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BUSINESS MOTORING: CONSIDERING THE TAX CHANGES

April 2018 saw the introduction of a raft of changes affecting employer-provided cars, and further measures
are in the pipeline. From rising benefit rates to new rules on capital allowances, the changes could have a
significant impact on employers’ motoring costs. Here we outline some of the key areas to consider.

CHANGES TO BENEFIT-IN-KIND RATES

Employees and directors pay tax on the provision of a company car,
as well as on the provision of fuel for private mileage. Employers pay
Class 1A national insurance contributions (NICs) at 13.8% on the
same amount.

Company cars are taxed as a benefit-in-kind (BiK) by multiplying the
list price of the car, including most accessories, by the ‘appropriate
percentage’. This percentage is set by reference to the car’s fuel type
and level of carbon dioxide (CO,) emissions.

The taxable car fuel benefit is calculated by applying the appropriate
percentage to the car fuel benefit charge multiplier, which is
£23,400 in 2018/19. Reductions may apply where the employee
makes a capital contribution towards the cost of the car or pays the
equivalent of the benefit, and where an employee reimburses the
employer for all private fuel (merely repaying some will not nullify
the fuel benefit).

For 2017/18, a reduced rate of 9% applied for vehicles emitting no
more than 50 g/km of CO,, although as the table shows, from April
2018 the BiK rates have started to increase significantly.

Appropriate percentage (%)

(g/km) 2017 2018 2019
0-50 9 13 16
51-75 13 16 19
76 - 94 17 19 22
95 -99 18 20 23

100 - 104 19 21 24

For every additional 5g thereafter add 1% until the maximum
percentage of 37% is reached.
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The rises in the appropriate percentages will mean it is more costly
for employers to provide company cars in the future. The example
below shows the possible implications of the increase for the
2018/19 tax year.

Example

David has a company car, a BMW 318i, which had a list price
of £21,000 when it was provided new on 6 April 2017. The CO,
emissions are 117 g/km. (Note: The CO, emissions are rounded
down to the nearest 5 g/km —in this case 115.)

David’s benefit for 2017/18 is: £21,000 x 22% = £4,620. David’s
benefit will increase for 2018/19 to £5,040, being £21,000 x 24%.

Eleetvic charging points

However, there is some good news for those employers providing
electric charging points, as the government intends to exempt
employer-provided electricity from being taxed as a BiK, to apply
retrospectively from April 2018. This will apply to electricity provided
in workplace charging points for electric or hybrid cars owned by
employees.

The diesel Supplmm~|—

Changes to the supplement applying to diesel cars have also taken
effect from April 2018.

Diesel cars emit less CO, than petrol cars and so would be taxed

on a lower percentage of the list price than an equivalent petrol
car. However, as diesel cars emit greater quantities of air pollutants
than petrol cars an additional supplement of 3% of the list price
applied to diesel cars in 2017/18, up to a maximum cap of 37%.
As announced in the 2017 Autumn Budget, from 6 April 2018 the
diesel supplement has risen to 4%, although the maximum fuel rate
remains at 37% (unless the car is registered on or after

1 September 2017 and meets the Euro 6d emissions standard).
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Printed personalised factsheet
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