04 January 2007
Taxation of Vans used by Employees/Directors

As you may well be aware with effect from 6th April 2007 there will be a new single scale charge of £3,000 for vans with unrestricted private use.  There is going to be no discount available for driving older vans.

It is important to note that if the only permitted private use is driving the van from home to work there continues to be no taxable benefit.  The new rules also only apply to employer provided vans, and not to people who are self employed individuals or partners.  Where you however trade through a Limited Company and as proprietor you have use of a van for both business and private use then a taxable benefit will arise.  If fuel is also provided there is a flat rate benefit of £500 also assessable.  

It is therefore important that you clarify for your employees (and possibly yourself) how company vans are to be used.  It may be easier to do this via contracts of employment which make clear how much private use is permitted.  You should also note that any use other than home to work will be regarded as significant by HMRC and the benefits noted above will apply.  This means a van benefit of £3,000 and a potential fuel benefit of £500.  Assuming your employees are basic rate taxpayers this means £660 of additional tax payable for using the van and £110 for the fuel.  A total tax bill on an employee of up to £770.  There will also be a company National Insurance liability at 12.8% which would amount to £448.

It is therefore important you clarify with your employees how vans are to be used.  This clarification should preferably be in contracts of employment.

If you would like any assistance with reviewing your company position with regard to vans then please do not hesitate to contact us.







