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LIFO U·PDATE 

If you had called me personally to ask "What's 
happening lately with LIFO that I need to know 
about?" ... In additipn to "Best Wishes for a Happy 
New Year as we start the newY2Kmillennium" ... 
Here's what I'd say: 

#1. DON'T FORGET .JANUARY31 J 2000 IS THE 
DUEDAT~FOROEALER.S.' PENAL TV . 
SETTLEMENT PAYMENTS F;QR CONFORM,ITV 
VIOLATIQNS~ For ,auto arid ,light-duty truck 

dealers, January 31 , 2000 is the due date for their 
1!JirQ and final installmentpayment. For medium and 
heavy-duty truck dealers, January 31, 2000 is the 
due date for their second installment payment. 

In October at the AIGPA National Auto Dealer
ship Conference in Las Vegas, Mary Burke Baker 
(the IRS Motor Vehicle Industry Specialist) repeated 
comments she 'has made to other audiences. She 
anticipates the IRS will probably do some type of 
"compliance checking" to follow-up on collections 
from dealers paying settlement fees to avoid termi
nation of their LIFO reserves. Ms. Baker had previ
ously reported that some autodealers·had made their 
first payment, but not the second. Thesetlealers 
deliberately gave upalJamnesty protection they 
might otherwise have had under theRevenueProce
dure. They'd bett~r bedght! 

So far, there is no evidence of any effort by the 
IRS to attempt to follow~up. That leads some to 
wonder: Will there really be any follow-up? ... Will 
those who urged errant dealersto comply and pay up 
look foolish for having done so? 

For more on what Ms. Baker had to say on this 
and other LIFO-related issues, seepage 2. 

#2. LIFO CAN'T B~ U~~i)Tq·qEFf,;R.BARGAIN 
PURCH~SE 9AIN~'INJNV:ENtQRY ,~,~' . 
THAT'S IIIN, A NU'TSHELL. In the June 1998, 

LIFO Lookout, we discussed "an unexpected~ too-
gooc:Ho-be-true bonanza" for ~axpayers involved in 
bargain purchaseinventorysi,tUation~. In comment
ing on the May,1998UoS. Court of Federal Claims' 
decision in LaCrosse Footwear, Ihe., we saidthat the 
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result' could be the "winning the battle ... but 
losing the war. Here's what we said. 

"LaCrosse now appears to receive a stepped-up 
basis for its opening inventory" such that the benefit 
of the bargain purchase is never realized as income 
or taxed. This happens when it establishes its base
year cost of the bargain purchase inventory at fair 
marketvalue. Wow! ... Some of uscan hardly believe 
this result." 

Well, you can guess the rest of the story. It 
comes under the old adage, "If it seems too good to 
be true, it probably is." Here's the bottom line: 
Taxpayers can forget about any windfall or favorable 
basis adJustment for bargain purchase inventory. 
LaCrosse was appealed ... and all of the taxpayer
favorable portions were reversed. For more on this 
last nail in the coffin, see page 4. 

see LIFO UPDATE, page 2 
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UPDATE ON LIFO MATTERS:F:A~':'" , 
THE IRS MOTOR'iVll1iIC.L.E",I,NDtlSTRYSP:ECIALIST 

At the AICPA Dealership Conference in October, 
Mary Burke Baker had twaopportunifies to discuss 
LIFO-related issues. First, she spoke for an hour on 
"Current Real World Income Tax IssuesforDealerst1ips." 
After lunch, she was one ofthree panelists in a question 
and answer session, along with James Minnis, Esq., 
from NADA, and Leslie J. Schneider, Esq., of Ivans, 
Barker & Philips, Washington, D.C. 

IRS POLICING OF CONFORMITY VIOLATION 
PAYMENTS & NON-PAYMENTS 

We've brought you up to date on this in Item #1 
_ in the LIFO Update. A year ago also at the AICPA 
Conference, Ms. Baker had said "We do anticipate 
that we will be doi ng some sort of a compliance check 
on this. We don't really have a process in place as to 
precisely how we're going do this compliance check, 
butwe do anticipate thatthere will be one. And, ifthat 
is the case, and it's determined that there were 
conformity violations, then that taxpayer can expect 
to be taken off LIFO." 

Also atthat time, she indicated that any follow-up 
by the IRS would probably be on a sampling basis, 
rather than on a more comprehensive basis. This 
year she indicated that a significant number of deal
ers did not make their s~ond installment payment 
(on January 31, 1999), and she gave the impression 
that the IRS would be tough on any dealers the IRS 
caught who should have made payments, but did not. 

USING'REPLACEMENTeOST 
FOR VALUING PARTS INVENTORIES 

In connection with the dilemma posed by the Tax 
Court's decision in Mountain State Ford Truck Sales, 
Ms. Baker said there was nothing new to report as a . ' ' 

break-til rough development at the present time. 
(Note: and there still isn't as we go to press.) 

She indicatt:KI that the Service now recognizes 
that sqftWare does not exist to measure anything 
other than r~placement cost at the present time. 
Also, the Service recognizes that it may be expensive 
for dealers to have software reconfigured so that it 
would measure actual cost. She said: "Certainly, 
with the programmers that are oulthere today, there 
have been many types of programs that are far more 
complex thanth~parts inventory software programs, 
and we thirikthat it can be done." Dealers should 
consider this as part of the cost of running an on
going business arid expect little sympathy from the 
IRS on that point. 

Ms. Baker added that the IRS concern is that 
using replacement cost as an approximation (of 
actual cost) might open the door for significant devia
tions off the "center 'traW' such' that the results be
come more than just approximations ... they become 
distortions. 

LIFO Update (Continued from page 1) 

#3. YEAR-END ALeRTS FO~tLlFO USERS: 
Be Sure Year-End Financial Statements 
Satisfy All of the LIFO Conformity 
Requirements. It's time again for our annual 

reminders about year-end projections, estimates and 
the importance of placing proper LIFO inventory 
disclosures in the year-end financial statements. 

There is now no reason to expect the IRS to be 
lenient if it finds any LIFO conformity violations on 
year-end financial statements. Such violations most 
likely will result in the termination of the taxpayer's 
LIFO election, although that penalty is discretionary 
with the IRS Commissioner. 

The article on page 11 discusses the many year
end reporting requirements and traps to be aware of 
before issuing year-end financial statements. 

'Document Year-End Projections. Also, for 
businesses that have to estimate LIFO reserve 
changes before the final amounts are calculated, 

there are sections on how to project LIFO reserve 
changes quickly and effectively. 

#4. YEAR-END PROJECTIONS BASED ON "ONE· 
OF-EACH" MIX ASSUMPTION FOR 
DEALE'RS. ContinUing another annual tradition, 

this issue includes a listing for auto dealer new 
vehicle LIFO reserve projection purposes showing 
weighted average information for each make and 
model. Thiscomp~res everything in our SUPERLIFO 
database as of December 1, 1998 (Le., the beginning 
of the year) ... with intro-2000 model prices, unless 
the 2000 intra price was subsequently updated and 
that information is also in our database for the end of 
the year. 

For more background on this, see page 23. The 
summary table on page 24 indicates that the overall 
price increases for, most new vehicles are expected 
to be small again this year, although there are some 
exceptions. * 
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Motor Vehicle Industry Commems 

Apparently!,~he IRS is just nQ~i;~eqlizing how 
much impact the ,Mountain State Ford decision is 
going to hqyeoutside tneindustry, ~s well as within 
it. The Service Has not suspended~xaminations, 
and Ms: Bakerstated, "In order to make sure that we 
have some coordination on this issue, ... there is an 
Assistant COmmissioner of Examination Memo out 
there that directs any agents who have this issue to 
coordinate It through our program so that' we can 
keep them abreast of the status dfthe issue, and we 
can make sure that we've got consistency in the 
application of the issue." If a dealer is involved in an 
actual live examination where the agent has not 
already contacted the Motor Vehicle Specialist Of
fice, that agent should be encouraged to do so 
immediately. 

What about audits that are far along? If in an 
ongoing audit the taxpayer can't come to ,an agree
ment at the Examination level, and the case goes on 
to the Appellate level, the position that Ms. Baker 
would recommend as apr/maiYP,QSition (consistent 
with the results of the Court ,case) ... wQuldbe termi
nation of th,e partsLlFQ election. As a secondary 
position, Ms. Bakerwould recommend restoration of 
the parts LIFO reserve back into income. 

There's no debating the faGt that all dealers are 
using replacement cost at the presenttime., The Tax 
Panel question and answer discussion indicated that 
a dealer wouldn't want to volunteer to get off of LIFO 
now for parts because of the difficulty of that process, 
and particularly because the dealer can't use actual 
cost. The consensus advice was offered by Les 
Schneider: "Sit tight at the moment and hope this 
industry-wide resoluti,onworks, itself out ,qi)ickly 
enough to help you soypu dOIl,',t get caught in the 
meantime." 

As a final small measure of comfort, the Tax 
Panel agreed that ita dealer lost its LIFO election for 
parts, that dealer's LIFO election for new vehicles 
should nolbe affected because new vehicles are in 
a separate pool. 

USEDVEHICLELIFO ••• CURRENTL V, THERE 
ARE NO PLAksFOR AN'U:t[S-AP,PROVED 
METHOD, so DON'T GET VEJmR,H'CjPESUP' 

A year ago, at the 1998 AICPA Conference, Ms. 
Baker had' indicated that there see,med to be more 
questions than answers on used vehicle LlFi:O. Her 
thought was that the ultimate gClalought to be for the 
IRS to come up with a RevenuePro6edure that is 
similar to Alternative liFO for new v,ehicles. This 
would provide same sort of guidance and Simplicity 
for dealers in computing LIFO for used vehicles. 

(Continued) 

This year, Ms. Baker said that there are no plal'\S 
at the present time in the National Office for providing 
any guidance in the form of a Revenue Procedure. In 
fact, that "subject" or "priority" is not even on the radar 
screen anymore. 

A possible Revenue Procedure for used vehicle 
LIFO is not part of the IRS National Office's business 
plan at the present time. And, it would take a major 
effort by NADA and practitioners to get it on the 
National Office agenda again. 

To quote Ms. Baker: "The odds of getting 
something on the (National Office) business plan are 
remote." And, even if something is on the business 
plan, that doesn't assure it's on the fast-track. So, 
we're on our own with used vehicle LIFO 
calculations ... just like we were with new vehicle 
calculations in the '80s and early '90s before the 
Alternative LIFO Method was published. 

USED VEHICLE LIFO ... TAM 9853003 & THE 
SO-CALLED 52-WEEK METHOD 

In TAM 9853003, the National Office was asked 
to decide two issues involving a dealer who came 
under audit after requesting permission to make what 
on the surface seemed to be two simple LIFO pooling 
changes. Interestingly, neither of the two issues that 
came up during the audit involved changes that the 
dealer had requestedon Form 3115. 

The major issue was whether the dealer had 
correctly reconstructed the beginning-of -the-year cost 
in connection with its used vehicle LIFO inflation 
indexes. The National Office held that the dealer 
could not use a short-cut method involving only one 
common reference date for computing beginning-of
the-year prices. The Service required the dealer to 
reprice each used vehicle by reference to the official 
used car guide covering (or corresponding to) the day 
52 weeks prior to the exact date on which the dealer 
acquired that specific used vehicle. 

To complicate the repricing process further, the 
IRS said that in order to "Clearly reflect income," the' 
dealer must also take into consideration a vehicle of 
similar make, model, age, condition, mileage and 
options. 

At the 1999 AICPA conference, Ms. Baker com
mented that this TAM method for determining infla
tion is not an automatic election a dealer can make 
under Revenue Procedure 98-60. She also said that 
she did not recommend that dealers adopt the TAM 
9853003 52-week method and file Form 3115 as an 
alternative to waiting for some future (i.e., more 
official) used car LIFO methodology to be promul
gated by the IRS. * 
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LaCROSSE FOOTWEAR FINALLY RECON.,' 
WITH EARLIER CASES •.. NO BASIS '~"""·~-.lcIr''''-

FOR BARGAIN PURCHASE WI:N;OFALL 

Before reading any further, begin with the knowl
edge that in the end, the taxpayer lost everything. 

The chart on page 5 may help in showing the 
overlapping time-frame when LaCrosseand a similar 
case (Kohler Co. & Subsidiaries) were making their 
way through the courts. As a result of the September 
1999 decision involving LaCrosse, any inconsistency 
between the lower court's LaCrosse holding and 
Kohler has been removed. At the same time, any 
hope for LIFO deferral benefits arising from the 
bargain purchase of inventories has also been re
moved. Thus, the door closed by the Tax Court in 
Hamilton Industries in 1991 also remains closed to 
Kohler, LaCrosse Footwear and all other bargain 
purchase taxpayers like them who possibly had 
thoughts of getting a more favorable result by taking 
their cases to other courts. 

WIN-WIN? 
In the June 1998 LIFO Lookout, we reported that 

the Court of Federal Claims updated its LaCrosse 
Footweardecision in partial support of the IRS and in 
partial support of the taxpayer. Each side won 
something. 

The IRS won something from the Court's holding 
that the inventory goods acquired by LaCrosse in its 
bargain purchase should be allocated to, orplacSd in, 
a separate LIFO pool. This was required because of 

should happen in bargain purchase situations on, at 
and after the base datelbeginning of the year. 

Now you can forget about that speculation over 
the possibility that a stepped-up fair market value 
might be the proper basis for bargain purchase 
inventories. The United States Court of Appeals for 
the Federal Circuit, in its decision on September 14, 
1999, (LaCrosse Footwear, Inc. & International Foot
wear Corporationv. United States 84 aftr 2d. par. 
1999-5282; no. 98-5158) effectively ended all hope 
for all of that. 

HOW LaCROSSE TRIED TO JUSTIFY 
WHAT IT DID 

Briefly, LaCrosse had treated the initial inventory 
that it acq!Jir~f"om a related company at a bargain 
price (Le.;the"bargain priced inventory") in the same 
manner that it treated inventory that it later acquired 
during the year at fair market value. In other words, 
LaCrosse put the subsequently-acquired inventory 
into the same pool with the bargain priced inventory. 
LaCrosse used the value allocated to the inventory in 
the purchase "allocation agreemenf' ($1 .9 million) as 
the inventory's base-year cost. Under the LIFO 
method, the value of goods used in manufacturing is 
assumed tobe thevalue of the last goods purchased; 
in this case, the inventory that LaCrosse purchased 
at fair market value. 

the substantial price difference between the bargain Because LaCrosse had placed the bargain priced 
price of that inventory and the higher current cost of inventory in the same pool as the inventory that it 
similar goods subsequently manufactured and/or subsequently acquired at fair market value, as long 
purchased. as LaCrosse's inventory did not fall below the levels 

The taxpayer won something from the Court's that existed after the original acquisition of the bar-
holding that LaCrosse was required to use a market- gain priced inventory, LaCrosse would not realize the 
based cost in establishing its base-year cost of the gains from the bargain priced inventory. This was 
bulk purchase inventory items. This resulted in the because under LIFO, the most recently acquired 
opening inventory having a basis of almost $5.8 goods are deemed to be the goods used first. There-
million fair market value, rather that the $1.9 million fore, as long as LaCrosse purchased at least as 
consideration that LaCrosse actually had paid for many goods as it used, from an accounting point of 
that inventory. view, its bargain priced inventory would be deemed 

to be in inventory at year-end. As a result, LaCrosse 
The title of our June 1998 article referred to a would not be required to realize (for income tax 

"surprise windfall": "Kohler and LaCrosse Foot- purposes) the additional profit it had made {from an 
wear ... Updated ... With a Surprise Windfall." We economic standpoint) from selling those goods manu-
observed that "LaCrosse and other bargain purchase factured from the inventory that had been acquired in 
taxpayers like it have been handed an astounding the bargain purchase. 
result." We also speculated on whether the Court 
had entirely missed the point as a result of getting IRS position. The position of the IRS was that 
bogged down in the technicalities involving what the Last-In, First-Out accounting method was only 
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LIFO METHOD CANNOT SHELTER 
BULK BARGAIN PURCHASE OF INVENTORY 

HAMILTON INDUSTRIES, INC ••• u.s. TAX COURT -1991 

IRS COOIUJINATEI) ISSUE PAPER ••• SEPTEMBER, 1995 

FOR THE FEDERAL CIRCUIT 
AFFnw&~ WSD 

Hamilton Industries, Inc. - 96% discount 
Hamilton Industries, Inc. - 60% discount 
Kohler Co. & Subs. - 50% diScount 
laCrosse Footwear, InC.- 33% of~et value 

• laCrosse Inc.- 47% .. book value 

~ wins ••• but Court wants 

BRIEFS FILED 

IRS wins ••• but base mill FMV 

u.s. COURT OF APPEALS 
FOR THE FEDERAL CIRCUIT 

REVERSES THE 
u.s. COURT OF FEDERAL CLAIMS 

••• and holds thlll base inventory amount 
is limited to acquisition cost 
should not be market 

BARGAIN PURCHASE HOLDINGS 

The LIFO inventory accounting method cannot be used to postpone the realization of gains 
associated with the acquisition of bargain-priced inventory. 

Bargain purchase inventory items cannot be placed in the same pool with similar inventory items 
Sllbsequently manufactured or purchased because of the substantial price difference between bargain
priced inventory and the similar goods which were subsequently manufactured or purchased. Because 
they have different cost chtmu:teristics, bargain purchase inventory items belong in a separate pool. 

In order to cleuly reflect income, the base-year cost of the bargain-priced inventory should be its 
acquisition cost ... and not its fair market value. 

A Quarterly Update of LIFO· News, Views and Ideas * Photocopying or Reprinting Wtthout Permission Is Prohibled 
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LIFO & Bargain Purchase Inventories ... 

intended to compensate for the effects of inflation: 
LIFO was not intended to permit the deferral of 
income realized from a below-market purchase. 

"Unworkablesubjective" standard. the Court 
of Federal Claims origiflally was attracted to 
LaCrosse's argument. LaCrosse argued that if tax
payers who made bargain purchases of inventory 
were required to determine when a price difference 
between goods was "substantial" enough to warrant 
their assignment or allocation to separate pools, that 
requirement would create an unworkable subjective 
standard. In LaCrosse's case, the discounts were 
"deep" (33% of market value and 47% of net book 
value) '" but were those amounts "substantial?" 

The Court of Federal Claims had also concluded 
that the base-year cost of the bargain purchase 
inventory should have been its higher fair market 
value, rather than the lower discount price LaCrosse 
actually paid for it. Obviously, the IRS did not agree 
with this. 

During the time period when the Court of Federal 
Claims was involved with LaCrosse Footwear, the 
U.S. Court of Appeals for the Federal Circuit was 
hearing the appeal by Kohler Co. & Subsidiaries to 
the IRS victory in another bargain purchase case. In 
the Kohler appeal, the U.S. Court of Appeals held 
that inventory acquired by Kohler at a deep discount 
(50%) should be placed in a separate pool for dollar
value LIFO purposes, and its holding in September of 
1997 essentially confirmed the position taken by the 
IRS in the LaCrosse case. 

Shortly after that, the Court of Federal Claims 
issued a second opinion on LaCrossein May of 1998. 
At that time, it acquiesced to the IRS argument (as a 
result of the IRS being sustained in the appeal of the 
Kohlercase). However, the Court of Federal Claims 
in LaCrosse again reaffirmed its original holding that 
the base-year cost of the bargain pu rchase inventory 
should have been its fair market value (and not its 
actual cost to LaCrosse). 

All of this set the stage for the appeal by the IRS 
(technically, the United States) from the Court of 
Federal Claims judgment in favor of LaCrosse on the 
matter of the step-up in basis for the inventory. 
LaCROSSE FOOTWEAR APPEAL ... 

SEPTEMBER 1999 ... THE ARGUMENTS 
The U.S. Court of Appeals defined the issue 

before it as whether the judgment entered following 
the trial (which allowed the step-up in basis for the 
inventory) was either incorrect as a matter of law or 
premised on clearly erroneous factual determina
tions. The Court said that the issue before it required 

(Continued from page 4) 

it to decide whether the applicable statutes and 
regulations require the cost of the opening inventory 
in the base-year to be its fair market value. And it had 
jurisdiction in deciding that question of law for which 
the controlling regulation is Reg. Sec. 1.472-8(e)(iii). 

According to the IRS, that regulation is framed in 
terms of cost; therefore, the base-year cost should 
be LaCrosse's acquisition cost of the inventory, and 
not the!l,fair market value of the inventory. LaCrosse 
contended that the regulation permits the "recon
struction" of base-year costs for items entering the 
pool afterthe beginning of the base-year. LaCrosse 
also argued that ''what the cost of the item would have 
been to the taxpayer" was relevant and "cannot be 
anything other than (fair market value) for the year for 
which the cost is being reconstructed." Finally 
LaCrosse argued that its use of fair market value as 
the reconstructed base-year cost was supported by 
generally accepted accounting principles (GAAP). 

THE COURT'S' RATIONALE 
The Court of Appeals gave two reasons for 

disagreeing with LaCrosse. First, the regulations 
specifically require that any reconstructed cost had 
to be established to the satisfaction of the Commis
sioner. Obviously, in this case, the Commissioner 
was not satisfied with LaCrosse's reconstruction. 
Accordingly, unless the Commissioner approved, or 
wrongly withheld approval of, the use of fair market 
value as the reconstructed cost. LaCrosse must use 
its current-year cost (Le., the acquisition costfor$1.9 
million) as the base-year cost. 

Second, the holding by the Court of Appeals in 
Kohler dictates that ''the LIFO accounting method 
cannot be used to postpone the realization of gains 
associated with bargain priced irwentory." This is 
also consistent with the Tax Court's holding several 
years earlier in Hamilton Industries. 

The Court of Appeals said that the Court of 
Federal Claims had erred in placing as much reliance 
as it did on generally accepted accounting principles 
(GAAP) in support of the use of fair market value as 
the base-year cost. The Appeals Court did not fully 
accept LaCrosse's argument that GAAP supported 
its position. 

The lower Court had completely missed the point 
thatunderthetwo-pronged test of Section 471 forthe 
acceptability of an inventory accounting practice, 
that accounting practice must first and moreimpor
tantly "clearly reflect income." Then, (Le., second), 
and only if it clearly reflects income, that accounting 
practice must also conform "as nearly as may be" to 
the best accounting practice which is generally syn
onymous with generally accepted accounting prin-

--+ 
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LIFO & Bargain Purchase Inventories ... 

ciples. And "generally" does not mean "always," and 
it does not mean' "not without exception." 

Accordingly, conformity with GAAP is not enough; 
the accounting method employed must also clearly 
reflect income. Because LaCrosse'sUFO account
ing treatment would permit it to avoid realizing the 
gains from its bargain purchase,its method failed to 
satisfy the clear reflection of income test. 

In Thor Power Tool, the Supreme Court recog
nized that the IRS Commissioner has broad discre
tion to determine whether an inventory accounting 
method is clearly reflective of income. After the 
Supreme Court decided Thor Power Tool, there was 
no doubt that the clear reflection of income test (or 
prong) of Section 471 takes precedence over the 
adherence to generally accepted accounting prin
ciples test (or prong). 

The Appeals Court in LaCrosse observed that 
the lower Court had even acknowledged that "using 
the fair market value as the base-year cost in this 
case would not clearly reflect income," and that "in 
effect, the bargain goods ... are provided a stepped
up basis such that the benefit of the bargain purchase 
is never realized as income or taxed." 

The Appeals Court said, "On these facts, we 
cannot say thatthe Commissionerabused his discre
tion by finding that LaCrosse's inventory accounting 
method was not clearly reflective of income." Be
cause LaCrosse had not established a reconstructed 
cost to the satisfaction of the Commissioner, LaCrosse 
was required to use its acquisition cost as the base
year cost. 
FOLLOWING THE "LETTER" ••. 

BUT NOT THE "SPIRIT" ••• OF KOHLER 

In reconciling its decision in' LaCrosse with its 
earlier decision in Kohler, the Appeals Court said, 

"In Kohler, we held that the LIFO accounting 
system was intended to permit taxpayers to avoid 
profits that 'merely reflect the bloating of inventory 
values due to inflation~' We rejected Kohler's inven
tory accounting method because it 'was not only 
compensating for inflation but was permitting the 
taxpayer to postpone gains associated with bargain 
priced inventory.' In general terms,we held that the 
acquisition of bargain priced inventory, is, nor
mal/ya taxable "vent and that th, LlF()"Q~ount
ing system shoUld nofbe used to' avoid gains 
associated with that event." (Emphasis added.) 

(Continued) 

acquired in separate pools. However, the Court of 
Federal Claims had undermined the spirit of Kohler. 
It had done so by establishing a base-year cost that 
permitted LaCrosse to avoid realizing its gain from 
the acquisition of the bargain priced inventory. Thus, 
the Court of Appeals had no other choice than to hold 
that in order to clearly reflect income, LaCrosse's 
base-year cost of the bargain priced inventory should 
be its acquisition cost. 

ARE THERE ANY L1MI1S ON THE IRS ABILITY TO 
ATTACK BARGAIN PURCHASE DISCOUNTS? 

In these bargain purchase cases, the IRS was 
obviously attracted by the sizable discounts that the 
purchasers were trying to lock into their opening 
inventories by using the LIFO method. At what point 
does a purchase of inventory at less than 100 cents 
on the dollar become a target for IRS attack? 

Although the IRS probably does not like to be 
reminded of it ... and the Kohlerand LaCrossecases 
did not mention it ... the Tax Court said that not ever 1 
bargain purchase situation should be prevented from 
receiving f~vorable LIFO treatment. Here's what the 
Tax Court actually said in Hamilton: 

"We do not mean to suggest that every bargain 
purchase of inventoriable property will require the 
creation of new items within the dollar-value LIFO 
pool, as occasional purchases concluded on 
,advantageous terms are to be expected in the 
course of normal business activities. Moreover, 
where a taxpayer uses LIFO, the gain realized upon 
sale of such goods probably will be recognized within 
a short time, unless an increase in closing inventory 
prevents such bargain cost from flowing into Cost of 
Goods Sold. Consequently, an isolated bargain 
purchase in the course of an ongoing business 
differs mat~rially from the case where a taxpayer 
attempts to value its entire ~ase-year inventory 
at bargain cost." (Emphasis added.) 

The discount amounts actually involved in these 
three leading cases were as follows: 

• Hamilton Industries, Inc. - 96% discount 
• Hamilton Industries, Inc. - 60% discount 
• Kohler Co. & Subsidiaries - 50% discount 
• LaCrosse Footwear, Inc. - 33% of market value 
• LaCrosse Footwear, Inc. - 47% of net book value 

All would seem to be fair game for IRS challenge 
under the Tax Court's doctrine as setforth in Hamilton. 

CAN'T HiDE FROM HAMIL TON 
BY CHANGING LIFO METHODS The Appeals Court went on to say that in deciding 

LaCrosse in May of 1998, the Court of Federal 
Claims had followed the lenerof Kohlerby requiring Taxpayers who have realized benefits from in-
LaCrosse to place the bargain priced inventory it ventory bargain purchases in prior years cannot 

see LIFO & BARGAIN PURCHASE INVENTORIES ••• , page 8 
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LIFO & Bargain Purchase Inventories ... 

avoid the reach of Hamilton by changing accounting 
methods. Revenue Procedure 97-27 requires a 
Section 481 (a) adjustment in situations which spe
cifically deal with bulk bargain purchases of inven
tory. Generally. changes within the LIFO method 
requiring advance IRS approval will be made using a 
cut-off method which does not require a Section 
481 (a) adjustment. However. Section 5.02(3) of 
Rev. Proc. 97-27 states that Announcement 91-173. 
1991-471.R.B. 29 (regarding LIFO taxpayers chang
ing their method of accounting for certain bulk bar
gain purchases of inventory to comply with Hamilton 
Industries) is an example of other published guid
ance that does require a Section 481 (a) adjustment. 

Similarly. Section 10.04 of the Appendix to Rev-
- enue Procedure 98-60 addresses changes to the 

Inventory Price Index Computation (IPIC) Method 
under the LIFO inventory method. In superseding 
Rev. Proc. 97-37 and providing updated procedures 
for automatic changes in accounting methods. Rev. 
Proc. 98-60 requires taxpayers who want to change 
to the I PIC Method where a bulk bargain purchase of 
inventory was previously experienced to first com
puteachange under Section 481 (a) beforechanging 
to the IPIC Method. Section 10.04(3) states that if a 
taxpayer has previously improperly accounted for a 
bulk bargain purchase. that taxpayer must. as part of 
the change to IPIC. first change its method of ac-. 
counting to comply with Hamilton Industries and 
compute a Section 481 (a) adjustmentfor th at part ofthe 
change (referencing again to Announcement 91-173). 

In connection with these IPIC changes. Rev. 
Proc. 98-60 provides that upon examination. if a 
taxpayer has properly changed. under Appendix 
Section 10.04-except for complying with Appendix 
Section 1 0.04(3)-an examining agent may not deny 
the taxpayer the change to the IPIC Method. How
ever. in that case. the taxpayer will not receive audit 
protection from adjustment to prior LIFO computa-

(Continued from page Z) 

tions with respectto the improper method of account
ing for the bargain purchase. Accordingly. an exam
ining agent may make any necessary adjustments in 
any open year to effect compliance with Hamilton. 
CONCLUSION 

With its recent victory in LaCrosse. the IRS has 
achieved triple case precedent for the position it 
expressed in its Coordinated Issue Paper in 1995. 
LIFO sl1lould be permitted on/yto defer the results of 
inflation. and not the results of a bargain purchase. 

Hamilton Industries. Kohler Co .• and LaCrosse 
Footwear now all stand squarely against taxpayers 
trying to aChieve LIFO treatment benefits for inven
tory purchased at bargain prices. The recent U.S. 
Court of Appeals decision dashes all hopes that were 
raised earlier for a tax-free basis step-up for bargain 
purchase inventories. Accordingly, most taxpayers 
should not anticipate any LIFO deferral benefits from 
a Hamilton-Kohler-LaCrosse type of bargain pur
chase. The bargain purchase itself, net-of-tax, will 
have to be its ow·n economic reward. 

Only a glimmer of hope, for some, still exists. In 
Hamilton, the Tax Court did say that occasional or 
isolated purchases concluded on advantageous terms 
in the course of normal activities by an ongoing 
business are to be expected. For these. LIFO may 
provide some deferral benefit if the IRS can be 
convinced that they fall within the ambit of the Tax 
Court's language. What remains to be seen in the 
next millennium is how far the IRS will go to imple
ment these victories in the field and whether the 
qualifying language in the Hamilton decision will ever 
have any real limiting effect on the IRS. 

For a checklist of "Considerations in Evaluating 
Exposure in Bargain Purchase Situations. JJ the Prac
tice Guide that originally appeared in the June 1997 
LIFO Lookout is reprinted on pages 9 and 10. * 
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CON$I.l)·I;.~ATIONS IN EVALUATING 
EXPO.SIJR.I; INBA.RGAIN PURCHASE SITUATIONS 

TRANSACTION MECHANICS 
1. Was the inventory acquired purchased from an unrelated seller or unrelated parties? 

(LaCrosse Footwear') 

2. Was the purchase price an arm's-length price? (LaCrosse Footwear') 

3. Was the purchasing entity a newly created entity? (LaCrosse Footwear') 

4. Was the bargain purchase an isolated transaction in the course of an ongoing 
business? 

LIFO MECHANICS 
5. In the year of the bargain purchase, was Form 970 filed with the tax return? 

• In what year (or years) did the bargain purchase(s) occur? 

• Is there a copy of the Form 970 ... with all attachments .. .in the file? 

6. Were the appropriate LIFO sub-methods elected: 

• Dollar-value method, 

• Link-chain, index method, 

• Earliest acquisitions (Le., first purchases) cost method for valuing increments? 

7. Were two separate pools set up for (1) goods purchased for manufacture and 
(2) goods purchased for wholesaling and/or retailing? (LaCrosse Footwear) 

8. Recordkeeping & Flow of Goods: Does the client have detailed records to show that 
the specific inventory items purchased at a (bargain) discount were on hand at the 
end of the year ( ... to rebut thegreaterthan usual presumption of correctness 
that will attach to the Commisioner's/IRSagent's determination)? 
(Hamilton Industries & ISP1995 Coordihated Issue Paper.) 

MATERIALrry OF DISCOUNT AMOUNT 
9. How large are the bargain purchase discounts? ... How do they compare with: 

• Hamilton Industries - 96% discount 

• Hamilton Industries - 60% discount 

• Kohler & Subs. - 50% discount 

• LaCrosse Footwear - 33% of market value 

• LaCrosse Footwear - 47% of net book value 

MANIPULATION 
10. In any of the years following the initial bargain purchase, have there been any attempts 

to manipulate the ending inventpry level in order to avoid a penetration of the lower 
bargain cost inventory layer(s)? 

11. In any of the years since the initial bargain purchase, have there been any manipula
tions or unauthorized changes in item deteruminations or pooling affecting the pools 
in which the bargain purchases are frozen? If so, explain. 

FINANCIAL REPORTING & DISCLOSURE 
12. Has the taxpayer issued (audited ... or any other) financial statements? 

PRACTICE 
GUIDE 

If so, is there any disclosure ofthe bargain purchase inventories in the financial statements? 1------., 
In your opinion, is such disclosure adequate? Mightthere be a LIFO conformity issue? 

~A~QU~~~er~IY~U~~~~e~Of~LI~FO~'~N~~S~o~Vi~~.~.M~d~ .. ld~eU~~~~~~~~.~~~~~Ph~ot~oo~~~Yin~g~Or~R~~r~int~in~gW~it~ho~ut~pe~rm~is~sio~n~ls~pro~hi~brt~ed 
De Filipps'LiFO LooKOUT Vol:~.No. 4 ~ December 1999 9 



Considerat ions ... (Continued) 

PENAL TY & PRACTICE EXPOSURE 

13. Have you discussed with the client/taxpayer the potential exposure to a Hamilton
type bargain purchase LIFO adjustment if the Service raises the issue? 

14. Have you discussed the merits or possibility of filing Form3115 before an IRS 
audit commences (i.e., before the taxpayer comes "under examination")? 

Section 5.02(3) of Revenue Procedure 97-27 provides that a Section 
481 (a) adjustment will (usually) be required for Hamilton-type adjustments ... 
because... "Announcement 91-173, 1991-47 I.R.B. 29 (regarding UFO 
taxpayers changing their method of accounting for certain bulk bargain 
purchases of inventory to comply with Hamilton Industries ... ) is an example of 
other published guidance that requires a Section 481 (a) adjustment." 

15. If this client has not been a client of the Firm since it (i.e., the client) started in 
business, have you inquired or determined whether there have been any 
bargain purchases in prior years (or that were handled by predecessor CPAs) 
that are frozen in the LIFO pools? 

• Do you have a representation from management in this regard? 

• Have you discussed this with the predecessor CPA firm and obtained 
copies of relevant work papers? 

WHAT THE TAX COURT SAID IN HAMILTON INDUSTRIES: 

PRACT~CE 
GUIDE 

"We do not mean to suggest that every bargain purchase of inventoriable property will require the creation 
of new items within the dollar-value LIFO pool, as occasional purchases Goncluded on advantageous terms 
are to be expected in the course of normal business activities. Moreover, where a taxpayer uses LIFO, the 
gain realized upon sale of such goods probably will be recognized within a short time, unless an increase in 
closing inventory prevents such bargain cost from flowing into Cost of Goods Sold. Consequently, an isolated 
bargain purchase in the course of an ongoing business differs materially from the case where a taxpayer 
attempts to value its entire base-year inventory at bargain cost." 

Preparer's signature and date Reviewer's signature and date 
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SPECIAL LIFO CHALLENGES: 
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CONFORMITY:REPORTING, REQUIREMENTS 
YEAR 
END 

ALERT . AND "PFldJEcn()N$'FORVEAR~END PLANNING 
Taxpayers using Last-In, First-Out (LIFO) for 

valuing their inventories ,are often under great pres
sure to issue their financial statements as quickly 
after the year-end as possible~ Whether under great 
time pressure or not, any taxpayer using UFO must 
be sure that all year-end statements satisfy all of the 
LIFO conformity requirements, If they do not, the 
taxpayer risks the loss of its LIFO election. 

There are many year-end LIFO conformity re
quirements, and there are many kinds of businesses 
using LIFO. All taxpayers using LIFO must comply 
with all of the year-end financial statement confor
mity reporting requirements in order to remain eli
gible to use the method. 

As emphasized throughout the discussions on 
pages 14-16 of the special rules and I RS guidance for 
auto dealerships, taxpayers outside the scope of that 
guidance should be careful not to rely on that guid
ance as if the I RS had general ized or intended it to be 
applicable in their own different situations or indus
tries. Similarly, auto dealerships-although benefit
ing from some clarification by the IRS on certain 
reporting issues-should be careful notto rely on that 
guidance asif the IRS had generalized or intended it 
to be applicable beyond the carefully worded "scope" 
sections in Revenue Ruling 97-42 and in Revenue 
Procedure 97-44. 

see SPECIAL LIFO CHALLENGES, page 12 

CONFORMITY REPORTING REQUIREMENTS 

Basic LIFO Eligibility Requirements: "Conformity" Is Only One ................................................... 12 

Form 970 Questions Regarding Conformity .................................................................................. 12 
Conformity Requirements ... There Are Many ............................................................................... 12 
Every Year, All of the Conformity Requirements Must Be Met.. .................................................... 13 

Traditional Financial Statements in Annual Reports Issued by CPAs ........................................... 13 
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YEAR·END PROJECTIONS FOR PLANNING PURPOSES 

Year-End Projections for Statement Conformity or for Income Tax Planning Purposes ............... 18 
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Understanding Why (Projected) LIFO Reserves Go Up or Down ................................................. 20 

Working Out of Anticipated Year-End Liquidation or Decrement Situations .................................. 20 
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A Warning About Aggressive Year-End Inventory Planning .......................................................... 22 
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Special LIFO Challenges (Continued from page 11) 

BASIC LIFO ELIGIBILITY REQUIREMENTS: However, where the LIFO violations involve cost, 
"CONFORMITY" IS ONLY ONE conformity, Form 970 consent matters or "inad

First: the bigger picture, of which conformity is 
only a part. The IRS can disallow a taxpayer's LIFO 
election if it finds a violation of anyone of four 
eligibility requirements. The four requirements in
volve cost, conformity, consent, and the mainte
nance of adequate books and records. 

1. Failure to value LIFO inventory at cost for 
tax purposes for the year preceding the 
year of LIFO election, the election year, 
and in all subsequent years (Cost). 

2. Violation of the financial statement re
porting conformity requirements for the 
election year and all subsequent years 
(Conformity). 

3. Failure to properly elect LIFO, including the 
failure to file Form 970 (Consent). 

4. Failure to maintain adequate books and 
records with respect to the LIFO inven
tory and all computations related to it 
(Adequate Books & Records). 

During 1999, probably the most startling devel
opment involving these eligibility requirements came 
out of the Tax Court in Mountain State Ford Truck 
Sales v. Commissioner. In this case, the Tax Court 
held that the use of replacement cost for valuing parts 
inventories could not be employed as a substitute for 
actual cost in connection with LIFO inventories ... nor 
for any other non-LIFO inventories. 

If a violation of anyone of the four eligibility 
requirements occurs, the Internal Revenue Service 
has the discretionary power to allow the LIFO elec
tion---if it can be persuaded to exercise that power in 
the taxpayer's favor. For example, Revenue Proce
dure 79-23 reflects the position of the Service that a 
LIFO election can be disallowed if the taxpayer fails 
to maintain adequate books and records with respect 
to the LIFO inventory and computations related to it. 
However, if a taxpayer is able to reconstruct the 
information necessary to calculate the LIFO inven
tory amount properly, it ~ be possible to avoid 
termination of the LIFO election for a violation of the 
"books and records" requirement. 

Revenue Procedure 79-23 (1979-1 C.B. 564) 
states that in other circumstances where disputes 
with the IRS arise over computational errors, incor
rect pool selection or item determination, or differ
ences in the levels of costing inventories between 
financial statements and tax returns - the IRS is not 
authorized to terminate the taxpayer's LI FO election. 

equate bOOks anc!tecords,"theService usually looks 
to invoke this more dramatic measure. 

Revenue Procedure 97-44, which allowed cer
tain taxpayers with conformity violations to avoid 
termination of their LIFO elections by paying a 4.7% 
penalty amount,shc;>Uld beregqrded as a very limited 
exceptipn to the IR~general approach ofterminating a 
LIFO election whenever it uncovers an eligibility viola
tion. 

FORM 970 QUESTIONS 
REGARDING CONFORMITY 

Form 970 is the LIFO election form which is 
required to be includec! with the tax return for the first 
LI FO year. One of the significant traps for the unwary 
is that Form 970 asks only whether the year-end 
financial statements for the election year have satis
fied certain conformity requirements. 

Question Son. Form 970 does not warn taxpay
ers that these conformity requirements must be 
satistiedfor every year-end statement for as long as 
the LIFO method is being used. This requirement is 
spelled out in Reg. Sec. 1.472-2(e)(1). 

Worse yet, the relatively limited Form 970 in
structions give no hint of the many troublesome 
interpretations that can arise under the regulations. 
As evidenced by the debacle that auto dealers and 
their CPAs floundered through for nearly a decade 
(and that resulted in Rev. Proc. 97-44), itwould seem 
that many practitioners have never even looked at, 
much less attempted to study in detail, the regula
tions dealing with this critical issue. 

CONFORMITY REQUIREMENTS ... 
THERE ARE MANY 

There are many conformity requirements. They 
exist as restrictions on a taxpayer's general desire to 
pay lower taxes using a LIFO method for valuing 
inventories, while reporting more income to share
holders or banks and other creditors using a non
LIFO method. To prevent this from happening, the 
Treasury says that LIFO must be used in all reports 
covering a full year to insure that the use of LIFO for 
tax purposes conforms as nearly as possible with the 
best accounting practice in the trade or business in 
order to provide a clear reflection of income. 

It is often stated that LIFO must be used to 
compute income in the year-end financial state
IlliIDl§. However, it is more technically correct to 
statethatthe IRS only requires LIFO to be used in the 
primary presentation of income (Le., in the Income 
Statement). For most taxpayers, the LIFO confor-

~ 
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Special LIFO Challenges (Continued) 

mity requirements pose at least two general sets of 
requirements: . 

FIRST, they require that any year-end 
financial statements issued In the tradi
.tlona/report form by the bu~iness to 
creditors, shareholders, partners or other 
us.ers must reflectthe year-end results on 
LIFO. 

SECOND, they also require all year-end 
manufacturet:-formatted financial 
~t~tements sent by certain dealers to a 
manufacturer/supplier/creditor (12th, 
13th and any other fiscal year-end state
ments) to reflect LIFO results. 

A taxpayer may adopt LIFO only if it has used no 
other procedure than LIFO in preparing an Income 
Statement or a profit or loss statement covering the 
first taxable year of adoption. As noted previously, 
for subsequent taxable years, similar restrictions are 
imposed. However, the Commissioner has the dis~ 
cretion to allow a taxpayer to continue to use. the 
LIFO method even though conformity violations might 
have occurred. 

Accordingly, a LI FO reserve, no matter how 
large, can be completely and abruptly lost if careful 
attention is not paid to the conformity requirements in 
year-end, manufacturer-formatted financial state
ments sentto the FactorylManufacturer/Supplier ... as 
well as in the more conventional year-end state
ments issued in report form by CPAs. 

EVERY YEAR, ALL OF THE CONFORMITY 
REQUIREMENTS MUST BE MET 

To remain eligible to use LIFO, every year, the 
last monthly statement for the year sent to the 
manufacturer and/or any other credit source must 
reflect an estimate of the year-end change in the 
LIFO reserve if the .actual change cannot be com
puted before the statement has to be released. 

If a taxpayer is thinking about making a LIFO 
election for the year, then it should place an estimate 
of the year-end LIFO reseNe ... or the actual amount 
if it has been calculated ... intheyear-endstaternents 
(including those issued tothePactorylManufabturer 
or issued to any other party) in order to preserve its 
ability to elect LIFO when it files Form 970 as part of 
its Federal income tax return for the year ala later 
date. 

Also, the expansion of the conformity require
ments to other classes of goods should not be 
overlooked if a taxpayer is already on LIFO for one 
class of inventory (such as new vehicles or equip-

ment) and is considering extending LIFO to another 
class of inventory (such as used vehicles, equipment 
or parts). In this situation, the year-end Income 
Statements should also reflect an estimate of the 
LI FO reserve expected to be produced by extending 
the LIFO election(s) to the additional classes of 
goods under consideration. 

TRADITIONAL FINANCIAL STATEMENTS IN 
ANNUAL REPORTS ISSUED BY CPAs 

This section deals with reports issued by CPAs. 
where the CPA controls the release, content and 
format of the financial statements, notes and supple
mentary information. These are unlike monthly state
ments which may be prepared internally by the 
taxpayer's accounting department or controller and 
sent out to a manufacturer, supplier or other creditor 
without direct CPA involvement or review. 

The LIFO conformity requirement as it relates to 
reports issued by CPAs requires that in the primary 
presentation of income (Le., the Income Statement), 
the results disclosed must only be the net-of-L1FO 
results. The primary Income Statement cannotshow 
results before LIFO, followed by either an addition or 
subtraction for the net LIFO change, coming down to 
a final net income or loss after-LIFO figure. This 
means that during a period of rising prices, a business 
using LIFO will usually be reporting lower operating 
results in order to comply with the conformity require
ments. Very strict disclosure limitations existed with 
no room for deviation for many years. 

The Regulations were liberalized in 1981 and 
they now allow LIFO taxpayers to disclose non-LIFO 
operating results in supplementary financial state
ments, as long as those supplementary non-LIFO 
financial statements satisfy two tests: First, they 
must be issued as part of a report which includes the 
primary presentation of income on a LIFO basis. 
Second, each non-LIFO financial statement must 
contain on its face a warning or statement to the 
reader that the non-LIFO results are supplementary. 
to the primary presentation of income which is on a 
LIFO basis. Accordingly, in CPA-prepared year-end 
financial statements, a LIFO taxpayer's results on a 
non-LIFO basis can be fully disclosed as supplemen
tary information if both of these requirements are met. 

Alternatively, the Regulations permit disclosure 
of non-LIFO results in a footnote to the regular year
end financial statements, as long as the Statement of 
Income itself does not disclose this information par
enthetically or otherwise on its face, and the notes 
are all presented together and accompany the In
come Statement in a single report. 

see SPECIAL LIFO CHALLENGES, page 14 
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Special LIFO Challenges 

As a result of these "liberalizations" in the Regu
lations in 1981, these LIFO conformity requirements 
should not present any major reporting problems for 
reports issued by CPAs. 
DEALERSHIP YEAR-END STATEMENTS SENT 

TO MANUFAClURERlSUPPLIERlCREDITORS 
Many CPAs serving automobile dealerships are 

now aware that the Regulations contain several year-
end LIFO reporting restrictions which apply to the 
specially formatted financial statements sent by auto 
dealerships and other businesses immediately after 
year-end to the Manufacturer/Supplier/Creditors. 
Some of those CPAs who were not had a rude 
awakening when their (former) dealer clients-through 
their attorneys-asked them to reimburse the dealers 

. for their payments of the 4.7% penalty "settlement 
amounts" due under Revenue Procedure 97-44. 

For automobile dealerships, and for any other 
LIFO users who have similar year-end reporting fact 
patterns or requirements, these restrictions on year
end dealership-issued statements pose fatal LIFO 
traps that are much harder to deal with than those for 
year-end reports issued by CPAs. 

The Regulations provide that any Income State
ment that reflects a full year's operations must report 
on a LIFO basis. This requirement applies regard
less of whether the Income Statement is the last in a 
series of interim statements, or a December state
ment which shows two columns, one for the current 
month results and another for the year-to-date cumu
lative results. 

The Regulations further provide that a series of 
credit statements or financial reports,is considered a 
single statement or report covering a period of opera
tions if the statements or reports in the series are 
prepared using a single inventory method and can be 
combined to disclose the income, profit, or loss for 
the period. See Reg. Sec. 1.472-2(e)(6). If one can 
combine or "aggregate" a series of interim or partial
year statements to disclose the results of operations 
for a full year, then the last Income Statement must 
reflect income computed using LIFO to value the 
inventory. 

Literally interpreted, this wording applies to all 
franchised auto dealers' 12th statements (Le., De
cember unadjusted) as well as to their 13th state
ments. The 12th statement is usually issued on a 
preliminary basis, before accruals and estimates are 
refined by detailed adjusting entries. The 13th state
ment is usually issued several weeks after the 12th 
statement, and it reflects year-end accrual adjust
ments and other computations not otherwise com-

(Continued from page 13) 

pleted within the tight time frame for the issuance of 
the December or 12th statement (usually by the 10th 
day of the following month). 

The IRSNational Office confirmed dealers' worst 
fears during '1995 in L TR 9535()10. In this Letter 
Ruling, a calendar year'deaJership raised the confor
mity question in the context of what happens when 
the monthly statements, including the December 
year-e'1d statement, are not on LIFO but the CPA 
prepares annual audited financial statements for the 
dealership which do' reflect UFO. 

Here, the taxpayer's argument was that the 
CPA's audited statements reflecting UFO were the 
primary financial statements, while the monthly state
ments sent by the dealership to the manufacturer and 
to the credit corporation were "supplementary state
ments." The IRS concluded that the dealer in L TR 
9535010 had violated the LIFO conformity require-
ment because: 

1. Thedea,lership used an inventory method 
other than LIFO in ascertaining its income 
in the monthly financial statements, 

2. The financial statements ascertained 
income for the "taxable year," 

3. The financial statements were "for credit 
purposes," and 

4. The financial statements were not within 
any of the exceptions to the LIFO confor
mity requirements that are provided in the 
Regulations. 

With respect to the use of the financial state
ments "for credit purposes," the IRS found that a 
debtor-creditor relationship did exist between the 
dealership and the manufacturer and the credit cor
poration. The IRS stated that if the taxpayer's 
"operations began to deteriorate, it is doubtful that 
Corp. X (the manufacturer) and Corp. Y (the Credit 
Corporation) would ignore these reports and con
tinue to extend credit to T (the taxpayer) as though 
nothing has changed." The IRS noted that the 
taxpayer was unable to provide any explanation of 
what purpose other than credit evaluation the credit 
subsidiary might have for requesting the dealer's 
financial statements. 

In a companion letter ruling, L TR 9535009, the 
IRS "officially" restated its position with respect to a 
dealer who reported for tax purposes using a fiscal 
year. The I RS employed the same four-step analysis 
as above to determine whether the fiscal year deal
ership had violated the LIFO conformity require
ments. In connection with the second "test" related 

~ 
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to whether the dealership's financial statemer:tt to the 
Factory ascertained the taxpayer's income for the 
taxable year, the IRS noted that the year-to-date 
column information readilyprovides this computation 
for the reader. Even without year-to-date accumula
tions on the face of the monthly Income Statement, 
any series of months could simply be added together 
to reflect a complete 12-month period of anyone's 
choice. 

L TR 9535009 states that the fiscal year dealer 
taxpayer issued a financial statement (in January, 
19xx) that ascertained its income for the entire prior 
calendar year, and that calendar year statement is 
considered a statement covering the ''taxable year" 
because it covers a 1-year period that both begins 
and ends in a taxable year or years for which the 
taxpayer used the LIFO method. This is the IRS' 
interpretation of Reg. Sec. 1.472-2(e)(2) which COl'

ers one-year periods other than a taxable year. 

Warning. This would seem to be the position of 
the IRS for all taxpayers whose fact patterns fall 
under the Regulation. Only the special and limited 
relief afforded to certain dealers in Revenue Ruling 
97-42 and Revenue Procedure 97-44 (discussed 
next) saved some taxpayers from the consequences 
of this narrow and harsh interpretation. 

REVENUE RULING 97·42: 
DISCLOSURE GUIDELINES 
FOR CERTAIN DEALERS 

On September 25, 1997, the IRS issued Rev
enue Ruling 97-42 which provides special interpreta
tions allowing auto dealersto satisfy the LIFO confor
mity requi rements. These speCial in.terpretations 
apply only to a· year-e.nd financial statement 
prepared in a format required by an automobile 
manufacturer on preprinted forms supplied by 
the automobile manufacturer. 

Placement in the Income Statement. LIFO 
adjustments must appear in the twelfth month In
come Statement. However, they do nQt have to be 
reflected in the Cost of Goods Sold section through 
the inventory valuation accounts. As long as the 
LIFO adjustments are reflected somewhere in the 
determination of net incQme on the Incom~ State
ment, that conformity requirement will be satisfied. 

Revenue Ruling 97-42 makes it clear thatifa 
LIFO reserve adjustment is posted directly'to the 
retained earnings account and re,lectedonthe 
dealership's Balance Sheet, that treatment of the 
LIFO reserve change will IlQl,satisfy the conformity 
requirement. For years ending after October 14; 
1997, it is thus imperative that the LIFO adjustment 

(Continued) 

be properly reflected in the Income Statement pre. 
pared for the last month of the year. 

Use of estimates. A "reasonable estimate" of 
the change in the LIFO reserve for the year may be 
reflected instead of the actual Change ... , as long as 
that "reasonable estimate" is reflected somewhere in 
the year-end Statement of Income. 

No one knows what the IRS will accept as a 
"reasonable estimate." Similarly, nooneknowswhat 
procedures the I RS will accept as being "reasonable" 
in the preparation of an estimate of the change of the 
LIFO reserve for the year. 

Fiscal year taxpayers. If an auto dealer em
ploys a fiscal taxable year, and reflects the LIFO 
change in Cost of Goods Sold or anywhere else in the 
Income Statement, the LIFO conformity require
ments can be satisfied in either of two ways: First, 
the dealer may make an adjustment for the change in 
the LIFO reserve that occurred during the calendar 
year in the month and year-to-date column of the 
December Income Statement. 

Alternatively, the dealer may make an adjust
ment for the change in the LIFO reserve that oc
curred during the fiscal year in the month and year
to-date columns of the Income Statements provided 
for the last month of the fiscal year. 

In other words, the IRS does not require the 
change in the LIFO reserve to be updated twice in the 
fiscal year-end ... calendar year-end sequence. The 
IRS will permit a timing mismatch under these limited 
circumstances. For example, in a situation where a 
dealer has a September fiscal year-end and Decem
ber (calendar) reporting year to the manufacturer: If 
the dealer reflects the (reasonable estimate) change 
in the LIFO reserve in the September monthly and 
year-end statement, that dealer does not need to 
recompute and update a LIFO change for the three 
month period from October 1 through December 31 
and reflect a 3-month change in the December 
statement. 

The dealer may simply carry through the annual 
LIFO reserve change effect reflected in the Septem
ber fiscal year-end Income Statement without modi
fication In the December Income Statement. Note 
that the December Income Statement must reflect 
the charge against income for the prior fiscal year
end LIFO reserve change and that prior September 
fiscal year-end UFO reserve change should !lQ1 be 
reversed so that the December Statement of Income 
does not reflect any LIFO reserve charge for the 
twelve month period ending December 31. 
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REVENUE PROCEDURE 97-44: 
LIMITED RELIEF FOR CERTAIN DEALERS 

Revenue Procedure 97-44 provided "relief" to 
auto dealers whose year-end Factory statements 
failed to satisfy the conformity requirements at any 
time during a six-year "look-back" period. These 
dealers were allowed to keep their LIFO elections if 
they paid a 4.7% penalty/settlement tax based on the 
amount of their LIFO reserves as of the last taxable 
year ended on or before October 14, 1997 (i.e., as of 
December 31, 1996 for most calendar-year auto 
dealers). These dealers were also required to satisfy 
certain other conditions as terms of the settlement. 

In Revenue Procedure 98-46, the IRS extended 
this relief for similar conformity violations to all me

> dium and heavy-duty truck dealers, providing them 
with a slightly different series of payments dates. 

One of the major traps that practitioners and auto 
dealers now face is in the lack of synchronization 
between the language in Revenue Ruling 97-42 and 
the language in Revenue Procedure 97-44. Revenue 
Ruling 97-42 applies to the issuance of statements to 
a "credit subsidiary." In contrast, Revenue Proce
dure 97-44 contains broader language in its scope 
(Section 3) referring to the providing "for credit pur
poses" '" of an Income Statement in the format 
required by the franchisor. 

See the analyses of Revenue Procedure 97 -44 in 
the September, 1997 and December, 1997 issues of 
the LIFO Lookout for discussions of the settlement 
amount 4.7% penalty payment and many questions 
that still remain unanswered. 

SPECIAL INTERPRETATIONS CLARIFIED 
ONLY FOR AUTO DEALERS ... 
ALL OTHER LIFO USERS BEWARE 

Different year-ends for book and tax pur-
poses (fiscal years). LI FO conformity problems are 
multiplied where a taxpayer has a different year-end 
for reporting to a manufacturer, supplier, or creditor 
(calendar year-Dec. 31) than the fiscal year it uses to 
report for income tax return purposes and for other 
financial statement reporting purposes. 

For these fiscal year taxpayers ... other than auto 
dealers and light, medium & heavy-duty truck deal
ers ... in order to satisfy another strict conformity 
requirement, the full-year Income Statements must 
reflect LIFO at the end of both twelve month annual 
reporting periods or years (Reg. Sec. 1.472-2(e)(2)). 

This regulation states that the conformity rules 
also apply to (1) the determination of income, profit, 
or loss for a one-year period other than a taxable 
year, and to (2) credit statements or financial reports 

(Continued from page 15) 

that cover a one-year period other than a taxable 
year, but only if the one-year period both begins and 
ends in a taxable year or years for which the taxpayer 
uses the LIFO method for Federal income tax pur
poses. For example, ... in the case of a calendar year 
taxpayer, the requirements ... apply to the taxpayer's 
determination of income for purposes of a credit 
statement that covers the period October 1, 1981, 
througt) September 30, 1982, if the taxpayer uses the 
LIFO method for Federal income tax purposes in 
taxable years 1981 and 1982. 

Placement of LIFO change in the year-end 
Statement of Income. In fighting with auto dealers 
over conformity, in 1994 the IRS informally indicated 
that on the last monthly (Le., twelfth) statement, the 
LIFO adjustment had to be run through the Cost of 
Goods Sold section (via the beginning-of-the-year 
and the end-of-the-year inventory valuations), rather 
than through an other income/deductions account. .. or 
else dealers wOl,Jld not be in compliance with the 
LIFO year-end conformity requirement. The IRS 
subsequently retreated on this "placement" issue in 
Revenue Ruling 97-42. 

For LIFO taxpayers other than those dealers 
indicated above, where and how the year-end LIFO 
adjustment is placed on the Income Statement is still 
critical. The IRS "only-through-Cost-of-Goods-Sold" 
interpretation could result in countless LIFO election 
terminations in situations where the (projected) 
change in the LIFO reserve at year-end was placed 
in some other section of the Income Statement, such 
as with an Other Income or Other Deductions. For
tunately, in Revenue Ruling 97-42, the IRS said (to 
certain dealers only) that the LIFO adjustment could 
be placed anywhere on the Income Statement. 

Unfortunately, the IRS "guidance" for franchised 
auto dealers in Revenue Ruling 97-42 and the "relief" 
for prior conformity violations under Revenue Proce
dures 97-44 and 98-46 do not apply to any other 
types of taxpayers issuing what might be "similar" 
statements under "similar circumstances" to other 
manufacturers, suppliers or credit sources. No one 
can be sure what these other businesses with LIFO 
violations should do in lightofwhatis now understood 
to be the IRS interpretation of these regulations. 

. All taxpayers ... other than auto and truck 
dealers ... using LIFO who issue monthly 
statements to manufacturers, suppliers or 
creditors are not protected by the special 
rules in Revenue Ruling 97-42 which modify 
the Regulations only for special reponing 
situations faced by auto dealers. 
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What should these businesses/taxpayers be told 
about their LIFO ~Iections? Are they subject to 
retroactive termination of their LIFO elections at any 
time, literally at will, by the IRS? What responsibility 
does the CPA practitioner have as preparer of the tax 
return now that the IRS position has been more 
clearly set forth in Revenue Ruling 97-42? These are 
the questions that (should) haunt practitioners and 
their clients today. 

CONFORMITY VIOLATIONS CANNOT BE 
CORRECTED ONCE THE YEAS-END 
FINANCIAL STATEMENTS 
HAVE BEEN RELEASED 
What if year-end financial statements are issued 

(in a hurry) and the conformity requirements have 
been overlooked? 

The position of the IRS is that once a year-end 
Income Statement has been issued or released on a 
non-LIFO basis, that statement cannot be recalled 
and corrected to reflect LIFO by the re-issuance of 
statements satisfying the conformity requirement. 
Furthermore, it then becomes discretionary with the 
IRS Commissioner as to whether or not the Commis
sioner chooses to terminate the taxpayer's LIFO 
election as a penalty for the violation. 

The William Powell Company decision (81-1 
USTC 119449) illustrates one taxpayer's success (or 
possibly good fortune) in avoiding termination of its 
LIFO election when it came down to "all-or-nothing" 
on this issue. This case, decided in 1981, involved 
what would have been the termination of a LIFO 
election made in 1973 because at the end of the first 
LIFO year, the taxpayer had issue.d non-LIFO state
ments and then later made a LIFO election when it 
filed its tax return. 

In that case, the taxpayer recalled its previous 
non-LIFO statements and replaced/reissued LIFO 
statements to all the banks, creditors and sharehold
ers before the income tax return for the first year was 
filed. The taxpayer probably would have. lost its LIFO 
election if it had litigated the issue in the Tax Court, 
but the taxpayer chose to litigate this issue in· the 
District Court in Ohio. 

The taxpayer took the position that it had not 
"used" FIFO within the meaning of $ectioa472{c). Its 
position with respect to Section 472{c){2). was·that 
non-LIFO "worksheets" were not used for ~credit 
purposes," since the credit had been extended prior 
to the delivery of the workshe.ets. The District Court 
accepted the taxpayer's arguments, With respect to 
Section 472{c){1), Powell contended tllat use is 
determined at the time of the LIFO election and that 

(Continued) 

this election need not be made until the taxpayer files. 
its return. At the time Powell elected LIFO, it was no' 
longer using the FIFO statements, inasmuch as they 
had been recalled prior to the elec~on and LIFO 
statements had been reissued. 

The District Court, while agreeing that Powell's 
activities seemed to violate the plain language of 
Section 472{c){2), was hesitant to strictly apply the 
"plain meaning rule" in this case. The Court said that 
it is the general rule that the words of a revenue 
statute are interpreted "in their ordinary, everyday 
senses," and a rigid application of this rule would not 
be consistent with the Commissioner's ongoing inter
pretation of the conformity requirement. 

HOW SOME BUSINESSES GET AROUND 
THE LIFO CONFORMITY LIMITATIONS 

Many businesses using LlF~specially pub
licly-held companies reporting to the SEC-would like 
to reduce taxes by reporting lower taxable income/ 
earnings in tax returns while at the same time report
ing higher earnings/more income to their sharehold
ers and creditors for financial and market valuation 
purposes. This can be done easily, thanks to loop
holes conveniently provided in the Regulations. But 
one has to know they are there. 

The Regulations allow taxpayers to legitimately 
avoid the intent of the conformity requirement by 
allowing them to use LIFO methods and sub-elec
tions in their financial statements that are different 
from those LIFO sub-elections and methods that are 
used in their income tax return computations. That's 
right: Different LIFO methods may be used for 
book and for tax purposes. It is not necessary for 
the year-end financial statements to use the same 
exact LIFO sub-elections that are used in the tax 
return LIFO calculations. The Regulations simply 
require that both sets of financial statements (i.e., 
those included in the financial reports and those 
inherent in the income tax returns) must report using 
LIFO methods. 

This allows some companies to use more pools 
... in one case, several hundred more pools ... for 
financial reporting purposes than for income tax 
purposes. Others use link-chain or link-chain, index 
(dollar-value) methods to lower LIFO income for tax 
purposes, while they use double-extension (dollar
value) LIFO methods for financial reports. Still others 
reconstruct long distant base prices for new items in 
their tax return LIFO calculations while they price 
new items at current cost in their financial state
ments. These companies enjoy the best of both 
worlds without violating the fine print of the "confor
mity" requirements. 

see SPECIAL LIFO CHALLENGES, page 18 
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8ased on the foregoing. we continue to question 
the wisdom of the advice given by Wall Street to 
dealer groups going public in connection with termi
nating their LIFO elections. How many millions of 
dollars of LIFO deferral tax savings havebeen thrown 
away needlessly in exchange for the perceived ben
efit of higher earnings per share and hopefully higher 
market valuations? The significant-if not Draco
nian-penalties the investing marketplace exacts from 
businesses that miss their earnings per share projec
tions by even a penny suggest that sacrificing real 
millions of LIFO tax deferral dollars "just for show" 
can be costly, if not almost unnecessary. 

INTERIM REPORTS 
Interim reports covering a period of operations 

that is less than the whole of a taxable year may be 
issued on a non-LIFO basis without violating the 
LIFO conformity requirement for tax purposes. The 
Regulations are completely clear and unambiguous 
on this point. Although generally accepted account
ing principles may present some difficulties in this 
regard, the Income Tax Regulations clearly do not. 

OTHER CONCERNS: INSILCO & SECTION 472(g) 
For another example of how seriously the Trea

sury/IRS polices the LIFO conformity requirement, 
consider the origin of Code Section 472(g). This 
subsection was added because the IRS lost the 
Insilco decision in the Tax Court. This case involved 
a subsidiary using LIFO who reported to its parent 
corporation using LIFO, but the parent corporation 
reported its consolidated earnings (which included 
those of the LIFO-user subsidiary) to its own share
holders on a non-LIFO basis. 

In upholding the taxpayer in Insilco, the Tax 
Court told the IRS that if it didn't like the result, it 
should get Congress to change the law. And that's 
exactly what the IRS/ Treasury did! After its loss, the 
Treasury persuaded Congress to change the law 
(which it did by adding subsection (g) to Section 472) 
so that taxpayers in the future couldn't get around the 
conformity requirement the way Insilco had. 

Section 472(g) provides that all members of the 
same group of financially related corporations shall 
be treated as one taxpayer for purposes of the 
conformity provisions of the Internal Revenue Code. 
For purposes of these provisions, affiliated groups 
are determined by using a lower 50% ownership 
threshold (than 80%). Furthermore, Section 
472(g)(2)(8) provides that any other group of corpo
rations which consolidate or combine for purposes of 
financial statements ... shall be treated as one tax
payer for purposes of the conformity provisions. 

(Continued from page 18) 

CONCLUDING CONFORMITY WARNINGS 
The William Powell Company and the Insilco 

decisions are the only recorded cases where taxpay
ers contested the IRS termination of their LIFO 
elections in court: The bottom line is that the IRS 
takes all ottheseconformity requirements seriously. 
On many audits,instead of assuming that the tax
payer has compHed,the IRS asks for proof that 
financial statements at year-end were not in violation 
of the LIFO conformity requirements. 

The first year of the LIFO election is very often 
the easiest one for the IRS to find a conformity 
violation in. This is because by the time the election 
is "officially" made in the tax return many months 
after year-end, the financial statements for the year 
are long gone out the door. 

In these situations, the IRS asserts that there is 
no statute of limitations preventing itfrom inquiring as 
to a taxpayer's compliance with the conformity re
quirement ... and that the Service can look into this 
as far back as the initial LlFOelection year. Further
more, the burden of proof is on the taxpayer-not on 
the IR&---inthese inquiries. 

The IRS position is that there is no limit on its 
ability to go back to aD.l!prior year ... no matter how far 
distant...to terminate a LIFO election because of a 
violation of anyone of the many conformity require
ments discussed above. The IRS supports its argu
ment by reminding taxpayers that they have explicitly 
agreed to this result right on the Form 970 (in Part 1) 
that they included in their tax returns when they 
elected LIFO! 

The only exception to this is the IRS' uncharac
teristic and somewhat voluntary self-imposed limita
tion in 1997 for certain retail auto and truck dealers. 
Consequently, LIFO users cannot be too cautious or 
careful in dealing with conformity matters. 

YEAR·ENDPROJECTIONSFOR 
STATEMENT CONFORMITY OR FOR 
INCOME TAX PLANNING PURPOSES 
Projections for statement conformity pur-

poses. When the pressure is great to issue the 
financial statements before detailed LIFO computa
tions can be made, the conformity requirement should 
be satisfied by using a reasonable estimate of the 
change in the LIFO reserve in lieu of the actual 
amount. (Revenue Ruling 97-42 says so explicitly for 
auto dealers.) As mentioned previously, another 
alternative might be to use a different LIFO compu
tation methodology for the financial statements than 
the one used for tax purposes. 
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Projections for income tax planning pur
poses. It is unrealistic to attempt any serious 
planning for a business that uses LIFO without first 
projecting the change in the LIFO reserves for 
year-end. 

Make projections early. These projections 
should be made early enough so that management 
can consider not only the financial impact of what is 
likely to happeri, but also whether legitimate steps, 
motivated by sound business reasons, can be under
taken to produce a result different from that shown by 
the projections. 

One thing is certain: After year-end, it will be too 
late to change the results that might have been 
avoided by proper planning with adequate timing. 

Even if it is concluded that nothing can be done 
to avoid the LIFO reserve payback consequences, it 
is far better to know the extent of the impending "hit" 
so that other buffering actions can be taken, than it is 
to be caught entirely off-guard or without any idea of 
how large the LIFO reserve recapture is going to be. 

(Continued) 

PROJECTION MECHANICS 
Projecting year-end changes in LIFO reserves 

need not be too difficult nor time-consuming. Making 
these LIFO reserve change projections involves only 
two estimates: (1) the ending inventory level, and (2) 
the overall inflation percentage for the year. . 

All other necessary factors are known at the time 
the projections are made because they are ''facts'' 
related to the beginning of the year: 

Beginning-of-the-year inventory expressed in total 
dollars and in base dollars, 

Beginning-of-the-year LIFO valuation of the in
ventory, 

Method used for valuing current year increments, 
and 

Cumulative inflation index as ofthe beginning-of
the-year. 

The computation of the projected change in a 
LIFO reserve is made by plugging in the estimates of 
(1) the year-end inventory level and (2) the current 
year's rate of inflation or inflation index ... and then 
"working backwards". These steps are detailed below. 

(1) Determine the cumulative index as ofthe end-of-the-year-this is the estimated current year inflation 
index times (i.e., multiplied by) the beginning-of-the-year cumulative index, 

(2) Divide the end-of-the-year estimated (or, if known, actual) inventory dollars by the year-end 
cumulative index-to determine the end-of-the-year inventory stated or expressed in base dollars, 

(3) Compare the end-of-the-year inventory expressed in base dollars with the beginning-of-the-year 
inventory stated in base dollars to determine whether there is an increment or a decrement projected 
for the year, 

(4) Value the projected increment under the method already selected for valuing increments on Form 
970, item 6(a). 

Alternatively, if a decrement is projected for the year, carry back the decrement (expressed in base 
dollars) against prior ye~rs' increment,s (also expressed in base dollars) on a LIFO or reverse
chronological-order basis. This means that the most recent/last layer built up is the first one 
eliminated, and then prior years' layers are eliminated in reverse-chronological order. In other words, 
a decrement in 1999 is carried back first against any 1998 increment, then against 1997, then against 
1996, then against 1995, etc. until the entire amount of the 1999 decrement (expressed in base 
dollars) has been fully accounted for. In some instances, a decrement may end up being carried all 
the way back to the original first LIFO year base layer. 

(5) Add all the resulting layersof inventory at their respective LIFO valuations to get the end-of-the-year 
inventory stated at its LIFO valuation, 

(6) Subtract the ending inventory at its LIFO valuation from the ending inventory at its actual or 
estimated current non-LIFO cost to Eletermine the projected LIFO reserve as of the end-of-the-year, 

(7) Subtract the actua/LiFO reserve as of the beginning-of-the-year from the projected LIFO reserve 
as of the end-QHhe-year. The result determined in this final step is the estimate of the change in 
the LIFO reserve for the year. 

(8) Reconcile and prove out the projected changes to understand why the reserve is going up or down. 

see SPECIAL LIFO CHALLENGES, page 20 
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UNDERSTANDING WHY (PRC>JECTED) 
LIFO RESERVES GO UP OR DOWN 

Taxpayers using LIFO are often surprised when 
they find out that even though their year-end inven-
tory levels are projected to be lower than they were 
at the beginning-of-the-year, their LIFO reServes are 
expected to increase. And often these increases are 
very large. 

In many instances, the net change in the LIFO 
reserve for a year is the result of complementing or 
offsetting price and inventory investment payback factors. 

Upward influences ... causing increases 

• Price increases ... inflation. 

• Quantity increases, if a dual index method-
ology/approach is used. 

Downward influences .. . causing decreases 

• Price decreases ... deflation. 

• Decreases in inventory investment levels-
i.e., pay-backs of previously built-up LIFO 
reserves to the extent necessitated by the 
carryback of a current year quantity de
crease (referred to as "decrements") against 
increases ("increments") built up in prior 
years. But see the qualification below 
where negative LIFO reserves are involved. 

If year-end LI FO projections show that the dollar 
amount of the ending inventory (expressed in terms 
of base dollars) is projected to be lower than the 
beginning-of-the-year inventorY amount (also expressed 
in base dollars), that means there is going to be a 
liquidation or decrement in a technical LIFO sense. 

However, that liquidation or decrement may not 
necessarily cause, or result in, any pay-back of some 
or any of the LIFO reserve at the beginning-of-the
year. Whether or not there isa "pay-back" depends 
on how the prior year layers were built up over time 
and how they were valued for LIFO purposes. 

For those who want more mechanical analysis, 
see: "Why Do Some LIFO Reserves Go Up Even 
Though Inventory Levels Go Down?" in the March, 
1992 LIFO Lookout and "Another Rebasing Example 
- With Proofs: Why LIFO Reserves Go Up Even 
Though Inventory Levels Go Down and Despite 
Rebasing Indexes to 1.000 in Between" in the June, 
1993 LIFO Lookout. 

Also, for those who are interested in pay-back 
mechanics where negative LIFO reserves are in
valved, see "Strange ... But Explainable ... Results from 
the Wacky World of Negative LIFO Reserves," in the 
December, 1998 LIFO Lookout. This article, with 
extensive supporting schedules, analyzes what might 

(Continued from page 18) 

otherwise be unanticipated results where negative 
LIFO reserves are involved, and even qualifies the 
generalization above that decreases in inventory 
inVeStment levels cause or result in decreases in 
LIFO reserves. 

WORKING OUT OF ·ANT:lCIPATED YEAR-END 
LlQUIDATION'OR;DECREMENT SITUATIONS 

When aliql,Jidation or decrement situation is 
anticipated, the starting point is to calculate the pay-
back potential from aSefies of reduced inventory 
levels. In other words, as the year-end inventory 
drops, how much more (or less) is the LIFO reserve 
going to change? Thesecalculationsdeterminewhat 
the real LIFO recapture vulnerability will be as the 
anticipated current-year'sdecl'ement is carried-back 
on a LIFO basis against the prior LIFO layers that 
have been built up over the years. 

This recapture potential will be different for every 
pool, since each pool has its own history and charac
teristics., For auto,dealers,this recapture impact will 
be different for the new auto pool compared to what 
it will be for the new light-duty truck pool. The LIFO 
reserve repayment potential impact should be com
puted for ~ LIFO pool and expressed as a readily 
understandable dollar amount. For an example of 
this type of successive calculation, see "GM Dealers 
Low on LIFO Inventory May Face Stiff Recapture ... 
Planning May Lessen the Blow," in the June 1998 
Dealer Tax Watch. 

Armed with this diagnostic information, taxpay
ers anticipating a liquidation may be able to lessen 
the anticipated LIFO recapture in at least three ways. 
The second and third considerations below are dis
cussed in the June 1998, Dealer Tax Watch article 
referenced above. 

1. Manage inventory levels. Attempt to 
increase or "manage" the inventory level 
through transactions that might not oth
erwise have been considered, but which 
still have some degree of business justi
fication (other than solely attempting to 
minimize the impact of LIFO layer liquida
tions). 

2. Year-end change. If eligible, change to 
a fiscal year-end that is prior to the year
end expected to be adversely affected by 
the significant inventory reduction. 

3. Switch to theBLSIIPIC method. Con
sider changing to the BLS/IPIC method 
under the recent changes ... and expedi-
tious consent p~ocedure ... available in 
Section 10.04 of the Appendix to Rev
enue Procedure 98-60. 

---7 
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Special LIFO Challenges 

If a business using LIFO is trying to avoid a 
significant year-end reserve reduction, steps to in
crease the inventory level should be completed and 
documented before year~end. These actions should 
be considered only if they make sense from a busi
ness standpoint, after considering carrying costs, 
insurance, expectt3Ci ability to sell the additional 
inventory and the possibility of challenge by the IRS. 

Despite cautions that inventory purchasing deci
sions should be based on sound business judgment 
and not solely on the desire to reduce projected LI FO 
pay-backs, some taxpayers may still wish to pursue 
more aggressive strategies and to take their chances 
in this regard. 

As discussed in the next section, the IRS has 
been successful in challenging transactions that ap
peared to be motivated by the desire to avoid LIFO 
recapture impact. In these cases, the IRS ignored 
the last-ditch efforts that resulted in inventory on 
hand at year-end which was not "intended to be sold 
or placed in the normal inventory ,channels." 

Ideas dealers might consider if faced with 
significant projected decrements. A dealer might 
attempt to increase or "manage" the year-end inven
tory level by considering some transactions that 
otherwise would not have entered his mind. These 
may be rationalized under the "Nothing ventured, 
nothing gained" generalization. However, they may 
not necessarily be justified if the IRS digs deeply into 
them and sees them as motivated solely by liquida
tion-avoidance. Therefore, these strategies should 
be regarded by dealers and their advisors as aggres
sive and not without the likelihood,o,f challenge by the 
IRS. They are only generalized'here, and they 
should be carefully and more fully evaluated by the 
dealer's advisors before any further· action is taken. 

1. After determining which pool (new automo
biles or new light-duty trucks) has the greater LIFO 
repayment potential, a dealer may simply try to have 
more inventory dollars in the pool with the greater 
repayment potential. 

In other words, if the dealer can have only 
$1,000,000 worth of inventory, if the LIFO repay
ment payback potential is 30% on the dollar in the 
new automobile pool and 60% onthedollarinthe new 
light-duty truck pool, the dealer should try to have 
more inventory dollars at year-end in the neV(, light
duty truck pool than in the new aU,tomot?ile pool. 

2. Attempttopurcha~;!1!EWly~icI~()f~er makes 
(for resale to retail,customers)tQPl;Jtinto inventlJry. 

Under the Alternative LIFO Method, all new 
automobiles, regardless of manufacturer,including 
those used as demonstrators, must be included in a 

(Continued) 

dollar-value LIFO pool, and all new light-duty trucks 
regardless of manufacturer, must be included in I 

another separate L.IFO pool. Thus, the Alternative 
LIFO Method would appear to contemplate all new 
automobiles being placed in one pool, regardless of 
manufacturer. Accordingly, a GM dealer who has 
other non-GM franchises in the same selling entity as 
the GM franchise(s) mighttry to stock up on the non-GM 
new vehicles to the extent possible. 

3. Similarly, a dealer might simply attempt to 
purchase (for retail sale) some very expensive makes 
(Lamborghini or Rolls Royce) and putthem in the new 
automobiles pool. ("A few will do. ") Does a dealer 
have to have that franchise to sell those vehicles? 
What about creating a special joint venture, or flow
through type entity with another franchised dealer? 

How far can the "retail resale" aspect be pushed? 
Will this pass muster with the IRS? One cannot be sure. 

Caution: Section 4.02 of Revenue Procedure 
97-36 does contain some troublesome language 
relating to LIFO pools. It states that "for each 
separate trade or business, "all autos, regardless of 
manufacturer, must be placed in one pool. No one 
really knows what "for each separate trade or busi
ness"really means, and the IRS has yet to define or 
explain it. If these words don't mean anything, why 
are they there? Might the IRS assert some special
ized interpretation for this term under these circum
stances? 

In TAM 199911044, the IRS gave some indica
tion of its interpretation of the "for each separate 
trade or business" language. In this TAM, the 
National Office allowed an auto dealerto keep all new 
autos in one pool and all new light-duty trucks in a 
separate, pool, even though that dealer was involved 
with two manufacturers, five franchises and three 
locations, all of which were in the same city. For more 
on this TAM, see "Automobile Dealer with Multiple 
Franchises & Locations Can Use One Pool for all 
New Cars," LIFO Lookout, June 1999. 

4. A dealer might actively seek out another 
dealer with less of a LI FO recapture impact potential 
and attempt to purchase inventory from that dealer, 
perhaps paying a "premium" or offering that dealer 
some other considerations for that inventory that 
makes the transaction economically attractive to 
both parties. 

5. Dealers with multiple franchises in different 
entities should make similar LIFO recapture impact 
calculations for all their LIFO pools in all entities ... to 
determine whether a shifting of inventory from one 
entity to another, if feasible, might create a favorable 
recapture-avoidance result. 

see SPECIAL UFO CHALLENGES, page 22 
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Special LIFO Challenges 

6. Finally, although it may seem heresy. a 
dealer might consider not closing sales until afterthe 
end of the year. For some dealers. what they hope 
to realize in gross profit and potential customer 
loyalty may be smaller thanthe real dollar outflow that 
definite/ywill result from the reduction of inventory by 
sales which will definitely trigger the LIFO recapture. 
Some dealers may simply be unable to make the right 
decision on this. 
SOMETIMES THE EVER-VIGILANT IRS 

REVERSES YEAR-END 
LIQUIDATION AVOIDANCE MEASURES 

In 1996, the Tax Court observed that taxpayers 
often "desire a higher base-year cost of enoing 
inventory in a given year to avoid liquidating a LIFO 
layer, causing a match of historical costs against 
current revenues" (see E. W. Richardson. Tax Court 
Memo Decision 1996-368). The Court's observation 
was made in the context of three other cases and 
Revenue Ruling 79-188. All of these collectively 
stand for the proposition that the IRS may success
fully overturn and even penalize year-end inventory 
transactions that are solely LIFO-benefit motivated. 

1 . Ingredient Technology Corporation (Su 
Crest Corporation, 83-1 USTC 9140. January 5. 
1983). Tax fraud convictions by means of LIFO 
inventory overstatements. 

2. Illinois Cereal Mills. (86-1 USTC 9371 af
firming T.C. Memo 1983-469. Dec. 40.342(M). 46 
TCM 1001. August, 1983). Legal ownership of the 
goods did notjustify inclusion in the taxpayer's inven
tory because the taxpayer did not intend to use the 
corn in its milling business. 

3. Ballou and Company, Inc .. (85-1 USTC 
9290. U.S. Claims Court. No. 247-82T; March 29. 
1985). The Court upheld the IRS' removal of year-end 
gold purchases from LIFO inventory calculations 
because the IRS adjustments removed only the 
amounts of gold that the taxpayer had purchased in 
order to temporarily inflate inventory levels solely for 
income tax/LIFO purposes at year end. 

Revenue Ruling 79-188 can be given a positive 
spin and interpreted to indirectly suggest some plan
ning considerations: 

1. Attempt to document that sales during the 
year are at levels that justify the purchase of year-end 
inventory levels in the ordinary course of business. 

2. It helps if the inventory acquired at year-end 
can be sold to regular customers in due course or to 
a third party. rather than back to original supplier. 
Th'is helps to avoid the "cast" as a resale. 

(Continued from page 21) 

3. The inventory acquired at year-end should 
be paid for before its subsequent sale. again in an 
effort to demonstrate an 'intent to receive and use the 
goods in the ordinary course of the business. 

4. The specific mechanics of taking possession 
andtitleprior to reselling the inventory should also be 
considered. , Burnote. even dOing all this legally did 
not stop the IRS in '1I1i'nois Cereal Mills. 

IAM9847003:provides more recent evidence of 
how closely theiRS scrutinizes year-end inventory 
levels and transactions. In this case. the IRS con
cluded that an affiliated group had engaged in inven
tory-level manipulation stating: "The Group simply 
used V (one affiliated member) as a purchasing and 
holding company so that it could manipulate the 
quantity of goods in X's (another affiliated member) 
ending inventory. thereby artificially inflating X's cost 
of good sold ... This purchasing arrangement was 
designed to artificially reduce the Group's taxable 
income and avoid taxes; it had no independent 
purpose ... Although papers were drawn up to place 
formal ow.nershipwith Vi the objective economic 
realities indicate that X had effective command over the 
V purchases." Accordingly, the IRS National Office 
concluded that X was the owner of the V purchases 
and should have included them in its inventory. 

In this TAM. theiRS pursued the adjustment to 
correct the year-end inventory levels through the 
Group's corporate restructuring. holding that (1) X's 
method of accounting for the V purchases carried 
over to the taxpayer created in the merger process. 
(2) the treatment of the purchases in inventory con
stituted an unauthorized change in method of ac
counting. and (3) corrections could be made by 
changing the new taxpayer's method of accounting 
and making adjustments pursuant to Section 481 (a). 
A WARNING, ABOUT AGGRESSIVE 

YEAR-END INVENTORY PLANNING 
Any LI FO taxpayer aggressively planning to avoid 

year-end LIFO layer liquidations should realize that 
even satisfying the apparent "boundaries" set forth in 
Revenue Ruling 79-188 and these other cases may 
not be enough. Taxpayers' year-end transactions 
may not prevail if year-end purchases are structured 
to involve subsequent reo/sales back to the same 
source shortly after year-end or just to otherwise look 
good on paper. 

More recently. Letter Ruling 9847003 indicates 
that theiRS arguments are-potentially more sophis
ticated and strengthened whenever the IRS brings 
Section 481 (a) into the evaluation. The IRS' re
peated use of the term objec#ve economic reali#es 
may open the door to many subjective disputes. * 
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QUICK YEAR-ENq;;;.'H'~b~TJ.9~!'i~~I~;MATES FOR AUTO DEALERS, 
19Q9~aQD,Q.}iN~6W ~~,~I~,l.eINfLATION, SURVEY , 

ASSUMING ENDING~\IN'lEkFORVMIX'OF' ONE-OF-EACH ITEM CATEGORY 
Many auto dealers are under significantpressure 

to release their year-end financial statements before 
the actual LI FO calculations can be completed. Each 
year we provide a listing for auto dealer newvehicle 
LIFO reserve' prOjection purposeS showing weighted 
average information for each model. 

Our information compares everything in our 
SUPERLlFOdatabase as of December 1, 1998 (Le., 
the beginning of the year) ... with intro-2000 model 
prices, unless the 2000 intro price was subsequently 
updated, and that information is also in our database 
for the end of the year. However, our database is not 
entirely complete at this time because not all manu
facturers have made their information available as 
we go to press. 

The summary on page 24 shows that for new 
vehicles the overall price increases are small again 
this year. This is due to competitive pressures 
among the manufacturers and currency pressures. 
Also, some manufacturers changed option packages 
either to or from standard base vehicles, and/or 
"decontented" their vehicles. 

There is some subjective language built into the 
tests under the Alternative' LIFO Method for deter
mining whether or not a vehicle is a "new" item or a 
"continuing" item. The one-of-each inflation indexes 
shown for various manufacturers also reflect some of 
these quirks. ' In comparing mQpe!year 2000 item 
categories with 1999, in a number of instances, 
vehicles with significant changes in equipment or 
appearance turned out not to be new items. In other 
instances, vehicles that on the surface appeared to be 
.continuing items actually turned out to be new items. 

Last year, vehicles posing interpretive problems 
included: Acuras, Chevy Blazers, Ford Mustangs, 
GMC Jimmys, Mitsubishi Montero Sports, the Saturn 
3-door coupes and Toyota Camrys and Corollas. 
Also, last year several majpr truck, lines underweFlt 
extensive replatforming and had significant new items 
with 1.000 consequences for inflation purposes. 

This year, vehicles posing similar questions in
clude: Dodge Avengers and Intrepids, Ford Con
tours, Ford F-Series Super-Duty Trucks, Infi'nlties, 
Jeeps, Mercuries and Mitsubishis. 

The weighted averages we have computed are 
determined by taking all of the underlying item cat
egories(for which information is currently available) 
and simplistically assuming that a dealer at year-end 

would have an inventory mix of one-of-each. These 
simplified, one-of-each inflation indexes may be used 
in year-end projections as a substitute for some other 
arbitrary or assumed inflation rate (like 1%, 2O.k, or 
3%) or coming up with a guesstimate by some other 
method. 

Notwithstanding these limitations, some readers 
have found our one-of-each results to be useful in 
estimating LIFO reserve changes or in comparing 
their results with ours. The detailed analyses for 
each make start on page 25. 

REASONABLE ESTIMATES 
If a dealer is going to reflect an estimate of the 

LIFO change for the year in a year-end Income 
Statement, that estimate should be a reasonable 
estimate in order to satisfy the IRS. Without any further 
elaboration, Revenue Ruling 97-42 states that: 

"Under Reg. Sec. 1.472-2(e)(2)(vi), a taxpayer is 
not at variance with the LI FO conformity requirement 
if it uses costing methods or accounting methods to 
ascertain income, profit, or loss in financial state
ments for credit purposes if such methods are not 
inconsistent with the LIFO inventory method. The 
use of cost estimates is an example of a costing 
method that is not inconsistent with the LIFO inven
tory method. Reg. Sec. 1.472-2(e)(8)(ix)." 

Caution in this area is advisable. No one really 
has any idea of what the IRS will accept 'as 
reasonable ... or reject as unreasonable. So be care
ful, and save your projection calculations. 
THE BEST WAY 

When the year-end LI FO computations are made 
using all the actual year-end invoices, the results 
based on detailed item categories may be signifi
cantly different from the projections based on one-of
each weighted averages. Also, a dealer's beginning
of-the-year average cost for an item category may be 
considerably lower than the intra dealer cost used in 
compiling' the intro-to-intra averages, and this could 
result in a slightly higher inflation index. 

A more accurate way to project LIFO changes is 
to input all of the dealer's invoices on hand as of a 
date clQse to the end of the year. By doing this, a 
""pre, a(i:.urate weighted,model mix is factored into 
the year-end L.,IFO reserv,e change projection. In 
addition, this process also factors in the actual aver
age,beginniFlg-of-the~year item category costs for all 
of the continuing models. * 



PAGE: 1 

ACURA 
AUDI 
BMW 
BUICK 
CADILlAC 
CHEVROlET 
CHRYSLER 
DODGE 
FERRARI 
FORD 
GMCTRUCKS 
HONDA 
HYUNDAI 
INANI11 
ISUZU 
~ 
.EEP 
KIA 
lAND ROVERIRANGE ROVER 
L.EXUS 
UNCOLN 
MAZDA 
MERCEDES 
MERCURY 
MlTSUBlSHI 
NlSSAN 
a.DSMeBILE 
PLYMOUTH 
PONTIAC 
PORSCHE 
ROllS ROYCE 
SAA8 
SATURN 
SUBARU 
SUZUKI 
TOYOTA 
V<l..KSWAGEN 
V<l..VO 

"..' ; 

'iMOOBAlEMFQR", :1N'16'K;':',~~,:::",':,""';c~,J§t;tAuj '~~, ,~,'~ftrS:' ,,' 
. . \IIU \I) ·VI~~-.;n~fl~·' FV'(,J;;>O'I\'IVV'\I:~ 

DEALERCOST FORme YEARa.OED12131199' 

INFLATION ESTlMA~~B¥'MAKE 
BASED ON INFORMATJONAVAILABLE 

1.02% 
0.00% 
2.m 
1.99% 

(0.92)% 
2.81% 
1.f!8% 
5.68% 
0.00% 
0.46% 
0.00% 
0.61% 

(1.:S)% 
1.27% 
0.00% 
0.33% 
0.00% 
0.00% 
0.00% 
1.02% 
0.49% 
1.55% 
6.78% 
0.42% 
1.70% 

(021)% 
1.43% 
6.19% 
2.23% 
0.00% 
0.00% 
O.H 
0.46% 
o.~ 
0.55% 
l.H 
0.00% 
0.43% 

0.84% 
0.00% 
0.00% 
0.00% 
0.76% 
1.31% 

(0.82)% 
1.67% 
0.00% 
3.67% 
1.62% 
0.96% 
0.00% 
0.00% 
2.07% 
0.00% 
1.03% 
0.00% 
0.49% 
3.71% 
6.ll% 
1.11% 
3.93% 

(0.01)% 
2.60% 
0.19% 
2.31% 
3.15% 
1.72% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.41% 

(0.55)% 
4.54% 
0.00% 

~ m> Wropica itmlEllia'l is rtt~ avaiIaje tral rmdaIs. 
~,smei'6lb1 irBaedJ:fe oertai1 iBn(s) fa\Vidt 2m) :..Ii'lawnn-IBIia .... ·"""n is rrissirlJ. 
NewiBns aa repiced at aJIa't cost -i.e., rD nIaIicn 

Baa W. J. De ~ MW.e/Pkdll fwI.JSs oaa Base ~ Prelini'ayEdticrl (~ 1999) 

DECEMBFR 13, 1~ 



!¥rel IEEt.eER 14, S ~2 !lECEMlER 14. 1!m 
INFlATION ESnMATE REPORT BY MAID.«lOOJPOO. ItflATKlN ESTIMATE Il£roRT BY MAKEMOIW'OO. 
~ COST FORllf YEAR EMlED 12/31.91 IFIUR COST FOR THE YEAR ENDED 12/31.91 

0 ,. to ITEMS AT CUImlf COST -I.E., NO INflATION tal ITEMS AT CIJRNT COST -I.E., NO INRAt10N 
co 0 

~ 
c: .. 
:1 

is· !!! 
"0 -< 
III- e 
r "0 

0. =n & IC\JRA BUICK 
0 CD 

So 

5 r tal NJTOS -PO(UI NEW NJTOS -PO(UI 'ii 
0 0 Q 3 i,ra! ~fJ!l !HI 0.91'1. CENTIRf 2 ~!B! ~049 2,!El 5.73% 
6 z INfEGlA 11 :!S,l68 212,72) 3PST 1m I.ESP8l 2 46,445 oti,4.f5 0 0'00IJ. CD c :IE NSX 2 loti,714 147,B«l 1,126 0.71l PAAKA'v9U: 2 00,776 1!2,003 1.lll 2.15% -I !!' 

< NSX-T 2 153,700 154,878 1,178 0,77IJ. ImL 2 (3,143 (3,ei 342 0.191 < ~. 
~. It 2 74(1lJ 7S,6li 7UI M -------
!D 

.. 1L 2 52,003 52,003 0 OIm TOTN.. t£W NJTOS 8 Ill,917 46,445 100.002 3,710 t. ::> 
0. 

Z Ii ------- -------? CD 

TOTN..taI NJTOS 22 6OO,Im 52,993 710,769 7,101 1m TOTN..8lICK 8 Ill,!m ~,445 100.002 3,710 IS .t:- el 
-------------- --

tEWUGIT-OOlYTRUCKS -poo.. fl 
axw:u UIl.IIY Ul ~ 271 Q.84% cauc 

-------
TOTN.. tall,!) TRUCKS Ul 32,522 271 0.84'1 NEW NJTOS -POO. t1 

------- rATelA 31,m 28,701 (3.071) ~.67l' 
TOTN...act.RA Zl 682,191 52,993 743,2l1 7,Ql 1.01'1. IEVUE 118,410 118,410 0 O.OOlJ. 

------- -- aocwoo 76,ta! 75,170 (II!) (1.1~ -------

* 
SM.lE 83,763 84,819 1~ la 

1m -------
TOTN..NEW NJTOS 8 191,543 118,410 :m,I00 (2.1!i:l) (0.92)% 

NEW NJTOS -poo.. t1 
MSERIES 0 WA'4 tEW lJG{f -OU1Y TRUCKS -POO. fl 
10 SERIES 0 WA'4 ESC.AI.ME 42,131 42,451 l!l 0.76% 
All SERIES 0 WA'4 -------
rABf«l.ET SERIES 0 WA'4 TOTN.. tEW l'!) TRUCKS 42,131 42,451 :m 0.76% 
IT 27,rJfJ 27,rJfJ 0 0.00'4 . -------

------- TOTN..OOlJ.AC 9 Zl3,674 118,410 349,$1 ~ (O.~ "U 
or TOTN..t£W NJTOS 'O,rJfJ 'O,rJfJ 0 om ------- --5 -------
0 -------0 
"0 TOTN..1m 'O,rJfJ 'O,f1fJ 0 om aE\mET -< ". -------co ------- --
Q 

tEW NJTOS -POO. t1 :D 

~ BMW ('AYAAQ 4 8l,Dli 83,5tl 3,514 4Jl'4 
a' rAvm 5 68,900 n;JIl :!,IS 4.m 5· 
co tal NJTOS -poo.. #1 C(R.ffiE 3 100,$3 107,1m 1,273 1.19'4 

0 ~ 3SER1ES 6 lai,sro $,681 lQi,lD 2,~ 1.74% It.fAA 2 '!I,f£3 '!I[£3 0 O.OOlJ. or 
~ 0 5 SERIES 6 245,515 29l,roJ 5,l!i 2.19'4 ~ 1 16,644 17,193 549 m s 
CD "U 7 SERIES 3 194,070 100.810 4,7~ 2.44% t.WJ8U 3 31,!B7 18,2!j !il,924 T!Z 1.ft 3 CD 

tT 3 MSERIES 2 74,'5J 7B,'5J 2,000 2.70'4 t.ETRO 3 27,'Bl 27,~ 002 2.21, 
~ 

0;. .. 2J 3 a1,~ 94,275 4,410 4.91'4 /DHECARO 2 'JI~ '!I,SJl 0 0.00'4 cr ..... ::> ImM 2 ~1 27,'8 ~ 1024% <0 u; -------
ffi "U TOTN..NEWNJTOS 20 709,370 56,600 7aS,415 19,1i5 2.5.'l% -------a TOTN.. NEW NJTOS 25 :fI6,788 93,695 463,148 12,665 2.81' :T -------0' 

~II ~ TOTN..BMW 20 709,370 56,600 7aS,415 19,:10 253% 
==== --



Pfa:3 IEEI.Im 14. 1911 ~4 lEC8&R14, 1911 
IIflATlOO ESTIMAlE REPORT BY MAK&t.IOIILfOCX INFlATION ESllMAlE REPORT BY M.A.KEII()[)8Jl 

.. IaERCOST Fm llEYEAREtaD 1213191 WlERCOST FORnEYEAR eao 1213W9 
NEWITEMSATaJRRENTCOST -I.E, NOtflAllOO NEW ITEMS AT ClRB4T COST -I.E, t«>INFlATIOO I\) ." 

en :r 
0 

0 I" 
~ '< 

CD ~ 
3 !:! 
tT :D a-sm.ET(IXIt) 1XDE{aIt) CD ! .... 
...... a 
(0 :; t£WlDfT-OOlYmx:KS-POClI2 t£WUGlT-OOlYlRJCKS -poo'l2 ~ 

co 

~ ~VAN 6 115,$3 11~4Il 3!IJ1 3.lII C1PAVAN 11 221,843 ~ 254,1&i 7J)a 2H :r IlA2ER 8 ~700 II!,lJi (10,314) ~ IW<OTA 7 72,331 - l1D,281 1~ 1.151 0 s 
CI( Q\ISSIS rJa 13 2Gl 2i,6IIi 10,479 4a IlPJIG) 2 - 48,731 &i 0.141 ." 

III Cl(1Ulf 15 'S!,(1J7 313,131 8,042 2.641 IWoI rJa&Q\ISSIS 6 111.B 114;:m lJJi1 1.751 iii 
or ca.t.lR1fL ClJTPWAYVAN 0 0 tfAl IWoIfICKlf 25 4&i,Ofl 473,1Iii 7116 IS g f)fI6SrJm)VAN 10 197,946 :m.m a;n 4.181 IWoIVAN 12 lffi,m $,521 214,:13 2,lil! 1.181 or f)fI6SVN4 5 111,li2 112,677 1,315 1.181 1WoI~ 3 61$ 61,fS4 «11 0SiI ." 

12 144,l73 31,191 178,!lB 2,01 1.31% a SlIlUlf -------:r 
63 al1~ ffi4,941 1,411,G14 14,1li 1.13 Ii 1,1:1,31) 118,516 1;l17 P3 '¥l 1.611 

0' SL'tfPIOO TOTIt NEWL.I) 1RIK:KS ... 
a. SL'iIWlO~rJa 4 7&,Cl4 ~ 2,819 3.771 - --"-" ----9.BRfH 4 Ql,463 Ql,«i3 0 Q.OOI TOTltlXDE 75 1,5.li8 131;015 1,5'20,312 34,1IB 2211 

Tim: 4 101,8/9 1aI,8l9 0 m 
=~== --1PJaER 4 $,710 $,fSl 1,14l 2.f6I 

ISffiR: 10 SI,215 S,I47 2'Al,2l) Ili8 0.. FEIfW1I -------
TOTIt hEWL.I)1RUCKS 158 2,31a684 9B4, lSI 3.3«1,949 43,a!i 1.311 

t£WMQS-P(XUl * TOTlta-sm.ET 

-------
8GT 0 0 N/AI 183 2,670,472 1,077,~ 3,8)4,(1J7 $,7!iI I.. 
!BJ MAIWIllO 0 0 N/AI ==== 
F:m 0 0 N/AI 

ctRY9.ER -------
TOTIL hEW lIDOS 0 0 NlAI 

t£W NJTOS· POClI1 -------:m.t 1 1,442 !,l61 219 11.831 TOTIL~ 0 D.OIII 
CIRJS 2 17,791 14,191 ~ C!i 1.241 ==== --
CXJORE 2 19.763 ~ 44,010 3D oa 
UIS 1 1,432 25,775 Pi1l (1.. FCR) 
SEI!R 4 81,2li B4,&Jl 3,!DI 4.43% 

c ------- t£w MQS-POClI1 )0 

31,715 214,333 3,946 1.881 CD 
0 TOTILhEW NJTOS 10 171,672 

!XlflM 3 3l,625 3J,$'l 51,118 ~ p.. ;g ! tm'tt4'o1CTCRA 4 84,215 84,731 !Ui Q.SII ~. III 
:::I. I£WUGfT-OOlY1IU:KS· POClI2 

Emf 1 lQ,8!i - m Q.94I 01 " '< . 
i 'IfItM & CXUflRf 115,9!l2 54~14 1_ (1,!7) fJ.82)I 

FOCUS 5 63,lZi 63,lZi 0 Q.OOI r 
~ III ------- 1olBTN«3 6 121,532 131,131 91 0.. 0 ~ TOTILt£WL.I)1IU:KS 6 115,9!12 54,314 168,D (1,5) "-8211 TUll 5 9J,& ~ IB,2J9 a Q.92I 6 .: r- ------- -------. :;;. 
0 • ~ TOTltctRY9.ER 16 2I!7,1i4 91.17.!!1 lI3,242 2,549 0.611 

TOTIt. hEWlmOS 242$,8IB 131.776 428,610 1,945 0.. ~ "'Z ==== 
~ i 

NEWUGlT-OOlYTlUJS·POClI2 - IXDE 

~ I ClJTPWAYVAN 0 0 tfAl t£W NJTOS· POClI1 ECOO:JNEVNWiN1:M 11 224,SX) 734,131 9,631 4211 !D !!I em 2 3),471 ~704 s.m 31.. 
EXCtRIlN 4 128,6 128,8 0 Q.OOI z a. 

2 ~a14 - rJ31) ~ Z9I 0 ";:;: tflIm) 
EXPEIlI100 4 116,8/9 1191£' 3,IDI .,. E m 1 11,a 11,a 0 Q.OOI 
~ 15 - U4 311,610 1JfjJ 0.. SlPAM 2 31,li3 '!J.,TO 1,l74 UII F1!I)PICKlP of3 843,918 1,182 818,9'.! 8,83i 1.D11 'IftR 2 117~" 122,916 5,S18 4.8ft 
F29lPlCKlP 8 151,757 153,E 1111 1.121 -------

TOTIt.t£W M"OS 9 218,158 l1,GI 242,701 1al62 5.681 F29l S\fER IlJTY FlCKIP II 834Wl 681,937 - 7 .• 



o ,. 
III 0 

~, ! 
~. ! 
11>.' C 

JW;E: 5 IEEt.II:R 14. ,. PP43E: 6 IEEt.II:R 14, E 
IflAlD ES11UATE REPORT BYMAKEIMOllB.fOCl IIflATION ESIIMTE ~ BY MAICEII.DlElJIO 

DElLER COST RJHHEYEARENIlED 12/3& IfJl£RCOSTFORTHE YEARetaD 17131. 
NEW ITEMS AT CIJRIfNT COST • LE., t«lIIflATION tlW ITEI.IS AT CIJHNT COST • LE., t«lINRATION 

~,l RRl(art) IM.NW 
0" .. a r,.. IfWlllHT.anv1RlX:KS·P<XUl(art) g ~ F.BlaFER Il1IYFICKIP 54 1,216,724 1,2!2,717 75,!B3 sa NEW lIDOS· P<XUl 
~"~ 'R.flaR 12 171,ml 171~ ~i) (0.12)1 H:CENT 5 E,ai) _ 0_ 
g ~ aFERll1IYrJaOWlSIS ~!BJ,!! ~1 18,9 3.lIiI aJMPA 4 $,484 11,9)4 4;,100 (1,8811) ~ 
..... , ~MmTM 5 lU 111,622 20m 2S ~TA 4 C$I5 t5,615 9l,8Cl ~ fl51)1 
-a:,'.. f , • ' - -- -- -- 11~ 4 53,1D! 5UIS .~. 
;;. ~ 'lUfH.NEWL.l)TRJCKS 216 ~776 t98,442 4,7&2,811 16B.!m 3ft. - -- -- --
.: ~ - -- -- -- TOTILNEWIIDOS 17 lIi,ot7 7U19 ZI3.~ 12,lIi8)~" 
~,~ TOTH.RRl 2fJ 4,6!l118i !l9.218 5,191,~ t70,s:! 3AII _ __ __ __ 

:.,. III = = = = -- TOTIt.H'tINW 17 lIi,ot7 7U19 ZI3.~ 12,lIi8)~" 
GIoICTRUCKS = = = = --

NEWIBfT.anvTRJCKS.POO.. fJ. ItfHTI 
DlASSISLO.flRO 0 0 _ 
»If 13 Zl4,fB3 ~ '!lJ,fO ~ ~ NEWHITOS·P<XUl 
SlfAA 6 115,900 119.81! 3.D m GD 4 79,93l 81,416 1.6 IS 
SAVAAA. 18 $1,633 315,177 10,544 2JJI I3l 2 54,9ll 54,9B 0_ 
SI~2!Dl~ 4 11),8$ Bl,8$ 0 _ Q45 2!T1fJB U 1;ro 1.!i21 *" ~, ", SISflA~ 15 3E,otS 3l3,eIE 7JI11 2.511 - -- -- --

". , . SlEAlAa.asSIC C'AII & CK6SSIS 13 245,962 2$,l5 9,1114 3.M TOTH. NEW MlTOS 8 167 4$ 54,!D1 224,778 2,813 1.271 
Sl!ffiAfIICKl.f 46 6t8.844 310,792 1,001,033 11~ 1.151 ' 
~ 10 112,6«) 31,179 146,4$ 2oaE, 1.411 NEWUGHT.anvTRUCKS· PQ(lfJ. 
YlJ(a-l _7 '!I,e 115,446 224~ !Hi D.27I QX4 ll. 1~ ll. 1~ 0 0.001 

TOTILNEWL.l)1RlCKS ~ 2oaE,4!ki 7$,!ti 2,837,217 E.347 1.&21 TOTILNEWL.l)1RlCKS - -- ll.1~ ll.153 0 m 
TOTILGIoIClRlCKS 132 2oaE,4!ki 7$,!ti 2,837),17 E.347 1.621 - -- -- --

" = = = = __ TOTILtf1tf11 9 167,456 15,662 2$,931 2,813 1.111 
::T 

9. ==== --
~I()Q 
s· ~ 
~ tal IIDOS·POO..It 
; NXmJ 34 .fil,I'!1 168,C! 631,682 4,t'!! 0.. tal UGfT.anvlRUCKS·PQ(lfJ. 
~. CMC 19 231,157 15,849 2f$TT 1,631 0.. N¥1J 0 0 NAI 

l ~ ~ 65,9ll ?as:: ~:: IDfi 15 ~164 76,:m 222,100 7pg_ 
o ~ ___ ,__ __ <l.'S1S 2 43,414 43,3ii (f4 ~11)1 

CD g TOTILt£WMlTOS S1 756 167 212,713 974m 5,003 0.611 me 11 233,2l! 2!.312 3,lW 1.:3 
~ ~ "lRmR 0 0 NAI 
~ ~ NEWLIGHT.IJUlYlRUCKS.poo"fJ. IJEHCIml 1 24,710 24,710 0 0.001 
!!!~: aw 5 aI,all !Xl$E 1,957 2.m - -- -- --
(0 ~ OOYSSEY 3 43,!m 24,!m 68,8«) lii O.!i21 TOTILt£WL.l)1RUCKS 29 414,810 100,ms 516,578 10,669 2.071 
~ ~ PASSPORT 7 llii,Ei2 167,$ Bl4 0.8 - -- -- --

g. - -- -- -- TOTILISUZU 29 414,810 101,ms g,578 10,669 2.071 
~II [TOTILt£WL.l)lRUCKS ~ 298,916 24,!Xl2 326,934 3,116 Il.$% = = = = 

TOTIL HONDA 72 1,15,083 231,615 1,1)1,717 9,019 0.701 
==== --



PPl£7 IECEfftR 14, 1& PPl£8 IBBIlER 1~ 1& INR.AlKW ESIlMAlEREPORT BY~ INFlATION ESlWAlE REPORT BY IMK6\IOOI3JPCOl. IlfJ.1.ER COST FOR 1HE YEM ENE 121.M1 WLERCOST FORlHEYEAR ENE 12J3W1 .. NEWIlEMS AT etmNT COST -I.E, NO INRAllON NEW ITEMS AT cumfr COST -I.E., NO INUllON I\) "t> 
00- :::r 

0 
8. 

0 ~ 
§ "< :i" 

'" 3 ~ 
0- ;II .wlIM 

LEXUS CD ~ ... 
-" 3 to HlTOS-POCUl 
~ 

s· 
t£W HITQS- POCUI '" S-1YPE 2 79,l8l 79,lW 0 0.001 ~ XJI 5 216.826 70,6 2IB,$2 1.210 0.441 ES3XlSEntH al,843 '0118 e; 1.&21 :::r 

GS3XlmH ~G! :rz,ai3 11 D.811 
0 

2 119,248 - 784 OS s XKB 
"t> 

XKR 2 W6l 131,!B2 0 D.OOI GSGlSE1W4 31,lei 31._ 4.1) 1.101 ~ ------- LSGlmH E,478 E,648 110 o.n Iii 

2,004 o.m &::DlcafE '9$1 17,701 G 1.161 
.. 

lOTH. t£W MOS 11 3$,014 2lI8,1XiII 626,196 0 
::> 

&:GlcafE 47;113 (J!B4 Bl1 1.'01 Iii -------
~ lOTH..wD.R 11 lE,014 2lI8,IXiII 626,196 2,004 o.m -------:::r ==== = TOTH.t£W MOS 6 228,448 23l}79 2,l!1 lB C' .. 
! 

.EEP t£WLlGlTIDIY lRlCKS -POCX.IJ. 
l)(470 47,!&1 9),5 2.&i2 5!ilI t£Wl.IGiT.ooTYlRlCKS -POCl fl RX:Dl $,161 57,684 1.217 2.161 0flm:E 12 64,8'l1 1$,410 1l3,O15 1,714 0.771 -------(RfHl0flm:E 4 '1J111!J 1111,S 2,011 1.811 TOTH.NEWL-D1RUCKS 3 104,461 tm.3«I 3,S19 3.711 \'IIRGER 3 13,fSj ~ - 173 03 -------* lOTH. NEWL-D1!m(S 

------- TOTH.LEXUS 9 ~ :m,119 6,210 1.n 19 ll1i,211 191,498 :m,SJ7 3,f9I 1.1131 
==== -------

- lOTH..EEP 19 1IIi,211 191,4911 :m,SJ7 3,f9I 1.D31 IJ«XlH ==== = 
t£W MOS- pocx'l1 KIA 
00'rntfNTft. 1 ~ :ti,G e 1311 

t£W HlTOS -POClI1 LS 3 !U4 !U4 0 D.OOI 
WAI l'CIt'MCM 3 11O,6!il 111,343 1113 0.631 SEFIfA 

------- -------
lOTH. NEW N.JTOS 7 145,S5 88,1Ii4 Zfi,615 0.. lOTH. NEWNJTOS 0 0 WAI 1,1411 0 ,. 

CD 
0 

::!! ! IftLIGITIDIY1RJCKS -POClIJ. t£W LlGlTIDIYlRlCKS -POCX.IJ. -a= GO SlmNE 0 0 WAI NAVBT~ 72,rs 76,641 4,542 6llI 'tJ ~ "'. -----_.-c -------r "B. lOTH. NEWL-D tRm 0 0 WAI lOTH.NEWL-D1RJCKS 2 72,rs 7&,641 4,5C! &lII 
;; t 0 ------- ------6 .2. 

0 0 D.OOI TOTH.1J«XlH 9 217,704 88,1Ii4 312,S 5,611 1. e lOTH.KIA 
0 "T1 

==== ==== ~ 
0 

z c J lM)RMRnWf(£R1vfR MA2IlA -I 

~ f NEW l.IGiTIDIYlRlCKS -POClIJ. 1ft MOS -pocx'l1 
~ [ lJH) IUJERIlS(XMJt( 3 91.814 91,893 (~ p.oo)I 631 4 70,925 73,9!11 3,Oi3 GIl z IWaIUJER 6 trS,741 215,411 '!11,177 2,03i - r.t1fNA 3 52,104 28,4(/ - (1.liE1 (1.97)1 p a: 

GO ------- MX6M1ATA 3 laOOl 46,B19 fl,483 1,91i 2.. 
.... III 

lOT/U£WL-D lRlCKS 9 311,634 215,411 419,070 2,0.1i 0.. PRl1EI£ 3 31,170 :!,O16 846 2JII ------- -------lOT/UIHlRCNERfWaImR 9 311,634 215,401 419,070 2,0.1i 0.. 
lOTH.NEW NJTOS 13 17B,3l8 75,!l6 'B,ffJ. 3,918 1.$'1 ==== = 



P.E9 !EEI.IlER 14, lreJ PN:E: 10 !EBIlER14,S 
ItflATlONEsnMATE~BY~ mAllONES1IMTE~BY~ 

WI..ER COST FORTHEYEAAeaD 121311J9 WL.ER COST FOR THE YEAA EMElII131S9 
lEW ITEMS AT ctmNTCOST -I.E., 00 INRATlON lEW ITEMS AlctmNT COST -I.E., 00 ItflAllON 

0 ,. 
III 0 
~ .. 

• if 
'0. -< 
"'" i MAZM(cDt) t.ITStBSH C: 
'D .. ri 0' _:9- IEWUGIT-IJJlYlRlCKS- POO.. fl lEW NJTOS -POO.. II 
~. r 

B SERES ACKlf 31 '!lJ,fS lU2 475,044 9,016 1m IlAWME 2 24,3li ~ 48,111 (1,W) (2.aiI' 'n 
0 0 t.PI 3 62,224 62,224 0 o.m EQfSE 10 195,758 1~7!i8 0 o.m A' 
0,' z ------- GlUM' 5 92,!8 94,(67 1,1$ 1,2;1 c ~ 
-'f. !" TOTH.tEWl'!)TRJCI(S ~ '1l1,fS 3XI,5ai SI/;EB 9,016 1.71' ~ 7 84,sJ! 92,aa; 7,518 8.9.ll' 

< -------< I' -------
2- TOTH.~ 4i ~814 275,912 794,721 12,934 IS TOTH.IEW NJTOS 24 ~1,611 221,134 429,$2 7$1 1.701 
~ ~ ------- = 0. -------
Z a: lEW UGIT-IlJ1YTRlCKS -POO.. fl 0 <II 

.,.. g: am:EDES hfJNTER) 1 27,916 - 1,(122 1661 
t.OI1ERO SlCRI' 7 170,615 174,7!rZ 4,W 2.421 

IEWNJTOS -PQ(1 II -------
Ca,A$ 3 103.7.5 112,2i2 8,Sll 8.221 TOTH.lEWl'!)TRJCI(S 8 198,S31 :m.690 5,191 2.SII 
c,Q..6$ 0 0 ~, -------
ai 4 117~ 51,7!I! 1!1l,7!ll 11,529 6.81' TOTH. IITStBSII 32 «D,142 221,134 633,642 12,9 1.911 
E(l.ASS, 7 271,131 51,383 347,078 24,515 7.621 ==== --
S,~ 2 137,222 137,222 . 0 o.m 
S.Jl~ 2 1!Il,631 1$,742 16,112 8.S!I NSSAN 

* 
SJ( 1 34,Sli :!,131 aes 1O!SI 

.-
------- lEW NJTOS -POO..II 

TOTH. lEW NJTOS 19 7W,FJ!J 2«1,313 1,012,216 64,238 6.781 1LlWA 9 114,lfl 34,324 148,075 (EV) ~431' 
r.woMA 5 1C6,lD 1C6,lD 0 o.m 

lEW l.IGlT -IJJlYlRlCKS -POO.. fl SENTPA 4 ~E 28,2S 54,784 0 0.001 
MQASS 3 68,1«1 00,192 133,379 ~047 1m -------

------- 10TH. tEW NJTOS 18 1«1,813 168,979 319,215 (631) ~)I 
lOTH.tEWl'!)1RIJCI(S 3 68,1«1 60,192 133,379 ~047 193I 

------- lEW UGIT-IJJlY TRUCKS -poo"lI2 
"tJ TOTH. MERCEDES 22 775,fUJ 3lO~ 1,145,fQi QI,2IPS 6.44% FfD{1'ffi PlCKlP 21 11,837 ~,447 347;& 008 0.281 
";3" ------- PAlIfItaR 8 ~,626 ~,626 0 o.m 0 ------- --s 
0 CXIST 4 65,2i8 23,994 B9,f&1 6lZ 0.71' 0 
u 

MER:IR( XTm\4 9 178,997 178,997 0 0.001 '" :r 
'" -------Q 

lEW NJTOS -POO.. II 10TH. IEWl'!) TRUCKS 42 :!l2,095 622,064 825,ne 1,600 0.191 :n 
11! !XlUGAA 31,053 31,487 434 1.44% -------a" GIW{) I.W\CUS 43,221 (l,513 312 0.701 TOTH. MSS.6Il 60 342,968 791,043 1,134,974 963 OM :r 
oc MYSTICllf 31,100 31,fSi ~ (1.81)1' ==== = 

0 ~ SAa.E 53,475 58,384 112,&!i 746 0.67% ";3" 

~ 0 
a.ost.mJ: s -------CD "tJ TOTH. NEW NJTOS 12 157,899 58,384 217,200 917 0.421 3 co 

CT 3 lEW NJTOS -PO<lIl !!l (i;' 

'" lEW UGHT .otJlYTRUCKS -POOl. fl I4.£RO 10 101,fii4 66%J7 168,945 ll4 Q.23I ..... o· 
:> 

CD "Ii> IlX.Mpj~ 78,048 78,048 0 0.00% ~ 0 0 ~, 

l8 "tJ Vt.lJaR 20,29) 47,21 67,ffJ (3l) ~.03)% EIGi1YBGHT 0 0 WA' 0 
";3" ------- MOOJ: 3 62,!6l f6,7!Il 2,924 4.fIj% 
C' 

~II ~ 10TH. t£W L'!) lRUCKS 6 31,2'Jl 125,284 145,514 (3l) (0.01)% LSS 0 0 ~, 

------- ------- --
TOTH. MERCURY 18 178,149 183,668 li2,714 B97 oa TOTH. t£W MITOS 13 164,410 66,997 a318 1.431 

==== = 



PJa:ll IEBIlERI4.S PA!E:12 m:et.I!ffi 14, mI 
1flA1X* ESTIIAlEIIPOOTBY~ 'ItflA~ ES11MAlE REPOOTBYMAK&1rIOOBJIO(l 

Co) -;, IBLERCOST RRllIEYEARENE> 12f3Wl IBLER COST FOR 1HE YEAR ENElI2J311J9 
0" ::J" tl:WITEMSATCtRBTCOST -LE., t«lllflAnON NEWIlEMSATClRBT COST -tE., NO INAAnoN 0 

0 1 
~" ~ 

::> 
CD oQ 

3 S! 
C'" :Il 
~ ~ aJlSIm.E{aIt) PORSCIE 
...... a" 
<0 ,," 

tl:W AUTOS -POO.Il ~ 
oQ 

:IE tl:WUGHT~TRIx:KS-POO.Il 911 C'AIfIRA4SER1ES 0 0 tfA, "" ::J" IPAVO 1 - ~ 412 10ft 911 C'AIfIRASERIES 0 0 0 NM s 
"tI SlKXETE 3 75,$3 71;M 1181 ~13 OOXTER 0 0 NM 
!!l 
:I ------- -----" --ii' TOT/UEWL'()TRIx:KS 4 1113,19 100,1&1 2,lI3 2.31, TOTIol tl:W AUTOS 0 0 tfA, .. 
0' 
:::J ------- -------
iii' 

TOTAl. a.ost.KlBI.E 17 'a,rs 1Ii!11l 3«1,775 5,711 1.701 TOTAl. PORSCIE 0 0 Q.OOI "tI 
0 ==== -- ==== = 2: 
g .. 

IW..SIt>YCE a. PI.'ItoDJTH 

tl:W AUTOS -POO.Il 
tl:W AUTOS -POO.Il 
IBlILEY 0 *' lImE 13,6i7 14,1m 73i 5.31' IW.S-RJfCE 0 *' tml 11,400 11.400 0 0.001 -------

fR7M.ER !,m 3l,B!2 a1lll &45'1 TOTAlNEW MOS 0 tfA' 

* 
------- -------

TOTAl. tl:W AUTOS 3 9),6«1 11,400 65,984 a845 6.M TOTM-IW..S ROYCE 0 0.001 
==== --

teYUGHT~1RIXKS-poo'll 

IFMlIKlVIG:R 3 m.s 6UfJ 1,818 3.O'a &WI 

IKlVIG:R 3 $,942 i,~ 1,846 33lI 
NEW AUTOS- POO.Il 

if 

------- 9.3 SERIES 6 184,812 115,176 964 ~ TOTAl. teYL'() TIU:KS 6 116,!ilO 13),174 3,&74 1151 9.5 SERIES 2 ~ ~ 0 Il.IJ!I ------- --"-----
TOTAl.Pl.YMOO1H 9 167,1«1 11,400 lai,S 7,519 4.21, TOTAl t£W 1-UTOS 8 184,812 63,931 2-49,714 964 o.R 

==== -- -------
c > TOTIolSMB 8 184,812 63,931249,714 964 o.R CD 

::!l 
0 POOlAC ==== --c: 

.g: I "'C 
teY AUTOS -POO.Il SA11JlN" <11_ .:c 

r- i IDfBUE 3 75,& 75,fBj 0 0.001 'ii. 
0 I FIBA) 5 112,(t8 114,741 2,714 ~6 teYAUTOS -POO.Il 

5 2- IFMlNA 10 131,11) 31,842 172,ai3 2!S1 1.M LS 2 'D,Q9 'D,Q9 0 0.001 
r- LSI 2 ~1 - 0 0.001 0 2i IFMlPAX 5 91,941 1aZ,318 2;91 2.S lS2 1 17,9'.JJ 17,9'.JJ 0 0.001 f§ 
J 

SIJfII 4 i,701 61,119 ae &.Oft LW1 1 16,T.!i 16,~ 0 0.001 c 
~ ------- lWl 1 19,D1O 19,D1O 0 0.001 

~ i 
TOTAl. t£W M1TOS 27 ()7;m 107,S! 5'JfJ,m 11,470 2m SCI 2 72.«rZ 22,541 13l m 

Sal 2 ¥l 'D,1OO 243 om 
!D ~ teYUGHT~TRJCKS -POO.Il Il 1 9,218 9,2B 78 0& 
z" a. 

UONT~ 3 42,D 21,l1D 64,714 1,rsi 1.~ III 2 ~«rZ ~~ lIJ 1.(1211 
!=l f ------- Sl2 2 22,942 Z3,111i 244 lAB 
"'" TOTAl. tl:WL'() TRUCKS 3 42,3» 21,370 64,714 1,!&i 1.7'& 9N2 2 25.$2 25,614 62 m 

--------------
TOTAl. PON11AC 1) 61,108 128,878 !lJ1,551 12,$5 2.~ TOTM- NEW AlJTOS 18 1'0,313 111,ns 2«1,194 1,1116 0,. 

-------==== -- TOTAl SATURN 18 1'0,313 111,ns 2«1,194 1,11l6 0.. -------------- --



PAlE: 13 !BBE14, S PAlE: 14 IEB&R 14, 1!11 
ItflATIONESTIIAlE REPCRr BY ~ NlATION ES1M\TE REPORT BY IIAKf.UmI'Oa. 

IlEILEROOSTFORllE YEAR BaD 12I31S9 1EUR00ST FORTHEVEARENB> UlM9 
i' ~ NEWITBISATaJRRENT OOST • LE, NO ItflAllON talTBlSAT ClRfNTOOST • I.E., t«) NUTION 
:n, ! 
-a= - ~ 
"0'''< ... ' c: 

, "0 
r Q. 
;; a 0; UWlI 
5 . lii TOYOTApn,1 
o 0 fEW MJTOS.POO..I1 
~', 'f t.FIf1A 12 1111,& !1111 1$,&18 !2 0.. teNlDIT.ootYTIlJCKS·POO..I2 
-I; pt ISCf 23 419,fJ1 419,«11 0 o.rw 4Uf8 9 3Il412 214,114 ~ _ 
",i :S - -- -- -- lJHlCRISER 1 ~ 43,713 3,741 _ 9:.. I roTlLt6VMJTOS ~ 111l,ISI 515,81 &1&,trB :m ru6I PM 8 124,fSB _ 1,& 1.lTl1 

!D' ~ SBtt\ 4 B\IT _ 1,813 1_ 
z 0: teNlDIT~TJu:KS·POa..I2 Tm.lAPK:KIP 17 277,123 _ (17~" 
~ m FaBlER _ _ 0 o.rw 1\IR 13 2S2,729 2S2,729 0 OJIII 

------- -------
TOTILt6Vl-DTJu:KS 4 19,1118 19,1118 0 D.OOI roTlLteYl'()TIlJCKS 52 rnr& 25'2,729 !Il,811 ~41' (O.IiJI 

------- -------
lOTN..SlIWlI :tI 1111,_ !I4,9l6 7fD,127 :m ru6I roTN.. TOYOTA 11'2 l,0:JJ.003 6,634 1,8,1li 1,528 0,111 

===== = ==== = 
stJZUQ ~ 

- fEW MJTOS·POa..I1 tI:W MmlS· POa..I1 * ESlEEM 3l 131,945 ~134 271,18 1,:111 0.51' IHIlE 14 ~ l5,SD 234,aIi 1_ 
SMFT '2 17,!i'19 17,717 11m 1.011 ('J8I) 0 0 _ 

-- - -- -- -- 00f 0 0 _ 
roTlLt6Vmr~ 22 149,474 ~134 2lB,1!i 1$ Il$I.ETTA 16 1$,612 81.cm 271;JfJ 0 'QlIJI 

PA$AT 0 0 _ 

t6VUGHT.DJIYTIllCKS·POa..I2 - -- -- --
(RA.tI)'M~ 8 141~ 143P22 1,511) 111' roTlLt£WNJTaI II lO,976 1$,!lli OJIII 
'MNIA 16 244,(9) 244,(9) 0 m 

- -- -- -- tEWUGHT.ootYlRlCKS·POO..I2 
[ TOTN..NEWL-DlRJCKS 24 141,$2 244,cm 311,618 1,5111 0.41' EOOIN/ 5.1lI! 57,9 2,9IJ 4.541 
o 
~_ TOTN..SUZlJKI ~ 291,426 3I2,ZIl 616,8n 3,W 0.41% TOTlLteYL-DTIlJCKS -2 $,038 -- 57p.B 2,5XI 4.541 
~ ==== = ----'---
; TOTIL mswA!IN :rz 411,014 1$,916 510,111 2,9J1 0 .• 
-2l TOYOTA == = = 
~ 
ii' NEWmTOS.POa..I1 va.W 

o ~ AVfi(JI 4 96,2lI 96,2lI 0 D.OOI 
Pl ~ CNIf( 12 2'13,161 229,D28 51£T 2.631 t6V HSTQS. POa..I1 
CD;r carA 4 68,574 68,574 0 m 4ISEIB 4 111,781 III,7&) 0 0lIII 
~~, cawA 6 73,349 74,421 1,D72 1.8 70SEIB 17 e;m 72,WlJ S,273 2,a11 om 
~ ~- EOO 4 :tI,raI:tI,raI 0 1I.0OI III SERES 2 IIIIJjl 10, 116 2!B Il.43I 
..... g 
U) - ------- ------

~; TOTIL t£W mr~ II 296,510 203,~ 9l7,li4 6,9:tI I. TOTIL teY mroo 23 553,644 162,e 719,198 3,1&1 0.. 
o 
::r -------

~ II f lOTN.. va.w 23 553,644 162,e 719,198 3,IBI 0.. 
==== 



LESS EXPENSIVE 
MORE COMPLETE SOFTWARE 

FOR YOUR LIFO CALCULATIONS 

SUPERLIFO, L.L.C. 
PHONE (847) 577-3977 FAX (847) 577-1073 

WILLARD J. DE FILIPPS, CPA, p.e, MANAGER 

, .' 
The De Filipps' LIFO Lookout newsletter is a quarterly publication of LIFO News, Views and Ideas by Willard J. De Filipps; CPA, P.C., 
317 West Prospect Avenue, Mt. Prospect, IL 60056. It is intendedto provide accun;lte" general informat!on on LIFO matters an~it should 
not be construed as offering accounting orJegal advice or accounting or legal opinion on any specific facts Or circumstances. Th~ contents 
are intended for general information purposes only. Readers should consult their certified public accountant, attorney and/or other 
competent advisors to discuss their own situations and specific LIFO questions. Mechanical or electronic reproduction or photocopying 
is prohibited without permission of the publisher. Annual subscriptioA: $325. Back issues available for $70 each; Not assignablewithout 
consent. Any quoted material must be attributed to De Filipps LIFO Lookout published by Willard J. De Filipps, CPA, P.C. Editorial 
comments and article suggestions are welcome and should be directed to Willard J. De Filipps at (847) 577-3977: FAX (847) 577-1073. 
INTERNET: http://www.defilipps.com. C) Copyright 1999 Willard J. De Filipps. 
De Filipps' LIFO Lookout format designed by Publish or Perish, Inc. (630) 627-7227. 

PLEASE NOTE: All articles and the entire contents of this pU9lication are the proprietary intellectual properly of the author and publisher, 
Willard J. De Fiiipps. No article, nor any portion of this publication, is to be reproduced or distributed without the express written ~uthorization 
of Willard J. De Filipps. Any prior permission to reproduce and/or distribute, unless expressed in a writt$n document, is null and void. 

First-class postage paid at Mt. Prospect. It 

,~Ph~OI~~~,~Y~ing~O~r~R~~rin~lln~g~~~fth~O~w~p~.r~ml~SS~io~n~.~p~ro~hib~.~~~~~~~",~~~~~~~~~A~a~u~~.r~I~~U~~~m~.~m~l~IF~O.N~Mn~.~VI~Mn~M~d~ld~e.~, 
32 December 1999 ~ De Filipps' LIFO LOOKOUT Vol. 9, No.4 


