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

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. 
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NOW PROVIDING EXCEPTIONAL TAX AND ASSURANCE SERVICES

If you’ve ever worked in an automotive dealership, chances 
are you’ve either paid or received cash spiffs, OEM spin 

incentives, gifts, bird dogs or other benefits, beyond your 
regular salary, hourly wage or commission. Dealerships are 
ripe with opportunities – and challenges – to sell more and 
outperform others in exchange for enticing rewards.

Dealers and manufacturers also typically incentivize dealer-
ship personnel at varying levels. This could take the form of 
free lunches or cash incentives, or even luxury watches and 
exotic vacations, in return for strong performance and in-
creasing years of service. But what are these items in rea-
lity? Non-taxable gifts? An alternate form of compensation?  
While the recipients of these perks hold a different view, the 
dealership is at risk of significant penalties for not reporting 
certain items as income. Here are some tips on how to treat 
these benefits, to keep your employees, as well as 
the IRS, happy.

TO LIFO OR NOT TO LIFO:
THAT IS THE (VALUATION) QUESTION.

By Dan Flugrath, CPA, CFP

LIFO is an inventory valuation method, or flow, that many vehicle 
dealerships use for tax and accounting purposes.  First introdu-
ced in the early 1900’s as the Base Stock method, LIFO has been 
part of the U.S. Tax Code since 1939.

Many vehicle dealerships that are not publically traded on U.S. 
or Japanese stock exchanges are likely using the LIFO Inventory 
Flow.  While LIFO is not an acceptable inventory valuation method 
of accounting under International Financial Reporting Standards, 
it is currently allowed in the U.S. as a Generally Acceptable Ac-
counting Principle (GAAP).

The reasons for selecting the LIFO method to value inventory are 
varied. Private companies often use LIFO to match current cost 
to current year sales, which has the effect of reducing taxable 
income in times of inflation.  Most publically traded dealership 
groups don’t use LIFO for that same exact reason: it reduces 
current period earnings reported to investors in times of inflation. 
It’s worth noting, by the way, that the U.S economy has not expe-
rienced deflation since the Great Depression in 1933.

Here’s a somewhat extreme example to illustrate the benefit of 
LIFO. An ounce of Gold in 1939 sold for approximately $35. The 
average price for Gold sold on U.S. Futures market during 2014 
was $1,200.  If the gold dealer elected LIFO in 1939 and had 
1,000 ounces of gold, the LIFO reserve balance at December 31, 
2014 could be as high as $1,165,000. {1,000 oz. x ($1,200 - $35)}. 
The calculation assumes that Inventory of Gold never goes be-
low 1,000 ounces. The current tax on $1,165,000 is approximately 
$466,000!

Many vehicle dealerships elected LIFO in the 1960’s through the 
1980’s and have built up healthy LIFO reserves.  What most dea-
lers don’t know, let alone have planned for, is that ultimately those 
reserves will be a factor in transferring the dealership to the next 
generation of family members, or upon the sale of the dealership 
to non-family members. Whether a transfer or a sale, as a result 
of the transition to new ownership hierarchy, you will be requi-
red to repay the tax impact of LIFO if a sale of the dealership 
takes place at that time.

If you’re a private automotive retail dealer, you’re probably using the Last in, First out (LIFO) method of inventory valuation, at the very
least, for your new vehicle inventory. In periods where inventory and inflation are rising, LIFO reduces your inventory valuation at year 

end, giving you a tax deduction in the current year. Great!  But did you know that at some point you will have to pay that back, and when 
the time comes, will you be ready?

So, the question becomes: is it better to elect out of LIFO shortly be-
fore the sale or transfer? What will be the cost?

When LIFO is used in the previous year’s reporting period, electing 
not to utilize LIFO for tax inventory accounting purposes in the current 
reporting period represents a change in accounting method.  The 
change from LIFO to another method of accounting for inventories is 
an automatic change, meaning the entity does not need to obtain con-
sent from the IRS. Changing from LIFO to another acceptable method 
normally would allow the LIFO Reserve to be recaptured over 
four years.  

However, if the assets of the dealership, or the entity that holds them, 
are sold or disposed of in a taxable sale, the LIFO reserve would be 
taxable in full in that year. The income attributable to this change in 
accounting for inventory would then be taxed at ordinary income 
tax rates. 

MY RECOMMENDATION

Taking the above factors into consideration, you can see how it is 
more favorable to elect out of LIFO if the owners of a vehicle dealers-
hip plan to dispose of their dealership in the near future.  They would 
benefit in reporting the LIFO recapture over a period of four years vs. 
paying the full amount all at once, if they wait until the sale of 
the dealership.

BENEFITS: THE BASICS

• Dealership employees should be taxed on benefits recei-
ved, unless a benefit is specifically excluded from income
by statute.

• If a benefit isn’t specifically excluded, it is taxable income
to the employee and should be included in the employee’s
gross earnings.

• When an employee provides services to an employer and
receives something of value in return, in general, the value
received is taxable.

Continues on pg. 2

“I hope that I’m 
keeping the IRS 

happy...”

Join us as we present at this key event for CPA’s and financial 

professionals working within the automotive industry.  

Not yet registered? Call us to receive $100 discount!

Exceptional. Automotive. Assurance.Innovative. Automotive. Insight.

Presenting on 
“Dealership Fraud Preventions”

Friday, October 7, 2016
12:30 pm - 1:45 pm
Bellagio Las Vegas

2016 AICPA AUTO DEALERSHIP CONFERENCE



Look Back Method” is another common method in which the 
value of the use of any new demonstration automobile is based 
on the average sales price of ALL vehicles sold in the prior year.  
The dealership may use any reasonable method to determine 
the value of the demonstration automobile.  

Once the value of the vehicle is determined, the “Annual Lease 
Value” may be obtained from a table in the IRS regulations Pu-
blication 15-B (www.irs.gov/publications). The value from the 
table is then multiplied by the percentage of personal use.  This 
amount may be offset by employee payments to the emplo-
yer for personal use of the vehicle.  The Annual Lease Value 
approach tends to generate the greatest tax obligation, so we 
encourage thorough record keeping to accurately reflect the 
business and personal use of the vehicle.  Alternatively, the 
“Cents-Per-Mile” valuation method could be used to calculate 
the taxable benefit.  This method is subject to personal mileage 
logs and fair market value limitations.  

MEALS & LODGING 
Very small dollar value benefits, also known as “de minimis 
fringe benefits,” are non-taxable if accounting for the benefit is 
considered unreasonable or impractical.  For example, taxing an 
employee for two daily cups of coffee and the occasional donut 
from the customer lounge would certainly present an adminis-
trative challenge and therefore the value of these “perks” would 
not be taxable. In general, group meals, holiday celebrations and 
birthday celebrations with a low fair market value would be ex-
cluded from income.  

In some instances, meals and/or lodging are provided to an em-
ployee as a convenience for the employer.  For example, meals 
provided to accounting staff while working late at night to close 
the month would not be taxable.  These meals are for business 
reasons and these benefits would be excluded from employee 
income.  Lodging may also be excluded if it is provided to the 
employee for the convenience of the employer (as opposed to 
the convenience of the employee). Lodging is deemed for the 
convenience of the employer if the employee would not be able 
to perform their work function without the lodging 
being provided.  

Exceptional. Automotive. Assurance.

The following list, while not comprehensive, highlights the be-
nefits most often found in dealerships.

EMPLOYEE DISCOUNTS
Dealerships often provide discounted vehicles or free parts and 
labor to certain employees.  Typically, discounts are not taxa-
ble.  If a dealership provides vehicle repairs to employees at no 
substantial additional cost, the value of that service work is not 
taxed to the employee. Similarly, dealerships can sell parts and 
service to their employees at a discount from customer pay 
rates without causing the employees to be taxed. But it’s cru-
cial that the discount is made available on a non-discriminatory 
basis: that is, available to all employees with the same terms, 
regardless of compensation levels or position.  

For example, if free oil is given to the dealership CFO for her 
personal vehicle, the same benefit should be available to an 
accounting clerk or salesperson. If a benefit fails the nondis-
crimination test, only non-highly compensated employees may 
exclude the value of the benefit from their income.  The dis-
count on parts and accessories may not exceed the employer’s 
typical profit percentage and the discount on services is limited 
to 20 percent. 

Continued from pg. 1

DEMONSTRATORS
If you’re one of the fortunate few who still enjoy a demons-
trator as part of your compensation package, the fair mar-
ket value portion of the vehicle used for personal benefit 
is generally taxable. Conversely, if a vehicle is provided as 
a working condition fringe benefit, such as a demonstrator 
provided to a full-time vehicle salesperson, for the purpose 
of marketing the vehicle to prospects, the business portion 
of the vehicle use would not be taxable.  To understand a 
working condition fringe benefit, if the employee paid for 
the vehicle personally and used it for business, he would be 
entitled to a deduction for the business use. If the employer 
pays for the vehicle instead, the business use may be exclu-
ded from the income of the employee.  In other words, if a 
sales person is provided a demo, the portion dedicated to 
commuting and personal travel would be taxable.

There are several methods to determine the amount of “de-
monstrator income” to add to earnings. One of the simplest 
methods is the “Lease Valuation Rule,” which bases the ta-
xable income on the fair market value of the vehicle being 
driven, including the cost of insurance and maintenance.   
This method is typically applicable to demonstrator use by 
owners or executive management. The “Annual Average 
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Speaking from personal experience, an employer-provided 
condo in downtown Miami would have been a great emplo-
yee benefit! This little perk would have eliminated my for-
mer two-hour commute from Boca Raton. Unfortunately, 
from the IRS’s perspective, the sheer inconvenience, pain 
and suffering I endured on this daily commute was simply 
not enough to justify a non-taxable lodging benefit.

CASH SPIFFS, SPINS AND BIRD DOGS 
In general, any amount of cash given to an employee is 
taxable.  If cash or its equivalent is provided to an employee 
as a reward for performance, for example, a $35 gift card, 
or a $50 bird dog, this benefit would be taxable because 
cash payments can be easily tracked and are not conside-
red de minimis by the IRS.  The value of any cash reward 
or incentive, including gift cards, regardless of how small, 
should be included in the employee’s earnings.   In the case 
of spiffs, spins, and incentives paid by the manufacturer 
directly to the employee, this is considered taxable income, 
however it is not subject to federal income tax withholding 
or self-employment taxes.  This income is typically reported 
on form 1099-MISC by the payer and should be reported as 
other income by the recipient.

EMPLOYEE ACHIEVEMENT AWARDS
Employee achievement awards are typically excludable 
from an employee’s gross income if it is an item of tangible 
personal property that meets three conditions. It must be: 

• Transferred by an employer to an employee for length 
of service or a safety achievement.

• An award that’s given as part of a meaningful                
presentation.

• Awarded in circumstances that don’t create a                 
significant likelihood of disguised pay.

A length of service award may only be earned after the 
first five years of employment and no more than once per 
year thereafter.  A safety achievement award will qualify 
for exemption unless it is given to a manager, administra-
tor, clerical employee or other professional employee, or, if 
more than 10% of employees not included in the list above 
have received a safety achievement award. These achie-
vement awards are limited generally to a cost of $400 per 

employee for non-qualified plan awards, which are based on 
an established and written reward program, and these awards 
may not favor highly compensated employees. The awards are 
also limited to $1,600 per employee per year. 

GIFTS
In general, gifts from employers to employees are not excluded 
from income, unless the gift falls under the de minimis defini-
tion.  For example, holiday turkeys of nominal value would not 
be taxable.  However, gifts made by employers for the holidays, 
or for milestone occasions such as work anniversaries, are ta-
xable to the recipient regardless of the basis upon which the 
dollar amount or value of the “gift” is determined.  

EDUCATIONAL ASSISTANCE AND TRAINING 
Dealers often pay substantial amounts for on-the-job or off-
site training and educational assistance. If used to maintain or 
improve the employee’s job skills, the benefit is excluded from 
the employee’s income. The payments, can be made directly 
to the educational institution, or reimbursed by the employer 
and are deductible by the employee. In general, an employee 
can exclude up to $5,250 of benefits received under a qualified 
education assistance program provided by the employer.  The 
benefits may include the cost of books, tuition and equipment.  
As with other plans, the educational assistance program must 
not be discriminatory in any way.
 
IN SUMMARY
Employee benefits and bonuses are vital to attracting and re-
taining quality employees. The benefits to the dealership will 
typically outweigh the cost, if the payments are treated properly 
and payroll tax exposure is mitigated. Remember these 
basic guidelines:

• Treat dealership employees equally and fairly to ensure 
benefits are not discriminatory or in favor of highly com-
pensated employees.  

• Maintain sufficient supporting documentation on file for 
positions taken and the calculation of certain company be-
nefits.   

• When in doubt, err on the side of being conservative. 
Consider borderline or questionable benefits as taxable 
and contact a tax professional for specific guidance.

COMING SOON: 

Axiom Advisors & VVH CPAs and Associates are excited to 
announce that we will begin sharing weekly insights into

automotive retail dealerships! Learn tips, trends and
controversies 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.
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considered unreasonable or impractical.  For example, taxing an 
employee for two daily cups of coffee and the occasional donut 
from the customer lounge would certainly present an adminis-
trative challenge and therefore the value of these “perks” would 
not be taxable. In general, group meals, holiday celebrations and 
birthday celebrations with a low fair market value would be ex-
cluded from income.  

In some instances, meals and/or lodging are provided to an em-
ployee as a convenience for the employer.  For example, meals 
provided to accounting staff while working late at night to close 
the month would not be taxable.  These meals are for business 
reasons and these benefits would be excluded from employee 
income.  Lodging may also be excluded if it is provided to the 
employee for the convenience of the employer (as opposed to 
the convenience of the employee). Lodging is deemed for the 
convenience of the employer if the employee would not be able 
to perform their work function without the lodging 
being provided.  
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The following list, while not comprehensive, highlights the be-
nefits most often found in dealerships.

EMPLOYEE DISCOUNTS
Dealerships often provide discounted vehicles or free parts and 
labor to certain employees.  Typically, discounts are not taxa-
ble.  If a dealership provides vehicle repairs to employees at no 
substantial additional cost, the value of that service work is not 
taxed to the employee. Similarly, dealerships can sell parts and 
service to their employees at a discount from customer pay 
rates without causing the employees to be taxed. But it’s cru-
cial that the discount is made available on a non-discriminatory 
basis: that is, available to all employees with the same terms, 
regardless of compensation levels or position.  

For example, if free oil is given to the dealership CFO for her 
personal vehicle, the same benefit should be available to an 
accounting clerk or salesperson. If a benefit fails the nondis-
crimination test, only non-highly compensated employees may 
exclude the value of the benefit from their income.  The dis-
count on parts and accessories may not exceed the employer’s 
typical profit percentage and the discount on services is limited 
to 20 percent. 
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monstrator income” to add to earnings. One of the simplest 
methods is the “Lease Valuation Rule,” which bases the ta-
xable income on the fair market value of the vehicle being 
driven, including the cost of insurance and maintenance.   
This method is typically applicable to demonstrator use by 
owners or executive management. The “Annual Average 
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Speaking from personal experience, an employer-provided 
condo in downtown Miami would have been a great emplo-
yee benefit! This little perk would have eliminated my for-
mer two-hour commute from Boca Raton. Unfortunately, 
from the IRS’s perspective, the sheer inconvenience, pain 
and suffering I endured on this daily commute was simply 
not enough to justify a non-taxable lodging benefit.

CASH SPIFFS, SPINS AND BIRD DOGS 
In general, any amount of cash given to an employee is 
taxable.  If cash or its equivalent is provided to an employee 
as a reward for performance, for example, a $35 gift card, 
or a $50 bird dog, this benefit would be taxable because 
cash payments can be easily tracked and are not conside-
red de minimis by the IRS.  The value of any cash reward 
or incentive, including gift cards, regardless of how small, 
should be included in the employee’s earnings.   In the case 
of spiffs, spins, and incentives paid by the manufacturer 
directly to the employee, this is considered taxable income, 
however it is not subject to federal income tax withholding 
or self-employment taxes.  This income is typically reported 
on form 1099-MISC by the payer and should be reported as 
other income by the recipient.

EMPLOYEE ACHIEVEMENT AWARDS
Employee achievement awards are typically excludable 
from an employee’s gross income if it is an item of tangible 
personal property that meets three conditions. It must be: 

• Transferred by an employer to an employee for length 
of service or a safety achievement.

• An award that’s given as part of a meaningful                
presentation.

• Awarded in circumstances that don’t create a                 
significant likelihood of disguised pay.

A length of service award may only be earned after the 
first five years of employment and no more than once per 
year thereafter.  A safety achievement award will qualify 
for exemption unless it is given to a manager, administra-
tor, clerical employee or other professional employee, or, if 
more than 10% of employees not included in the list above 
have received a safety achievement award. These achie-
vement awards are limited generally to a cost of $400 per 

employee for non-qualified plan awards, which are based on 
an established and written reward program, and these awards 
may not favor highly compensated employees. The awards are 
also limited to $1,600 per employee per year. 

GIFTS
In general, gifts from employers to employees are not excluded 
from income, unless the gift falls under the de minimis defini-
tion.  For example, holiday turkeys of nominal value would not 
be taxable.  However, gifts made by employers for the holidays, 
or for milestone occasions such as work anniversaries, are ta-
xable to the recipient regardless of the basis upon which the 
dollar amount or value of the “gift” is determined.  

EDUCATIONAL ASSISTANCE AND TRAINING 
Dealers often pay substantial amounts for on-the-job or off-
site training and educational assistance. If used to maintain or 
improve the employee’s job skills, the benefit is excluded from 
the employee’s income. The payments, can be made directly 
to the educational institution, or reimbursed by the employer 
and are deductible by the employee. In general, an employee 
can exclude up to $5,250 of benefits received under a qualified 
education assistance program provided by the employer.  The 
benefits may include the cost of books, tuition and equipment.  
As with other plans, the educational assistance program must 
not be discriminatory in any way.
 
IN SUMMARY
Employee benefits and bonuses are vital to attracting and re-
taining quality employees. The benefits to the dealership will 
typically outweigh the cost, if the payments are treated properly 
and payroll tax exposure is mitigated. Remember these 
basic guidelines:

• Treat dealership employees equally and fairly to ensure 
benefits are not discriminatory or in favor of highly com-
pensated employees.  

• Maintain sufficient supporting documentation on file for 
positions taken and the calculation of certain company be-
nefits.   

• When in doubt, err on the side of being conservative. 
Consider borderline or questionable benefits as taxable 
and contact a tax professional for specific guidance.

COMING SOON: 

Axiom Advisors & VVH CPAs and Associates are excited to 
announce that we will begin sharing weekly insights into

automotive retail dealerships! Learn tips, trends and
controversies 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.
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Axiom Advisors was formed in the spirit of provi-
ding a fresh, new alternative to meet the speciali-
zed needs of retail automotive dealers. Our team 
of professionals has the unique combination of 
over 100 years of hands-on retail automotive in-
dustry experience working directly in dealerships, 
paired with the assurance of professional accoun-
ting experience. Our advisors are “car guys” who 
speak the language of the industry and truly un-
derstand the complexities of your business. We 
specialize in enterprise management, mergers 
and acquisitions, and litigation support.

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. 
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NOW PROVIDING EXCEPTIONAL TAX AND ASSURANCE SERVICES

If you’ve ever worked in an automotive dealership, chances 
are you’ve either paid or received cash spiffs, OEM spin 

incentives, gifts, bird dogs or other benefits, beyond your 
regular salary, hourly wage or commission. Dealerships are 
ripe with opportunities – and challenges – to sell more and 
outperform others in exchange for enticing rewards.

Dealers and manufacturers also typically incentivize dealer-
ship personnel at varying levels. This could take the form of 
free lunches or cash incentives, or even luxury watches and 
exotic vacations, in return for strong performance and in-
creasing years of service. But what are these items in rea-
lity? Non-taxable gifts? An alternate form of compensation?  
While the recipients of these perks hold a different view, the 
dealership is at risk of significant penalties for not reporting 
certain items as income. Here are some tips on how to treat 
these benefits, to keep your employees, as well as 
the IRS, happy.

TO LIFO OR NOT TO LIFO:
THAT IS THE (VALUATION) QUESTION.

By Dan Flugrath, CPA, CFP

LIFO is an inventory valuation method, or flow, that many vehicle 
dealerships use for tax and accounting purposes.  First introdu-
ced in the early 1900’s as the Base Stock method, LIFO has been 
part of the U.S. Tax Code since 1939.

Many vehicle dealerships that are not publically traded on U.S. 
or Japanese stock exchanges are likely using the LIFO Inventory 
Flow.  While LIFO is not an acceptable inventory valuation method 
of accounting under International Financial Reporting Standards, 
it is currently allowed in the U.S. as a Generally Acceptable Ac-
counting Principle (GAAP).

The reasons for selecting the LIFO method to value inventory are 
varied. Private companies often use LIFO to match current cost 
to current year sales, which has the effect of reducing taxable 
income in times of inflation.  Most publically traded dealership 
groups don’t use LIFO for that same exact reason: it reduces 
current period earnings reported to investors in times of inflation. 
It’s worth noting, by the way, that the U.S economy has not expe-
rienced deflation since the Great Depression in 1933.

Here’s a somewhat extreme example to illustrate the benefit of 
LIFO. An ounce of Gold in 1939 sold for approximately $35. The 
average price for Gold sold on U.S. Futures market during 2014 
was $1,200.  If the gold dealer elected LIFO in 1939 and had 
1,000 ounces of gold, the LIFO reserve balance at December 31, 
2014 could be as high as $1,165,000. {1,000 oz. x ($1,200 - $35)}. 
The calculation assumes that Inventory of Gold never goes be-
low 1,000 ounces. The current tax on $1,165,000 is approximately 
$466,000!

Many vehicle dealerships elected LIFO in the 1960’s through the 
1980’s and have built up healthy LIFO reserves.  What most dea-
lers don’t know, let alone have planned for, is that ultimately those 
reserves will be a factor in transferring the dealership to the next 
generation of family members, or upon the sale of the dealership 
to non-family members. Whether a transfer or a sale, as a result 
of the transition to new ownership hierarchy, you will be requi-
red to repay the tax impact of LIFO if a sale of the dealership 
takes place at that time.

If you’re a private automotive retail dealer, you’re probably using the Last in, First out (LIFO) method of inventory valuation, at the very 
least, for your new vehicle inventory. In periods where inventory and inflation are rising, LIFO reduces your inventory valuation at year 

end, giving you a tax deduction in the current year. Great!  But did you know that at some point you will have to pay that back, and when 
the time comes, will you be ready?

So, the question becomes: is it better to elect out of LIFO shortly be-
fore the sale or transfer? What will be the cost?

When LIFO is used in the previous year’s reporting period, electing 
not to utilize LIFO for tax inventory accounting purposes in the current 
reporting period represents a change in accounting method.  The 
change from LIFO to another method of accounting for inventories is 
an automatic change, meaning the entity does not need to obtain con-
sent from the IRS. Changing from LIFO to another acceptable method 
normally would allow the LIFO Reserve to be recaptured over 
four years.  

However, if the assets of the dealership, or the entity that holds them, 
are sold or disposed of in a taxable sale, the LIFO reserve would be 
taxable in full in that year. The income attributable to this change in 
accounting for inventory would then be taxed at ordinary income 
tax rates. 

MY RECOMMENDATION

Taking the above factors into consideration, you can see how it is 
more favorable to elect out of LIFO if the owners of a vehicle dealers-
hip plan to dispose of their dealership in the near future.  They would 
benefit in reporting the LIFO recapture over a period of four years vs. 
paying the full amount all at once, if they wait until the sale of 
the dealership.

BENEFITS: THE BASICS

• Dealership employees should be taxed on benefits recei-
ved, unless a benefit is specifically excluded from income 
by statute.

• If a benefit isn’t specifically excluded, it is taxable income 
to the employee and should be included in the employee’s 
gross earnings.

• When an employee provides services to an employer and 
receives something of value in return, in general, the value 
received is taxable.

Continues on pg. 2
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