RESOLUTION NO. 5-2004
EMPLOYER PROVIDED VEHICLES

AND RESTRICTIONS ON PERSONAL USE

It is hereby resolved to be the policy of the Clay County Commissioners (employer) that county owned vehicles, not including those specific vehicles excluded herein, shall not be used for personal purposes except when the employer requires the employee to commute in the vehicle for bona fide non-compensatory business reasons and “de minimis” personal use. 

When the Clay County Commissioners provide a vehicle for an employee's personal use in commuting, the value of that use is treated as a taxable fringe benefit. This means the value of the employee's use of the vehicle must be reported as wages on Form W-2 and all appropriate taxes (income and FICA) must be withheld on the value of personal use. 

If the vehicle is used 100 percent for business reasons (which must be substantiated) then the use of the vehicle is considered a "working-condition fringe benefit," not a taxable fringe benefit, and as such, the value of the use of the vehicle is not included in the wages of the employee. If the vehicle is used for both business and personal purposes, an allocation between the types of use is required. The portion allocated to the employee's personal use is generally taxable to the employee as a fringe benefit. The remaining business usage is generally considered a working-condition fringe benefit and excluded from the employee's income. 

If the employee's personal use of the vehicle is so small as to make accounting for it unreasonable or impracticable, a "de minimis" exception can be applied. In making the determination of a "de minimis" exception, the frequency with which the benefit is provided to the employee must be considered. A "de minimis" exception would apply in situations where the personal use of a vehicle would be limited to an occasional lunch trip or an occasional detour to go shopping while driving an employer vehicle on business. Care must be exercised to ensure that such personal use does not become so frequent or significant that it is removed from the "de minimis" exception.

Commuting Use

An employee's commuting use of an employer provided vehicle (other than de minimis use) must be treated as taxable wages and will be reported under the commuting valuation rule, when applicable herein, which is generally $1.50 per one-way commute. 

Withholding and Payroll Tax
Employers have a great degree of flexibility when it comes to employment tax treatment of personal use of their vehicles. Generally, the value of such personal use is subject to federal income tax withholding and FICA tax. An employer can, however, elect not to withhold federal income tax if it properly notifies affected employees of this choice. 

Compensation due to personal use generally is treated as paid on a regular pay period basis. It must, however, be treated as paid no less frequently than annually. An exception to this rule allows employers to elect to treat non-cash fringe benefits provided during November and December (or shorter period) of each year as provided during January of the next. This election eases the year-end paperwork burden for employers and provides employees with valuable tax deferral.

Commuting use only requirements

The vehicle is owned or leased by the employer; 

The employee is required for bona-fide non-compensatory business reasons to commute in the vehicle; 

The written policy prohibits personal use, except commuting or de minimis personal use; 

The employee is not an elected official or earns less than an established amount per year ($121,600 for 2002); 

The employer believes that there is no personal use, except de minimis or commuting use; and 

The value of commuting is included in the employee's income.

Commuting Valuation Rule:

The value of the commuting use of an employer-provided car is $1.50 per one-way commute, if the following requirements are met: 

1) The vehicle is owned or leased by the employer and is provided for use in the employer's trade or business. 

2) The employer requires the employee to commute in the vehicle for bona fide non-compensatory business reasons. 

3) The employer has established a written policy forbidding the use of the vehicle for personal purposes other than commuting and "de minimis" personal use. 

4) The employee does not use the vehicle for any personal purpose except commuting and "de minimis" personal use. 

5) The employee is not a government control employee defined as follows;

i.
Elected official, or

ii.
Employee whose pay is at least Federal 

      Government Executive Level V ($121,600 for 2002)
Record Keeping

     To conform to the accountable plan rules, employees using a vehicle for business purposes must keep track of business miles by keeping a log containing the following information:
a. Date

b. Milage (beginning and ending)

c. Destination

d. Business Purpose

e. Personal use milage

f. Commuting

This information should be kept on a daily basis.  Commuting information shall be reported to the Clay County Auditor at the end of the months of March, June, September and December.
Excluded Vehicles
Some vehicles, by nature, are not likely to be used more than a minimum amount for personal purposes and are excluded from wage considerations as a working condition fringe benefit. The exclusion from income as a working condition fringe benefit applies to the use of a qualified non-personal use vehicle because of its design and not because of the nature of the employee's services (such as being on 24 hour call). Those qualified non-personal use vehicles are: 

1) Clearly marked police and fire vehicles; 

2) Unmarked vehicles used by law enforcement officers       if the use is officially authorized;

3) Ambulances and hearses used for their specific     purposes; 

4) Any vehicle designed to carry cargo with a loaded     gross weight of more than 14,000 pounds; 

5) Delivery trucks with seating for the driver only or      for the driver plus a folding jump seat; 

6) Passenger buses with a capacity for at least 20         passengers used for its specific purposes; 

7) School buses; 

8) Tractors and other special purpose farm vehicles.

Intent
           It is the intent of this Resolution to comply with the applicable I.R.S. requirements and specifically Publication 15-B of the Department of the Treasury Internal Revenue Service.

This Resolution shall be of full force and effect upon its passage by the Board of Commissioners of Clay County.  

SIGNED AND SEALED this 3rd day of March, 2003.

BOARD OF COMMISSIONERS, CLAY COUNTY, INDIANA:

BY:

______________________________


David Parr






__Harold Knox /s/__________________
Harold Knox

__Daryl Andrews /s/_________________
Daryl Andrews
ATTEST:

____Joseph M. Dierdorf /s/____________
Joseph M. Dierdorf

Auditor of Clay County
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