UNDERSTANDING THE RULES OF VEHICLE & TRUCK EXPENSES

If you use your vehicle for business purposes, you may be able to deduct vehicle expenses. You generally can
use one of two methods to figure your vehicle expenses - ACTUAL or the STANDARD MILEAGE RATE.

Whether you use actual or the standard mileage rate, you must keep records to show when you started using
your vehicle for business along with your cost or other basis of your vehicle. Your records must also show the
BUSINESS miles and the TOTAL miles you drove your vehicle during the year. Your mileage log should
indicate where you went, who you saw and your business purpose along with the number of miles
traveled. If you use your vehicle for both business and personal purposes, your expenses will be divided
between business and personal use.

If you are self employed and have an office-in-the-home, you are allowed to take the mileage from your home
for any business miles. If you do not have an office-in-the-home, you cannot take the mileage from
your home to the first stop or from your last stop to home. These are considered commuting miles and
are not deductible.

Hauling tools or instruments in your vehicle while commuting to and from work DOES NOT make your
commuting costs deductible. The use of your vehicle to display material that advertises your business DOES
NOT change the use to business, nor does making business calls on your vehicle phone while commuting to
work. Fines for traffic violations are also not deductible.

If you are leasing a vehicle that you use in your business and use actual expenses, you can deduct the part of
the lease payment that is for the business use of the vehicle. You cannot deduct any payments you make to
“buy” a vehicle even if they are called lease payments. You can also choose the standard mileage rate for
leased vehicles instead of actual expenses.

If you deduct ACTUAL _EXPENSES, you must keep records of the operation costs of the vehicle as well as
your mileage. Interest on vehicle loans are deductible as a self-employed individual. This interest is only
deductible up to the percentage of business use of that vehicle if you have personal use also. Whether
choosing to deduct mileage or actual expenses you are depreciating your vehicle. Depreciation reduces your
cost of the vehicle. When you sell your vehicle, you will need to report the sale on your tax return. You may
show a profit on the sale, causing a taxable event. By trading in your vehicle, the cost basis in your new
vehicle will be reduced by the depreciation taken on the old vehicle. One rule the IRS never forgets—If you
receive a benefit today, you will pay for it later.

The STANDARD MILEAGE RATE is the most used method. This option requires less paperwork and
recordkeeping than the actual method. If you want to use the standard mileage rate, you must choose to use it
in the first year that you place your vehicle in service. The standard rate assumes that all your vehicle
expenses are included in the rate allowed. Included in this rate is also an allowance for depreciation (currently
30 cents per mile for 2024). In addition to the standard rate, a self employed individual can deduct any
business-related parking fees and tolls. You are also allowed a percent of interest paid on your loan.

IF YOU ARE USING ACTUAL EXPENSES

If you think that ACTUAL EXPENSES may give you a larger deduction, or for any vehicles
that are “REQUIRED” to use actual expenses, please provide a separate sheet a paper with all of your
actual expenses such as: Gasoline, Insurance, Licenses, Oil Changes, Repairs, etc.
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