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10 Must Ask Questions to Prevent Your
Dealership From Being Breached
November 28, 2017
Presented by: Eric Wright

Who is Schneider Downs?
• Top 50 public accounting firm in the United States. We have
clients worldwide but our primary service area includes
Pennsylvania, Ohio, Michigan, New York and West Virginia.
• Two offices, 450 personnel: Pittsburgh, Pennsylvania &
Columbus, Ohio
• Highly specialized IT Risk Advisory Services Practice that
provides IT Audit Co-Source/Outsource/Special Projects; IT
Security Services (Penetration Testing, Phishing
Assessment, End User Awareness Training, etc.); SOC
Report Services; Third-Party Risk Management
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Who am I?
Shareholder of IT Risk Advisory Services at Schneider Downs
CPA (Certified Public Accountant)
CITP (Certified Information Technology Professional)
34 years of experience, began career working in IT
IT Audit Chair for PICPA
Experience in delivering IT Audit, IT Security Services, Penetration
Testing and Vendor Risk Management services to a variety of
industries, including dealers
• Responsible for product delivery, client satisfaction and quality
control
•
•
•
•
•
•
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Agenda
• Current State of Cybersecurity
• 10 Must Ask Cybersecurity Questions
• Q&A
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State of Cybersecurity
The following slides are highlights of the 2017 Verizon Data Breach
Incident Report (DBIR)
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State of Cybersecurity (continued)
• The important thing to note on this slide is that the majority of breaches
occur in one of two ways:
1. Human error
2. Outside hackers
•

Bonus: Combination of the Two!

• The other important takeaway is that
the attackers are organized criminal
groups; they’re run like businesses
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State of Cybersecurity (continued)
• Contrary to common belief, not all hacks involve a virus/malware. 51%
of these breaches involved malware; what were the other 49%?
–
–
–
–

Stolen User Credentials
User Error
Physical Access
Incorrect Privileges
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State of Cybersecurity (continued)
• A large mass of breaches occur through some sort of email attack such
as Phishing
– Firewall technology has come a long way, humans are now the weakest link in your
security
– Traditional AV alone isn’t great at spotting malware

• A significant majority of the breaches were financially motivated
• A large number of breaches were not discovered by the breached entity,
but rather a third party; Nightmare PR scenario.

9

State of Cybersecurity (continued)
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State of Cybersecurity (continued)
• Phishing deservedly warrants some additional
attention
– It was found in over 90% of all incidents and breaches.
– Once phished, a number of things can occur:
• Installation of software (e.g., ransomware, command and control
systems, etc.)
• Influencing disclosure of sensitive data (e.g., Business Email
Compromise)
• Using the compromised computer or accounts as a foothold and
pivot to other more interesting systems
• Using a compromised email account to then phish internally
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State of Cybersecurity (continued)
• According to report from Osterman Research conducted in June of more
than 1,000 small and medium businesses -- about 22% of businesses
with less than 1,000 employees that experienced a ransomware attack
in the last year had to stop business operations immediately. About
15% lost revenue.
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Agenda
• Current State of Cybersecurity
• 10 Must Ask Cybersecurity Questions
• Q&A
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Question One
How well do you know your IT environment?
• Accurate inventory of devices
• Accurate inventory of software
• Accurate inventory of Internet- facing systems
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Question Two
What data do the hackers want and where does it
live?
• Look at not only structured data, but unstructured as well
(e.g., spreadsheets, user reports, downloads from ERP or
CRM systems)
• What data lives in your
employee’s email
accounts?
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Question Three
If you have identified critical systems and data, how
do you further protect access to it?
• Do you require complex passwords?
• Do you require two-factor authentication to critical systems
and the network?
– Email
– VPN
– ERP
– CRM
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Question Four
Are your employees susceptible to being phished?
• Statistics show the answer is likely “yes”.
• Have you tested/trained them?
• What technical controls have you put in place to stop it?
– e.g., Advanced Email Protection
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Question Five
If phishing succeeds, do you have additional
protection methods?
• Advanced endpoint protection complements traditional antivirus
• Encryption of data
• Whitelisting of allowed
applications
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Question Six
Does your IT staff concentrate more on security or
operations?
• Management often believes their IT staff focuses on security
more than they actively do in reality.
• Reality is that security and IT operations often conflict with
each other
• Having an independent security
group or security consulting
partner helps bridge the gap
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Question Seven
Do you know where you are vulnerable?
• A large number of breaches take advantage of unpatched
operating systems and application software.
– e.g., Equifax breach leveraged vulnerability in Apache
Struts software toolkit.
• How often does your IT team patch
systems and software?
• Do you run vulnerability scans to test
the effectiveness of the patching
process?
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Question Eight
Have you simulated an external attack to determine
how secure/vulnerable you really are?
• Penetration tests or ethical hacking exercises are valuable
because they help identify issues before the bad guys do.
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Question Nine
How prepared are you for a breach?
• Its not a matter of “IF,” but, “WHEN”
• Having a solid incident response plan that is tested may not
prevent a breach, but will surely limit the impact
• Practice common scenarios (e.g., Phishing, Ransomware,
Business Email Compromise, etc.)
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Question Ten
Have you adopted and assessed yourself against a
standard security framework?
• Allows for continuous improvement
• Set a road map for long-term information security success
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Extra Credit!
Do you know what vendors have access to, or who
you share your data with?
• You can outsource certain business operations, but you
can’t outsource the risk mitigation.
• Ask business service providers for a
SOC report or similar attestation
report regarding their security
controls to gain transparency.
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Questions?

Contact Information

Eric Wright
ewright@schneiderdowns.com
(412) 697-5328
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Common Ohio Consumer’s Use Tax Issues
for Auto Dealers

Presented by: Emery (Jack) Stewart

Agenda
•
•
•
•
•
•
•

Consumer’s Use Tax Basics
Application to Demonstrator Vehicles
Treatment of Service Loaners
Transfers for No Consideration
Common Mistakes
Action Steps and Solutions
Questions

27
27

Use Tax Basics
•
•
•
•

Application of Consumer’s Use Tax
Purchases of Tangible Personal Property
Purchases of Services
Exemptions v. Exclusions
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Demonstrator Vehicles
• If an inventory item is temporarily taken out of inventory and
used in a taxable manner, use tax is due on the value of the
temporary use. The consumer is to determine this value, but
it is subject to review and redetermination by the Tax
Commissioner.
• Alternative methods are available, but the examples on the
next slide are acceptable methods as well.
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Demonstrator Vehicles (continued)
• New Demos
– Example:
• Dealer Cost (invoice) $20,000 X 2.4% = $480 monthly value
• $480 X 7.5% (Franklin County rate) = $36.00 use tax due
monthly
• Used Demos
– Example:
• Dealer Cost $5,000 + repairs $1,000 X 2.4% = $144 monthly
value
• $144 X 7.5% (Franklin County rate) = $10.80 use tax due
monthly
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Ohio Tax Treatment of Service Loaner Vehicles
• Auto dealers have a multitude of ways to account for service
loaner vehicles. Dealers may lease these vehicles directly
from the manufacturer, purchase them outright, or move
them over from inventory.
• Depending upon the facts and circumstances of each
dealership’s method of accounting for these service loaners,
the Ohio sales and use tax treatment of these transactions
can vary widely.
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Service Loaner Vehicles (continued)
• If a manufacturer leases the fleet vehicles to the dealership,
then sales tax would be charged to the dealer on the lease
and should be remitted by the manufacturer to Ohio. The
dealer would not be responsible for remitting the tax.
• If a dealership purchases a vehicle or moves a vehicle out of
inventory and titles the vehicle in its name, the tax
treatment depends on whether the dealer charges a fee for
the use of the vehicle or not.
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Ohio Issues – Transfers for No Consideration
•

A motor vehicle dealer may give a motor vehicle for no consideration to another
person or organization. No consideration means the dealer receives nothing of
value (e.g., no money or property, tangible or intangible) for the transfer of the
vehicle. When the title is transferred for no consideration, no sales or use tax is
required to be paid to the Clerk of Courts.

•

However, a dealer that transfers a vehicle for no consideration will owe use tax
on the value of the vehicle in accordance with Ohio Revised Code section (“R.C.”)
5741.01(C), which provides the definition of the term “Use”:

•

“Use” means and includes the exercise of any right or power incidental to the
ownership of the thing used. A thing is also “used” in this state if its consumer
gives or otherwise distributes it, without charge, to recipients in this state.

•

The tax due is computed by using the price paid for the vehicle when the vehicle
was acquired by the dealer. If the dealer accepted the vehicle in trade, the
amount that the dealer allowed as a trade-in will be the amount on which to
compute the tax.
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Ohio Issues – Transfers for No Consideration
• Example : A used car dealership gives a used vehicle to a
loyal employee. The dealer should transfer the title to the
name of the employee. The dealer should state on the back
of the title a purchase price of $0.00. The employee owes
no sales tax on the transfer of title. When the dealer
originally obtained and titled the vehicle, no tax was paid, as
the dealer claimed an exemption from the tax for resale.
Since the dealer did not resell the vehicle, the dealer loses
the claim of exemption and owes use tax on the price that
the dealer paid to acquire the vehicle, or the amount that
the dealer allowed when taking the vehicle in on trade.
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Common Ohio Use Tax Mistakes
• Some areas of Ohio use tax that are commonly overlooked
include:
– Purchases from out-of-state vendors;
– Pulling items out of inventory for the company’s own use;
– Storage, snow removal, maintenance contracts, lawn
care and landscaping; and
– Display fixtures, shelving units, cash registers and
furniture.
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Common Ohio Use Tax Mistakes (continued)
• Purchases from out-of-state vendors
– Due to the U.S. Supreme Court decision in Quill
Corporation v. North Dakota, a company must establish a
physical presence within a state for the state’s taxing
authority to require the company to charge and collect its
sales tax.
– With approximately 7,500 different taxing jurisdictions,
out-of-state companies do not want to track the different
rates and rules that apply to each jurisdiction and
therefore normally only collect the sales tax when they
are required by law
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Common Ohio Use Tax Mistakes (continued)
• Storage, snow removal, maintenance contracts,
lawn care and landscaping
– These services are sometimes performed by
small companies or individuals who may not
know that the services they are performing are
taxable in the State of Ohio.
– If no sales tax is charged on the invoice for the
above services, it does not alleviate the auto
dealer from self-reporting the use tax on its use
tax return.
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Common Ohio Use Tax Mistakes (continued)
• Shop supplies – Depending upon how you treat shop
supplies for sales tax purposes, the dealership may be on
the hook for paying sales tax to the vendor (or accruing use
tax) for certain items.
• If you do not charge sales tax on your invoice for shop
supplies, then Ohio would consider the dealership to be the
consumer of those items and sales tax would need to be
paid or use tax accrued by the dealer.
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Common Ohio Use Tax Mistakes (continued)
• If you do charge sales tax on your invoice for shop supplies,
then Ohio would consider those items that physically pass to
the customer as being purchased for resale and therefore
be exempt from tax. Any items that are used by the
dealership (rags, hand cleaner, etc.) would be considered
consumed by the dealership and they would need to pay
sales tax or accrue use tax on those items.
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Common Ohio Use Tax Mistakes (continued)
• Purchases of automatic data processing “ADP”
— "Automatic data processing" means:
• 5703-9-46(A)(1)(a) Processing others' data, including all
activities incident to processing of data such as keypunching,
keystroke verification, rearranging, or sorting of previously
documented data for the purpose of data entry or automatic
processing, changing the medium on which data is stored, and
preparing business documents such as reports, checks, or bills,
whether these activities are done by one person or several
persons; or
• 5703-9-46(A)(1)(b) Providing access by any means to computer
equipment for the purpose of processing data.
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Common Ohio Use Tax Mistakes (continued)
• Purchases of advertising
– Advertising space, including outdoor advertising space,
and services provided by advertising professionals are
not subject to the tax. However, when a person in
the advertising field sells or produces property, the sales
tax must be collected on the property sold.
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Common Ohio Use Tax Mistakes (continued)
• Digital Advertising Services are no longer considered to be taxable
ADP or EIS effective December 1, 2016.
• Reclassified as personal or professional services for ADP, EIS and
computer services purposes.
• R.C. 5739.01 (RRR) “Digital advertising services” means providing
access, by means of telecommunication equipment, to computer
equipment that is used to enter, upload, download, review,
manipulate, store, add, or delete data for the purpose of
electronically displaying delivering, placing, or transferring
promotional advertisements to potential customers about
products or services or about industry or business brands.
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Common Ohio Use Tax Mistakes (continued)
• Consumers of digital advertising services that may combine
such services with other electronic information services.
• Digital advertising service should be broken out and
separately stated on both the invoice and in any written
agreement or contract with the service provider.
• In situations where digital advertising and electronic
information services are acquired and bundled together on
an invoice and/or contract, it may subject the entire charge
to sales of use tax.
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Common Ohio Use Tax Mistakes (continued)
• Digital Goods
– On January 1, 2014, digital goods became taxable in Ohio
– Specified digital products provided for permanent or less than
permanent use are taxable, regardless of whether continued payment is
required. "Specified digital product" means an electronically transferred
digital audiovisual work, digital audio work, or digital book. "Digital
audiovisual work" means a series of related images that, when shown in
succession, impart an impression of motion, together with
accompanying sounds, if any. "Digital audio work" means a work that
results from the fixation of a series of musical, spoken, or other sounds,
including digitized sound files that are downloaded onto a device and
that may be used to alert the customer with respect to a
communication. "Digital book" means a work that is generally recognized
in the ordinary and usual sense as a book.
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Action Steps and Solutions
• Already Filing Use Tax Returns
– Make sure you are correctly reporting your use tax liability
• Not Currently Filing Use Tax Return
– If you believe your use tax exposure is materially
underreported, you’re best course of action is to contact a
state and local tax professional and options.
– If your tax exposure is negligible or zero, you may consider
applying for a use tax account through the Ohio Business
Gateway or on a paper form and start filing use tax returns
prospectively. Companies with minimal use tax liability will
typically file quarterly or yearly returns.
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Action Steps and Solutions (continued)
• Options for Taxpayers looking to resolve identified use tax
liabilities include tax amnesty and voluntary disclosure
agreement.
• Ohio will have an temporary amnesty program from January
1, 2018 through February 15, 2018.
• Applies to unreported or underreported Ohio taxes which
were due and payable as of May 1, 2017.
• Eligible business taxes include state and local sales and use
taxes, Commercial Activities Tax (CAT), financial institutions
tax, and excise taxes for alcohol, tobacco and cigarettes.
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Action Steps and Solutions (continued)
• The amnesty program only applies to taxpayers who
voluntarily disclose and pay their delinquent Ohio taxes.
Taxpayers with liabilities identified by the Department of
Taxation are not eligible.
• Taxpayers must pay all required taxes plus one-half of the
related interest. The Department will abate the remaining
interest and all penalties.
• Taxpayers with liabilities may also want to consider a
voluntary disclosure agreement.
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Action Steps and Solutions (continued)
• If you find yourself subject to an Ohio use tax audit, the first thing
to do is to get a tax professional to assist in determining if you
have substantial liability.
• Businesses facing assessments should be aware that preliminary
results are a work-in-progress, and a starting point for discussion.
• Prioritizing issues based upon materiality and providing additional
documentation when needed to address ambiguity will help to
reduce assessments.
• If a formal assessment is issued, please be aware that you have
60 days to file an appeal or else your assessment will become
final.
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Questions
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Contact Information
Emery (Jack) Stewart
Senior Manager
State and Local Tax
estewart@schneiderdowns.com
(412) 697-5443
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Ohio Commercial Activity Tax (CAT)

Presented by: Zachary Davis

What filing methodology should I use?
• You should analyze your company’s organizational chart to
determine if you have any common owners who own 50% or
more of a group of entities.
• Required Combined Return - A group of entities having more
than 50% owned or controlled by a common owner & not
electing to file as consolidated.
• Optional Consolidated Return – A group of entities having at
least 80% or at least 50% of common ownership.
– If you choose to file a consolidated return, the benefit is that
intercompany transactions are eliminated.
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Gross Receipts – General Definition
• Gross receipts means the total amount realized by a person,
without deduction for the cost of goods sold or other
expenses incurred, that contributes to the production of
gross income of the person, including the fair market value
of any property and any services received, and any debt
transferred or forgiven as consideration.
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Gross Receipts – General Exclusions
• The following items are excluded from the definition of gross receipts
–
–
–
–
–
–

Sales outside of Ohio (based on ultimate destination)
Interest income except on credit sales
Dividends and distributions from corporations
Receipts from the sale of 1221 and 1231 property
Loan proceeds, insurance proceeds (except business interruption ins.)
Amounts received by an agent on behalf of another in excess of the
agent’s fee
• In accordance with OAC 5703-29-13(B)(1), the Supreme Court of
Ohio has held that an agency relationship "exists only when one
party exercises the right of control over the actions of another, and
those actions are directed toward the attainment of an objective
which the former seeks.”
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Sourcing Gross Receipts
• Sales of vehicles or other tangible personal property are
sitused to the ultimate destination of the item being sold.
– Auto dealers that make sales to persons who intend to
remove the vehicle(s) from Ohio and the dealership
retains the proper documentation (sales tax
documentation is sufficient) can exclude these sales
from their CAT filing.
• Sales of services are sitused based upon the benefit
received to the purchaser.
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Auto Dealer Specific Issues
•

The following are gross receipts:
– Document fees
– Manufacturer payments related to:
• Labor and parts warranty work
• Prep and conditioning work
• Co-op advertising (excess of amount paid on invoice)
• Facility assistance (construction)
• Manufacturer incentives with performance requirement (i.e. SFE
programs)
• Incentives paid directly to customer, where customer then gives to
dealer to purchase car
– Finance reserve payments
• Chargebacks are treated the same as a bad debt and would be
deductible in the period in which the chargeback occurs.
– Commissions on F&I service products
• If dealer is the obligor, total amount is subject to CAT
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Auto Dealer Specific Issues
•

The following are NOT gross receipts:
– Sales tax, use tax, title and registration fees
– Returns and allowances
– Bad debts (so long as CAT was paid on the original sale)
– Proceeds from the sale of accounts receivables (only to the extent CAT was
paid on the underlying vehicle sales)
– Dealer-to-dealer trades as long as they are intended to satisfy a customer’s
preference
– Internal sales
– Manufacturers payments
• Amounts paid directly to the dealership and treated as a reduction in the
vehicle’s price are considered a discount
– Manufacturer incentive for specific cars (to reduce dealer’s cost)
– Floor plan assistance
• Reimbursements – e.g. holdbacks, advertising assistance (not co-op)
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What happens if I get audited?
• Ohio has increased its audit focus on the “other income” items
that some dealers may not realize are gross receipts. Such items
include:
– Rebates that are payable directly to the customer and used in the
purchasing of a vehicle. (Please note that these do not include
manufacturer rebates that are paid directly to the dealership and are
treated as a reduction in the vehicle’s price.)
– Service income
– Interest on credit sales
– Lease or rental income
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What happens if I get audited?
• Common audit issues
–
–
–
–
–

Ohio vs. Non-Ohio gross receipts
Other income items
Adding companies to the combined/consolidated group
Netting revenue and expenses
Eliminating intercompany transactions from companies not part of a
consolidated group

• Have a good understanding of the transactions that are being
questioned, and if you don’t agree with an auditor’s assessment
of a transaction, consult OADA and/or tax professional.
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Voluntary Disclosure
• Generally, requires that the taxpayer has not had any
contact with the state, such as a nexus questionnaire or a
letter of inquiry regarding a tax liability
• Usually done anonymously through a third party such as an
accountant or an attorney
• In most cases the state does not discover the identity of the
taxpayer until an agreement is signed by the taxpayer
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Voluntary Disclosure
• Taxpayer agrees to file the required returns and pay the tax
and related interest
• State generally agrees to limit the look back period to
statute or slightly beyond
• Upon payment of the tax and related interest, the states
agree to waive all penalties
• Taxpayer agrees to future compliance
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Tax Amnesty Program
• 2018 Tax Amnesty Program
– January through February 15, 2018
– For taxes due and payable prior to May 1, 2017
– Must not have been previously contacted by the state
regarding the tax in which applying for amnesty program
– Full abatement of penalties and charging half interest
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Thank You
• Feel free to call Zachary Davis at (614) 586-7235 or email your
questions to zdavis@schneiderdowns.com
• Visit our website at www.schneiderdowns.com to read our Automotive
Insights and subscribe to our Automotive Matters newsletter, to receive
timely updates on issues that relate to your business.
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Cash Payments Reporting:
Penalties & Complying with the Rules

Presented by: Carl Scharf

Today’s Speaker
Carl Scharf
• Carl is a senior manager with more than 10 years of public
accounting experience. Carl has extensive experience
advising closely-held businesses and their owners on a wide
variety of accounting and taxation matters.
• Carl is an integral part of the Columbus Automotive Industry
Group and serves automobile dealerships throughout the
US.
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Penalties
• Both Civil and Criminal Penalties can apply, depending on the facts and
circumstances
• Civil Penalties- most common for dealerships if error occurs
– Failure to timely file, include correct information, or furnish statement to payor:
$100/return/statement, up to $1,500,000 per calendar year

– Penalty reduced to $30/return, up to $250,000 per calendar
year if corrected within 30 days
– Intentional disregard to timely file or include all required information: greater of $25,000 or
the amount of cash received in the transaction, not to exceed $100,000 per failure. No
calendar year limitation.
– Intentional disregard to timely furnish notice to payor: greater of $250/statement or 10%
of aggregate amounts items to report

• Criminal Penalties
– Can be subject to felony criminal sanctions, including fines and imprisonment, depending
on the severity of the actions
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How and When to Report
• Must be reported within fifteen days after the cash is
received. If the fifteenth day falls on a weekend or holiday,
Form 8300 is due by the next business day (each time payments
aggregate in excess of $10k must file another 8300)

• Form 8300 can be filed electronically using the Bank
Secrecy Act (BSA) Electronic Filing System
http://bsaefiling.fincen.treas.gov/main.html or via paper
mailed to:
IRS Detroit Computing Center
PO Box 32621
Detroit, MI 48232
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Reporting to Customers and Internal Recordkeeping
• Business is required to provide a written notification to each
person named on Form 8300 (if dealership checks the suspicious
transaction box but 8300 was not otherwise req’d, do not need to inform cust.
(prohibited from doing so)

• By January 31 of the year after the year in which the
reportable cash payments were made, the business must
provide a statement to each customer containing:
– Name and address of the cash recipient's business
– Name and telephone number of a contact person for the business
– Total amount of reportable cash received in a 12-month period, and
– A statement that the business reported the transaction to the IRS
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Reporting to Customers and Internal
Recordkeeping (continued)
• Businesses may use a copy of the invoice as its notification
statement, so long as all of the required information is
contained.
• Providing a copy of Form 8300 is not advisable, due to the
sensitive information contained on the form.
• Businesses should maintain a copy of all filed Form 8300
and required statements provided to customers for at least
five years from the date filed.
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Do You Have a Compliance Process in Place?
• Employees should have a complete understanding of the
rules and follow strict compliance of rules -No late or nonfiled Forms 8300! (Email me for Flow Chart)
• Controls should be implemented & policies and procedures
developed to inform and educate employees
– Develop a written policy that states how cash transactions will be handled
and the role and responsibility of the sales and office staff.
– Establish office procedures for tracking all cash payments in order to
determine when a Form 8300 is required. The tracking system would
account for currency, money orders, bank drafts, etc.
– Implement an educational program and conduct quarterly meetings to
inform current and new employees of the cash reporting rules and the
dealership’s specific written policy and procedural rules related to cash
reporting.
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Complying with Rules and Preventing
Penalties (continued)
Other controls used by dealers:
• Designate a Form 8300 compliance person to be responsible for review of
transactions and adherence to rules
• Run and review a monthly report that tracks cumulative cash receipts, by type,
for each customer to see when cash exceeds $10,000
• Include a Form 8300 checklist with each deal jacket
– Include checkbox for type of payment – currency, money order, cashier’s
check, etc.
• Provide clerks, cashiers and office staff incentives for identifying from deal
jackets missed Form 8300s
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What Type of Records Might an Examiner Request
During an 8300 Examination?
• Checking, savings, and/or other financial account statements and
deposit slips.
• An electronic bank deposit reconciliation in Excel format extracted from
the dealer’s Dealer Management System (DMS). The report generally
requires all receipts of the business from any source including:
– The amount, date received, method of payment (cash, check, credit card
number, etc.),
– Payer name, and
– Receipt number.

• Receipt sources should include new and used vehicle sales, leases,
service, parts, body shops and any non-customer receipts.
• Deal jackets for leases and sales during the examination period.
• Sales journals, cash receipts journals, accounts/notes receivable, sales
invoices.
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How to be Prepared in Case of an IRS Audit
• Keep a separate Form 8300 file that includes the following:
– Form 8300s filed with IRS
– Notification letters to customers. Letters should be sent certified mail and
return receipts should be retained.
– Dealership cash reporting policy, procedures and training manuals
– Documentation of meetings held to educate your sales force, office staff
and managers regarding cash reporting.

• Organize and tag each deal jacket so anyone checking them
knows immediately if it was a finance, cash, or lease deal. A
copy of the receipt and how amounts were paid for should
be included (e.g., cash, bankers check, personal check).
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Dealership Examples
• https://www.irs.gov/businesses/small-businesses-selfemployed/report-of-cash-payments-over-10000-received-ina-trade-or-business-motor-vehicle-dealership-qas
• June 29th webinar can be found on OADA website
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Economic Update

Presented by: David Brinkman

SD Wealth Management Advisors
Getting to Know SD Wealth Management Advisors
• Established in 2000 by the shareholders of Schneider Downs & Co., Inc.
• Registered with the SEC as a Registered Investment Advisor in 2003
• Practice consists of two units. The Personal Financial Services group specializes in the management of
investment portfolios for individuals, estates, trusts, endowments and businesses. The Retirement Plan
Solutions group specializes in the design, implementation and management of qualified retirement plans.

Personal Financial Services
Investment Management
• Personal Investment Strategy
• Asset Allocation & Rebalancing
Strategy
• Market & Economic Commentary
• Portfolio Review Meetings

Financial Planning
•
•
•
•
•
•
•

Cash Flow Analysis
Risk Management Assessment
Investment Planning
Tax Planning
Major Goal Funding
Retirement Planning
Estate Planning

Retirement Plan Solutions
•
•
•
•
•
•

401(k), 403(b), 457(b) & 457(f) Plans
Pension and Profit Sharing Plans
Employee Stock Option Plans
Defined Benefit / Cash Balance Plans
Non-Qualified Deferred Compensation Plans
SD Advantage IRA Platform
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Capital Market Returns
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Taxable Bonds – Barclays US Aggregate Bond Index
High Yield Bonds – Barclays High Yield Corporate Index

Source: Morningstar Direct

International Equity Markets

Balanced Portfolio

Domestic and International Equities – Russell 2000 and MSCI
EAFE, respectively
Balanced Portfolio – Portfolio invested 50% Barclays Aggregate,
35% S&P 500 Index, and 15% MSCI ACWI Ex US Index
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Light Weight Vehicle Sales: Autos and Light Trucks
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Light Weight Vehicle Sales: Autos and Light Trucks

???
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Source: www.motorintelligence.com
Ford F - Series
Chevrolet Silverado
Dodge Ram PU
Toyota RAV4
Honda Civic
Nissan Rogue
Honda CR-V
Honda Accord
Toyota Camry
Chevrolet Equinox
Toyota Corolla
Ford Escape
Ford Explorer
GMC Sierra PU
Nissan Sentra
Nissan Altima
Ford Fusion
Toyota Highlander
Jeep Grand Cherokee
Jeep Cherokee

Market Share & Models in Favor

Big 5 share of the total U.S. Market over the past year

Top 20 Vehicles YTD volume & %

775,000

675,000

575,000

475,000

375,000

275,000

175,000
75,000

25.0%
20.0%
15.0%
10.0%
5.0%
0.0%
-5.0%
-10.0%
-15.0%
-20.0%
-25.0%
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Source: Kelley Blue Book, Manheim Consulting
October-17

July-17

April-17

January-17

October-16

July-16

April-16

January-16

October-15

July-15

110

April-15

115

January-15

120

October-14

125

July-14

130

April-14

135

10.0%
8.0%
6.0%
4.0%
2.0%
0.0%
-2.0%
-4.0%
-6.0%
-8.0%

January-14

Oct-16

Jul-16

Apr-16

Jan-16

Oct-15

Jul-15

Apr-15

Jan-15

Oct-14

Jul-14

Apr-14

Jan-14

Oct-13

Jul-13

Apr-13

Jan-13

Oct-12

Jul-12

140

October-13

Jan-12
Apr-12

Industry Pricing
Manheim Index

Average Transaction Price

37,000
6.0%

36,000
5.0%

4.0%

35,000
3.0%

34,000
2.0%

1.0%

33,000
0.0%

32,000
-1.0%

-2.0%

31,000
-3.0%
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Which business model would you choose?
• Business # 1
– No direct contact with end-user
– Sales more cyclical
– Unpredictable profitability year
to year

• Business # 2
– Direct client interaction and opportunity to develop longterm client relationships
– More consistent business results year by year
– Declining number of industry competitors
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Which business model would you choose?
• Business # 1 - OEMs & Suppliers
– No direct contact with end-user
– Sales more cyclical
– Unpredictable profitability year
to year

• Business # 2 - Dealers
– Direct client interaction and opportunity to develop longterm client relationships
– More consistent business results year by year
– Declining number of industry competitors
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Dealership Profile
Average Light-Vehicle Dealership Profile, June YTD

As % of total sales

2015
27,921,799
3,334,841
11.9%

2016
29,459,808
3,427,940
11.6%

2017
29,429,124
3,458,788
11.8%

As % of total sales
As % of total gross

3,038,562
10.9%
91.1%

3,217,857
10.9%
93.9%

3,341,441
11.4%
96.6%

Total Operating Profit
As % of total sales
As % of total gross

296,142
1.1%
8.9%

211,131
0.7%
6.2%

117,349
0.4%
3.4%

Net Profit before tax
As % of total sales
As % of total gross

789,912
2.8%
23.7%

767,767
2.6%
22.4%

736,508
2.5%
21.3%

Total Sales
Total Gross1

Total Expense

1

- Gross profit includes cost of goods sold, but not SG&A or advertising

Source: NADA Data 2017 Report
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More Profitable and More Consistent

Dealers continue to
represent one of the
more profitable and
consistent links in the
automotive value chain.

Sources: NADA, Company filings, BofA
Merrill Lynch Global Research
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Flexibility of the Business Model
While roughly 40% of dealer’s revenue
comes new car sales, only 20% of their
profits is derived from new car sales.
With the number of dealers declining,
there should be more opportunity for
increased dealer profitability via used
vehicle sales, financing and insurance,
and parts and service offerings.

Sources: Company filings, NADA,
WardsAuto, BofA Merrill Lynch Global
Research
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Dealer Outlook
• Threats
– Increasing friction with automaker partners seeking more
direct access to consumer
– Nonconventional players and business strategies attempting
to disrupt industry dynamics
– Continued technology advancements

• Outlook
– Dealer’s should continue to play a pivotal role in the
automotive value chain
– Given their more diversified revenue mix, other more
profitable service offerings, and the ability to form long,
lasting customer relationships.
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Disclosures and Disclaimers
• The views and opinions expressed are those of the
speaker and are subject to change based upon
factors such as market and economic conditions
• Past performance cannot guarantee comparable
future results
• Diversification does not guarantee investment
returns and does not eliminate the risk of loss
• All material presented is compiled from sources
believed to be reliable and current, but accuracy
cannot be guaranteed
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Columbus Auto Dealers Conference

Presented by: Trevor Warren

Agenda
• AICPA Hot Topics
• Revenue Recognition – New Guidance
• Lease Accounting – New Guidance
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AICPA Hot Topics
• Tax Update/Tax Reform
• Dealership Valuations/Due Diligence & Succession
Matters
• IT Risks & Cyber Security Matters
• Improving Your General Office
• Reinsurance Matters
• Fraud Matters
• NADA Update & State of Auto Industry
• HR Matters – Multigenerational Workforce
• Dealership Benchmarking
• DMS Matters
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Revenue Recognition
Effective Date

Public entities

2019

2018

Full retrospective OR Modified retrospective

Transition type
Early adoption permitted?

Step 1 - Identify
contracts with a
customer

Non-public entities

Step 2 - Identify the
performance
obligations in the
contracts

Yes, but not earlier than 2017

Step 3 - Determine
the transaction
price

Step 4 - Allocate the
transaction price to
the separate
performance
obligations

Step 5 - Recognize
revenue when the
entity satisfies each
performance
obligation
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Revenue Recognition Common Considerations
Other unique considerations include the following:
Sales with right of return
Warranties
Principal vs. agent
Repurchase agreements
Bill and hold arrangements
Consignment arrangements
Customer acceptance
Customer options for
additional goods or
services
– Customer’s unexercised
rights
–
–
–
–
–
–
–
–

– Nonrefundable up-front
fees
– Gift cards
– Loyalty programs
– Coupons
– Long-term customer
contracts
– Management services
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Example – Difference in Expense Recognition
A lessee enters into a five-year agreement to make the following payments
each year:

The organization assumes a 7% discount rate for the calculation of the
present value of the future payments. There are no renewal periods,
purchase options, or other factors to take into consideration for the initial
measurement of the present value of future lease payments.
Calculation of the present value of future lease payments = $792,353
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Example – Difference in Expense Recognition
The example below shows the subsequent accounting and impact to the expense
recognition for each lease:

A - The effective-interest
method is used to calculate
the lease liability, regardless
of the type of lease.
B - Amortization is on a
straight-line basis (similar to
other nonfinancial assets).
C - For operating leases, only
straight-line lease expense is
recognized each year.
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THANK YOU
Please fill out your evaluation form.
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