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August 3, 2009 

Car Allowance Rebate System (CARS) Update

CASH FOR CLUNKERS PROGRAM UPDATE

We advised you over the weekend that NHTSA had amended its requirement that the dealer disable the vehicle’s engine prior to submitting a claim for reimbursement under the CARS program.

The Rule and the Summary of Sale/Lease & Certifications Forms have been amended to allow a dealer to certify, at the time of submission of the application for reimbursement, that the dealer has either already disabled the engine at the dealership or property owned by or under the control of the dealership or that the dealer will store the trade-in vehicle at the dealership or property owned or under the control of the dealership and disable the engine at the dealership or controlled property not more than seven calendar days after receiving electronic reimbursement for the credit.
The Rule states that “The amendment does not change the requirement that the dealer disable the engine before the trade-in vehicle is transferred to the disposal facility or salvage auction.” And that

“The storage requirement enables the agency to inspect to see that the dealer has not shipped the trade-in vehicle prematurely.”

You can find the amended Summary of Sale/Lease & Certification form at www.cars.gov/deaslersupport under ‘Required Forms’.

Additional Notes:

The Department of Revenue Services (DRS) has informed us that since the Government wishes the $3500/$4500 amount to show as a Rebate and the DRS deems it a non-taxable Trade-In, DRS will accept the applicable amount showing in the ‘Rebate’ field as long as no tax is charged to the customer (if your software gives you the ability to override the system and not charge tax).  If possible, mark the purchase order “C.A.R.S. Program” and have the customer initial and have all your CARS documentation in the deal file so it is clearly shown to be a ‘Cash for Clunkers’ deal. 

The Senate could vote on the additional $2 Billion for the program as early as this evening.  We will keep our members posted of the status of the additional monies.

The Government has indicated that they will fund the cash for clunkers program until the Senate decides whether to add $2 billion.  We maintain our position that dealers should encourage their customers to do the legwork for CARS transactions and have all paperwork ready to go but advise the customer it is contingent upon the additional $2Billion in funding from Congress.

The IRS has issued a bulletin and, as expected, it confirms that the CARS rebates received by dealers count as taxable gross income.  We have attached the IRS Bulletin for your convenience.
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