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Course Description

The accounting for a car dealership is quite complicated, since there are many profit centers,
fixed assets, and employees, not to mention the large vehicle inventory. In the Car Dealership
Accounting course, we cover all aspects of a dealership’s accounting, including the underlying
accounting system, profit center reporting, and the accounting for all types of sales, expenses,
liabilities, and equity. Dealership-specific topics include floorplan interest, contracts in transit,
and factory receivables. The course also covers how to account for payroll and the steps
needed to close the books.

Course Content

Publication/Revision date: 2/15/2024.

Author: Steven M. Bragg, CPA.

Final exam (online): Twenty questions (multiple-choice).

Program Delivery Method: NASBA QAS Self-Study (interactive)
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Subject Codes/Field of Study
NASBA (CPA): Accounting

Course Level, Prerequisites, and Advance Preparation Requirements
Program level: Overview

Prerequisites: None

Advance Preparation: None

Instructions for Taking This Course

Log in to your secure account at www.bhfe.com. Go to "My Account.”

You must complete this course within one year of purchase (If the course is “Expired,”
contact us and we will add the latest edition of the course to your account (no charge).
To retain the course-PDF after completion (for future reference) and to enable en-
hanced navigation: From “My Account,” Download and save the course-PDF to your
computer. This will enable the search function (Menu: Edit>Find) and bookmarks (icon
on left side of document window).

Complete the course by following the learning objectives listed for the course, studying
the text, and, if included, studying the review questions at the end of each major
section (or at the end of the course).

Once you have completed studying the course and you are confident that the learning
objectives have been met, answer the final exam questions (online).

Instructions for Taking the Online Exam

Log in to your secure account at www.bhfe.com. Go to "My Account.”

A passing grade of at least 70% is required on the exam for this course.

You will have three attempts to pass the exam (call or email us after three
unsuccessful attempts for instructions).

The exam is not timed, and it does not need to be completed in one session.

For a printed copy of the exam questions, open the exam and press "Print Exam."
Once you pass the exam, the results (correct/incorrect answers) and certificate of
completion appear in "My Account.” A confirmation email is also sent.

CFP Board and IRS credit hours, if applicable, are reported on Tuesdays and at the
end of the month.

Have a question? Call us at 800-588-7039 or email us at contact@bhfe.com.
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Learning Assignment & Objectives

Identify the normal account balances for the accounts used by a car dealership.
Specify how information is stored and posted in a dealership accounting system.
Identify the basis of accounting choices that a dealership can make.

Recall the structure of a car dealership’s financial statements.

Identify how contracts in transit are recorded by a dealership.

Recall the accounting used by the various profit centers of a dealership.
Specify how a dealership accounts for holdbacks.

Recall the accounting for new and used vehicles.

Identify the accounting for work-in-process labor.

Specify the accounting used for each of the expenses incurred by a dealership.
Recall the accounting for a floorplan loan.

Identify how a dealership would account for policy work.

Specify the choices available to account for bad debts.

Recall the underlying concepts used to account for fixed assets.

Identify the tax reporting structure used by governments to collect sales and use taxes.

Specify the journal entries needed to process payroll for a dealership.

v



About the Author

Steven Bragg, CPA, has been the chief financial officer or controller of four companies, as well as a con-
sulting manager at Ernst & Young. He received a master’s degree in finance from Bentley College, an MBA
from Babson College, and a Bachelor’s degree in Economics from the University of Maine. He has been a
two-time president of the Colorado Mountain Club, and is an avid alpine skier, mountain biker, and certified
master diver. Mr. Bragg resides in Centennial, Colorado. He has written more than 250 books and courses,
including New Controller Guidebook, GAAP Guidebook, and Payroll Management.

Copyright © 2023 by AccountingTools, Inc. All rights reserved.
Published by AccountingTools, Inc., Centennial, Colorado.

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by any means, except as
permitted under Section 107 or 108 of the 1976 United States Copyright Act, without the prior written permission of the Publisher.
Requests to the Publisher for permission should be addressed to Steven M. Bragg, 6727 E. Fremont Place, Centennial, CO 80112.

Limit of Liability/Disclaimer of Warranty: While the publisher and author have used their best efforts in preparing this book, they
make no representations or warranties with respect to the accuracy or completeness of the contents of this book and specifically
disclaim any implied warranties of merchantability or fitness for a particular purpose. No warranty may be created or extended by
written sales materials. The advice and strategies contained herein may not be suitable for your situation. You should consult with
a professional where appropriate. Neither the publisher nor author shall be liable for any loss of profit or any other commercial
damages, including but not limited to special, incidental, consequential, or other damages.



Table of Contents

Car Dealership Accounting 1
TIELOAUCTION ...ttt ettt et e a e e b e e bt e b e e bt et e e et e sat e e bt e bt emt e ea b e eneeebee bt e beenbeenteseeenae 1
Recording Transactions in an ACCOUNTING SYSEIM .......ccuiriirtieriiriieiiertierteete ettt stee et e et et e e st e sbeebeebesaeeseeeseee 1

DOUDIE ENLIY ACCOUNTINE ....vieviiiiiieiieeiieesteeteeite et e etteeteeeteesbaeebeesssaeesseessseeanseesnseeasseesnseeesseesnseesnseessseennseens 1
THE ACCTUALS COMCEPTL. . .eeeutieirieeiieetieetieeteeeteeeteeeteesteessseessaeeasseesssaesseassseesseensseessseensseensseesssasssseenssesnsseenssesnes 2
JOUINAL ENETIES ...ttt ettt b e st b et ettt besb e eb e e bt et e b e st bt sbeebeeaeenn e 2
THE Led@Er COMCEPL ....ueiieieeiieeietieieeteeiteste et e te et esate s st e st esteesseesbessae s e enseenseessesseesstanseanseanseensensseseenseensennsesnnesens 4
PoSting t0 the GENEral LeA@ET........ccueiieiiieiieieeie ettt ettt ettt ae st e st et e et e enseensessae st aenseenseensesnnenees 6
GENEIAl LeA@Er OVEIVIEW ....eeuviiiiieiieeiietiete et eete et et et eteetesseesatesseesseenseesaeesseseenseenseensesnsesseenseenseenseansensaenseensenn 6
Cash Basis vs. Accrual BasiS ACCOUNTINE ........covuierieiieriertiertteteeteeteetesteesteesesaesseesseeseesseesseessesseesseesseensesnsessnesses 7
The Balance SHEEL.......c..couiiiiiiiiiieieeer sttt ettt st b et b ettt sa e bt s bt e bt e st et et st b e bt bt et ennen 8
The INCOME STALBIMENL. .....ceiuiiitieiiete ettt ettt sttt ettt e e e eh e sb e e bt e bt eabe s et e saeesbeenbe e et emteeneeeneeebeebeensean 10
Profit Center REPOTLINE ......ooueiiuieiieiiee ettt ettt et b et e bt e bt et et e sae e sbtenbe e et enteesteeaeeebeenbeenbean 11
Accounting for Financed VEhiCle Sales ..ottt 12
Accounting fOr DIr€Ct BIllINES ......ceoueeiiiiiiieitieieee ettt ettt st sae et et et eaeeebeenbeenbean 13
Accounting for QUICK SEIVICE SAlES.......c..iiiiiiiriiiiiii ettt ettt sae ettt et e bt e b enbean 14
Accounting for Extended Warranty SalES .........ccceoiiiiiiiiiiiiie et 14
Accounting for InSurance COMMISSIONS .........cuerierureriierreeteetesstesteesseeseessesaesseesseesseesseassesssesssesseesseessesssesssessesses 14
Accounting for Warranty CILAIMS .........c.eeciiciiriieiienieii ettt eeeete st e st e e e aeseeseeessee st esseenseessessaesseeseensesnsesnsesnnesnes 15
Accounting for NEW VERICIES .....cc.ceiuiiiiiiiiiiecieeiesteit ettt ettt et et e et e ensessaeeseeseenseensesnnesnnesees 16
Accounting for DEMONSIIALOTS ........cc.eeiuiirieiieiieriert et ettt e eteste st esteeseeaessaesseesseeseesseenseessesssenseenseensesnsennsesnsesnes 17
AccOUNING fOT USEA CAIS ......veeiieiieiieieeie ettt ettt et e et et e te e st e seeaesaeesseesseesseenseenseansessseaseeseensesnsesnsesnsesnns 17
ACCOUNTING TOT TIIES ..enviieieieieetiete ettt ettt ettt ettt e a e eh e s bt e bt e bt e s bt s et e saeesbeesbee et emteenteeneeebeenbeenbean 18
Accounting for Gas, O1l aNd GIEASE..........couiiieitiiiiiii ettt ettt et et st e st et e sbe et e bt enteeaeesbeenbeenbean 19
Accounting for the Paint and BodY SHOD ......oouioiiiiii e 20
AccouNting fOT WOTK-1n-PIOCESS. .. ...cctiiiiiiiiitietiee ettt ettt st et e bt et et eatesaeesbeenbeenbeas 21
Accounting fOr Parts and ACCESSOTIES .......ce.ueruiertieriiiiiete ittt ettt ettt st et e bt et e saeesaeesbeesbee bt enteeaeesaeesbeenbeenseas 22
Accounting for Dealership EXPENSES ........oouiiiiiiiiiiiiie ettt ettt et se e 23
AdVEITISING EXPEISE ....eviviiiieiieiiettete et et ettt et e st e sttesteesteesteasseesaessaeseenseenseensesnsesseesseenseenseanseansensaenseensen 23
Contracted SErVICES EXPEISE....cuiiiiiiiiieriieiieiiete ettt e te st e te st este e st esteessessaesseeseenseensesnsesneesseenseenseansenns 23
Dealership VEhicle EXPEINSE .....ocvieiieiieieiiieitieie ettt sttt ettt et ett e st e st et e essesssesnaesseesseeseenseensesssenseenseensens 24
DCLIVETY EXPEISE ...euviiieieieeiieiiett et eteetteette st e bt et s aesatessee st asseesseasseessenseenseenseansesnsesnsesseesseenseenseansenssenseenseensenn 24
Equipment REPairs EXPEIISE ......ccuieuieieeiieeiieitieiteeteetestestte st et et et e etaesttesseesseessesnsesneesseesseenseenseansesssenseenseenses 24
F1oorplan INterest EXPEIISE ....ccueevieiieieeiieeiiestterie et etestestte st et este et e esaesteeseesseessesnsesneesseesseenseenseensesssensaenseensenn 24
Miscellaneous SUPPIIES EXPEINSE ....cccuiiiuiieiiiiiiieeiieeiieeieeeeeette st e eteesteeebeesbeessbeessbaesssaesnseessseessseessseesnsesnsses 24
POLICY WOTK .ottt ettt e e st e et e e st eeesbeesabeeeabeesssaeasseesasaeasseesssaeasseesssaensseessseensseennsannsses 24
REPOSSESSION LLOSSES ..eeuviieuiiieiieeiieeiie ettt etteette et e et eebee s teeesbeessteeesseesnseeassaesssaeasseesnsaeassaesnsasasseessseenssessnsennsses 25
Accounting fOr PEtty Cash ......c.ooiiiiiiieee et ettt st sttt ettt et eb et e b s 25
Accounting for Dealership Cash RECEIPLS ... .c.ueiuiiriiiiiiiiiiiiete ettt ettt ae s 25
Accounting for FActOry RECEIVADIES ........c.cccuiiiirieiieiieieeie ettt sttt ettt e eaae s e e seesseenseenseennesnnesns 27
Accounting for NOtes RECEIVADIC........ccuiiiiiiiiiieiieieie ettt sttt ettt e eabeesaesseenseenseensesnnesnnesees 27
Accounting for DOUbtfUL ACCOUNLS ........eeouiiiiiiieieri ettt eesaeesae et e enseessessaesseeseensesnseensesnnesnns 28
Direct WIite-Off MEthOd .......coeiiiiiiiiiiee ettt st sttt et s besbe et nnen 28
Allowance for DOUBtful ACCOUNLS ......cc.evuiriiiiiiiitie sttt sttt st e eneen 29
Accounting for INSUTANCE CIAIMS ........ccueeriiiieiierieri ettt ettt e e seeseesse e teenseenseessessaesseeseensesnsesnsesnnesees 29
Accounting for Other AULOMOLIVE ASSELS .....cc.eertieriiiiiie ittt ettt ettt st et et et e s eesaeeseeesbee bt e bt enteeaeeeseenbeenseas 29
Accounting for Prepaid INSUTANCE .........couiiiiiiiiieieee et ettt st st e bt ettt et saeesbeenbeenneas 30
ACCOUNING TOT FIXEA ASSEES .....eentieiieiiieiieete ettt ettt et ettt s b e b e bt et e e et saeesbeesbe et e e bt enteeaeeebeenbeenbean 30
Fixed ASSEt ClasSIfICATIONS ...ceuteutieutieiieetieitieit ettt sttt et ettt eb e b e b et e et et esaeeseeesbee bt e et enteeseesbeenbeenbean 30
Initial Measurement Of @ FIX@d ASSET ......cc.eeruiiiiiiiiieiiei ettt ettt st s sbe et eae 31
DEPTECTAtION COMCEPLS .. vvieutieetieeieeeiieeieeetteeteeeteesteeeseessteeesseesssaeasseessseeasseessseessseesssasasseessseessseessseensseessseensses 31
The Straight-Line MEthOd........cccuiiiiiiiiiieiee ettt ettt et e b e ebeessesnsessaesseenseenseensenns 32

vi



IMACRS DEPICCIALION ... eetieneieneieitieeieetiesttesteesteetessestesseesseasseesseassesssesseeseenseassesnsesssesssesseenseenseanseessenseenseensens
Accounting for Leasechold IMProvements..........c.eecuiieiiiierieniieii et ettt sseesseeaeenaeeseessaenseenseas
Depreciation ACCOUNTING ENTIIES ......oouiiiiiiieitieieiie ettt ettt ettt st sa e bt ettt eateebeesbeenbeenneas
AcCUMUIAEd DEPIECIALION. ...ccuviiiiiieiieeiieeiieeite et e eee et e eeeebeesteeeabeessbeeesseessseeesseessseessseessseessseessseensseesssennsses
ASSEt DISPOSAL ACCOUNTING ...cuviieiieeiieeiieeiieeiteetteetteeteesteeebeestaeasseessseeasseessseessseessseessseessseessseessseenssessssesnsses
Accounting for Dealership VERICIES .........cccuiiiiiieiiiiieeiic ettt s ve e e sbe e et e e sebeessbeesnbeennees
Accounting for ACCOUNTS PAYable .........couiiiiiiiiiii et ettt
Accounting fOr INCOME TAXES ....c.eeuieuiieiiiiiieitieit ettt sttt ettt ettt e st e b e bt et e eaeesaeesbeesbee et enteeneeeaeesbeenbeenbean
Accounting for Sales and USE TaXES......eccueeuirierierieiietieieetestestesteesteessestesseesseesseesseanseassessseaseenseensesnsesnsesnsesnes
Accounting for Loans Payable ...........cccviiiiiiiiiiieiet ettt sttt ettt beenne e nns
ACCOUNTING FOT EQUILY ...uvieiiieiieeiiesiet ettt ettt et et e e e besaesatesaeesseenseenseanseensesseaseenseenseensesnsesneenees
Accounting fOr PAYTOLL........ooiiiiieiieiiee ettt ettt e s ae e te et e e st e enteesa e se e beenseenseenneennennes
Primary Payroll JOUMNAl ENtIY........ccuiiiiiiiiieiieceee ettt st st esse e s e enseenseensensaenseensens
ACCTUCA WAZES ...t ciieetiett ettt ete et e st et esteeaeeaeesatesate st anseesseasseesse et e enseenseansesnsesnsesseenseenseenseanseessanseeseensenn
ACCTUCA BOMUSES ...ttt ettt et sttt et e a e e b e b e e b e e bt embeeatesaeesbeesbe e bt emteenteeaeesbeenbeenbean
ACCTUCA COMIMISSIONS ...ttt et te st e bt et et eetesaeeshee bt enteea bt eate et eeeb e e bt e bt emaeeatesaeesbeenbee bt enteentesaeeeseenbeensean
ManUal PAYCRECK BNV ...oouiiiiiiiiiieiie ettt sttt e et e et ee st eesabeessbeeesseessseessseesnsaensseesnseensss
EMPIOYEE AQVANCES. ...ccuiiiiiieiieeiie ettt eite et e et e st e et e st e esbeessbeeeabeessseeasseessseessseesnsaeasseesssaeasseessseensseenssennsses
ACCTUCA VACALION PAY.....iiiiiiiiiiiiiiciie ettt st e e st e e et e e ssteeesbeesabeesaseesssaeassaesssaessseesssaensseensseensss
TAX DIEPOSIES ..vveeuvveeiieetieeiie ettt et te ettt ette ettt e tte e taeetteetaeeseeeasseenseeeasseesseensseesseensseaasseensseensseensseennseesseennseenns
CLOSING the BOOKS .....veeiiiiieeieciieieee ettt st e st e st e et eate e et e ssbessaeseenseenseensesnsesseasseenseenseenseensansseseensenn
AJUSHING ENETICS ...euiiiiieiiieeiieit ettt ettt ettt e st e st et e esteesbeesaesse e seenseansesnsesneesseesseenseenseenseessenseenseensenn
REVETSING ENEIICS ..eutiieieiiieeiiett ettt ettt ettt st e st s e st et e esteesbe et ee st eenseenseassesnsesnsesseesseenseenseansenssensaenseensenn
CommON AdJUSHING ENLIICS. .....eeiiiiiiieiieriieit ettt ettt st e st e bt et e esseesaesseeseenseensesnsesneesseenseenseensenns
UPAALE RESCIVES ....euiiiieiiieeiieit ettt ettt ettt st e st e st et e esseesteens e et se et eeseenseansesnsesneesseesseenseenseanseassensaenseensenn
Reconcile the Bank Stat@mMENT ..........couiiiiiiiiieie ettt sttt ettt et seee e e nbeebean
CalCUlate DEPIECIALION ... .ccuveitiietieeiieeette ettt estte ettt estteesteeesteeetaeessteesseessseesseessseesseeasseessseensseesseessseensseenssesnsses
RECOTA AL PAYADIES.......eeiiiiieiieeiieeiie ettt ettt e et e st e et eesabeeeabeessbeesssaesssaessseesssaessseesssaensseessseensseenssaensses
RECONCIIE ACCOUNLS ...ttt ettt b ettt e a e e b e b e b e e bt embeeatesaeeseeesbe e bt emteenteeaeeebeenbeensean
Review FINancial STAtBIMENTS ........couiiiiiieiieitieteee ettt ettt ettt e bt ettt eateeaeesbeenbeenneas
ACCTUE TaX LIADIIIEIES. .. eeeetietieie ettt b e e bt et et sat e sbeenbe e bt et e eateeaeesbeenbeenbean
ClLOSE the MOMN ...ttt b ettt et b e s bbbt ea et et e b saeebeebeeanennens

Answers to Course Questions

Glossary

Index

vii



	Course Information
	Learning Assignment & Objectives
	About the Author
	Table of Contents

