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NAEDA CALLS IRS RULING

“GREAT FOR DEALERS”
Fenton, Mo. – The North American Equipment Dealers Association (NAEDA) is calling a recent ruling by the IRS significant and great for equipment dealers. At issue was a potential rewrite of audit guidelines on “dual purpose property” that sought to tighten rules that would treat lease equipment as inventory that could not be depreciated. 

If these guidelines had not been withdrawn, many equipment leases would have been challenged during audits under the IRS’s proposed narrow guidelines. Many millions of dollars of depreciation deductions would have been denied.

In a letter for consideration to the IRS office of the chief counsel, NAEDA argued the guidelines under which the IRS proposed to base its audit decisions on leased equipment were wrong and did not reflect the current status of the law. NAEDA pointed out that the proposed guidelines were too narrow and ignored guidelines that have been established by the courts over many decades. 

“Had the IRS adopted the proposed guidelines, the action could have had an effect on hundreds of equipment dealers,” according to Jack Selzer, NAEDA counsel. “Instead, audits will be based on current guidelines established by the U.S. Tax Court and other federal courts.” 

“While the law on dual use property (inventory treatment vs. lease treatment) is still not concise or clear, it’s great for dealers that no immediate action is being taken to rewrite and narrow the rules by the Internal Revenue Service,” says Paul Kindinger, CEO, NAEDA. “By allowing the current guidelines to stand, the depreciation of equipment that dealers typically lease to their customers is preserved.”

The North American Equipment Dealers Association is based in Fenton, Mo. It provides educational, finance, industry relations, legal assistance, and legislative services to more than 4,500 retail agricultural, industrial and outdoor power equipment dealers in the United States and Canada.
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