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Preview

January Dec. 7 Dec. 14 • The “at-show” issue for dealers 
attending AED’s Summit & CONDEX, 
featuring CED’s exclusive dealer 
Business Outlook Report. 
• Credit availability for dealers and 
contractors in 2010
• World of Concrete Preview

February Jan. 8 Jan. 15 • CED proudly introduces AED’s new 
volunteer board members and profi les 
the association’s 2010 Chairman. 
• Sector Check
• AED Summit & CONDEX in review

March Feb. 8 Feb. 16 • Bauma Preview
• Contractor Connection

April March 8 March 15 • Rental operations in the dealership
• Health care for small business

May 

Directory

April 9 April 16 • AED’s Membership Directory with 
year-long shelf life. 

June May 7 May 14 • What happened at Bauma?
• Sector Check
• Workforce analysis

July June 7 June 14 • Attachments Buyers Guide
• Product support

August July 9 July 16 • Midyear Business Report

September Aug. 9 Aug. 16 • Bonus distribution at AED’s
Executive Forum
• Infrastructure Update

October Sept. 10 Sept. 17 • “Green” issues for construction
equipment dealers

November Oct. 8 Oct. 15 • Sector Check
• CONDEX show preview

December Nov. 8 Nov. 15 • Rental feature
• CONDEX show preview

Editor’s Note to Advertisers 
This year in CED: Besides our line-up of editorial related to the sales opera-
tions of equipment dealerships, we remain committed to keeping dealers close 
to subjects that are high on their priority lists, such as their rental operations, 
product support and workforce development issues, as well as pulse checks 
on various construction sectors and fi rst-hand perspectives from equip-
ment end users. If you want your products distributed in North America, get 
connected with AED-member distributors right here in CED magazine.

3

20  |  www.cedmag.com  |  Construction Equipment Distribution  |  February 2009

Sector Check

Playing the 
   Waiting Game
The recession is putting the brakes on a number of large retail and hotel projects. 

In an industry that strives to get 

jobs done on time and on budget, 

waiting does not come easy. Yet 

contractors and construction equip-

ment distributors have been forced 

to tighten their belts and wait until 

activity picks up.

 But given the depth of this recession, 

that wait could be well into 2010. 

 While nearly every sector has been 

hit hard by the economic downturn, 

retail and hotel starts now rank 

among the crumbling.

 “Activity has slowed pretty much 

across the board,” said Kenneth 

Simonson, chief economist for the 

Associated General Contractors of 

America. “A lot of projects have been 

scratched or deferred. And I don’t see 

the bottom yet.”

 Simonson predicts that activity in 

all sectors will limp along throughout 

2009 but pick up in 2010. 

 “Right now there are a lot of 

hungry contractors,” he says.

 There is, however, one bright spot 

in a relatively somber environment: 

The cost of doing business is down. 

“The good news is limited to the 

cost of construction,” Simonson said. 

“Material costs have come down and 

diesel fuels costs have come down.”

 Among the materials that have seen 

major price drops are steel, aluminum, 

copper and asphalt. And because the 

(continued on page 22)
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Accounting

In CED’s February issue, we introduced you to the impending convergence of U.S. generally accept-ed accounting principles (GAAP) with the International Financial Report-ing Standards (IFRS). That article addressed the future of the operating lease concept upon adoption of IFRS. While the operating lease concept and its future is important to the equip-ment distribution industry, there are other accounting principle differences between GAAP and IFRS that could have significant impact on both your financial statements and cash balanc-es following IFRS adoption in the U.S. One such principle relates to inventory valuation accounting, more specifically, the future of the last-in-first-out (LIFO) method. Under the LIFO method, it is presumed that the most recent purchases of inventory are sold first; this is based on the notion that during periods of infla-tion dealers are reinvesting money into their business by purchasing 

inventory at current market prices rather than saving money by selling older, less expensive inventory. As a result, in order to value ending inventory, a dealer utilizing LIFO must establish a “reserve” that essentially represents the amount reinvested into inventory by the dealer.  Presently, IFRS does not recognize LIFO as an acceptable inventory valu-ation method; therefore, adoption of current IFRS in the U.S. would end the allowance of LIFO as a valid inventory valuation method for book and tax purposes. Generally, a dealer can have different methods for book and tax inventory, except if LIFO is used, as the IRS requires book and tax conformity if LIFO is the elected inventory valua-tion methodology for tax purposes.  Similar to the operating lease concept, in addition to the potential changes resulting from adoption of IFRS, there are other forces at work that threaten the future of LIFO. The White House has proposed 

repealing LIFO in order to generate tax revenues to offset the costs of other programs they are proposing.  Due to the tax advantages gener-ated by the use of LIFO during times of economic inflation (by matching increasing inventory costs with increasing sales prices, thus lowering taxable income), it has historically enjoyed widespread use within the equipment distribution industry. Dealers commonly utilize LIFO to value both new equipment and parts inven-tory. However, in the face of these threats to LIFO’s future, it is important for dealers to contemplate the effects that changing from LIFO to another inventory valuation method (such as first-in-first-out [FIFO] method) would have on their tax reporting, account-ing information systems, and financial reporting. This article is intended to shed light on what these changes could mean to your dealership.

LIFO faces threats both domestic and international, and in the event of its 
demise, dealers using this inventory valuation method must prepare for tax 
repercussions following different sets of rules.
BY SCOTT STAFFORD ANDCATHERINE FOX-SIMPSON

(continued on page 40)

The Future of

and the Accounting Impacts of Making a Change

LIFO
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