Lesson 5.3: Auto Depreciation

Strategy 4: Select the Fastest Depreciation Method to Obtain Maximum Annual
Deductions
Depreciation is nothing more than a cost allocation method; therefore, pick the method that gives
you the largest deductions each year.

Depreciation methods available: two basic methods: straight line & accelerated. Today’s tax
law further complicates matters by placing luxury car limits on depreciation. Accelerated rate
(MARCS), straight line rate, and luxury limits for passenger cars for 2017 are (on the next slide):

Bonus Depreciation: You can claim 50% bonus depreciation which allows for a 50% deduction
of business use of the following vehicles in the first year of use:

•
•
•
•

Any new car with a net vehicle weight (unloaded curb weight) over 6,000 pounds
Any new SUV with a gross vehicle weight of 6,000 pounds
Any new truck with a gross vehicle weight (carrying weight) of over 6,000 pounds
New qualifying van with an integrated truck chassis & has a gross vehicle weight over 6,000
pounds

All other passenger cars: These are subject to the luxury limits on depreciation noted above.
There are no tax credits & they do not qualify for the 50% bonus depreciation.

Note: Look inside your (normally driver side) door jam for metal plate by manufacturer to get your
gross vehicle weight (GVW).

$510,000 Expense Election: You can write off up to $500,000 of the
purchase of a “qualifying vehicle” in 2017. A “qualifying vehicle” is
defined by the Department of Transportation as:

Strategy 5: Buy Cars, Don’t Lease Them, To Obtain the Best After-Tax
Return on Your Car Investment

Economics: The after-tax cost is greater when leasing rather than purchasing for
both business and personal cars. We have run the numbers in detail & found that it
costs about 10% more to lease than to purchase.

Lease inclusion for luxury cars: If the fair market value of the leased business
car is greater than $19,000 in 2017, you must add to your taxable income an inclusion
amount from an IRS table found in Publication 463. The inclusion amount is designed
to produce a lease payment benefit equal to the benefit you would otherwise receive
from a deduction for depreciation.

Next slide has criteria for whether leasing a vehicle is good or bad.

