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Introduction

Chancellor of the Exchequer George Osborne
kicked off his Spring budget speech last week
(Wednesday, March 16th, 2016) by setting out the
picture of a turbulent global economy. Below we
highlight the Chancellor’s key measures that will
impact on fleets, leasing and the motor industry.

Key announcements:

Frozen Fuel Duty
Further support for motorists through the
cancellation of the planned fuel duty increase.

Capital Allowances

The main rate threshold for capital allowances
for business cars falls from 130g/km to 110g/km
of CO2 from April 2018.

Corporation Tax
Corporation Tax will reduce to 17% in 2020.

Vehicle Exercise Duty (VED)
Revaluation of Vehicle Exercise Duty.

Insurance Premium Tax
Increased to 10% from 1st October 2016.

Electric Vehicles
The Government will review the incentive in
Budget 2018.

Company Car Tax
Continues to be CO2 emissions based with
reform on Ultra Low Emission Vehicles.

Fuel Duty

For the 6th successive year it has been announced
that there will be a further freeze of the fuel duty.
This freeze means it is the longest fuel duty freeze
in over 40 years. This could help fleets contain
costs and equates to a saving of £75 for a typical
motorist compared to the proposed increase.

Capital Allowance Reduction

From April 2018, the main rate threshold for capital
allowances for business cars will reduce from 130g/
km to 110g/km of CO2 to reflect falling vehicle
emissions. No announcement was made on the
CO2 emissions level for the 15% flat rate reduction
in corporation tax relief for leased cars, it is
anticipated that this will also reduce to 110g/km in
April 2018 to remain aligned with the threshold for
purchased cars.

The 100% First Year Allowance for businesses
purchasing low emission cars is extended for a
further 3 years to April 2012, with the FYA threshold
falling to 50g/km of CO2 from April 2018.

Corporation Tax

As previously announced, from 1 April 2016 the
large companies rate will be in line with the small
companies rate of corporation tax which will
remain at 20%. Corporation Tax will reduce to 19%
in April 2017 with a further reduction to 17% in
April 2020.

Vehicle Exercise Duty (VED)

From 1 April 2016 VED rates will increase in line
with RPI (Retail Price Index) and the VED rates for
Euro IV and V light goods vehicles are frozen for
2016/17.

The Government is introducing a new VED system
for cars registered on or after 1st April 2017. The
scheme will be similar to the current system with a
“first year” rate and a subsequent “standard rate”.
As currently, the first year rate will be based on the
CO2 emissions of the car, but the subsequent
standard rate will move to a flat rate of £140 per
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annum for all cars regardless of emissions. One Company Car Tax
exception is cars emitting 0g/km of CO2 will pay no

VED on the first year or standard rates. From 2016 the Government is retaining the 3%

diesel supplement differential so that diesel cars
A completely new element of VED is that cars with a will not be subject to the same level of tax as petrol
list price above £40,000 will attract a supplement of cars until 2021. From April 2019, the appropriate

£310 per year for the first 5 years in which the percentage of list price subject to tax will increase
standard rate is paid (therefore years 2-6 of by 3% to a maximum of 37%.
ownership).

The Government announced that it will continue to
It has also been announced that the revenues base Company Car Tax on CO2 emissions of cars,
raised from VED will go into a road fund from and will consult on reforming the lower CO2 bands
2020/21 and will be spentin England on building  for ultra-low emission vehicles to refocus incentives
and maintaining the roads. on the cleanest cars beyond 2020/21.
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Insurance Premium Tax (IPT)

The IPT standard rate increases to 10% from 1
October 2016 which will result in an increased cost
for fleets as well as an increase for private drivers.

Electric Vehicles

Between 6 April 2016 and 5 April 2018, the Van
Benefit Charge for zero-emissions vans (electric
vans) will be 20% of the charge for conventionally
fuelled vans for the tax years. This will be followed
by 40% in 2018/19, 60% in 2019/20, 80% in 2020/21
and 90% in 2021/22 with the rates equalised in
2022/23.




