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Tax Breaks for Business Driving

The IRS has announced optional standard
mileage rates for tax deductions in 2010.
The rates are 50 cents per mile for business
driving, 16.5 cents per mile for medical or
moving, and 14 cents per mile for charitable
volunteer work.

Example: Elly Morgan drives her own
car 7,000 miles for business in 2010. She
also drives 500 miles for medical purposes,
such as driving to doctors’ appointments. In
addition, Elly drives a total of 600 miles to
a local charity where she volunteers.

Elly may be able to deduct $3,500 for
business mileage: 50 cents times 7,000
miles. She also may be able to deduct
$82.50 for her medical miles (500 times
16.5 cents) and $84 for her charitable
driving (600 times 14 cents).

For the record
Taxpayers such as Elly who drive a car

for business purposes have two ways to
support their deductions in case of an IRS
challenge. The first is the actual expense
method. With this technique, you must
tally all of your car-related expenses for the
year. They include gas, oil, repairs, tires,

insurance, registration fees, licenses, and
depreciation (or lease payments).

You also must keep a log to determine
how much of that driving is related to
business. (Driving to and from work
doesn’t count as business mileage.) If Elly's
log shows that she drives her car 10,000
miles a year, including 7,000 business

miles, then 70% of all of her auto-related
costs are tax deductible.

‘The second way to support a deduction
for business driving is the standard mileage
rate method described previously. Many
people prefer this method because they
don't have to do as much record keeping.
All Elly needs to do is log the total number
of business miles she drives, then mulciply
that number by the standard rate, which is
50 cents per mile in 2010.

With either method, you can add
business-related tolls and parking to your
deductible expenses for the year.

If you don't mind keeping extensive
records of your auto expenses, you might
find that the actual expense method
provides a larger tax deduction than the
standard mileage rate method. However,
you may not be allowed to choose between
methods in a given year.

For a car that you own, you can use
the standard mileage rate method only if
you use it the first year the car is available
for business use. Then you can use either
method in subsequent years.

For a car that you lease, you can use the
standard mileage rate method only if you
use it for the entire time you lease the car.

Deduction requirements

You will find it relatively easy to deduct
business driving expenses if you report
business income on Schedule C of your tax
return as a sole proprietor. That Schedule
has a line for car and truck expenses.

If you are an employee, you will have to
clear some hurdles to deduct any driving
costs. You can deduct only unreimbursed
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Fast Fact

In mid-November 2008,
the price of gold was
just over $700 an ounce.
During the following
12 months the price of
gold rose about 60%, to
$1,140 an ounce.

Source: goldprice.org













