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	Are you thinking of buying a new personal vehicle?  Adding a new car to your fleet and let the newest driver in your household have the old car?  Or pass along the old vehicle to the soon to be college freshman?  The latest tax bill may help with the calculation of if and what you can afford.
With the enactment of the One Big Beautiful Bill Act (OBBBA) in 2025, taxpayers may now benefit from a new annual deduction of up to $10,000 for interest paid on qualifying new auto loans.  This deduction is effective for tax years 2025 through 2028.  If you purchased a new vehicle during 2025, you may be eligible for this new deduction.
It must be a “qualifying vehicle”.  This includes cars, SUVs, van, pickup trucks, minivans, and motorcycles with a gross vehicle weight of 14,000 pounds or less, provided final assembly occurred in the U.S.  The vehicle must be new, used vehicles are not eligible.
To verify domestic assembly, taxpayers may consult the Vehicle Identification Number (VIN) at nhtsa.gov/vin-decoder to identify the vehicle’s manufacturing plant.   To claim the deduction, taxpayers must report the VIN of the qualifying vehicle on their federal tax return.
	Interest paid on the vehicle loan qualifies for the deduction only if the loan meets all of the following requirements.  The loan originates after December 31, 2024.  It is secured by a lien on the purchased vehicle.  It finances a vehicle intended for personal use, not business or commercial activity.  It is used to purchase a new vehicle, and the buyer is the original owner, leased vehicles are not eligible.  Lenders must issue annual statements summarizing the total interest paid by the taxpayer.  For a refinanced qualifying loan, the interest is deductible only up to the original loan’s amount and term.
	The deduction is available to taxpayers who itemize or claim the standard deduction and begins to phase out for individuals with modified adjusted gross income above $100,000 or $200,000 for married couples filing jointly.   There is a cap of $10,000 annually for this deduction and the deduction sunsets in 2028.
	The temporary auto loan interest deduction offers taxpayers a potential pathway to offset the cost of buying a new car.  If you are planning to purchase a new vehicle, consider consulting a tax professional to confirm the vehicle’s eligibility for the deduction.
Each taxpayer should seek independent advice from a tax professional based on his or her individual circumstances.  To the extent this material concerns tax matters, it is not intended to be used by a taxpayer for purposes of avoiding penalties that may be imposed by law. 

