Tax Tricks & Tips,

By Michele Knight, CPA

Personal property taxes are also deductible on Schedule A…but what exactly are personal property taxes?  Personal property taxes meet three criteria: they are charged on personal property, based only on the value of the personal property, and charged on a yearly basis, regardless of the frequency of collections throughout the year.
The most common personal property tax is a portion of automobile registration tags.  While this is commonly misunderstood, it’s actually a simple deduction based on the receipt received when you pay registration tags on a vehicle.  In Colorado, you receive a receipt which lists an amount paid for Ownership Tax.  That, and only that, portion of your automobile registration is deductible.
In Colorado, the format is clear and easy to read.  In other states, the formats vary and may be less clear.  If you need to calculate this deductible portion on your own, you need to determine which portion of your fees are based on the value of the vehicle, as opposed to the weight of the vehicle.  For example, assume that your state charges a tax of 1% of the vehicle’s value plus 50 cents peer hundred pounds of weight.  If you paid $47 of tax based on the value ($3,000) and weight (3,400 lbs.) of your car, then you can deduct $30 (1% x $3,000) as a personal property tax because it is based on the value.  The remaining $17 (50 cents x 3,400), which is based on the weight of the vehicle, is not tax deductible.

As I mentioned, this is easily determined if you register a vehicle in Colorado and use the amount on the registration receipt.  However, it can be helpful to understand the deduction calculation if you register a vehicle in a different state that doesn’t make it quite as simple.

Note:  The above advice is not meant to be comprehensive tax planning advice, and you should always consult a tax professional if you have any questions.  For additional information, copies of previous articles, or to submit questions for future columns, please visit www.cpamichele.com. 

