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NEW TAX GUIDANCE VICTORY

FOR EQUIPMENT DEALERS

Fenton, MO -- NAEDA scored a victory for equipment dealers with a recent tax guidance issued by the IRS. The ruling provides a safe harbor to heavy equipment dealers, including agricultural dealers, to estimate parts inventories using the replacement cost method of accounting.

Under this method, dealers (who sell retail parts and operate under franchise contracts with manufacturers or distributors to sell or lease equipment) are allowed to establish the value of parts inventories on their tax returns by using the replacement cost for parts as provided by manufacturers in their current price lists rather than the actual historical cost of parts.

“NAEDA and its legal counsel have been working on this issue for two years,” says Paul Kindinger, NAEDA CEO. “As a result of this ruling, agricultural and industrial dealers will have more options for valuing their inventory and could result in substantial tax compliance cost savings for dealers.”

Dealers using the replacement cost method outlined in the guidance may continue to use it without applying for a change in their accounting methods, according to the IRS ruling. Moreover, dealers who wish to change to the replacement cost method “may do so for a tax year ending on or after April 30, 2005, by filing Form 3115, ‘Application for Change in Accounting Method.’ ”

NAEDA worked on this issue through the Industry Issue Resolution (IIR) program. The IRS program works on disputed or burdensome tax issues with organizations that represent businesses.

“I’m extremely proud of the work of NAEDA, its legal counsel and its affiliated associations in tackling this issue,” adds Kindinger. “Auto dealers fought dearly for a safe harbor to use the replacement cost method in their dealerships. Because equipment dealers operate under the same criteria as auto dealers with regard to retail parts sales and the sale and lease of wholegoods, we felt our argument for a safe harbor had substantial merit and was justified.”

The North American Equipment Dealers Association is based in Fenton, Mo. It provides educational, finance, legal assistance, and legislative services to more than 4,800 retail agricultural, industrial and outdoor power equipment dealers in the U.S. and Canada.
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