
Car Expenses

If you use your car for business purposes, you ordinarily can deduct car expenses. You generally can 

use one of the two following methods to figure your deductible expenses.

 Standard mileage rate.

 Actual car expenses.

 

If you use actual expenses to figure your deduction for a car you lease, there are rules that affect the 

amount of your lease payments you can deduct. See Leasing a Car     , later.

In this publication, "car" includes a van, pickup, or panel truck. For the definition of "car" for 

depreciation purposes, see Car defined     under Actual Car Expenses, later.

Rural mail carriers.

If you are a rural mail carrier, you may be able to treat the qualified reimbursement you received as 

your allowable expense. Because the qualified reimbursement is treated as paid under an accountable 

plan, your employer shouldn’t include the reimbursement in your income. 

If your vehicle expenses are more than the amount of your reimbursement, you can deduct the 

unreimbursed expenses as an itemized deduction on Schedule A (Form 1040). You must complete Form

2106 and attach it to your Form 1040, U.S. Individual Income Tax Return.

A "qualified reimbursement" is the reimbursement you receive that meets both of the following 

conditions. 

 It is given as an equipment maintenance allowance (EMA) to employees of the U.S. Postal 

Service.

 It is at the rate contained in the 1991 collective bargaining agreement. Any later agreement can’t

increase the qualified reimbursement amount by more than the rate of inflation. 

See your employer for information on your reimbursement.

 

If you are a rural mail carrier and received a qualified reimbursement, you can’t use the standard 

mileage rate. 

 

Standard Mileage Rate

You may be able to use the standard mileage rate to figure the deductible costs of operating your car for

business purposes. For 2017, the standard mileage rate for the cost of operating your car for business 

use is 53.5 cents (0.535) per mile.



 

If you use the standard mileage rate for a year, you can’t deduct your actual car expenses for that year. 

You can’t deduct depreciation, lease payments, maintenance and repairs, gasoline (including gasoline 

taxes), oil, insurance, or vehicle registration fees. See Choosing the standard mileage rate and Standard 

mileage rate not allowed, later.

You generally can use the standard mileage rate whether or not you are reimbursed and whether or not 

any reimbursement is more or less than the amount figured using the standard mileage rate. See chapter

6 for more information on reimbursements .

Choosing the standard mileage rate.

If you want to use the standard mileage rate for a car you own, you must choose to use it in the first 

year the car is available for use in your business. Then, in later years, you can choose to use either the 

standard mileage rate or actual expenses. 

If you want to use the standard mileage rate for a car you lease, you must use it for the entire lease 

period. For leases that began on or before December 31, 1997, the standard mileage rate must be used 

for the entire portion of the lease period (including renewals) that is after 1997. 

You must make the choice to use the standard mileage rate by the due date (including extensions) of 

your return. You can’t revoke the choice. However, in later years, you can switch from the standard 

mileage rate to the actual expenses method. If you change to the actual expenses method in a later year,

but before your car is fully depreciated, you have to estimate the remaining useful life of the car and 

use straight line depreciation. 

Example.

Larry is an employee who occasionally uses his own car for business purposes. He purchased the car in

2015, but he didn’t claim any unreimbursed employee expenses on his 2015 tax return. Because Larry 

didn’t use the standard mileage rate the first year the car was available for business use, he can’t use the

standard mileage rate in 2017 to claim unreimbursed employee business expenses.

For more information about depreciation included in the standard mileage rate, see Exception     under 

Methods of depreciation, later. 

Standard mileage rate not allowed.

You can’t use the standard mileage rate if you: 

 Use five or more cars at the same time (such as in fleet operations);

 Claimed a depreciation deduction for the car using any method other than straight line, for 

example, MACRS (as discussed later under Depreciation Deduction);

 Claimed a section 179 deduction (discussed later) on the car;



 Claimed the special depreciation allowance on the car;

 Claimed actual car expenses after 1997 for a car you leased; or

 Are a rural mail carrier who received a qualified reimbursement. (See Rural mail carriers     , 

earlier.)

 

Note.

You can elect to use the standard mileage rate if you used a car for hire (such as a taxi) unless the 

standard mileage rate is otherwise not allowed, as discussed above.

Five or more cars.

If you own or lease five or more cars that are used for business at the same time, you can’t use the 

standard mileage rate for the business use of any car. However, you may be able to deduct your actual 

expenses for operating each of the cars in your business. See Actual Car Expenses     , later, for 

information on how to figure your deduction. 

You aren’t using five or more cars for business at the same time if you alternate using (use at different 

times) the cars for business.

The following examples illustrate the rules for when you can and can’t use the standard mileage rate for

five or more cars.

Example 1.

Marcia, a salesperson, owns three cars and two vans that she alternates using for calling on her 

customers. She can use the standard mileage rate for the business mileage of the three cars and the two 

vans because she doesn’t use them at the same time.

Example 2.

Tony and his employees use his four pickup trucks in his landscaping business. During the year, he 

traded in two of his old trucks for two newer ones. Tony can use the standard mileage rate for the 

business mileage of all six of the trucks he owned during the year.

Example 3.

Chris owns a repair shop and an insurance business. He and his employees use his two pickup trucks 

and van for the repair shop. Chris alternates using his two cars for the insurance business. No one else 

uses the cars for business purposes. Chris can use the standard mileage rate for the business use of the 

pickup trucks, van, and the cars because he never has more than four vehicles used for business at the 

same time.

Example 4.

Maureen owns a car and four vans that are used in her housecleaning business. Her employees use the 

vans, and she uses the car to travel to various customers. Maureen can’t use the standard mileage rate 



for the car or the vans. This is because all five vehicles are used in Maureen's business at the same time.

She must use actual expenses for all vehicles.

Interest.

If you are an employee, you can’t deduct any interest paid on a car loan. This applies even if you use 

the car 100% for business as an employee. 

However, if you are self-employed and use your car in your business, you can deduct that part of the 

interest expense that represents your business use of the car. For example, if you use your car 60% for 

business, you can deduct 60% of the interest on Schedule C (Form 1040). You can’t deduct the part of 

the interest expense that represents your personal use of the car. 

 

If you use a home equity loan to purchase your car, you may be able to deduct the interest. See Pub. 

936, Home Mortgage Interest Deduction, for more information. 

Personal property taxes.

If you itemize your deductions on Schedule A (Form 1040), you can deduct on line 7 state and local 

personal property taxes on motor vehicles. You can take this deduction even if you use the standard 

mileage rate or if you don’t use the car for business. 

If you are self-employed and use your car in your business, you can deduct the business part of state 

and local personal property taxes on motor vehicles on Schedule C (Form 1040), Schedule C-EZ (Form

1040), or Schedule F (Form 1040). If you itemize your deductions, you can include the remainder of 

your state and local personal property taxes on the car on Schedule A (Form 1040). 

Parking fees and tolls.

In addition to using the standard mileage rate, you can deduct any business-related parking fees and 

tolls. (Parking fees you pay to park your car at your place of work are nondeductible commuting 

expenses.) 

Sale, trade-in, or other disposition.

If you sell, trade in, or otherwise dispose of your car, you may have a gain or loss on the transaction or 

an adjustment to the basis of your new car. See Disposition of a Car     , later.

 

Actual Car Expenses

If you don’t use the standard mileage rate, you may be able to deduct your actual car expenses.



 

If you qualify to use both methods, you may want to figure your deduction both ways to see which 

gives you a larger deduction.

Actual car expenses include:

Depreciation

Licenses

Lease

payments

Registration

fees

Gas Insurance Repairs

Oil Garage rent Tires

Tolls Parking fees  

 

If you have fully depreciated a car that you still use in your business, you can continue to claim your 

other actual car expenses. Continue to keep records, as explained later in chapter 5.

Business and personal use.

If you use your car for both business and personal purposes, you must divide your expenses between 

business and personal use. You can divide your expense based on the miles driven for each purpose. 

Example.

You are a contractor and drive your car 20,000 miles during the year: 12,000 miles for business use and

8,000 miles for personal use. You can claim only 60% (12,000 ÷ 20,000) of the cost of operating your 

car as a business expense.

Employer-provided vehicle.

If you use a vehicle provided by your employer for business purposes, you can deduct your actual 

unreimbursed car expenses. You can’t use the standard mileage rate. See Vehicle Provided by Your 

Employer     in chapter 6. 

Interest on car loans.

If you are an employee, you can’t deduct any interest paid on a car loan. This interest is treated as 

personal interest and isn’t deductible. If you are self-employed and use your car in that business, see 

Interest     , earlier, under Standard Mileage Rate. 

Taxes paid on your car.

If you are an employee, you can deduct personal property taxes paid on your car if you itemize 

deductions. Enter the amount paid on line 7 of Schedule A (Form 1040).

Sales taxes.

Generally, sales taxes on your car are part of your car's basis and are recovered through depreciation, 

discussed later. 

Fines and collateral.



You can’t deduct fines you pay or collateral you forfeit for traffic violations.

Casualty and theft losses.

If your car is damaged, destroyed, or stolen, you may be able to deduct part of the loss not covered by 

insurance. See Pub. 547, Casualties, Disasters, and Thefts, for information on deducting a loss on your 

car. 

Depreciation and section 179 deductions.

Generally, the cost of a car, plus sales tax and improvements, is a capital expense. Because the benefits 

last longer than 1 year, you generally can’t deduct a capital expense. However, you can recover this 

cost through the section 179 deduction (the deduction allowed by section 179 of the Internal Revenue 

Code), special depreciation allowance, and depreciation deductions. Depreciation allows you to recover

the cost over more than 1 year by deducting part of it each year. The section 179 deduction, special 

depreciation allowance, and depreciation deductions are discussed later. 

Generally, there are limits on these deductions. Special rules apply if you use your car 50% or less in 

your work or business. 

You can claim a section 179 deduction and use a depreciation method other than straight line only if 

you don’t use the standard mileage rate to figure your business-related car expenses in the year you first

place a car in service.

If, in the year you first place a car in service, you claim either a section 179 deduction or use a 

depreciation method other than straight line for its estimated useful life, you can’t use the standard 

mileage rate on that car in any future year.

Car defined.

For depreciation purposes, a car is any four-wheeled vehicle (including a truck or van) made primarily 

for use on public streets, roads, and highways. Its unloaded gross vehicle weight must not be more than

6,000 pounds. A car includes any part, component, or other item physically attached to it or usually 

included in the purchase price. 

A car doesn’t include: 

 An ambulance, hearse, or combination ambulance-hearse used directly in a business; 

 A vehicle used directly in the business of transporting persons or property for pay or hire; or

 A truck or van that is a qualified nonpersonal use vehicle.


