
Benefits in Kind – Since April 2021, EVs attract a 1% tax rate on Benefit in Kind (BIK). This also
applies to hybrid vehicles with emissions from 1 - 50g/km and a pure electric range of over
130 miles. This rate increases to 2% in 2022/23, but it still makes electric and low emission
cars very affordable in comparison to higher emission vehicles.

Capital allowance – Cars with CO2 emissions of less than 50g/km are eligible for 100%
first-year capital allowances. This means that electric cars can deduct the full cost from
your pre-tax profits. There may be Corporation Tax to pay when the car is later sold, so this
needs to be considered.

Congestion charge exemptions – EVs are exempt from congestion charging and clean air
zone (CAZ) charges. As well as London, five cities have been required by the Government
to introduce a Clean Air Zone, including, Leeds, Birmingham, Nottingham, Derby and
Southampton. If your company vehicle regularly travels into areas where clean air zones
exist, there will be significant cost savings from switching.

Electric charge points – Any business that installs charging points for electric vehicles
between now and 31 March 2023, can claim a 100% first-year allowance for these costs
through the Workplace Charging Scheme worth up to £350 per charging point. 

Leasing – Leasing a vehicle through a VAT registered company allows you to claim back
50% of the VAT on monthly payments and up to 100% of the VAT on the maintenance
agreement, which you are not allowed to do when buying a vehicle outright. But be aware
that a leased EV will not qualify for the Capital Allowances mentioned above.

Salary sacrifice – Where an electric car is provided under salary sacrifice, the optional
remuneration rules do not apply.

Tax bands for low emission vehicles – 11 new tax bands for vehicles with emissions of
75g/km and below have been introduced. The Government has also announced the tax
rate for the next three years, helping businesses to plan. Electric and hybrid vehicles pay no
or very little vehicle excise duty.

The Government has set up numerous tax incentives for company car
users who use electric vehicles (EVs).Despite the new car market shrinking by

10.9% during 2020 the popularity of the
pure electric vehicle shows no sign of
abating, having increased its sales by
185% in comparison to 2019.

This is in part due to the incentives
offered by the government  

COMPANY CARS

Talk to us 

If you need to, book in with
us for a call or meeting. We're
here to help you through the
steps above. 

info@thornewidgery.co.uk
01432 276 393

Back to Business

Government grants for plug-in
vehicles

 
To promote electric vehicle adoption, the
government is offering grants of up to
£2,500 towards the cost of an eligible plug-
in vehicle. There is a £3,000 grant for small
vans of less than 2,500 kg gross vehicle
weight and a £6,000 grant for large vans
between 2,500 kg and 3,500 kg gross
vehicle weight.

This grant only applies for vehicles that cost
less than £35,000 and is available at the
time of purchase. To qualify, the vehicle
must have an electric range of at least 70
miles and for hybrids, it must also have
combined CO2 emissions of 50g/km or
less. Full battery electric vehicles (BEVs) will
typically qualify for the grants, but the
majority of PHEVs will not be eligible.

If you use your own electric car for
business purposes you can claim
up to 45p per mile from the
business 

Businesses can deduct the full
value of an electric van against
profits in the year of purchase by
way of a First Year Allowance
which is available for expenditure
on new and unused electric vans. 

From 6 April 2021 the benefit in
kind for a company van has been
reduced to 0%. This makes it a
more tax efficient benefit than an
electric car for which the benefit
in kind is 1% of the list price for the
tax year 2021-22.

 Electric Van?


