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Hybrid Cars, Financial Sense? 
By: Mark Allen 

 
H y b ri d  C ars m ak e  e x c e l l e n t  e c o l o g i c al  an d  p o l i t i c al  se n se .  T h e y  u se  m u c h  l e ss g as 
t h an  t h e i r 1 00%  g as c o u n t e r p art s.  T h i s i s b o t h  g o o d  f o r o u r e n v i ro n m e n t  an d  
re d u c i n g  o u r c o u n t ry ’ s re l i an c e  o n  f o re i g n  o i l .  B u t  i s t h i s g o o d  f o r y o u r p o c k e t  b o o k ?    
 
I n  m o st  c ase s H y b ri d  c ars c o st  an y w h e re  f ro m  1 5%  t o  25%  m o re  t h an  1 00%  g as m o d e l s.  
F i n an c i al l y , t h e  p u rc h ase  p ri c e  m u st  b e  c o m p are d  t o  t h e  d e c re ase  i n  g aso l i n e  e x p e n se s.  
F o r t h i s e x a m p l e  t h e  T o y o t a C am ry  L E ( 1 00%  g as) v e rsu s t h e  T o y o t a C am ry  H y b ri d  
w as u se d .  T h e  M an u f ac t u re r’ s Su g g e st e d  R e t ai l  P ri c e  ( M SR P ) an d  M i l e s P e r G al l o n  
( M P G ) rat i n g s w e re  p ro v i d e d  o n  t h e i r w e b si t e  ( w w w . t o y o t a.c o m ).   
 

  G a s  C a r  H y b r i d  C a r  D i f f e r e n c e  
C ar C am ry  L E 

C am ry  
H y b ri d    

M SR P  $20,025  $25,200  $5 , 1 7 5   
C i t y  21  33 1 2 
H i g h w ay  31  34  3 
A v e rag e  26  33.5 7.5 

Table 1:  To y o t a C am r y  L E  V s .  To y o t a C am r y  H y br i d  
 
I n  t h i s c ase  y o u  c an  se e  t h e re  i s a $5,1 75 d i f f e re n c e  i n  p ri c e .  I t  w o u l d  t ak e  a l o t  o f  m i l e s 
an d  v e ry  e x p e n si v e  g as p ri c e s t o  m ak e  u p  $5,1 75 o v e r t h e  l i f e  o f  a v e h i c l e .  T ax  
i n c e n t i v e s c an  h e l p  t h i s d i f f e re n t i al , p ro v i d e d  t h e y  are  st i l l  av ai l ab l e .     
 
C u rre n t l y  o u r F e d e ral  t ax  l aw  p ro v i d e s a t ax  c re d i t  o f  u p  t o  $3,000 p e r H y b ri d  o r 
El e c t ri c  C ar p u rc h ase d  an d  p l ac e d  i n t o  se r v i c e  i n  2007 ( I R C  Se c  30B ).  T h e  c re d i t  
am o u n t  i s d e t e rm i n e d  b y  t h e  sp e c i f i c  c ar an d  h o w  m a n y  t h e  m a n u f ac t u re r h as so l d .  
T h e  c re d i t  i s p h ase d  o u t  af t e r t h e  m an u f ac t u re r h as so l d  6 0,000 u n i t s.  A  c u rre n t  l i st  o f  
t h e  v e h i c l e s an d  t h e i r asso c i at e d  c re d i t  am o u n t s c an  b e  f o u n d  at  
h t t p : / / w w w . i rs.g o v / n e w sro o m / art i c l e / 0,,i d = 1 576 32,00.h t m l .  U n f o rt u n at e l y , t h i s 
c re d i t  c an n o t  re d u c e  A l t e rn at i v e  M i n i m u m  T ax  ( A M T ).  I f  y o u  c u rre n t l y  p ay  A M T  
t ax  t h e re  i s n o  t ax  c re d i t  av ai l ab l e  t o  y o u .      
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C al i f o rn i a d o e s n o t  c o n f o r m  t o  f e d e ral  t ax  ru l e s, so  t h e re  i s n o  t ax  b e n e f i t  f o r 
re si d e n t s o f  C al i f o rn i a.           
 
B e l o w , t h e  t ab l e  sh o w s w h e re  a b re ak  e v e n  o c c u rs u si n g  t h e  t w o  c ars m e n t i o n e d  
ab o v e .  I t  w as assu m e d  t h at  t h e  av e rag e  c ar i s u se d  7 y e ars.  A n n u al  sav i n g s i s t h e  
am o u n t  t h at  w o u l d  b e  sav e d  b y  d ri v i n g  a H y b ri d  c ar v s. a 1 00%  G as C ar assu m i n g  t h e  
m i l e s d ri v e n  p e r y e ar l i st e d  i n  e ac h  o f  t h e  t h re e  c at e g o ri e s.  T h e  l i f e  sav i n g s t ak e s t h e  
an n u al  sav i n g s an d  m u l t i p l i e s i t  b y  7 y e ars.  T h e  p i n k  are as i n d i c at e  y o u  w o u l d  b e  
b e t t e r o f f  p u rc h asi n g  a 1 00%  g as c ar.  T h e  g re e n  are as i n d i c at e  y o u  w o u l d  b e  b e t t e r o f f  
u si n g  a H y b ri d  c ar.  N o t i c e  t h at  at  20,000 m i l e s a y e ar w i t h  g as p ri c e s at  $5.00 p e r 
g al l o n  i t  w o u l d  m ak e  f i n an c i al  se n se  t o  p u rc h ase  a H y b ri d  c ar.  M o st  c o n su m e rs d ri v e  
b e t w e e n  1 2,000 an d  1 8 ,000 m i l e s p e r y e ar w h e re  t h e  re su l t s are  m u c h  w o rse .   
 

  1 5 , 0 0 0  M i le s  /  Y e a r  2 0 , 0 0 0  M i le s  /  Y e a r  
$ $ $  A n n u a l L i f e  S a v i n g s  A n n u a l L i f e  S a v i n g s  
P e r  

G a llo n  S a v i n g s  O v e r  7  Y e a r s  S a v i n g s  O v e r  7  Y e a r s  
$2 . 5 0   $3 2 3  $2 , 2 6 0   $4 3 1   $3 , 0 1 4  
$3 . 0 0   $3 8 7   $2 , 7 1 2   $5 1 7   $3 , 6 1 7   
$3 . 5 0   $4 5 2   $3 , 1 6 4   $6 0 3   $4 , 2 1 9   
$5 . 0 0   $6 4 6   $4 , 5 2 1   $8 6 1   $6 , 0 2 8   
$6 . 5 0   $8 4 0   $5 , 8 7 7   $1 , 1 1 9   $7 , 8 3 6   
$8 . 0 0   $1 , 0 3 3   $7 , 2 3 3   $1 , 3 7 8   $9 , 6 4 4   

Table 2:  B r eak ev en  C h ar t  ( t ax  s av i n g s  i n c lu s i v e o f  r es u lt s )  
 
I f  y o u  are  a st ri c t  e n v i ro n m e n t al i st  an d  y o u  b e l i e v e  c o n su m e rs sh o u l d  p ay  t h e  re al  
p ri c e  f o r g o o d s ( i .e . p ay  t h e  e n v i ro n m e n t al  i m p ac t  c o st  i n  ad d i t i o n  t o  p ro d u c t i o n  
c o st s), t h e n  a H y b ri d  c ar m ay  w e l l  b e  w o rt h  t h e  p u rc h ase  p ri c e .  B u t  I  su sp e c t  m o st  
A m e ri c an s are  m o re  c o n c e rn e d  w i t h  t h e  c o st  o f  f i l l i n g  t h e i r g as t an k s.  I f  t h at  i s t ru e  
f o r y o u , i t  m ay  b e  w o rt h  y o u r w h i l e  t o  an al y z e  y o u r p u rc h ase  w i t h  c l o se r at t e n t i o n  t o  
t h e  f i n an c i al  b o t t o m  l i n e .  T o  h e l p  y o u  o u t  w e  h av e  p l ac e d  an  Ex c e l  sh e e t  c al c u l at o r 
o n  o u r w e b si t e  t h at  c an  b e  d o w n l o ad e d  an d  u se d  t o  d e t e rm i n e  w h at  m ak e s se n se  f o r 
y o u .  J u st  f o l l o w  t h e  i n st ru c t i o n s l i st e d  o n  t h e  e x c e l  w o rk sh e e t .  ( w e b  si t e  - 
h t t p : / / w w w .al l e n t ax e s.c o m / i d 1 2.h t m l ) 
 
Si n c e  t h e  H y b ri d  c ar m ark e t  i s re l at i v e l y  n e w  t h e  f i n a n c i al  se n se  o f  p u rc h asi n g  o n e  
m ay  c h an g e .  W i t h  i n c re ase d  d e m a n d  t h e  au t o  m an u f ac t u re rs w i l l  m o st  l i k e l y  
p ro d u c e  m o re  H y b ri d  c ars an d  re d u c e  t h e i r p ri c e s f u rt h e r.  T h i s sh o u l d  m o v e  t h e  
b re ak e v e n  p o i n t  i n  m y  c al c u l at o r f ro m  $6 .50 - $8 .00 p e r g al l o n  d o w n  t o  $3.00 - $4 .00 p e r 
g al l o n .     
 
M ark  A l l e n  i s an  En ro l l e d  A g e n t , C e rt i f i e d  F i n an c i al  P l an n e r™ an d  p art n e r o f  A l l e n  
&  A l l e n , L L P , a C P A  F i r m  b ase d  i n  C a m e ro n  P ark , C al i f o rn i a.  A l l e n  &  A l l e n , L L P  
sp e c i al i z e s i n  c re at i v e  c o n c e p t s an d  st rat e g i e s t o  m i n i m i z e  i n c o m e  t ax e s an d  
m ax i m i z e  w e al t h .     


