
Electric Company Cars 

Despite rising tax charges year on year, many people still enjoy the convenience offered by a company car. The 

benefit in kind tax rules reward those who choose cheaper, lower emission cars with a lower tax bill. This policy is set 

to continue. From 2020/21, new appropriate percentage bands are to be introduced for ultra-low emission cars, 

which will take account of the electric range of the car, as well as the car’s CO2 emissions. 

This is not the first time that tax policy has been used to encourage drivers to go electric. From 6 April 2010, for five 

years it was possible to drive an electric car tax-free as throughout that period the appropriate percentage was zero 

for zero-emission cars. The problem was that at that time electric cars had yet to become mainstream. 

Fast-forward to 2020/21 and the likelihood is that electric cars will be a viable option for the company car fleet. 

Now 

Since the zero rate for zero-emission cars came to an end on 5 April 2015, electric cars have been taxed according to 

the appropriate percentage for cars falling within the 0 – 50g/km CO2 emissions band. This was set at 5% for 

2015/16 and at 7% for 2016/17. For 2017/18, the appropriate percentage for this band is 9% and it will further 

increase to 13% for 2018/19. 

Since 6 April 2016, the charge has increased each year, meaning a driver of an electric company car will pay more tax 

in the current year than in the previous one. 

Example 

Richard has an electric company car costing £20,000. He is a higher rate taxpayer. Assuming he acquired the car on 6 

April 2016 and will keep it until 5 April 2019, he will pay tax on the benefit as follows. 

Tax year Benefit in kind charge Tax bill (@ 40%) 

2016/17 £1,400 (£20,000 @ 7%) £560 

2017/18 £1,800 (£20,000 @ 9%) £720 

2018/19 £2,200 (£20,000 @ 11%) £880 

  

2020/21 onwards 

From 2020/21, new appropriate percentages apply to ultra-low emission cars. Where the emissions fall in the 1 – 

50g/km band, the percentage will also depend on the electric range of a car – with a lower percentage applying to 

cars with the greatest electric range. 

CO2 emissions Electric range Appropriate percentage 

0 N/A 2% 

1 – 50g/km 130 miles or more 2% 

70 – 120 miles 5% 

40 – 69 miles 8% 

30 – 39 miles 12% 

Less than 30 miles 14% 

51 – 54g/km N/A 15% 

55 – 59g/km N/A 16% 

60 – 64g/km N/A 17% 

65 – 69g/km N/A 18% 

70 – 74g/km N/A 10% 

 

Those driving electric cars or cars with a good electric range will see their tax bill drop from 2020/21. The benefit in 

kind value on a £20,000 electric car in 2020/21 will only be £400, costing a higher rate taxpayer £160 in tax – 

considerably less than the £880 payable in 2018/19. 

 



Planning ahead 

Employers looking to provide tax-efficient company cars in the future should consider electric cars and hybrid 

models with a good electric range.  

 


