
MELINDA’S CHOICE 

RECAPTURE OF DEPRECIATION 

 

More taxpayers are using their personal vehicles for business use especially with the surge of Gig 
Economy.  Often the taxpayer disposes of or trades in that vehicle in later years.  Do we have to do 
anything special for that?  Yes, and I bet a lot of us have no idea how to properly compute the recapture 
of depreciation for this type of taxpayer. 

Reporting Business Use 

Claim vehicle expenses on Schedule C, Line 9, whether using the standard mileage rate method or 
claiming actual vehicle expenses. 

If the taxpayer takes the standard mileage deduction, do not deduct depreciation, rent, lease payments, 
or actual operating expenses other than parking fees, tolls, and interest on a loan for a vehicle used in 
business. 

In the year of disposition and for taxpayers using standard mileage, the basis of the vehicle is reduced by 
the depreciation component of the standard mileage rate. The depreciation component can change 
annually as the standard mileage rate does. 

Below is a chart of depreciation components of the standard mileage rate from 1994 to current. 
 

Year                   Depreciation Component 
 

1994-1999                                     12¢ 
 

2000                                               14¢ 
 

2001-2002                                     15¢ 
 

2003-2004                                     16¢ 
 

2005-2006                                     17¢ 
 

2007                                               19¢ 
 

2008-2009                                     21¢ 
 

2010                                               23¢ 
 

2011                                               22¢ 
 

2012-2013                                     23¢ 
 

2014                                               22¢ 
 

2015-2016                                     24¢ 
 

2017-2018                                     25¢ 
 

2019                                               26¢ 
  



Let’s do a mini case study to see exactly how this works. 

Taxpayer used the standard mileage rate for her vehicle. Now she sells her vehicle on December 31, 
2019. The cost of her vehicle is $33,000 and the selling price is $23,000. Her 2019 business use was 72% 
and she had the business miles as recorded in the chart below. 

 

                                                             Depreciation 
   Year              Business Mileage     Component         Basis Adjustment 
 

2016                        19,500                              24¢                             $ 
 

2017                        21,200                              25¢                             $ 
    

2018                        18,900                              25¢                             $ 
 

2019                        25,200                              26¢                             $ 
 

Total Adjustment                                                                                      $ 
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Justices will hear argument in ACA case one week after Election Day 
 

California v. Texas and Texas v. California (consolidated for one hour of argument on Nov. 10): Whether 
the Affordable Care Act’s requirement that virtually every American obtain health insurance is 
constitutional and, if not, whether the rest of the ACA can survive. 

Why Taxpayers May Want to File a Protective Claim with the IRS for a Refund of ACA-Related 
Taxes 

The stakes – and urgency – for some taxpayers might be high enough, if the ACA is ruled 
unconstitutional, for them to proactively file a protective claim with the Internal Revenue Service for a 
refund for ACA-related taxes paid starting in tax year 2017. 

The deadline to file a protective claim for the 2016 tax year was this past July 15th. 

Generally, a taxpayer may make a claim for refund on the taxpayer’s income tax return during the three-
year period from the due date of the return or the date the return was filed, whichever is later. 

Generally, a protective claim is a formal claim or amended return for credit or refund normally based on 
current litigation or expected changes in tax law or other legislation. You file a protective claim when 
your right to a refund is contingent on future events and may not be determinable until after the statute 
of limitations expires. A valid protective claim doesn't have to list a particular dollar amount or demand 
an immediate refund. However, a valid protective claim must: 

• Be in writing and signed 

• Include your name, address, SSN or ITIN, and other contact information 

• Identify and describe the contingencies affecting the claim 

• Clearly alert the IRS to the essential nature of the claim 

• Identify the specific year(s) for which a refund is sought. 

For Forms 1040-X filed as “Protective Claims under the ACA litigation,” write “Protective Claim for 
refund under California, et al. v. Texas” at the top of Form 1040-X. 

I found a sample letter with the help of good old Google and for this sample letter to file the protective 
claim go to:  http://www.gouldratner.com/assets/NEW%20individual%20letter%20and%20chart.pdf 

 

 

 

 

 

https://www.scotusblog.com/case-files/cases/california-v-texas/
https://www.scotusblog.com/case-files/cases/texas-v-california/
http://www.gouldratner.com/assets/NEW%20individual%20letter%20and%20chart.pdf


EMPLOYEES WORKING FROM HOME – THE NEW NORMAL 
Allowing employees to work from home has been a major change made by many employers. This has 
raised concerns for Ohio municipalities. ... More specifically, Section 29 of H. B. 197 requires employers 
to continue to withhold municipal income taxes as if the employees were still working in the office. 

One would think it would be simply require filing a claim for refund from the municipalities; but wait; 
not so fast! 

Just as many Ohio businesses have been adversely impacted by the coronavirus pandemic, so have local 
government treasuries as they work to manage reduced tax receipts. In an apparent attempt to quell 
concerns about reduced municipal income taxes and filing compliance, the Ohio General Assembly 
included Section 29[1] in its emergency legislation, H.B. 197, which was signed into law by Gov. Mike 
DeWine on March 27. 

Essentially, Section 29 of H.B. 197 attempts to tax employees who work from home during the 
coronavirus state of emergency as if they were working at their old workplaces, pre-coronavirus. This 
applies to wages and income earned for the period beginning March 9 and extending until 30 days after 
the emergency period declared by DeWine’s Executive Order 2020-01D. The emergency period remains 
in effect as of the date of this article and it is unclear when it will be lifted. 

Prior to the passage of H.B. 197, Ohio already had a procedure in place for employees who occasionally 
worked from home. This was called the 20-day rule. 

Under the 20-day rule, municipal income tax must be withheld for the employee’s principal place of 
work for the first 20 days an employee works in another Ohio municipality — the non-principal place of 
work municipality. After the first 20 days, municipal income tax must be withheld and paid to the 
employee’s non-principal place of work municipality. 

Now in comes H.B. 197 and you can see how the work-from-home normal can significantly impact a 
municipality’s income tax revenues. 

But for the passage of H.B. 197, any employees who work from home more than 20 days would not have 
been subject to the municipal income tax in the location of their former principal place of work. With 
the passage of H.B. 197, the Ohio General Assembly seeks to retroactively freeze an employee’s 
principal place of work to be where it was before March 9. 

This may be why certain municipalities, such as Cincinnati, have come forward and publicly made clear 
that they will be complying with the terms of H.B. 197. In an April 14 memo to city council, the former 
City Manager Patrick Duhaney clarified that, in accordance with H.B 197, days worked at the employee’s 
home due to the declaration of emergency are considered days performing personal services at the 
employee’s principal place of work. This means that the employer does not need to change its method 
for withholding taxes or filing its returns. It also prohibits employees who are required to work from 
home due to the declaration from claiming a refund based on days worked outside the principal place of 
work. 

One key benefit of H.B. 197 is the level of security it created for businesses who are tasked with 
managing employee tax withholdings. H.B. 197 made it easier to comply with their withholding 



requirements and continue to withhold tax based on an employee’s workplace as of March 9 even as 
employees are changing their principal places of business. 

I found the following in an article on the internet: 

On July 2, a group of taxpayers filed suit against the state of Ohio and the city of Columbus 
challenging the constitutionality of H.B. 197. A Columbus-based nonprofit think tank named the 
Buckeye Institute and three other individuals are the named plaintiffs in the case, The Buckeye 
Institute v. Megal Kilgore, Columbus city auditor, and Dave Yost, Ohio attorney general. In 
summary, the plaintiffs make two requests for relief in the case. 

The first request is for a declaratory judgment that would void, in its entirety, Section 29 of H.B. 
197. The plaintiffs’ argument is based upon the due process protections afforded by the Fifth 
and 14th Amendments to the U.S. Constitution. The plaintiffs argue that there is no “fiscal 
relation” between the municipality, the taxpayer and the income being taxed: 

In this case, the City of Columbus, pursuant to authority purportedly arising under Sec. 29 seeks 
to tax income of nonresidents that was earned outside the city limits, where there is neither 
nexus nor fiscal relation between the city and the income being taxed. 

The complaint also alleges that the Buckeye Institute, as an Ohio employer, “is required to 
participate in this unconstitutional violation” by virtue of the employer withholding 
requirements of Section 718.03(A)(1). 

The plaintiffs’ second request is for the court to enjoin the city of Columbus from collecting any 
further municipal income tax in this manner and require them to refund all withholding 
payments erroneously collected thus far. 

The defendants, the Columbus city auditor and Ohio attorney general, have not yet filed a 
response in this case. It remains to be seen whether any additional plaintiffs will file suit in a 
similar manner or be added to this case. 

The article goes on to state this complaint filed might serve as a warning to Ohio municipalities even 
though the plaintiffs will win.   

At this point, until the Section 29 of H.B. 197 is deemed unconstitutional and overturned, it appears 
refunds for working at home are not allowed. 

 

 

 

 

 

 

 



 

 

 

 

Answer for mini case study. 
 

BUSINESS DEPRECIATION BASIS 
YEAR MILEAGE COMPONENT ADJUSTMENT 
2016 19,500 24¢ $4,680  
2017 21,200 25¢ $5,300  
2018 18,900 25¢ $4,725  
2019 25,200 26¢ $6,552      
 

TOTAL 
ADJUSTMENT 

 
$21,257  

    

DESCRIPTION TOTAL BUSINESS PERSONAL 
ORIGINAL COST OR BASIS $33,000  $23,760  $9,240  
LESS STD MILEAGE DEPR -21,257 -21,257 0     

VEHICLE ADJ BASIS $11,743  $2,503  $9,240  
SELLING PRICE $23,000  $16,560  $6,440      

GAIN (LOSS) ON SALE $11,257  $14,057  -2,800 
    

 


