Additional Dealership Tax Tips
Implement a Cost Segregation Plan. Consider, if you haven’t
done so recently, implementing a cost segregation plan to
generate additional depreciation deductions which are hidden
in your dealership real estate building. The study carves out
amounts for wiring, lighting and other items which are tangible
personal property and assigns a shorter tax depreciable life
relative to the depreciable life of a building.
Review and Analyze Your Balance Sheet
Items to consider include:
1. Accounts Receivable - looking for accounts which can be
deemed uncollectible so that they can be written off as a bad
debt in 2016 vs 2017.
2. Review parts and accessories inventory in order to identify
slow moving perhaps obsolete parts which cannot be returned
for credit. Donating the parts will allow for a tax deduction in
2016.
3. Review accrued expenses by looking at subsequent
checks written to ensure that all or most of the expenses accrued
on the dealership Financials are in line with what is paid in subsequent payments. Be sure to check charge backs paid through
March 31, 2017 to compare with the accrual on the books of the
dealership.
4. Reconsider Inventory Methods. If your used vehicles are not
kept on LIFO inventory method – consider adopting lower of cost
or market method of Inventory valuation. You will be able to adjust
the inventory value to their total market value rather than cost.
Adjust Your Tax Accounting Method
Automatic changes granted by the IRS allows dealerships to

JANUARY 2017 - VOL. 16

Words of
Inspiration for the
Dealer’s Daughter

make certain elections with regards to tax accounting. The
following list reflects a few of these elections to change tax
accounting which will likely increase deductions in 2016.
1. Immediate expensing of advertising charges in most invoices
from manufacturer
2. Immediate expensing of Prepaid expenses whose term of
benefit or prepayment is less than 12 months

By Marilou C. Vroman, CPA, CFE

3. Electing to be a retail sales facility so that administrative
handling, and storage costs are immediately expensed.
To take full advantage of these strategies to save tax dollars,
you’ll need to act quickly: most of the above items must be in
place prior to December 31, 2016.
Capital Gains
Other areas of taxation – particularly Capital Gains – have long
had preferential reduced taxation. The fundamental theory
supporting reduced taxation is to encourage savings by investing, to become more economically independent. PE Trump
appears to support this theory.
The one change that PE Trump has mentioned is the carried
Interest trade, which relates to Hedge Fund Individuals whose
compensation is taxed at capital gain rates. The Hedge fund or
Private equity fund sells one of its investments at a gain. The
investor who contributed the funds to create the gain is
allocated between 95% to 98% of said gain. The balance of the
gain is passed to the hedge fund equity holders who pay
income tax at reduced capital gain rates. This is in general
referred to as “carried Interest trade.” It doesn’t have the savings
by investing concept as it is compensation to the equity holders
of the Advising entity.
Still, other potential changes remain unclear. For example, what
changes may be expected in terms of a flat tax. That is a question which can only be answered in time.
We’re Here to Help
If you have questions or comments, please contact me or any
one of our professionals who will be happy to assist you in
navigating – and capitalizing on – this new tax environment.

Axiom Advisors & VVH CPAs and Associates are excited to announce that we will begin sharing
weekly insights into automotive retail dealers-hips! Learn tips, trends andcontroversies related
to dealership operations, tax strategies, fraud risks and internal controls with The Weekly Spiff.
To receive The Weekly Spiff, simply follow us on Linkedin
or come visit our website at www.axiom-auto.com/welcome
and signup to receive it in your inbox.

888-9AXIOM9

786-520-2222

www.axiom-auto.com

www.vvh-cpa.com

Axiom Advisors was formed in the spirit of providing a fresh, new alternative to meet the specialized needs of retail automotive dealers. Our team
of professionals has the unique combination of
over 100 years of hands-on retail automotive industry experience working directly in dealerships,
paired with the assurance of professional accounting experience. Our advisors are “car guys” who
speak the language of the industry and truly understand the complexities of your business. We
specialize in enterprise management, mergers
and acquisitions, and litigation support.

Phil Villegas
pv@axiom-auto.com
786-472-2800
Mercedes Hendricks, CPA
mh@vvh-cpa.com
949-226-7449
Marilou C. Vroman, CPA, CFE
mv@axiom-auto.com
786-472-2805

VVH CPAs and Associates provides superior qua
lity public accounting services exclusively to an
automotive industry clientele. By integrating deep
automotive dealership operational experience
with the exacting standards of the CPA profes
sion, we provide innovative solutions, delivered
with integrity and care, that exceed our clients’
expectations.

I recently attended the inaugural Automotive News Leading
Women Conference in Dearborn, Michigan. Given my lifelong
passion for the automotive industry, I was intrigued by the
prospect of gathering with several hundred professional women
who also chose a career in the automotive industry as their life’s
work. Aptly enough, the event was held near “Motor City,” with
Ford’s
headquarters
visible
outside the hotel window and
GM’s Renaissance Center gleaming in the distance on the horizon.
The room was comprised of
hundreds of female automotive
professionals: women representing OEMs, executives of major
suppliers, female dealers and
professionals working in allied
industries. A powerful statement
was made in Dearborn that day.
To understand why this event was
so meaningful to me personally, let me take you back a few years.
My professional automotive beginnings were humble: I began
working as an office manager for a dealer group in upstate New
York straight out of college. My automotive story, however,
stretches much further back. In fact, I believe the car business is
encoded in my DNA. In the 1960’s, my mother worked for Louwman & Parqui, an automotive importer and distributor in The
Netherlands early in her career. She would beam as she recalled
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driving a Maserati from The Hague, The Netherlands to Frankfurt,
Germany representing her company for an automotive trade
show. Interestingly, no one at the time believed she worked for an
auto company. Such things were simply unheard of.
As I grew up, I enjoyed watching Formula One races with my
father, and I’d be the first to raise my hand when we decided who
would “get to” wash the car. In later years, with my first learner’s
permit, I had the chance to get behind the wheel of my
stepfather’s Chrysler Cordoba. At the helm of this incredibly large
machine, with eight cylinders at my fingertips and fuel at $.99 per
gallon – the world suddenly became my oyster. An instant sense
of freedom overcame me, knowing I could explore the world
outside of my neighborhood, and on my own terms. Soon thereafter, I got my license and bought my
first car, a 1973 Dodge Charger.
This was the day I first fell in love.
Not with a boy, but with my car. I
was that girl who tinted her own
windows, hand washed and
waxed every square inch of her
treasured vehicle, and it was me
who knew only a cotton swab
would do for the finishing touches.
That is when my passion for the
automotive industry was born.
The reality of going to college and choosing a profession came very
quickly. I found myself dreaming of a career in the automotive
industry, yet I was somewhat intimidated. My mother once shared a
story with me of her experience walking into a dealership with my
stepfather to buy a new car she had saved up for, only to have the
salesperson address my stepfather as the prospective buyer and
entirely disregard her. The salesperson was surprised to learn my
mother was both the decision maker and the buyer; and to see his
commission vaporize. This made a lasting impression on me.
Continues on pg. 2
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acquired during 2016 do NOT exceed $2,510,000. Furthermore,
new to 2015 and 2016 is the ability to deduct depreciable
property that is attached to your building that are NOT structural
components of a non-residential building, such as HVAC system.
If your show room has been renovated during 2016, your dealership may be able to immediately expense portions of cost of
renovating up to $250,000 under Section 179.
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Women at that time were generally not regarded – or respected
– decision makers in larger retail transactions such as vehicle or
home purchases. While I realized being a female automotive
consumer would be a challenge, I hoped things might be different on the career side of the equation, so I pressed on with my
goal.
The day I realized how challenging this industry could be for
female professionals came soon after I moved to Florida. Eager
to work for a dealership – and armed with a degree complemented by automotive office manager experience – I was
virtually assured a job, or
so I thought. I enthusiastically interviewed for an
office manager position
at a Pontiac dealer in
Delray Beach. I wore a
navy-blue suit, hair tied
back in a bun and wore
glasses at the time.
The General Manager
who conducted the
interview proceeded to
tell me that with my
“attractive appearance,”
my automotive career
might best be accelerated by working as a
receptionist
in
the
center of the showroom; he said “you will learn a lot about the
industry this way.” Stunned, I refocused my professional goal to
simply prove him wrong – and I did. Shortly thereafter, I was
pleased to accept an assistant controller position for a
well-established dealer group in Deerfield Beach.
Twenty-six years after accepting my first automotive position, I
simply cannot imagine doing anything else. Today, I am a
partner of two successful firms which exclusively serve the
automotive industry, not to mention, our CPA firm is majority
owned and operated by women. In these roles, I’ve had the
privilege to meet and work with many outstanding women –
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from dealership technicians, to parts managers, to service directors, general managers and dealer principals. This trend of
women securing these types of positions seems to be growing.
In recent years, we’ve seen significant changes as many women
have gained traction in greater leadership roles throughout the
industry and have been great sources of inspiration. Women
like Mary Barra, who worked her way up through the industry
and who in 2014 was promoted to General Motors CEO and in
2016 was elected Chairman of the Board. While at NADA this
year I witnessed the inspiring story of dealer Kitty Van Bortel from
Victor, New York. Kitty’s
automotive story began as
the daughter of a dealer
who came from the era that
women “couldn’t and
shouldn’t” be in the
automotive industry. Yet,
she went on her own to
become a top vehicle sales
person, progressing to
sales manager, then a used
car dealer and later
opened her own Subaru
franchise, followed by Ford
and Chevrolet.
In her
words, she had a “relentless drive to prove that a
woman can get to the top
in this business.” And so she did. She was awarded 2016 TIME
Dealer of the Year.
To the dealers with daughters who aspire to run the family
business, to the parents of a young girl who is excited to go to
the local car show or build a car with Legos, share these
stories of inspiration and let them know they can do anything
they put their mind to. Let’s help get the word out to aspiring
women to take a chance, beat the odds, and bring their
valuable experiences, talents and perspectives to this incredibly vibrant industry. If you have passion and genuine caring
for what you do, anything is possible.
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Tax Planning for 2016
and for President Elect
Trump’s Administration
By Dan Flugrath, CPA, CFP

With the presidential election behind us, now is the time to make
important decisions on how to move forward in light of the
expected tax law changes of President-Elect Trump (PE Trump)
for individuals and businesses.
The following is a summary of the expected tax plan, as outlined
on the PE Trump website:
(www.donaldjtrump.com/policies/tax-plan).
FEDERAL TAX LAW CHANGES IN 2017 AND FORWARD
Individual Income Tax
Tax Rates
The Trump Plan will collapse the current seven tax brackets to
three brackets. The rates and breakpoints shown below. Lowincome Americans will have an effective income tax rate of 0. The
tax brackets are similar to those in the House GOP tax blueprint.
Brackets & Rates for Married-Joint filers:
• Less than $75,000: 12%
• More than $75,000 but less than $225,000: 25%
• More than $225,000: 33%
*Brackets for single filers are ½ of these amounts
The 3.8 percent Obamacare tax on investment income likely will
be repealed, as will the alternative minimum tax. The Affordable
Care Act will likely also be repealed.
Business Tax
The Trump Plan will lower the business tax rate from 35 percent to
15 percent, and eliminate the corporate alternative minimum tax.

rates are expected to be 33%. Both individuals and Corporate
Entities will likely want to increase lawful deductions for 2016 and
defer income from 2016 to 2017, to maximize deductions and
minimize income in response to the net lowering of tax rates from
2016 to 2017 stemming from the presidential election.
This rate is available to all businesses, both small and large, that
want to retain the profits within the business. In addition:

Increasing Your 2016 Tax Deductions

It will provide a deemed repatriation of corporate profits held
offshore at a one-time tax rate of 10 percent.

1. If your dealership employs the LIFO method of accounting for
Inventories Increasing Ending inventories for items such as new
vehicles or new parts and accessories that are kept on LIFO can
increase your ending LIFO reserve, which in turn can increase
your cost of goods. This, in turn, reduces taxable income. Dealerships that employ LIFO should assess their Inventory levels to
avoid LIFO recapture income more so this year than prior years,
since it is very likely that Income tax rates will fall in 2017.

It eliminates most corporate tax expenditures except for the
Research and Development credit.
Firms engaged in manufacturing in the US may elect to expense
capital investment and lose the deductibility of corporate interest
expense. An election once made can only be revoked within the
first 3 years of election; if revoked, returns for prior years would
need to be amended to show revised status. After 3 years,
election is irrevocable.
How pass through entities would be taxed seems to be based
upon an election made by the owners of the pass through
entity. The owners could elect to be taxed at a flat rate of 15% on
the income vs. the tax under the regular individual income tax
rate which could be as high as 33%. It appears that the entity
would pay the 15% tax on profits retained by the pass through
entity. If and when the retained profits are distributed to owners,
they may be subject to additional tax, much in the same way that
current dividends from C Corporations are taxed today.
The above changes do not take into account possible State
Income tax changes. Most provisions are likely to be enacted as
the Republican Party holds a majority in both houses of Congress.
However, the enactment into law is NOT certain and may be
modified.
A Reduced Tax Environment
In light of the concluded elections, year-end tax planning strategies for 2016 are easier to understand than past years. Federal
Income Tax rates in 2016 can be as high as 43.4% vs. a much
lower anticipated rate in 2017. The 2017 maximum Individual tax
Continues on pg. 4
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The following are methods used increase deductions for 2016:

2. If you and your management team have been contemplating
purchasing new depreciable assets for your business, you should
make your purchases before 2016 year end. The acquisition of
NEW depreciable assets yields Bonus Depreciation of 50% of the
assets costs in the year of acquisition. Bonus Depreciation of 50%
is scheduled to be phased out and will be 40% in 2018 and 30% in
2019 and 0% in 2020.
3. During 2016, the IRS published what is known as the “de-Minimis
Safe Harbor”. This rule allows the automatic expensing of depreciable
fixed assets whose cost is under $2,500 for each item purchased.
For example: if your business purchases 20 computers for $2,400
each for a total purchase price of $48,000, you can expense the total
purchase without reducing any other provisions of the Internal
Revenue Code.
4. Section 179 allows for the immediate expensing of depreciable asset purchases up to $500,000 if the depreciable assets
Continues on pg. 5
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Women at that time were generally not regarded – or respected
– decision makers in larger retail transactions such as vehicle or
home purchases. While I realized being a female automotive
consumer would be a challenge, I hoped things might be different on the career side of the equation, so I pressed on with my
goal.
The day I realized how challenging this industry could be for
female professionals came soon after I moved to Florida. Eager
to work for a dealership – and armed with a degree complemented by automotive office manager experience – I was
virtually assured a job, or
so I thought. I enthusiastically interviewed for an
office manager position
at a Pontiac dealer in
Delray Beach. I wore a
navy-blue suit, hair tied
back in a bun and wore
glasses at the time.
The General Manager
who conducted the
interview proceeded to
tell me that with my
“attractive appearance,”
my automotive career
might best be accelerated by working as a
receptionist
in
the
center of the showroom; he said “you will learn a lot about the
industry this way.” Stunned, I refocused my professional goal to
simply prove him wrong – and I did. Shortly thereafter, I was
pleased to accept an assistant controller position for a
well-established dealer group in Deerfield Beach.
Twenty-six years after accepting my first automotive position, I
simply cannot imagine doing anything else. Today, I am a
partner of two successful firms which exclusively serve the
automotive industry, not to mention, our CPA firm is majority
owned and operated by women. In these roles, I’ve had the
privilege to meet and work with many outstanding women –
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from dealership technicians, to parts managers, to service directors, general managers and dealer principals. This trend of
women securing these types of positions seems to be growing.
In recent years, we’ve seen significant changes as many women
have gained traction in greater leadership roles throughout the
industry and have been great sources of inspiration. Women
like Mary Barra, who worked her way up through the industry
and who in 2014 was promoted to General Motors CEO and in
2016 was elected Chairman of the Board. While at NADA this
year I witnessed the inspiring story of dealer Kitty Van Bortel from
Victor, New York. Kitty’s
automotive story began as
the daughter of a dealer
who came from the era that
women “couldn’t and
shouldn’t” be in the
automotive industry. Yet,
she went on her own to
become a top vehicle sales
person, progressing to
sales manager, then a used
car dealer and later
opened her own Subaru
franchise, followed by Ford
and Chevrolet.
In her
words, she had a “relentless drive to prove that a
woman can get to the top
in this business.” And so she did. She was awarded 2016 TIME
Dealer of the Year.
To the dealers with daughters who aspire to run the family
business, to the parents of a young girl who is excited to go to
the local car show or build a car with Legos, share these
stories of inspiration and let them know they can do anything
they put their mind to. Let’s help get the word out to aspiring
women to take a chance, beat the odds, and bring their
valuable experiences, talents and perspectives to this incredibly vibrant industry. If you have passion and genuine caring
for what you do, anything is possible.
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With the presidential election behind us, now is the time to make
important decisions on how to move forward in light of the
expected tax law changes of President-Elect Trump (PE Trump)
for individuals and businesses.
The following is a summary of the expected tax plan, as outlined
on the PE Trump website:
(www.donaldjtrump.com/policies/tax-plan).
FEDERAL TAX LAW CHANGES IN 2017 AND FORWARD
Individual Income Tax
Tax Rates
The Trump Plan will collapse the current seven tax brackets to
three brackets. The rates and breakpoints shown below. Lowincome Americans will have an effective income tax rate of 0. The
tax brackets are similar to those in the House GOP tax blueprint.
Brackets & Rates for Married-Joint filers:
• Less than $75,000: 12%
• More than $75,000 but less than $225,000: 25%
• More than $225,000: 33%
*Brackets for single filers are ½ of these amounts
The 3.8 percent Obamacare tax on investment income likely will
be repealed, as will the alternative minimum tax. The Affordable
Care Act will likely also be repealed.
Business Tax
The Trump Plan will lower the business tax rate from 35 percent to
15 percent, and eliminate the corporate alternative minimum tax.

rates are expected to be 33%. Both individuals and Corporate
Entities will likely want to increase lawful deductions for 2016 and
defer income from 2016 to 2017, to maximize deductions and
minimize income in response to the net lowering of tax rates from
2016 to 2017 stemming from the presidential election.
This rate is available to all businesses, both small and large, that
want to retain the profits within the business. In addition:

Increasing Your 2016 Tax Deductions

It will provide a deemed repatriation of corporate profits held
offshore at a one-time tax rate of 10 percent.

1. If your dealership employs the LIFO method of accounting for
Inventories Increasing Ending inventories for items such as new
vehicles or new parts and accessories that are kept on LIFO can
increase your ending LIFO reserve, which in turn can increase
your cost of goods. This, in turn, reduces taxable income. Dealerships that employ LIFO should assess their Inventory levels to
avoid LIFO recapture income more so this year than prior years,
since it is very likely that Income tax rates will fall in 2017.

It eliminates most corporate tax expenditures except for the
Research and Development credit.
Firms engaged in manufacturing in the US may elect to expense
capital investment and lose the deductibility of corporate interest
expense. An election once made can only be revoked within the
first 3 years of election; if revoked, returns for prior years would
need to be amended to show revised status. After 3 years,
election is irrevocable.
How pass through entities would be taxed seems to be based
upon an election made by the owners of the pass through
entity. The owners could elect to be taxed at a flat rate of 15% on
the income vs. the tax under the regular individual income tax
rate which could be as high as 33%. It appears that the entity
would pay the 15% tax on profits retained by the pass through
entity. If and when the retained profits are distributed to owners,
they may be subject to additional tax, much in the same way that
current dividends from C Corporations are taxed today.
The above changes do not take into account possible State
Income tax changes. Most provisions are likely to be enacted as
the Republican Party holds a majority in both houses of Congress.
However, the enactment into law is NOT certain and may be
modified.
A Reduced Tax Environment
In light of the concluded elections, year-end tax planning strategies for 2016 are easier to understand than past years. Federal
Income Tax rates in 2016 can be as high as 43.4% vs. a much
lower anticipated rate in 2017. The 2017 maximum Individual tax
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The following are methods used increase deductions for 2016:

2. If you and your management team have been contemplating
purchasing new depreciable assets for your business, you should
make your purchases before 2016 year end. The acquisition of
NEW depreciable assets yields Bonus Depreciation of 50% of the
assets costs in the year of acquisition. Bonus Depreciation of 50%
is scheduled to be phased out and will be 40% in 2018 and 30% in
2019 and 0% in 2020.
3. During 2016, the IRS published what is known as the “de-Minimis
Safe Harbor”. This rule allows the automatic expensing of depreciable
fixed assets whose cost is under $2,500 for each item purchased.
For example: if your business purchases 20 computers for $2,400
each for a total purchase price of $48,000, you can expense the total
purchase without reducing any other provisions of the Internal
Revenue Code.
4. Section 179 allows for the immediate expensing of depreciable asset purchases up to $500,000 if the depreciable assets
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Women at that time were generally not regarded – or respected
– decision makers in larger retail transactions such as vehicle or
home purchases. While I realized being a female automotive
consumer would be a challenge, I hoped things might be different on the career side of the equation, so I pressed on with my
goal.
The day I realized how challenging this industry could be for
female professionals came soon after I moved to Florida. Eager
to work for a dealership – and armed with a degree complemented by automotive office manager experience – I was
virtually assured a job, or
so I thought. I enthusiastically interviewed for an
office manager position
at a Pontiac dealer in
Delray Beach. I wore a
navy-blue suit, hair tied
back in a bun and wore
glasses at the time.
The General Manager
who conducted the
interview proceeded to
tell me that with my
“attractive appearance,”
my automotive career
might best be accelerated by working as a
receptionist
in
the
center of the showroom; he said “you will learn a lot about the
industry this way.” Stunned, I refocused my professional goal to
simply prove him wrong – and I did. Shortly thereafter, I was
pleased to accept an assistant controller position for a
well-established dealer group in Deerfield Beach.
Twenty-six years after accepting my first automotive position, I
simply cannot imagine doing anything else. Today, I am a
partner of two successful firms which exclusively serve the
automotive industry, not to mention, our CPA firm is majority
owned and operated by women. In these roles, I’ve had the
privilege to meet and work with many outstanding women –
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from dealership technicians, to parts managers, to service directors, general managers and dealer principals. This trend of
women securing these types of positions seems to be growing.
In recent years, we’ve seen significant changes as many women
have gained traction in greater leadership roles throughout the
industry and have been great sources of inspiration. Women
like Mary Barra, who worked her way up through the industry
and who in 2014 was promoted to General Motors CEO and in
2016 was elected Chairman of the Board. While at NADA this
year I witnessed the inspiring story of dealer Kitty Van Bortel from
Victor, New York. Kitty’s
automotive story began as
the daughter of a dealer
who came from the era that
women “couldn’t and
shouldn’t” be in the
automotive industry. Yet,
she went on her own to
become a top vehicle sales
person, progressing to
sales manager, then a used
car dealer and later
opened her own Subaru
franchise, followed by Ford
and Chevrolet.
In her
words, she had a “relentless drive to prove that a
woman can get to the top
in this business.” And so she did. She was awarded 2016 TIME
Dealer of the Year.
To the dealers with daughters who aspire to run the family
business, to the parents of a young girl who is excited to go to
the local car show or build a car with Legos, share these
stories of inspiration and let them know they can do anything
they put their mind to. Let’s help get the word out to aspiring
women to take a chance, beat the odds, and bring their
valuable experiences, talents and perspectives to this incredibly vibrant industry. If you have passion and genuine caring
for what you do, anything is possible.
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With the presidential election behind us, now is the time to make
important decisions on how to move forward in light of the
expected tax law changes of President-Elect Trump (PE Trump)
for individuals and businesses.
The following is a summary of the expected tax plan, as outlined
on the PE Trump website:
(www.donaldjtrump.com/policies/tax-plan).
FEDERAL TAX LAW CHANGES IN 2017 AND FORWARD
Individual Income Tax
Tax Rates
The Trump Plan will collapse the current seven tax brackets to
three brackets. The rates and breakpoints shown below. Lowincome Americans will have an effective income tax rate of 0. The
tax brackets are similar to those in the House GOP tax blueprint.
Brackets & Rates for Married-Joint filers:
• Less than $75,000: 12%
• More than $75,000 but less than $225,000: 25%
• More than $225,000: 33%
*Brackets for single filers are ½ of these amounts
The 3.8 percent Obamacare tax on investment income likely will
be repealed, as will the alternative minimum tax. The Affordable
Care Act will likely also be repealed.
Business Tax
The Trump Plan will lower the business tax rate from 35 percent to
15 percent, and eliminate the corporate alternative minimum tax.

rates are expected to be 33%. Both individuals and Corporate
Entities will likely want to increase lawful deductions for 2016 and
defer income from 2016 to 2017, to maximize deductions and
minimize income in response to the net lowering of tax rates from
2016 to 2017 stemming from the presidential election.
This rate is available to all businesses, both small and large, that
want to retain the profits within the business. In addition:
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It will provide a deemed repatriation of corporate profits held
offshore at a one-time tax rate of 10 percent.

1. If your dealership employs the LIFO method of accounting for
Inventories Increasing Ending inventories for items such as new
vehicles or new parts and accessories that are kept on LIFO can
increase your ending LIFO reserve, which in turn can increase
your cost of goods. This, in turn, reduces taxable income. Dealerships that employ LIFO should assess their Inventory levels to
avoid LIFO recapture income more so this year than prior years,
since it is very likely that Income tax rates will fall in 2017.

It eliminates most corporate tax expenditures except for the
Research and Development credit.
Firms engaged in manufacturing in the US may elect to expense
capital investment and lose the deductibility of corporate interest
expense. An election once made can only be revoked within the
first 3 years of election; if revoked, returns for prior years would
need to be amended to show revised status. After 3 years,
election is irrevocable.
How pass through entities would be taxed seems to be based
upon an election made by the owners of the pass through
entity. The owners could elect to be taxed at a flat rate of 15% on
the income vs. the tax under the regular individual income tax
rate which could be as high as 33%. It appears that the entity
would pay the 15% tax on profits retained by the pass through
entity. If and when the retained profits are distributed to owners,
they may be subject to additional tax, much in the same way that
current dividends from C Corporations are taxed today.
The above changes do not take into account possible State
Income tax changes. Most provisions are likely to be enacted as
the Republican Party holds a majority in both houses of Congress.
However, the enactment into law is NOT certain and may be
modified.
A Reduced Tax Environment
In light of the concluded elections, year-end tax planning strategies for 2016 are easier to understand than past years. Federal
Income Tax rates in 2016 can be as high as 43.4% vs. a much
lower anticipated rate in 2017. The 2017 maximum Individual tax
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2. If you and your management team have been contemplating
purchasing new depreciable assets for your business, you should
make your purchases before 2016 year end. The acquisition of
NEW depreciable assets yields Bonus Depreciation of 50% of the
assets costs in the year of acquisition. Bonus Depreciation of 50%
is scheduled to be phased out and will be 40% in 2018 and 30% in
2019 and 0% in 2020.
3. During 2016, the IRS published what is known as the “de-Minimis
Safe Harbor”. This rule allows the automatic expensing of depreciable
fixed assets whose cost is under $2,500 for each item purchased.
For example: if your business purchases 20 computers for $2,400
each for a total purchase price of $48,000, you can expense the total
purchase without reducing any other provisions of the Internal
Revenue Code.
4. Section 179 allows for the immediate expensing of depreciable asset purchases up to $500,000 if the depreciable assets
Continues on pg. 5
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Additional Dealership Tax Tips
Implement a Cost Segregation Plan. Consider, if you haven’t
done so recently, implementing a cost segregation plan to
generate additional depreciation deductions which are hidden
in your dealership real estate building. The study carves out
amounts for wiring, lighting and other items which are tangible
personal property and assigns a shorter tax depreciable life
relative to the depreciable life of a building.
Review and Analyze Your Balance Sheet
Items to consider include:
1. Accounts Receivable - looking for accounts which can be
deemed uncollectible so that they can be written off as a bad
debt in 2016 vs 2017.
2. Review parts and accessories inventory in order to identify
slow moving perhaps obsolete parts which cannot be returned
for credit. Donating the parts will allow for a tax deduction in
2016.
3. Review accrued expenses by looking at subsequent
checks written to ensure that all or most of the expenses accrued
on the dealership Financials are in line with what is paid in subsequent payments. Be sure to check charge backs paid through
March 31, 2017 to compare with the accrual on the books of the
dealership.
4. Reconsider Inventory Methods. If your used vehicles are not
kept on LIFO inventory method – consider adopting lower of cost
or market method of Inventory valuation. You will be able to adjust
the inventory value to their total market value rather than cost.
Adjust Your Tax Accounting Method
Automatic changes granted by the IRS allows dealerships to

JANUARY 2017 - VOL. 16

Words of
Inspiration for the
Dealer’s Daughter

make certain elections with regards to tax accounting. The
following list reflects a few of these elections to change tax
accounting which will likely increase deductions in 2016.
1. Immediate expensing of advertising charges in most invoices
from manufacturer
2. Immediate expensing of Prepaid expenses whose term of
benefit or prepayment is less than 12 months

By Marilou C. Vroman, CPA, CFE

3. Electing to be a retail sales facility so that administrative
handling, and storage costs are immediately expensed.
To take full advantage of these strategies to save tax dollars,
you’ll need to act quickly: most of the above items must be in
place prior to December 31, 2016.
Capital Gains
Other areas of taxation – particularly Capital Gains – have long
had preferential reduced taxation. The fundamental theory
supporting reduced taxation is to encourage savings by investing, to become more economically independent. PE Trump
appears to support this theory.
The one change that PE Trump has mentioned is the carried
Interest trade, which relates to Hedge Fund Individuals whose
compensation is taxed at capital gain rates. The Hedge fund or
Private equity fund sells one of its investments at a gain. The
investor who contributed the funds to create the gain is
allocated between 95% to 98% of said gain. The balance of the
gain is passed to the hedge fund equity holders who pay
income tax at reduced capital gain rates. This is in general
referred to as “carried Interest trade.” It doesn’t have the savings
by investing concept as it is compensation to the equity holders
of the Advising entity.
Still, other potential changes remain unclear. For example, what
changes may be expected in terms of a flat tax. That is a question which can only be answered in time.
We’re Here to Help
If you have questions or comments, please contact me or any
one of our professionals who will be happy to assist you in
navigating – and capitalizing on – this new tax environment.

Axiom Advisors & VVH CPAs and Associates are excited to announce that we will begin sharing
weekly insights into automotive retail dealers-hips! Learn tips, trends andcontroversies related
to dealership operations, tax strategies, fraud risks and internal controls with The Weekly Spiff.
To receive The Weekly Spiff, simply follow us on Linkedin
or come visit our website at www.axiom-auto.com/welcome
and signup to receive it in your inbox.

888-9AXIOM9

786-520-2222

www.axiom-auto.com

www.vvh-cpa.com

Axiom Advisors was formed in the spirit of providing a fresh, new alternative to meet the specialized needs of retail automotive dealers. Our team
of professionals has the unique combination of
over 100 years of hands-on retail automotive industry experience working directly in dealerships,
paired with the assurance of professional accounting experience. Our advisors are “car guys” who
speak the language of the industry and truly understand the complexities of your business. We
specialize in enterprise management, mergers
and acquisitions, and litigation support.

Phil Villegas
pv@axiom-auto.com
786-472-2800
Mercedes Hendricks, CPA
mh@vvh-cpa.com
949-226-7449
Marilou C. Vroman, CPA, CFE
mv@axiom-auto.com
786-472-2805

VVH CPAs and Associates provides superior qua
lity public accounting services exclusively to an
automotive industry clientele. By integrating deep
automotive dealership operational experience
with the exacting standards of the CPA profes
sion, we provide innovative solutions, delivered
with integrity and care, that exceed our clients’
expectations.

I recently attended the inaugural Automotive News Leading
Women Conference in Dearborn, Michigan. Given my lifelong
passion for the automotive industry, I was intrigued by the
prospect of gathering with several hundred professional women
who also chose a career in the automotive industry as their life’s
work. Aptly enough, the event was held near “Motor City,” with
Ford’s
headquarters
visible
outside the hotel window and
GM’s Renaissance Center gleaming in the distance on the horizon.
The room was comprised of
hundreds of female automotive
professionals: women representing OEMs, executives of major
suppliers, female dealers and
professionals working in allied
industries. A powerful statement
was made in Dearborn that day.
To understand why this event was
so meaningful to me personally, let me take you back a few years.
My professional automotive beginnings were humble: I began
working as an office manager for a dealer group in upstate New
York straight out of college. My automotive story, however,
stretches much further back. In fact, I believe the car business is
encoded in my DNA. In the 1960’s, my mother worked for Louwman & Parqui, an automotive importer and distributor in The
Netherlands early in her career. She would beam as she recalled
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driving a Maserati from The Hague, The Netherlands to Frankfurt,
Germany representing her company for an automotive trade
show. Interestingly, no one at the time believed she worked for an
auto company. Such things were simply unheard of.
As I grew up, I enjoyed watching Formula One races with my
father, and I’d be the first to raise my hand when we decided who
would “get to” wash the car. In later years, with my first learner’s
permit, I had the chance to get behind the wheel of my
stepfather’s Chrysler Cordoba. At the helm of this incredibly large
machine, with eight cylinders at my fingertips and fuel at $.99 per
gallon – the world suddenly became my oyster. An instant sense
of freedom overcame me, knowing I could explore the world
outside of my neighborhood, and on my own terms. Soon thereafter, I got my license and bought my
first car, a 1973 Dodge Charger.
This was the day I first fell in love.
Not with a boy, but with my car. I
was that girl who tinted her own
windows, hand washed and
waxed every square inch of her
treasured vehicle, and it was me
who knew only a cotton swab
would do for the finishing touches.
That is when my passion for the
automotive industry was born.
The reality of going to college and choosing a profession came very
quickly. I found myself dreaming of a career in the automotive
industry, yet I was somewhat intimidated. My mother once shared a
story with me of her experience walking into a dealership with my
stepfather to buy a new car she had saved up for, only to have the
salesperson address my stepfather as the prospective buyer and
entirely disregard her. The salesperson was surprised to learn my
mother was both the decision maker and the buyer; and to see his
commission vaporize. This made a lasting impression on me.
Continues on pg. 2
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acquired during 2016 do NOT exceed $2,510,000. Furthermore,
new to 2015 and 2016 is the ability to deduct depreciable
property that is attached to your building that are NOT structural
components of a non-residential building, such as HVAC system.
If your show room has been renovated during 2016, your dealership may be able to immediately expense portions of cost of
renovating up to $250,000 under Section 179.
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Additional Dealership Tax Tips
Implement a Cost Segregation Plan. Consider, if you haven’t
done so recently, implementing a cost segregation plan to
generate additional depreciation deductions which are hidden
in your dealership real estate building. The study carves out
amounts for wiring, lighting and other items which are tangible
personal property and assigns a shorter tax depreciable life
relative to the depreciable life of a building.
Review and Analyze Your Balance Sheet
Items to consider include:
1. Accounts Receivable - looking for accounts which can be
deemed uncollectible so that they can be written off as a bad
debt in 2016 vs 2017.
2. Review parts and accessories inventory in order to identify
slow moving perhaps obsolete parts which cannot be returned
for credit. Donating the parts will allow for a tax deduction in
2016.
3. Review accrued expenses by looking at subsequent
checks written to ensure that all or most of the expenses accrued
on the dealership Financials are in line with what is paid in subsequent payments. Be sure to check charge backs paid through
March 31, 2017 to compare with the accrual on the books of the
dealership.
4. Reconsider Inventory Methods. If your used vehicles are not
kept on LIFO inventory method – consider adopting lower of cost
or market method of Inventory valuation. You will be able to adjust
the inventory value to their total market value rather than cost.
Adjust Your Tax Accounting Method
Automatic changes granted by the IRS allows dealerships to
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make certain elections with regards to tax accounting. The
following list reflects a few of these elections to change tax
accounting which will likely increase deductions in 2016.
1. Immediate expensing of advertising charges in most invoices
from manufacturer
2. Immediate expensing of Prepaid expenses whose term of
benefit or prepayment is less than 12 months

By Marilou C. Vroman, CPA, CFE

3. Electing to be a retail sales facility so that administrative
handling, and storage costs are immediately expensed.
To take full advantage of these strategies to save tax dollars,
you’ll need to act quickly: most of the above items must be in
place prior to December 31, 2016.
Capital Gains
Other areas of taxation – particularly Capital Gains – have long
had preferential reduced taxation. The fundamental theory
supporting reduced taxation is to encourage savings by investing, to become more economically independent. PE Trump
appears to support this theory.
The one change that PE Trump has mentioned is the carried
Interest trade, which relates to Hedge Fund Individuals whose
compensation is taxed at capital gain rates. The Hedge fund or
Private equity fund sells one of its investments at a gain. The
investor who contributed the funds to create the gain is
allocated between 95% to 98% of said gain. The balance of the
gain is passed to the hedge fund equity holders who pay
income tax at reduced capital gain rates. This is in general
referred to as “carried Interest trade.” It doesn’t have the savings
by investing concept as it is compensation to the equity holders
of the Advising entity.
Still, other potential changes remain unclear. For example, what
changes may be expected in terms of a flat tax. That is a question which can only be answered in time.
We’re Here to Help
If you have questions or comments, please contact me or any
one of our professionals who will be happy to assist you in
navigating – and capitalizing on – this new tax environment.

Axiom Advisors & VVH CPAs and Associates are excited to announce that we will begin sharing
weekly insights into automotive retail dealers-hips! Learn tips, trends andcontroversies related
to dealership operations, tax strategies, fraud risks and internal controls with The Weekly Spiff.
To receive The Weekly Spiff, simply follow us on Linkedin
or come visit our website at www.axiom-auto.com/welcome
and signup to receive it in your inbox.

888-9AXIOM9

786-520-2222

www.axiom-auto.com

www.vvh-cpa.com

Axiom Advisors was formed in the spirit of providing a fresh, new alternative to meet the specialized needs of retail automotive dealers. Our team
of professionals has the unique combination of
over 100 years of hands-on retail automotive industry experience working directly in dealerships,
paired with the assurance of professional accounting experience. Our advisors are “car guys” who
speak the language of the industry and truly understand the complexities of your business. We
specialize in enterprise management, mergers
and acquisitions, and litigation support.

Phil Villegas
pv@axiom-auto.com
786-472-2800
Mercedes Hendricks, CPA
mh@vvh-cpa.com
949-226-7449
Marilou C. Vroman, CPA, CFE
mv@axiom-auto.com
786-472-2805

VVH CPAs and Associates provides superior qua
lity public accounting services exclusively to an
automotive industry clientele. By integrating deep
automotive dealership operational experience
with the exacting standards of the CPA profes
sion, we provide innovative solutions, delivered
with integrity and care, that exceed our clients’
expectations.

I recently attended the inaugural Automotive News Leading
Women Conference in Dearborn, Michigan. Given my lifelong
passion for the automotive industry, I was intrigued by the
prospect of gathering with several hundred professional women
who also chose a career in the automotive industry as their life’s
work. Aptly enough, the event was held near “Motor City,” with
Ford’s
headquarters
visible
outside the hotel window and
GM’s Renaissance Center gleaming in the distance on the horizon.
The room was comprised of
hundreds of female automotive
professionals: women representing OEMs, executives of major
suppliers, female dealers and
professionals working in allied
industries. A powerful statement
was made in Dearborn that day.
To understand why this event was
so meaningful to me personally, let me take you back a few years.
My professional automotive beginnings were humble: I began
working as an office manager for a dealer group in upstate New
York straight out of college. My automotive story, however,
stretches much further back. In fact, I believe the car business is
encoded in my DNA. In the 1960’s, my mother worked for Louwman & Parqui, an automotive importer and distributor in The
Netherlands early in her career. She would beam as she recalled
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driving a Maserati from The Hague, The Netherlands to Frankfurt,
Germany representing her company for an automotive trade
show. Interestingly, no one at the time believed she worked for an
auto company. Such things were simply unheard of.
As I grew up, I enjoyed watching Formula One races with my
father, and I’d be the first to raise my hand when we decided who
would “get to” wash the car. In later years, with my first learner’s
permit, I had the chance to get behind the wheel of my
stepfather’s Chrysler Cordoba. At the helm of this incredibly large
machine, with eight cylinders at my fingertips and fuel at $.99 per
gallon – the world suddenly became my oyster. An instant sense
of freedom overcame me, knowing I could explore the world
outside of my neighborhood, and on my own terms. Soon thereafter, I got my license and bought my
first car, a 1973 Dodge Charger.
This was the day I first fell in love.
Not with a boy, but with my car. I
was that girl who tinted her own
windows, hand washed and
waxed every square inch of her
treasured vehicle, and it was me
who knew only a cotton swab
would do for the finishing touches.
That is when my passion for the
automotive industry was born.
The reality of going to college and choosing a profession came very
quickly. I found myself dreaming of a career in the automotive
industry, yet I was somewhat intimidated. My mother once shared a
story with me of her experience walking into a dealership with my
stepfather to buy a new car she had saved up for, only to have the
salesperson address my stepfather as the prospective buyer and
entirely disregard her. The salesperson was surprised to learn my
mother was both the decision maker and the buyer; and to see his
commission vaporize. This made a lasting impression on me.
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acquired during 2016 do NOT exceed $2,510,000. Furthermore,
new to 2015 and 2016 is the ability to deduct depreciable
property that is attached to your building that are NOT structural
components of a non-residential building, such as HVAC system.
If your show room has been renovated during 2016, your dealership may be able to immediately expense portions of cost of
renovating up to $250,000 under Section 179.
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