[DEALERSHIP] POLICY FOR USE OF DEMONSTRATORS

BY FULL-TIME MOTOR VEHICLE SALESPERSONS
Under certain circumstances, full-time motor vehicle salespersons (and certain managers who engage in sales activities and are treated as “full-time motor vehicle salespersons” for this purpose) may not be taxed on the use of a demonstrator.  This statement outlines [Dealership’s] policy regarding the use of demonstrators by such persons.  It is our intention to strictly enforce this policy.

This dealership provides demonstrators to salespersons primarily to facilitate their performance of services for [Dealership].  Accordingly, each salesperson provided a demonstrator must have that demonstrator available for showing to customers during that salesperson’s work hours.

The salesperson is not permitted to allow friends, family members, or associates to use his or her demonstrator.  Further, use of the car is generally limited to the sales area in which the dealership is located, which area is the larger of (a) a 75-mile radius, or (b) a radius equal to the salesperson’s one-way commuting distance.

The salesperson must comply with the following substantial restrictions on the personal use of the car:

(A)
The salesperson may not store personal possessions in the car.

(B)
The salesperson may not use the car for vacation trips.

(C)
The salesperson is to limit the use of the car for other than demonstration rides to ______ miles per month, which is the salesperson’s monthly commute to work.

(D)
The salesperson must keep adequate records or other sufficient evidence to substantiate that his use of the car complies with these restrictions.  A log or other record which contains all required information and which is maintained on a weekly basis to account for all use during the week generally is adequate. Nonetheless, it is advisable to make entries as close in time to actual use as possible.

ATTENTION:  Be advised that even if a salesperson satisfies these requirements, there is no assurance that such person will be able to use a demonstrator on a tax-free basis.  This uncertainty results from the fact that the law is unclear regarding the number of nondemonstration miles a salesperson can use a demonstrator and still satisfy these requirements.  Thus, notwithstanding this dealership’s _____-mile limit, salespersons using demonstrators should limit their nondemonstration use as much as possible.  Moreover, be advised that if a salesperson’s nondemonstration use is excessive (i.e., because it exceeds either the dealership’s _____-mile limit or a lower IRS limit), or if the salesperson otherwise fails to comply with this dealership’s policy, the salesperson and this dealership could be exposed to liability for additional tax, penalties , and interest.

The salesperson is responsible for the maintenance and the cleanliness of the demonstrator.  [Dealership] will provide the insurance, including:  liability, collision and comprehensive on this vehicle.  The salesperson shall be responsible for the deductible if a claim is submitted to an insurance company due to an accident.  The salesperson is also responsible for damage not submitted by claim to the insurance company, provided, however, this shall not apply if the demonstrator is on demonstration and a customer or other employee is driving the demonstrator with company permission and if the accident is not attributable to the fault of said employee.

The salesperson shall at all times comply and obey with all applicable federal, state and local laws, including, without limitation, the mandatory use of safety belts.  The salesperson acknowledges there is no smoking in demonstrator vehicles.

[Dealership] will supply salesperson with _____ gallons of gas per week and salesperson agrees and elects to a $3.00 per day withholding taxable to the salesperson for the personal use of the demonstrator.  If the demonstrator attains _____miles over the starting mileage of the vehicle when the salesperson accepted the vehicle, then the salesperson agrees and elects to withholding of $__________ per month for driving in excess of the ______ mileage limit.  If the salesperson elects not to drive the vehicle beyond the _____ mileage limit, then the salesperson must furnish his/her own transportation.

SUBJECT VEHICLE:_______________________________________________________________




(Year/Make/Model)

VIN#:__________________________________________________________________________ 

DEALERSHIP EMPLOYEE:__________________________________________________________

DATE:______________________
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