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The UK government has announced an overhaul 
of company car Benefit in Kind (BIK) taxation 
rates from 2020/21 onwards. 
 
This change seems to be off of many people’s radars so we would like to take this 

opportunity to explain the implications so you are suitably prepared. 

 

This fact sheet is regarding employee taxation. If you require fleet advice on 

employer tax implications for ULEVs, please get in touch with the Covase team. 

 

Why is ULEV taxation changing?    
 

To encourage uptake of Ultra Low Emission Vehicles (ULEVs) the government gives 

them lower BIK rates compared to higher CO2 emission vehicles. To take this further, 

in the Autumn Statement 2016, the government announced its plan to incentivise “the 

very cleanest” vehicles by distinguishing between ULEVs’ different technologies and 

battery ranges. 

 

The current BIK calculation is no longer deemed adequate as this CO2-centric method 

does not take into account the bit that actually makes the car truly better for the 

environment: the electric range. For example, some hybrid cars, which have both an 

electric battery and an internal combustion engine, can travel a 100-mile journey but 

have less than 10 of those powered by its electric battery. If that hybrid car has been 

published as having 50g of CO2 per kilometre or less, their BIK rate is identical to a 

pure electric vehicle’s. 

 

How will BIK rate tables change? 
 

The government wants to address these ULEV inconsistencies in 2020/21. They have 

announced the creation of multiple new BIK rate bands for ULEVs including a new sub-

table for the lowest emitting vehicles based on their zero emission range capabilities. 

They define this range as “the maximum distance the vehicles can travel in pure 

electric mode without recharging the battery or using the combustion engine of the 

plug-in vehicle.” 

 

For the latest BIK rate tables for 2017 onwards, please see the end of this fact sheet. 

 

What action should I take as a company car driver? 
 

As we all know, government plans change. Tax rates change. We are looking at a BIK 

rate change 3 years from now and we should be realistic about these published rates 

not being set in stone. Indeed, this year we have seen company car legislation 

changes happening just months before they go live. That being said, it is all we have 
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as a future predictor. If we use it as a trend indicator or a “best guess” we can and 

should be using that knowledge to make smarter company car choices.  

 

If you are looking for consistency, think of the various Government grants, 

supplements and reductions as passing trends, all of which could be pulled at 

shockingly short notice. Our advice would be, to avoid potential pitfalls or 

disappointment, select a vehicle which emits less than 100 grams of CO2 per 

kilometre but is not a PHEV or EV because: 

 

• Low emissions mean lower company car tax rate percentages. 

• As a non-PHEV, you get more car for your budget – particularly if your 

company car bandings are lease rental-based, PHEVs are expensive because 

their list price is so high. Until electric vehicle technology (and the supporting 

infrastructure) becomes the norm, prices are unlikely to drop. 

• You will not lose any current benefits that could be removed during your 

leasing period which incentivised to you select the car in the first place: like 

free parking for PHEVs/EVs or, in the case of BIK, the dangling carrot of a 

super-low BIK rate in 2020 that gets increased while you’re under contract. 

• If the Plug in Car Grant (PiCG) is axed or reduced (again) you can expect that 

PHEVs which you may have been eligible for in one month, may no longer be 

available to you in the next. This is simply about managing your expectations 

as a driver: of all the cars in the market, PHEVs are the least predictable for 

fleets and could be abruptly removed from car lists to respond to legislation 

changes. 

• If you happen to like a vehicle which has less than 75 grams of CO2, there’s an 

added bonus; it is exempt from the recent cash allowance taxation changes. 

(In April 2017, if your employer offers a cash allowance but you instead choose 

a company car with more than 75 grams of CO2, you are taxed on whichever 

value is higher, the cash or the BIK.) 

 

Other ULEV considerations for company car drivers, which are not tax-specific: 

 

• By going for a traditional combustion engine, there are no electric charging/range 

woes including discussions around installing/using electric charging points at your 

place/s of work or negotiating your journeys around the somewhat sparse UK 

charging network infrastructure. 

• By avoiding EVs and PHEVs there are no complications with fuel expense claims: 

there are currently no industry standard pence per mile rates for electricity 

reimbursement. 

• If your company car is up for renewal in 2017/18, you may wish to consider a 3 

year lease rather than a 4 year, if your company gives you that option. This would 

avoid the 2020 band changes altogether and limit taxation uncertainties overall. 

 

If you are considering a ULEV for your next company car, the Covase team will be 

happy to talk through the advantages and disadvantages for your particular 

circumstances in more detail. Just give us a call on the number below or contact your 

account manager. 
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Related Reading: ULEV Taxation TrendsRelated Reading: ULEV Taxation TrendsRelated Reading: ULEV Taxation TrendsRelated Reading: ULEV Taxation Trends    

    

HMRC frequently takes measures to get more tax by reducing the incentive 

bracket to support the more extreme peripheries of their policy objectives. In 

2010/11 the government introduced a new CO2 band for 0 grams only and one for 

1-75 grams to help reduce pollution on our roads. In 2015/16, when the initial 

clean-vehicle tax “honeymoon” phase came to an end, the lowest tax band shrunk 

by a third to include only 0-50 grams; meaning that 51-75 gram vehicles jumped 

from 5% to 9% BIK. From that date onwards - in fact up until the announced tax 

overhaul for 2020 - you can see the pure EV and ULEV rates tracking upwards 

alongside other tax bands. 

 

To put low CO2 tax history into perspective, in just 4 years, from 2014/15 to this 

year, 2017/18, a zero emission car driver has gone from paying 0% to 9% company 

car tax. 

 

This is why we can’t recommend ULEVs in general for fleets but instead prefer to 

take a case by case assessment of what is best for the company and the driver in 

context. In a few years, when electric vehicle technology becomes more 

commonplace and the UK government respond in kind with more settled 

strategies, we can advise more generally but as for right now in 2017, we will talk 

you through your ULEV options on an individual basis to make sure any decisions 

you make are as future proof as possible. 
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ULEV Company Car Tax Benefit in Kind (BIK) Rates Table 2016/17 – 2020/21 
 

COCOCOCO2222    EmissionsEmissionsEmissionsEmissions    

(g/km)(g/km)(g/km)(g/km)    

BIK PercentageBIK PercentageBIK PercentageBIK Percentage    

2016201620162016----17171717    2017201720172017----18181818    2018201820182018----19191919    2019201920192019----20202020    2020202020202020----21212121    

Standard Diesel Standard Diesel Standard Diesel Standard Diesel Standard Diesel 

0 7% 10% 9% 12% 13% 16% 16% 19% 2% 5% 

1 - 50 7% 10% 9% 12% 13% 16% 16% 19% see table below see table below 

51 - 54 11% 14% 13% 16% 16% 19% 19% 22% 15% 18% 

55 - 59 11% 14% 13% 16% 16% 19% 19% 22% 16% 19% 

60 - 64 11% 14% 13% 16% 16% 19% 19% 22% 17% 20% 

65 - 69 11% 14% 13% 16% 16% 19% 19% 22% 18% 21% 

70 - 74 11% 14% 13% 16% 16% 19% 19% 22% 19% 22% 

 

2020202020202020----21 BIK Rates for vehicle21 BIK Rates for vehicle21 BIK Rates for vehicle21 BIK Rates for vehiclessss    emitting 1emitting 1emitting 1emitting 1----50 grams of CO50 grams of CO50 grams of CO50 grams of CO2222    per km:per km:per km:per km:    

 

COCOCOCO2222    Emissions Emissions Emissions Emissions 

(g/km)(g/km)(g/km)(g/km)    

Zero Emissions Mileage Zero Emissions Mileage Zero Emissions Mileage Zero Emissions Mileage 

CapabilityCapabilityCapabilityCapability    

BIK PercentageBIK PercentageBIK PercentageBIK Percentage    

Standard Diesel 

1 - 50 

More than 130 miles 2% 5% 

70 - 129 miles 5% 8% 

40 - 69 miles 8% 11% 

30 - 39 miles 12% 15% 

Under 30 miles 14% 17% 

 

"Standard" rate includes all non-diesel cars including petrol, electric vehicles and hybrids. 

The 3% diesel supplement has been taken into account in the diesel columns. It applies to cars run solely on diesel fuel. 


