
  n an ever-changing automotive land-
scape, new car dealerships are facing 
a myriad of challenges that require 
adaptation, innovation and strategic 

navigation. From shifting con-
sumer preferences to supply 
chain disruptions and techno-
logical advancements, dealers 
must navigate a complex ter-
rain to remain competitive and 
sustain profitability.

One of the primary challenges 
confronting new car dealerships is the chang-
ing preferences of consumers. Today’s buyers 
are increasingly seeking eco-friendly vehicles, 
advanced technology features and seamless 
digital experiences. This shift in demand neces-
sitates dealerships to diversify their inventory 
offerings, incorporating electric 
and hybrid models, as well as 
vehicles equipped with cutting-
edge infotainment systems and 
driver-assistance technologies.

Furthermore, the rise of online car-buying plat-
forms presents a formidable challenge to tradi-
tional brick-and-mortar dealerships. With the 
convenience of online purchasing and the ability 

to compare prices and features 
at the click of a button, deal-
ers must enhance their digital 
presence and invest in user-
friendly websites and mobile 
apps to attract and retain 
customers. Embracing digi-
tal retailing solutions such as 
virtual showrooms and online 

financing applications can help dealerships stay 
ahead in an increasingly competitive market.

Supply chain disruptions pose another significant 
challenge for new car dealerships. Shortages of 
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The Tax Cuts and Jobs Act of 
2017 more than doubled the 

lifetime estate tax exemption, 
increasing from $5.6 million 
for individuals and $11.8 mil-
lion for married couples to an 
inflation-adjusted $13.61 million 
for individuals and $27.22 mil-
lion for married couples in 2024. 

Unless Congress acts, this legisla-
tion will expire January 1, 2026, and 
the exemptions will revert or “sun-
set” to the 2017 amounts adjusted 
for inflation. This will be approxi-
mately $7 million for individuals and 
$14 million for married couples.

With the boom in the auto indus-
try over the last few years, more 
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semiconductors and other essential components 
have led to production delays and limited inven-
tory, exacerbating the already tight market condi-
tions. Dealerships must proactively manage their 
inventory, communicate transparently with cus-
tomers about potential delays and explore alter-
native sourcing options to mitigate the impact of 
supply chain disruptions on their operations.

Moreover, rising costs of labor, materials and 
regulatory compliance put pressure on profit mar-
gins. To remain financially viable, dealers must 
identify opportunities to streamline operations, 
optimize efficiency, and negotiate favorable terms 
with suppliers and vendors. Embracing lean princi-
ples and investing in employee training and devel-
opment can help dealerships reduce costs while 
maintaining high levels of customer satisfaction.

Consumer financing challenges further complicate 
the landscape for new car dealerships. Economic 
uncertainties and changes in lending practices 
can make it difficult for customers to secure 
financing for vehicle purchases. Dealerships must 
work closely with financial institutions to offer 
attractive financing options, assist customers in 
securing loans and ensure compliance with regu-
latory requirements governing consumer lending.

Additionally, new car dealerships face stiff com-
petition from the pre-owned vehicle market. The 
growing popularity of certified pre-owned vehicles 

and leasing options presents an alternative to 
buying new, diverting customers away from new 
car purchases. To differentiate their offerings, 
dealerships must highlight the benefits of buying 
new, such as warranty coverage, the latest tech-
nology features and customization options tailored 
to individual preferences.

Furthermore, regulatory compliance remains 
a constant challenge for new car dealerships. 
Navigating the complex web of federal, state and 
local regulations governing vehicle sales, adver-
tising and financing requires diligent attention 
to detail and ongoing monitoring of legislative 
changes. Dealerships must stay abreast of evolv-
ing regulations, implement robust compliance pro-
grams and ensure that all employees are trained 
to adhere to legal requirements.

In conclusion, new car dealerships face a multi-
tude of challenges in today’s dynamic automotive 
market. To succeed in this competitive landscape, 
dealers must embrace change, innovate proac-
tively and prioritize the needs of their customers. 
By adapting to shifting consumer preferences, 
optimizing operations and staying compliant with 
regulatory requirements, dealerships can navi-
gate the complexities of the modern automotive 
industry and thrive in the face of adversity. If you 
would like to discuss this further, please contact a 
member of the AutoCPAGroup. ✍
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CONTROLLING SPECIAL 
ORDER PARTS IN 
YOUR DEALERSHIP
One of the biggest challenges in operating an 

automobile dealership is controlling and man-
aging cash flow. Many areas in a dealership can 
tie up a sizeable amount of cash if left unchecked. 
One of these areas is special order parts. 

Parts ordered for a customer that end up sitting 
on a shelf in the parts department create prob-
lems for a dealership. Unsold special orders not 
only hurt customer service and dealership profit 
potential but also contribute significantly to parts 
department obsolescence. 

The parts department and the service department 
are often at odds with each other as to whose re -
sponsibility it is to follow up on them. The parts 
department suffers if the parts remain on a shelf 
unsold, but the service department suffers if a 

part is returned before the customer can be sched-
uled to come back into the dealership. 
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dealers will be facing a taxable estate after the 
exemption sunsets. However, there is an oppor-
tunity to utilize the higher exemption amounts 
through gifting before 2026. Appreciating assets 
subject to valuation discounts (such as a minor-
ity interest in an automobile dealership) are 
ideal for gifting because future appreciation 
escapes the estate tax, and valuation discounts 
allow the assets to be valued at a lower amount 
for gift tax purposes. It is worth noting that 
these types of gifts are subject to more IRS scru-

tiny, so using a business appraiser who 
frequently values auto dealerships to  
provide a business valuation report is 
highly recommended.

Let’s look at an example of the estate 
tax savings that could result from gift-
ing a 20% interest in a dealership worth 
$20 million today. For simplicity purposes, 
let’s assume a 10% discount for lack of con-
trol and marketability and annual appre-
ciation of 5%.

When considering which assets to gift, if any, 
remember that you will lose control over the 
assets and the income they generate once you 
transfer them to someone else. Assess your cash 
flow needs before making any transfers, but 
don’t wait too long to act. Experts predict there 
will be an uptick in gift tax return filings leading 
up to the sunset date. Start working now with 
your estate planning advisors and AutoCPAGroup 
member to develop the right plan for you and 
your family. ✍

please turn the page ☞

TAX SAVINGS ON GIFT OF 20% INTEREST OF $20 MILLION DEALERSHIP

Equity value of 20% interest 12/31/24  $4,000,000
Assumed annual appreciation  5%
Implied equity value 12/31/34  $6,515,579
Equity appreciation in 10 years  $2,515,579
Tax savings on appreciation at  $1,006,232
  40% rate

10% discount used for gift value  $400,000
Tax savings on discount at 40% rate  $160,000

Total Tax Savings  $1,166,232



HEADLIGHTS 4 SUMMER 2024

How can a dealership solve this problem? First, 
a set of policies and procedures needs to be 
established assigning responsibility and account-
ability for these special order parts. Rather than 
viewing the problem as a parts issue or a service 
issue, the two departments should work together 
to ensure that the customers come back in for 
these parts. 

Some suggestions are as follows:

✔ When ordering a part for a service customer, 
obtain an estimated date of arrival for the part 
and, when possible, schedule an appointment for 
the customer to return for installation, allowing a 
few extra days for the part to arrive. If a customer 
is pre-scheduled, he is more likely to come back 
for the part, and the dealership only has to con-
tact him if the part is on back-order or delayed.

✔ Have the customer prepay, if possible. 

✔ Have the service manager approve special  
parts orders.

✔ When a part comes in for a customer who was 
not pre-scheduled, the service advisor responsible 
for generating the customer special order contacts 
the customer and sets up an appointment.

✔ Consider holding the service department and 
the service advisor responsible for the part and 
any charge-back fee to provide additional moti-
vation for getting the customer back into the 
dealership.

✔ Keep all special order parts in a separate bin 
in the parts department. Assign responsibility to 
parts department personnel for weekly follow-up. 

The key to any policy or procedure is con-
stant review and accountability. Contact your  
AutoCPAGroup member to help establish a special 
order parts policy for your dealership. Don’t let 
your cash be tied up in a bin full of special order 
parts! ✍
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