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Introduction 

It is a great pleasure to present you the PwC 2020 Global Automotive Tax Guide.  

The Guide provides a unique oversight of tax aspects related to the use of cars in 43 of the world’s most 

relevant car markets. The Global Automotive Tax Network of PwC has collected and summarized useful 

information on the key tax aspects such as custom duties upon car importations, car registration duties, 

and car taxation – both from a direct and indirect tax perspective, as well as company car taxation rules in 

those countries. We trust that you will find this guide an extremely useful tool in supporting your 

organizations’ tax strategy. 
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Argentina 

1. Importation of vehicles 
1.1. Customs duties 
1.1.1. New vehicles 

A new “Mutual Agreement on Automotive Policy between the Republic of Argentina and the Federative 

Republic of Brazil” is in force until June 30, 2029,  which establishes a scheme of quotas for local imports 

for every dollar exported, until the liberalization of bilateral trade of automobiles and auto parts is reached 

on July 1, 2029. The current scheme referenced establishes that as of July 1, 2020 until June 30, 2023, for 

every USD exported to Brazil, a quota of USD 1,8 may be imported. This coefficient is said to be updated 

until the bilateral trade is fully liberalized.  

The mentioned agreement also determines that automotive products will be considered originating from 

either party (Argentina or Brazil), provided that they incorporate a minimum regional Mercosur content of 

50%. For all imports of vehicles that comply with this regional content coefficient as well as other 

requirements an 0% import duty will be applicable (certain exceptions may apply to the mentioned import 

duty reduction). Regarding specific vehicles (pickups, trucks, farm equipment, etc.) an annual quota to 

import with 0% import duty has been regulated; to apply for this quota the automotive products must 

comply with a minimum regional content of 35%. 

The agreement also establishes a 35% import duty for motor vehicles that do not originate from either of 

the parties (Argentina or Brazil), with exceptions regarding temporary tariff concessions envisaged in the 

domestic legislation of each country. 

The Republic of Argentina has established a 100% tax concession for the Republic of Uruguay (0% ad 

valorem tariff for intrazone trade) and Republic of Paraguay for certain vehicles provided they meet 

requirements relating to origin and other conditions stipulated in the agreement. 

Certain vehicles are included in the Free Trade Agreement between Egypt and Mercosur which is in force 

since September 1, 2017. This Free Trade Agreement establishes that customs tariffs will be reduced by a 

certain percentage annually until they are completely eliminated. For the different vehicles included in the 

agreement, different deadlines are established to reach tariff reduction of customs duties, being a 10-year-

term the longest term of relief. There is also a Free Trade Agreement with Israel which establishes a 

gradually relief of import duties for certain vehicles. To be benefited with the tariff reductions, vehicles 

must meet the origin requirements envisaged in these Free Trade Agreements.    

Consequently, while the import of vehicles has a general import duty rate of 35%, according to different 

Free Trade Agreements in force, there may be up to a 100% tax concession if the vehicles meet certain 

requirements therein established.  In case of import of certain hybrid or electric vehicles, the import duty 

can be reduced as well. 

1.1.2. Used vehicles 

Nationalization of used vehicles in the territory is not allowed, except under the special conditions 

envisaged in the prevailing legislation: 

• Motor vehicles belonging to Argentine citizens who have been foreign residents for no less than one year 

returning to the country for definitive residence 

• Motor vehicles belonging to foreign citizens who have obtained the right to reside in the country 

• Motor vehicles belonging to foreign citizens on an official mission who fulfil the corresponding legal 

rules 
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• Antique vehicles or historical cars, which are more than 30 years old and whose FOB value is not less than 

12,000 USD  

• Motor vehicles with special features relating to their use or purpose (for example, cars adapted for use of 

disabled persons) authorized by the Application Authority and its verification of no local production or 

that the local production is not enough 

1.1.3. Hybrid vehicles 

Reductions of the import duty rates have been established for the import of vehicles with alternative 
motoring in order to stimulate the creation of a market that allows the use of new technologies fostering 
the development of a local industry with these characteristics.  

In this sense, import duties for the import of specific parts used in electric cars were eliminated and import 
duties of finished hybrid cars have been reduced to 0%, 2% or 5%, according to the tariff code and to 
certain quotas.  

1.2. Taxes and rates applicable to vehicle imports 
1.2.1. Value-added tax (VAT) 

Vehicle imports are subject to VAT. The applicable rates range from 10.5% to 21% according to the type of 

vehicle. The basis for calculation of this tax is the CIF value plus the statistical tax and the corresponding 

import duties. The import tax paid may be used as a tax credit by taxpayers registered under the VAT, with 

certain limitations (see section 6.2). 

1.2.2. Additional VAT for registered taxpayers 

For cars subject to a 21% VAT, the additional tax rate payable is 20%. In the case of cars subject to a 10.5% 

VAT rate, the additional tax rate payable will be 10%. 

This additional rate may be used as payment on account of the tax without applying the limitations listed in 

section 6.2. 

Imports of goods that constitute fixed assets for the importer are exempted from the additional tax rate. 

1.2.3. Statistical tax 

Until December 31, 2020 an increase of the applicable rate has been applied resulting in a 3% of the CIF 

value, being now the maximum payable value USD 150.000 per shipment.  

• Certain exceptions for which the rate does not apply have also been established. The following are 
some of those exemptions: 

• Goods originating from MERCOSUR member states 

• Capital goods imported for the use in the hydrocarbon production from unconventional reservoirs, 
included in the specified tariff codes 

• Goods imported under the following regimes: used production lines, used hydrocarbons, used capital 
goods and assets belonging to large investment projects 

• Temporary import suspensive destinations, regardless of the regime by which they are processed 

1.2.4. Additional income tax for registered taxpayers 

A 6% tax rate must be paid using the same basis of calculation as for the VAT.  

Imports of goods that constitute fixed assets for the importer are exempted from this additional tax rate, 

among other exceptions. 

This additional tax rate may be used by the importer as payment on account of the tax. 
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1.2.5. Gross revenue tax for registered taxpayers 

The general payable rate is 2.5% using the same basis of calculation as for VAT. However, since August 1, 

2016 each jurisdiction is able to establish its own rate, which can differ from the general one mentioned 

above. 

Imports of goods that constitute fixed assets for the importer are exempted from this additional tax rate, 

among other exceptions. 

This additional tax rate may be used as payment on account of the tax by the importer, as applicable in each 

province. 

See specific comments in section 9. 

1.2.6. Excise tax 

Some imported motor vehicles are subject to an excise tax. The applicable rate varies depending on the 

tariff position of the goods and the declared valued for the importation. 

• For motor vehicles destined for passenger transport (excluding buses, ambulances, among others) with 

an import value above 1,451,300.18 ARS: the applicable rate is 20%. 

• Motor vehicles destined for passenger transport (excluding buses, ambulances, among others) with an 

import value above 2,679,323.40 ARS: the applicable rate is 35%.  

1.3. Import of goods under contracts with a price adjustment clause 
between related companies, with participation of third-party operators 

Through a new resolution, those interested in declaring definitive imports subject to a price adjustment 

clause between related companies with participation of third party operators, prior to registration in the 

Malvina Information System (SIM), must file a copy of the contract to be authorized by the customs 

service.  

Once the transaction is authorized, the definitive import can be prepared; the request for destination must 

be accompanied by a provisional sworn statement, subject to review by the customs service. The importer 

may modify this sworn statement, based on the contractual provisions previously informed. 

Within 180 (one hundred and eighty) calendar days after the end of the tax period, the importer must 

submit to the customs service the documentation supporting the final value of the goods, according to the 

contract filed and objective and quantifiable criteria, as well as data and documentation on the economic 

group and the third party operator. 

Should there be an increase in price after the goods were dispatched, the pertinent tax system will be 

applied, and interest will accrue from the registration date of the definitive import to the effective payment 

date. 

Importers that do not comply in due time and manner with filing the documentation referred to above will 

be automatically excluded from operating under this modality, and the customs service will be entitled to 

apply the penalties pursuant to customs regulations. 

1.4. Authorized Economic Operator (AEO) 

The Federal Administration of Public Revenue, following the guidelines of the World Customs 

Organization, implemented the AEO program for importers and exporters.  This program consists in 

dutiful compliance with customs, tax and social security obligations, as well as those related to the safety of 

goods and the integrity of the logistics chain. This program implies a mutual commitment between 

Customs and Foreign Trade Operators, with the main purpose of ensuring safety and fluency of customs 

operations, allowing more competitiveness to the operator and improving the allocation of resources by 

Customs. 
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When filing their application to join the program (which is free of charge and voluntary), the interested 

party must meet certain requirements to be benefited with the AEO certification.  The benefits of being 

AEO include easier, simpler and more direct access to the customs administration; priority attention in 

contingencies; acceleration of procedures before the control authorities; fewer physical and documentary 

controls (operations register by green channel of selectivity -  mainly); ease to adhere to simplified customs 

procedures and the possibility of benefiting from Mutual Recognition Agreements celebrated with other 

countries; resulting in a reduction of time and costs, also in the countries of destination of the 

merchandise. 

1.5. Mercosur and European Union Free Trade Agreement 
1 After 20 years of negotiation, the Free Trade Agreement between Mercosur and the European Union 

(“EU”) was achieved, being a fact of great importance in the global context as it is the broadest agreement 

that two commercial blocks have achieved, resulting in the creation of a market of goods and services of 

800 million consumers. 

 
2 With regard to the trade of goods, the main provisions include the elimination of most of the applicable 

export and import duties, which in some cases will occur immediately, while in others it will take up to 15 

years. 

 
3 With regard to the trade of services, service providers from both the EU and Mercosur will be able to 

access the counterparty market under the same conditions as nationals. 

Important changes are also expected regarding investments and the elimination of non-tariff barriers and 

benefits for Small and Medium Enterprises. 

Although the final text of the agreement has not yet been finalized and, subsequently, must be ratified by 

the participating countries (which is estimated to take approximately 2 years), it is expected to bring 

significant advantages for Mercosur. 

2.  Car registration 
2.1. When does a car need to be registered? 

Registration of ownership before the National Vehicle Registry (hereinafter, the “Registry”) is mandatory 

for the following vehicles: cars; trucks; pickups, including traction units for articulated vehicles; light 

trucks; cross-country vehicles; jeeps; distribution vans and minivans; buses and microbuses, as well as 

their respective traction vehicles and trailers; agricultural vehicles, including farm machinery; tractors; 

combined-harvesters; derricks; road maintenance machinery; and any other automotive vehicle. 

Vehicles registered for the first time will be assigned a single ownership number. The Registry will issue an 

electronic title in the name of the owner of the vehicle. 

In case of vehicles assembled outside a vehicle manufacturing plant or assembly facility, the vehicle 

registration applicant must furnish evidence of the origin of the assembled parts in the unit before the 

relevant Registry. 

New vehicles imported or manufactured in the country, under the ownership of the importer, manufacturer 

or car dealer, may only be driven using a temporary ownership certificate and number plate before sale to 

the public. 

Registration of the transfer of used vehicles may be requested electronically through the website of the 

National Vehicle Registry by any of the parties involved (transferor or transferee). 

Notwithstanding the latter, in principle, both parties will need to attend to the pertinent Registry to certify 

their signatures and submit certain original documents of the transfer deal. 
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2.2. Who can register a car? 

Vehicles must be registered in the name of the owner and the latter must have a permanent address in 

Argentina. 

The transfer of vehicle ownership may be formalized by public or private document (public document 

implies the involvement of a notary), and will only be enforceable before third parties as from the date of its 

registration with the Public Registry through a specific form. 

2.3. Is a foreign owner allowed to register a vehicle in the country? 

Argentine legislation allows foreign individuals or entities to own and register vehicles. For such purpose, 

foreign individuals must provide their Argentine Identity Document (DNI) if having obtained a permanent 

residency or their Passport or Argentine DNI, if having obtained a temporary residency. Foreign entities 

must have both, an appointed legal representative and a registered domicile in Argentina. 

Consequently, foreign entities may only register vehicles if they are duly registered before the Corporation 

Control Authority (i.e. in the form of a branch or representative office). 

The vehicle will be registered at the place of residence of the owner for all legal and tax purposes, or at the 

address the person who has custody of the vehicle. 

2.4. Can a vehicle with a foreign number plate be used on public roads? 

As a general rule, vehicle owners driving in Argentina must register their vehicle with the Registry. 

As an exception to this rule, Argentine legislation establishes that the use of foreign vehicles (holding 

foreign number plates) is permitted provided both owner and vehicle have entered the country lawfully. 

Usually, foreign vehicles entering the country may circulate freely for a maximum period of eight months 

following the date of entry. Under certain circumstances (visa extension issued to the owner of the vehicle), 

an extension of the eight-month period may be requested for the vehicle. 

3. Car taxation 
3.1. What are the different car taxes? 

The following taxes may apply to the purchase, import, registration, maintenance as part of net worth, sale 

and export of vehicles: 

• Registration tax 

• Car tax or license tax 

• Personal assets tax (individuals) 

• Income tax 

• VAT 

• Gross revenue tax 

• Excise tax 

• Export customs duties 

• Stamp tax 

3.2. Registration tax 
3.2.1. Taxable event 

Save in special cases, all procedures carried out before the Registry require the payment of a fee. 
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This fee must be paid to carry out new vehicle ownership registration, transfer of ownership of used 

vehicles, change of address (province or municipality), etc. 

3.2.2. Taxable person 

The fee must be paid by the person in whose name the vehicle is registered. 

3.2.3. Tax due 

The fee payable for initial vehicle registration and/or vehicle ownership transfer amounts to 1.50 (domestic 

vehicles) or 2% (imported vehicles) of the market value of the vehicle, in line with an approved valuation 

table. Other fees may be of application to comply with certain formalities required to register the vehicle. 

3.2.4. Tax period 

The tax must be paid when a vehicle is registered or re-registered by a new owner/user. 

3.3. Car tax or license tax 

The car tax or license tax applies to vehicles in general and is usually paid in the province where the vehicle 

is registered or, in certain jurisdictions, where the vehicle is usually kept, used in carrying on economic 

activities or where the owner is domiciled.  Argentina has 24 provinces, including the Autonomous City of 

Buenos Aires. 

3.3.1. Taxable event 

Vehicles registered in a given province are subject to an annual tax which varies according to the year the 

vehicle was manufactured (or “model”), manufacturer model, type of vehicle, category and/or valuation, as 

stipulated in the tax law. 

3.3.2. Taxable person 

Owners and/or buyers of automotive vehicles must pay the tax. 

3.3.3. Tax due 

The tax base usually comprises the valuation of the vehicle, based on values that stem from official 

organisms or automotive market information. The rate stipulated by the tax law of the province where the 

vehicle is registered is applied to the tax base obtained from these sources. 

The tax rate varies from one province to another. For instance, while the City of Buenos Aires applies a 

progressive tax rate based on the tax base of the vehicle, ranging from an annual 3.20% to 5%, in the 

Province of Buenos Aires the tax rates vary from 3.55% to 6.37%. 

Certain provinces – including the City of Buenos Aires – envisage annual discounts for vehicles with no 

prior debt and/or additional rates directed at raising funds for specific purposes. For instances, the 

Province of Buenos Aires, offers a 20% discount in case of new vehicles acquired within the last 5 years if 

certain requirements are met. 

3.3.4. Tax period 

The license tax is levied on an annual basis, but can be paid in bimonthly, quarterly or four-month 

instalments according to the rules in each province. 

3.4. Personal assets tax 

This tax applies to the net worth in the country and abroad of individuals residing in the country at 

December 31st each year. The tax rates, for fiscal period 2019 and following ones range between 0.5% and 

1.25%. Notwithstanding this, for fiscal years 2019 and 2020, assets located abroad are subject to tax rates 

ranging between 0.70% and 2.25% (there are special provisions that reduce these higher tax rates in case of 

taxpayers that repatriate funds to Argentina). In all cases, there is a minimum exempt amount of AR$ 

2,000,000. 

Individuals that do not reside in Argentina and who own assets in the country are subject to this tax at a 

0.5% tax rate, applied to the value of their assets, with no minimum net worth exempted from the tax. 
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Motor vehicles are included in the calculation of this tax based on their valuation for tax purposes or 

purchase value less accumulated depreciation, whichever is greater, during the first five years of 

ownership. 

3.5. Tax on minimum presumed income (IGMP) 

The IGMP has been repealed as of fiscal year 2019. 

3.6. Income tax (IG) 

Income tax paid in respect of the taxpayer’s net income amounts to 30%, expected to drop to 25% as from 

fiscal year 2021, for legal entities, whereas individuals are subject to a progressive rate ranging from 5% to 

35% only when their activities are regularly subject to the tax. In other words, it does not affect incidental 

transactions. 

See specific comments in section 9. 

3.7. VAT 

This tax is levied on sales of movable property, service renderings and contracts, imports of goods and, 

lastly, renderings carried out abroad whose effective use or working takes place in the country (service 

imports). 

The general rate amounts to 21% and is applied to the price of the taxable event, although there are 

differential rates ranging from 10.5% to 27%. 

The tax liability is calculated by applying the tax rate to the tax base, and any tax credit available for the 

purchase of supplies and hiring of services can be discounted from the tax liability provided these stems 

from transactions subject to the tax. 

This applies to taxpayers registered under the tax, but not to end consumers (the general public), who pay a 

final price without becoming VAT taxpayer. 

Exports are exempted from this tax. However, tax disbursements made in order to carry out exports 

leading to a tax credit may be taken up by the taxpayer. Local regulations envisage that exporters are 

entitled to request tax refunds from the State Treasury when the taxpayer has a credit balance. 

See specific comments in section 9. 

3.8. Gross revenue tax 

This is a provincial tax whose scope and rate vary according to the rules prevailing in each province. 

However, it applies generally to transactions involving goods and services carried out in each jurisdiction. 

Individuals must pay this tax only in respect of economic activities carried out regularly and not for 

incidental activities. 

The price paid constitutes the tax base and the tax is generally paid in the province where the seller resides 

or the province where the transaction takes place. 

Although in various provinces revenues from the sale of fixed assets are exempted from this tax, in those 

where it is levied the average rate applied to the sale of vehicles usually ranges from 2.3% to 5%. 

It has been agreed between the Federal and Provincial Governments that the latter will enforce a 

progressive reduction in turnover tax rates for the manufacturing industry (including the automotive 

industry) up to 0% in 2022. Notwithstanding the above mentioned, Congress has recently passed a law 

which states the suspension of such progressive reduction for 1 (one) calendar year. 

See specific comments in section 9 (“Selling a car”). 
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3.9. Stamp tax 

This tax is applied according to the legislation in force in each province and is generally applied to the 

economic value of agreements or contracts executed in their territory or whose economic effects take place 

in their territory. 

Consequently, the sale of vehicles by contract (which is not a legal requirement) is subject to this tax 

according to the rate in force in each jurisdiction, which ranges from approximately 1% to 3%. 

4. Income taxes – taxable persons 
The income tax law establishes that amortizations relating to cars and related leases (included those 

relating to leasing contracts) in excess of the permitted amount are not deductible for tax purposes. The 

permitted deductible amount for cars is up to 20,000 ARS (which implies deducting only 4,000 ARS per 

year over 5 years). 

Car fuel, lubricant, license, insurance, regular repair and general maintenance and running expenses – 

other than inventories for the vehicle owner – in excess of an annual 7,200 ARS are not deductible. 

The above limit also applies to vehicles intended for passenger transport, although not to cargo transport 

vehicles (trucks, light trucks, pickups, etc.). 

Car-related expenses eligible for tax deduction only apply to taxpayers registered under the tax and 

provided the related vehicle is used for the activity subject to the tax. 

In the cases where the above limit applies, the ensuing deductible amount will be proportionately low 

compared to the invested capital, since there is currently no vehicle priced below 800,000 ARS on the 

Argentine market. 

The deductible limit referred to above does not apply to cars that constitute the main purpose of the taxable 

activity (rental companies, taxi/cabs, trade travel, etc.). 

5. VAT 
5.1. General 

Cars are subject to this tax at a general 21% rate, whereas vehicles that qualify under specific regulations as 

“Capital Assets” (utility or cargo vehicles such as trucks, pickups, etc.) are subject to a reduced 10.5% rate. 

With regard to sales of vehicles in the latter category, considering that purchases and supplies necessary to 

manufacture these vehicles are generally subject to 21% VAT, if the tax rate difference (21% versus 10.5%) 

leads to a tax credit in excess of the tax liability (credit balance), the tax law envisages a mechanism for the 

refund of this tax surplus using a similar procedure to that envisaged for export tax refunds. 

5.2. Deduction 

In principle, the VAT stemming from purchases or imports relating to taxed transactions can only be used 

as a tax credit. 

Purchases, imports and leases of cars (including those relating to leasing contracts) for amounts above 

20,000 ARS will only generate a tax credit up to the referred amount (up to a tax limit of 4,200 ARS). 

This limitation does not apply when the unit constitutes an inventory item for the purchasing party or the 

main purpose of the taxed activity. The law provides as examples vehicle leases, taxi/cabs, trade travel, etc. 

The above limitation does apply to vehicles used for passenger transport, although not to cargo transport 

(trucks, light trucks, pickups, etc.). 

When the limitation applies, in practice, the amount that can ultimately be used as a tax credit is 

proportionately low compared with the invested capital, since in the Argentine market there are currently 

no vehicles priced less than 800,000 ARS. 
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5.3. Hire purchase: Supply of goods? 

Leasing contracts are subject to VAT throughout the duration of the lease. When the purchase option is 

exercised the transaction becomes a sale. 

VAT on leases is payable at the time the lease expires or when the rental fee is paid. 

The purchase option is subject to VAT as if it were a sale, and the tax base is the price of the vehicle as 

calculated under the income tax when the transaction is similar to a finance contract or a lease. In other 

words, the taxable event takes place upon the delivery of the good, issue of the corresponding invoice, or an 

equivalent act (whichever takes place first) for the value of the purchase option. 

Additionally, both the value of the rental fees and the value of the purchase option are subject to the gross 

revenue tax, which is payable by the party delivering the good. See special comments under section 9, 

“Selling a car”. 

5.4. Leasing: Supply of services? 

According to the regulation, leasing contracts involve an agreement between a delivering party and a 

“taker” whereby the former transfers ownership of an asset in exchange for the payment of a fee (similar to 

a valuable consideration for the rental of the asset) by the latter, and granting the latter a purchase option 

upon the termination of the contract. 

In other words, at the beginning of the contract, rather than acquiring ownership of the asset, the user 

acquires the beneficial use or enjoyment of it. 

The law establishes different types of leasing and, together with the corresponding regulation, establishes 

their tax implications for the delivering party and the recipient or “taker”. 

The relevant tax benefits for the recipient include the following: 

• Deductibility of related fees under the income tax. 

• Deferment or prepayment of VAT applicable to the corresponding fees, as agreed by the contracting 

parties. 

• The benefit of not considering the leased good as an asset under the tax on personal assets tax, at least 

until the purchase option is exercised, provided the transaction is not similar to a purchase. 

It is worth noting that when leasing cars worth more than 20,000 ARS, the tax credit can only be calculated 

based on this maximum allowed value (i.e. a tax credit limit of 4,200 ARS). 

This limit does not apply when the unit constitutes an inventory item or the main purpose is the taxed 

activity for the acquirer, as exemplified in the law: rental, tax/cabs, trade travel, etc. 

This limit applies to vehicles for passenger transport and not to cargo transport vehicles (trucks, light 

trucks, pickups, etc.). 

When the limitation applies, in practice, the amount that can ultimately be used as a tax credit is 

proportionately low compared with the invested capital, since in the Argentine market there are currently 

no vehicles priced less than 800,000 ARS. 

The above limitation also applies to the leasing of cars other than those governed by Argentine regulations 

relating to leasing contracts. 

6. Company car 
6.1. VAT/sales tax due on private use of company cars 

Although there are rules for shareholders and similar, there is no specific Argentine legislation relating to 

the total or partial private use by employees of cars belonging to the employer. 
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Nevertheless, there are three types of use of vehicles by employees worth noting: 

Use exclusively for work purposes 

This has no impact on the employee; amortizations and expenses stemming from the use of the vehicle are 

deductible for tax purposes with the limitations listed in section 4. 

Exclusively private use 

In this case, since the use of the vehicle is not necessary for work purposes, this type of use is considered a 

fringe benefit supplementing the monetary remuneration of the employee. 

As a fringe benefit of the employee, the economic valuation of the personal use of the vehicle is subject to 

the applicable social security charges, in addition to employee-related income tax (paid through a 

withholding at the source by the employer, who acts as a withholding agent). 

The amount recognized as a work benefit for the employee constitutes an expense of the employer that is 

100% deductible for tax purposes. The limit to the amount of the deductible expense for vehicles described 

in section 4 does not apply in this case. 

Work and private use 

When an employee uses a vehicle for work activities as well as for private use, the proportion of each type of 

use must be determined, and each portion must be dealt with accordingly for tax purposes, as described 

above. 

6.2. Company car in personal tax returns – benefit in kind 

As mentioned above, an employee that has full or partial private use of vehicle/s owned by the employer 

must pay the corresponding income tax on that use. 

This is done as a withholding at the source carried out by the employer. 

6.3. Other taxes on company cars 

As mentioned previously, the value established for vehicles allocated to private use by employees is 

considered a fringe benefit that supplements the employee’s salary, and therefore is subject to the social 

security charges applicable to the employer and the employee. 

This type of personal use of vehicles has no other tax implications, since the employee’s remuneration is 

not subject to taxes such as VAT or gross revenue tax. 

7. Income taxes – driver’s personal taxation 
7.1. Private use 

Private use of a vehicle by the owner has no tax implications and cannot be used as a deductible expense 

under any tax since it is not associated to any taxable economic activity. 

7.2. Commuter traffic 

The use of cars owned by employees to commute between their place of residence and fixed work location 

does not qualify for any specific deductions or tax benefit. 

In theory, the income tax law allows employees to take a fixed deductible amount comprising estimated 

work-related expenses, independently of how the worker commutes to the workplace. 

The use of cars owned by individuals in economic activities other than those relating to their work as 

employees may be deducted from the personal income tax return, with the limitations described in section 

4. 
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7.3. Business kilometers 

Generally speaking, Argentine tax regulations do not contain specific instructions regarding this matter. 

Nevertheless, the cost related to the use of a car owned by an employee in work activities (visits to clients, 

transport of goods, etc.) is generally reimbursed by the employer based on an economic estimate of mileage 

or kilometers covered, plus fixed costs such as toll fees, parking, etc.). 

8. Selling a car 
8.1. Taxable persons 

When a taxpayer registered under the VAT sells a motorcar, the transaction is subject to VAT, generating a 

tax liability for the seller, regardless of any limitation to the amount allowed to be used as a tax credit at the 

time of the purchase. 

As mentioned in section 6, the applicable rate ranges from 10.5% to 21%. 

Additionally, the net proceeds from the sale will be subject to income tax, calculated as the difference 

between the sales price and the corresponding tax valuation. 

The tax valuation of the unit is the purchase value adjusted at the date of sale of the vehicle (tax adjustment 

is currently applicable only to assets purchased on or after January 1, 2018) less amortizations relating to 

the years of useful life of the vehicle until the fiscal year prior to its disposal. 

The income tax rate for legal entities is currently 30% expected to drop to 25% as from fiscal year 2021, 

while individuals pay a progressive rate ranging from 5% to 35%. 

As mentioned in section 3.8, in certain provinces the sales price is subject to the gross revenue tax, at rates 

ranging from 2.3% to 5%, except when the vehicle constitutes a fixed asset for the seller. 

It has been agreed between the Federal and Provincial Governments that the latter will enforce a 

progressive reduction in turnover tax rates for the manufacturing industry (including the automotive 

industry) up to 0% in 2022. Notwithstanding the above mentioned, Congress has recently passed a law 

which states the suspension of such progressive reduction in turnover tax rates for 1 (one) calendar year. 

Additionally, the first sale of vehicles in the country is subject to a 20% or 35% excise tax in case of cars for 

passenger transport with a sales value above 1,451,300.18 and 2,679,323.40 ARS respectively. These 

amounts are updated quarterly on the base of the variation in the Consumer’s Index Price (“IPC” by its 

Spanish name) published by the National Institute of Statistics (“INDEC”). Next update will take place in 

December 2020. 

Excise tax paid on the import of these vehicles may be used as a tax credit (see section 1.2.6). 

Lastly, it is worth noting that the export of vehicles is currently subject to a 0% export duty. 

8.2. Private individuals 

In principle, the private sale of motorcars is not taxed, provided the transaction is incidental. 

In these cases, there would be no tax credit relating to the purchase and no deductible amount under the 

income tax by way of amortization and maintenance and upkeep expenses relating to the vehicle. 

9. Future developments 
The Argentine automotive market has grown significantly in the last decade, with levels of production and 

domestic and export sales increasing on an annual basis. 

Meanwhile Brazil, which is the main destination of Argentine exports, has been experiencing political and 

economic crisis, which negatively affected the demand for vehicles produced in our country. 
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A change in the government authorities in December 2019 brought major changes in different regulations 

and aspects of the economy, including a wide tax reform that took place by the end of 2019. Foreign 

exchange restrictions were also restated.  

Additionally, the current COVID-19 pandemic has seriously affected the financing of the states both given 

the reduction in tax collection due to lower economic activity and the higher state aid provided to mitigate 

its effects.  

During 2019 and 2020, due to diverse internal and external factors, the official FX rates considering the 

Argentine peso and the US dollar has plummeted almost 33%. However, the strengthening of foreign 

exchange restrictions and both a new income tax withholding regime as well as a new tax passed by 

Congress and imposed over the acquisition of foreign currency has increased the gap existing between the 

official and other legal exchange rates, almost 100%, leading Argentina into a deeper economic recession 

which affects several industries including the automotive.  

According to official data, automobile production in the period January to August 2020 fell 36.98% 

compared to the same period in 2019. 

Under the above framework, although there have not been any official announcements, several tax reforms 

are being analyzed or claimed by different economic sectors. In this regard, such reforms are aimed at 

strengthening the collection of taxes, the incorporation of new taxes on individual’s wealth as well as 

increases in income tax rates which may indirectly affect taxation of vehicles on both corporations and 

individuals.  

10. Legal background 
Supplementary laws and regulations relating to income tax, VAT, sales tax, social security charges, customs 
duties, etc. 
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Austria 

1. Car registration 
1.1. When does a car need to be registered? 

In order to obtain a registration number (number plate), cars used on Austrian public roads have to be 

registered with the local authorities (in general organised by the insurance company upon conclusion of an 

obligatory motor vehicle insurance contract). Fees for registration amount to 193.50 EUR (including costs 

for the number plate). The vehicle registration certificate can be requested in an alternative “credit card” 

format for an additional fee of 23.50. EUR 

1.2. Who can register a car? 

The economic owner, i.e. the legal owner or the main user of the car, is obligated to register it. Registration 

is often done by the insurance broker. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

A foreign (economic) owner can only register his vehicle in Austria if he has his domicile in Austria. 

1.4. Can a vehicle with a foreign number plate be used on public roads? 

In general, it is permissible to use a vehicle with a foreign number plate for a period of up to one year if the 

permanent location of that car is not in Austria. 

The permanent location is assumed to be in Austria if the owner or driver of the car has his domicile in 

Austria. In this case, the driver/owner of the car must register the car within one month after the transfer 

of the car to Austria. 

2. Car taxation 
2.1. What are the different car taxes? 

Upon the registration and use of a car, the following car taxes become due: 

• Car licence duty (Normverbrauchsabgabe, or NoVA) 

• Motor vehicle tax (Kraftfahrzeugsteuer, or KfzSt//motorbezogene Versicherungssteuer, or 

motorbezogene VersSt) 

2.2. Car licence duty (NoVA) 
2.2.1. Taxable event 

The supply of cars which have not yet been registered in Austria, or the first registration of passenger 

vehicles in Austria, is subject to a car licence duty. Intra-Community acquisitions are also subject to a car 

licence duty (the acquisition by authorised car dealers for further delivery is excluded from this regulation). 

General exemptions apply to taxis, show cars, etc. 

2.2.2. Taxable person 

The supplier (seller) respectively the acquirer in case of Intra-Community acquisitions of the car (e.g. car 

dealer) is usually liable for the car licence duty. 

2.2.3. Tax due 

According to an ECJ ruling from 2010 (Commission v Austria, C-433/09), the car licence duty is not 

included in the VAT base for the supply of cars. Thus, the car licence duty payable is increased by 20%. This 

20% increase does not apply in the case of short-term licences for car trades or if the cars are part of a 

taxable sale or if the car is supplied by a car trader to a company which uses the car for a taxable lease. This 

regulation shall apply only for cars registered for the first time before February 28, 2014. 
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The car licence duty tax rate is calculated according to the following formula: 

(CO2 emissions (grams per kilometre) – 115 grams) divided by 5 

The maximum tax rate amounts to 32%. However, for vehicles with CO2 emissions higher than 275 grams 

per kilometre, the car licence duty is increased by 40 EUR for each gram of CO2 per kilometre above 275 

grams per kilometre. The tax rate has to be rounded to whole percentages. 

The car licence duty is reduced:  

• in 2015 by 400 EUR for all vehicles 

• as of January 1, 2016 by 300 EUR for all vehicles 

• as of January 1, 2020 by 350 EUR for all vehicles 

2.2.4. Tax period 

Car dealers must report the car licence duty on a monthly basis by the 15th of the second following month. 

Other persons must submit a one-off return upon application for the first time registration of a car in 

Austria. 

2.2.5. Refund 

So far, § 12 NoVAG has stated that the refund of any car licence duty is permitted in specific cases when the 

vehicle has been verifiably delivered or brought into the country. 

However, the Constitutional Court’s decision G 153 / 2014-7 on November 29, 2015 recently lifted the 

restriction on the NoVA refund to entrepreneurs as set out in § 12 a NoVAG, its reasoning being that there 

was no objective justification for the unequal treatment of private taxpayers and entrepreneurs in relation 

to the refund of the NoVA (e.g. for exportations). 

As a result, private taxpayers are allowed to apply for the refund of NoVA.  

2.3. Motor vehicle tax (KfzSt/motorbezogene VersSt) 
2.3.1. Taxable event 

The use of a car on Austrian public roads is subject to a monthly motor vehicle tax. 

2.3.2. Taxable person 

The tax is payable by the owner or registered user of the passenger car, though it is usually collected by the 

insurance company. 

2.3.3. Tax due 

The motor vehicle tax is based on the kilowatts, or cylinder capacity, of the passenger car. 

Until September 30, 2020 the motor vehicle tax is calculated as follows: 

Up to 66 kilowatts: 

Tax base Tax rate 

Actual kilowatts of the car minus 24 kilowatts   0.682 EUR per kilowatt, at least 6.82 EUR per 
month 

 

From 67 to 86 kilowatts: 

Tax base Tax rate 

Actual kilowatts of the car minus 24 kilowatts  0.726 EUR per kilowatt, at least 6.82 EUR per 
month 
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For more than 86 kilowatts: 

Tax base Tax rate 

Actual kilowatts of the car minus 24 kilowatts   0.825 EUR per kilowatt, at least 6.82 EUR per 
month 

 

Cars which have been registered for the first time after 30 September 2020 and for which the CO2 

emissions are determined in accordance with the EU Directive (EU 2017/1151) which supplements the EC 

Directive (EC 715/2007 regarding Euro 5 and Euro 6) are subject to the following calculation method: 

EUR 0.72 per kilowatt of the 65 kilowatt reduced performance of the engine and EUR 0.72 per gram of the 

115 grams per kilometre reduced performance of the CO2 emissions in grams per kilometre.  

At least 5 kilowatts and at least 5 grams per kilometre must be used. The combined WLTP value of CO2 

emissions in grams per kilometre must be used. For rechargeable hybrid electric vehicles, the weighted 

combined WLTP value of CO2 emissions in grams per kilometre shall be used.  

Cars whose CO2 value is not determined according to the new EU Directive will be subject to the old taxation 

rates. 

A bonus is granted if the motor vehicle tax is paid on a quarterly, half year or annual basis, whereas if paid 

on a semi-annual, quarterly or monthly basis, a loading fee is charged by insurance companies. 

2.3.4. Tax period 

For passenger cars, insurance companies collect the tax as part of motor vehicle insurance and pass it on to 

the tax authority on a quarterly basis. Otherwise, the tax has to be self-assessed and paid to the tax 

authority on a quarterly basis. 

3. Income taxes – taxable persons 
3.1. Level of deduction 

Passenger cars purchased or leased by companies or entrepreneurs for business purposes are regarded as 

business assets up to acquisition costs of 40,000 EUR (including VAT). Any acquisition costs exceeding 

this threshold or relating proportionate leasing and operating costs like insurance expenses and repair 

expenses are not deductible for income tax purposes. 

3.2. Deduction period 

The acquisition costs that are deemed to be business-related must be amortised for tax purposes over a 

period of at least eight years. In the case of financial leasing of business passenger vehicles, the lease 

payments are considered tax deductible based on an eight year amortisation. 

4. VAT 
4.1. General 

Any VAT incurred on the purchase, lease or use of passenger cars is not deductible. On the other hand, no 

VAT becomes due on the sale or private use of these vehicles. The Austrian Ministry of Finance issues a list 

of small buses and trucks that are not regarded as passenger vehicles in this respect (see 

https://www.bmf.gv.at/steuern/fahrzeuge/vorsteuerabzugsberechtigte-fahrzeuge.html). 

4.2. Deduction 

VAT is recoverable in connection with taxis, show cars, cars for commercial resale, electric vehicles, 

hydrogen powered vehicles or leasing and other special purpose cars.  

https://www.bmf.gv.at/steuern/fahrzeuge/vorsteuerabzugsberechtigte-fahrzeuge.html
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4.3. Cross-border lease of passenger cars 

In the case of the supply of services to taxable persons the general rule to determine the place of supply of 

services is applicable, this being the place where the recipient of the service is established. Therefore, the 

place of supply of a long-term hiring out or a long-term leasing of means of transport is where the recipient 

is established. If an Austrian taxable person leases a car abroad, this transaction is subject to Austrian VAT. 

The Austrian lessee is liable for the VAT under the reverse charge system and has to pay the corresponding 

VAT amount to the Austrian tax office as the input VAT is not deductible in this case (except for so-called 

“fiscal vans”). 

5. Company cars 
5.1. VAT due on private use of company cars 

The private use of a car by an employee is not treated as a taxable supply of services. Only the private use of 

qualifying vehicles (for which the deduction of input VAT is allowed) is subject to Austrian VAT. See also 

section 4.1. 

5.2. Company cars – income taxes 

The provision of a company car to an employee for private use free of charge is considered income in kind. 

The use of such a company car is subject to wage tax in the amount of 2 % of the vehicle’s acquisition cost 

(including VAT if not deductible and Austrian car licence duty) per month, with a maximum cap 

of 960 EUR per month. The wage tax for cars with low CO2 emissions (less than 130 g/km) is 1.5 %, with a 

maximum cap of 750 EUR. To apply the tax rate of 1.5 % the following conditions have to be met (see the 

chart below): 

year of purchase max of CO2 emissions 

up to 2016 130 g/km 

2017 127 g/km 

2018 124 g/km 

2019 121 g/km 

Until March 31, 2020 118 g/km 

As of April 1, 2020 141 g/km 

2021 138 g/km 

 

The income in kind can be reduced upon proper evidence of minimum private use of the car. Special 

provisions apply to used cars. 

As of January 2016 there is a full exemption from wage tax for cars with no CO2 emissions. Hybrid cars are 

clearly exempt from the exception. 

6. Income taxes – drivers’ personal taxation 
6.1. Commuter traffic 

If an employee commutes between his home and the office, this is basically not considered a business 

expense for the employee that can be deducted from his taxable income. However, a general allowance 

of 400 EUR per annum is deductible from taxable income if the distance between home and office does not 

exceed 20km. If the distance between home and office exceeds the 20km threshold or if the use of public 

transportation is not reasonable, an additional lump-sum allowance in the range of 372 EUR to 3,672 EUR 

per annum is deductible depending on the distance involved. 

As of 2013, an additional allowance of 2 EUR per kilometre for the distance between home and office (if 

this distance exceeds 20km) is granted. 



 

Austria PwC 2020 Global Automotive Tax Guide | 23 

 
6.2. Business kilometres 

If an employee who uses his private car for business purposes receives a kilo-metric allowance from his 

employer, this kilometric allowance is not considered taxable income up to an amount of 0.42 EUR per 

kilometre. The kilometric allowance covers any expenses related to the use of the car, such as amortisation, 

fuel, repair, motor vehicle tax and road fees. Evidence of the distance covered and business purpose of the 

trip must be provided by a special logbook. 

7. Electric vehicles 
Austrian tax law provides for some tax exemptions for electric vehicles in order to favour their purchase, 

for example they are subject to neither the car licence duty nor the motor vehicle tax. Additionally, some 

federal provinces and communities subsidise the purchase of electric vehicles at different levels. 

7.1. VAT deduction 

VAT has been recoverable for electric vehicles and hydrogen powered vehicles up to acquisition costs 

of 40,000 EUR since January 1, 2016. A car without any CO2 emissions with acquisition costs of more than 

80,000 EUR is not entitled to deduct VAT because it is regarded as a luxury item. 
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Belgium 

1. Car registration 
1.1. When does a car need to be registered? 

As soon as a new or second-hand vehicle is put into free circulation on Belgian public roads the vehicle 

should be registered. 

Also, in the event that a vehicle changes owner and is intended to be used on Belgian public roads, a new 

registration for the vehicle needs to be requested. 

1.2. Who can register a car? 

A vehicle needs to be registered in the name of the owner or the principal user of the car, whose permanent 

address is in Belgium. 

In cross-border situations, i.e., the cross-border use of cars, the registration of the car needs to be 

monitored in order to avoid double registration obligations. 

If the lease company agrees that the lessee registers the leased car, this would result in a VAT saving on the 

car taxes, which no longer have to be part of the taxable amount for the lease service. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, on the condition that the vehicle is used by a Belgian resident (i.e., a person with a Belgian address). 

Practically, in this case, the car is registered in the name of the foreign owner, but use is made of the 

Belgian address of the Belgian resident user. 

1.4. Can a vehicle with a foreign number plate be used on public roads? 

In principle, the owner or the main user (resident in Belgium) of a car that is driven on Belgian public 

roads needs to register this car in Belgium. 

As an exception to this rule, Belgian legislation tolerates that, under certain circumstances and specific 

conditions, a Belgian-resident (private individual) who is granted the use of a company car by his foreign 

employer can use the company car with foreign number plates on Belgian public roads (for private or 

professional purposes) without having to (re-)register the car in Belgium, and without paying Belgian road 

taxes and VAT, provided he disposes of certain documents on board (i.e., copy of the employment contract 

and statement from the employer regarding the use of the car).  

In practice this means that, should the employee drive the company car with foreign number plates without 

the above documents, he exposes himself and the foreign company to an inquiry by the Belgian road 

authorities regarding compliance with Belgian VAT, registration tax and road taxes. 

The exception for a car registration is furthermore broadened to other situations, for example where a 

Belgian resident can use a vehicle made available by a foreign “client” (for the cases of an assignment 

outside the context of an employment contract). 

There are some other exceptions e.g.: 

• Vehicle rent by a Belgian resident from a foreign professional service provider for a maximum period of 6 

months non-renewable; 

• Vehicle driven by a civil servant official working for an international institution of the EU and residing in 

Belgium; 

• Vehicle put at disposal to a private individual without charge for a period not exceeding one month;  
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If a vehicle is used in Belgium by a person not resident in Belgium, the car with foreign number plates can 

be used on Belgian public roads. 

2. Car taxation 
2.1. What are the different car taxes? 

Following the registration of a car and its use on public roads in Belgium, several car taxes become due, 

namely 

• registration tax, 

• annual circulation tax and 

• annual supplementary circulation tax 

• kilometer charge for heavy goods vehicles of over 3.5 tons 

2.2. Registration tax 
2.2.1. Taxable event 

When registering a passenger car, car for mixed use, minivan or motorcycle, a registration tax (Belasting op 

de Inverkeerstelling, or BIV/Taxe de mise en circulation, or TMC) is charged. 

Therefore, this tax is also charged as a result of re-registration, or of a change of ownership, of a vehicle 

that was already registered in Belgium. 

2.2.2. Taxable person 

In principle due by the person who has registered the vehicle in his name. 

2.2.3. Tax due 

This registration tax is a regional tax, therefore differing in the Flanders, Brussels and Walloon regions. 

For leasing companies, the current Brussels system applies regardless of the region in which the lease 

company is established. 

Brussels region 

The registration tax is based on the cylinder capacity of the vehicle (expressed in volume of the cylinder and 

taxable horsepower or fiscal horsepower) and the power of the engine (kilowatt hours per hour) and the 

age of the car. Please find hereafter an overview table (valid until June 30, 2020). 

In case the capacity of the vehicle expressed in fiscal hp and in kW results in different amounts, the highest 

amount should be taken into account in order to calculate the car registration for petrol and diesel vehicles. 

Car registration for petrol and diesel vehicles 
younger than 4 years 

New and <1 year 1 <2 years 2 <3 years 3 < 4 years 

0,1 -1,5l Till 8 hp and/or Till 70 KW € 61.50 € 61,50 € 61,50 € 61,50 

1,6-1,9l 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 123.00 € 110,70 € 98,40 € 86,10 

2-2,1l 11 hp and/or From 86 till 
100 KW 

€ 495.00 € 445,50 € 396,00 € 346,50 

2,2-2,7l From 12 
till 14 hp 

and/or From 101 till 
110 KW 

€ 867.00 € 780,30 € 693,60 € 606,90 

2,8-3l 15 hp and/or From 111 till 
120 KW 

€ 1.239,00 € 1.115,10 € 991,20 € 867,30 

3,1-3,4l 16 and 17 
hp 

and/or From 121 till 
155 KW 

€ 2.478,00 € 2.230,20 € 1.982,40 € 1.734,60 
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3,5l and 
+ 

More 
than 17 
hp 

and/or More than 
155 KW 

€ 4.957,00 € 4.461,30 € 3.965,60 €3.469,90 

 

Car registration for petrol and diesel vehicles 
from 4 to 8 years 

4 < 5 years 5 < 6 years 6 <7 years 7 <8 years 

0,1 -1,5l Till 8 hp and/or Till 70 KW € 61.50 € 61,50 € 61,50 € 61,50 

1,6-1,9l 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 73,80 € 67,65 € 61,50 € 61,50 

2-2,1l 11 hp and/or From 86 till 
100 KW 

€ 297,00 € 272,25 € 247,50 € 222,75 

2,2-2,7l From 12 
till 14 hp 

and/or From 101 till 
110 KW 

€ 520,20 € 476,85 € 433,50 € 390,15 

2,8-3l 15 hp and/or From 111 till 
120 KW 

€ 743,40 € 681,45 € 619,50 € 557,55 

3,1-3,4l 16 and 17 
hp 

and/or From 121 till 
155 KW 

€ 1.486,80 € 1.362,90 € 1.239,00 € 1.115,10 

3,5l and 
+ 

More 
than 17 
hp 

and/or More than 
155 KW 

€ 2.974,20 € 2.726,35 € 2.478,50 € 2.230,65 

 

Car registration for petrol and diesel vehicles 
from 8 to 12 years 

8 < 9 years 9 < 10 years 10 <11 years 11 <12 years 

0,1 -1,5l Till 8 hp and/or Till 70 KW € 61.50 € 61,50 € 61,50 € 61,50 

1,6-1,9l 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 61,50 € 61,50 € 61,50 € 61,50 

2-2,1l 11 hp and/or From 86 till 
100 KW 

€ 198,00 € 173,25 € 148,50 € 123,75 

2,2-2,7l From 12 
till 14 hp 

and/or From 101 till 
110 KW 

€ 346,80 € 303,45 € 260,10 € 216,75 

2,8-3l 15 hp and/or From 111 till 
120 KW 

€ 495,60 € 433,65 € 371,70 € 309,75 

3,1-3,4l 16 and 17 
hp 

and/or From 121 till 
155 KW 

€ 991,20 € 867,30 € 743,40 € 619,50 

3,5l and 
+ 

More 
than 17 
hp 

and/or More than 
155 KW 

€ 1.982,90 € 1.734,95 € 1.487,10 € 1.239,25 

 

Car registration for petrol and diesel vehicles 
older than 12 years 

12 < 13 years 13 < 14 years 14 <15 years 15 years and 
older 

0,1 -1,5l Till 8 hp and/or Till 70 KW € 61.50 € 61,50 € 61,50 € 61,50 

1,6-1,9l 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 61,50 € 61,50 € 61,50 € 61,50 

2-2,1l 11 hp and/or From 86 till 
100 KW 

€ 99,00 € 74,25 € 61,50 € 61,50 

2,2-2,7l From 12 
till 14 hp 

and/or From 101 till 
110 KW 

€ 173,40 € 130,05 € 86,70 € 61,50 

2,8-3l 15 hp and/or From 111 till 
120 KW 

€ 247,80 € 185,85 € 123,90 € 61,50 
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3,1-3,4l 16 and 17 

hp 
and/or From 121 till 

155 KW 
€ 495,60 € 371,70 € 247,80 € 61,50 

3,5l and 
+ 

More 
than 17 
hp 

and/or More than 
155 KW 

€ 991,40 € 743,55 € 495,70 € 61,50 

 

Car registration for LPG and other liquefied 
gaseous hydrocarbons vehicles younger than 4 
years 

New and <1 year 1 <2 years 2 <3 years 3 < 4 years 

0,1 -1,5l Till 8 hp and/or Till 70 KW € 0,00 € 61,50 € 61,50 € 61,50 

1,6-1,9l 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 0,00 € 61,50 € 61,50 € 61,50 

2-2,1l 11 hp and/or From 86 till 
100 KW 

€ 197,00 € 177,30 € 157,60 € 137,90 

2,2-2,7l From 12 
till 14 hp 

and/or From 101 till 
110 KW 

€ 569,00 € 512,10 € 455,20 € 398,30 

2,8-3l 15 hp and/or From 111 till 
120 KW 

€ 941,00 € 846,90 € 752,80 € 658,70 

3,1-3,4l 16 and 17 
hp 

and/or From 121 till 
155 KW 

€ 2.180,00 € 1.962,00 € 1.744,00 € 1.526,00 

3,5l and 
+ 

More 
than 17 
hp 

and/or More than 
155 KW 

€ 4.659,00 € 4.193,10 € 3.727,20 € 3.261,30 

 

Car registration for LPG and other liquefied 
gaseous hydrocarbons vehicles from 4 to 8 years 

4 <5 years 5 <6 years 6 <7 years 7 < 8 years 

0,1 -1,5l Till 8 hp and/or Till 70 KW € 61,50 € 61,50 € 61,50 € 61,50 

1,6-1,9l 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 61,50 € 61,50 € 61,50 € 61,50 

2-2,1l 11 hp and/or From 86 till 
100 KW 

€ 118,20 € 108,35 € 98,50 € 88,65 

2,2-2,7l From 12 
till 14 hp 

and/or From 101 till 
110 KW 

€ 341,40 € 312,95 € 284,50 € 256,05 

2,8-3l 15 hp and/or From 111 till 
120 KW 

€ 564,60 € 517,55 € 470,50 € 423,45 

3,1-3,4l 16 and 
17 hp 

and/or From 121 till 
155 KW 

€ 1.308,00 € 1.199,00 € 1.090,00 € 981,00 

3,5l and 
+ 

More 
than 17 
hp 

and/or More than 
155 KW 

€ 2.795,40 € 2.562,45 € 2.329,50 € 2.096,55 

 

Car registration for LPG and other liquefied 
gaseous hydrocarbons vehicles from 8 to 12 
years 

8 <9 years 9 to <10 years 10 to <11 years 11 to < 12 
years 

0,1 -1,5l Till 8 hp and/or Till 70 KW € 61,50 € 61,50 € 61,50 € 61,50 

1,6-1,9l 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 61,50 € 61,50 € 61,50 € 61,50 

2-2,1l 11 hp and/or From 86 till 
100 KW 

€ 78,80 € 68,95 € 61,50 € 61,50 
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2,2-2,7l From 12 

till 14 hp 
and/or From 101 till 

110 KW 
€ 227,60 € 199,15 € 170,70 € 142,25 

2,8-3l 15 hp and/or From 111 till 
120 KW 

€ 376,40 € 329,35 € 282,30 € 235,25 

3,1-3,4l 16 and 
17 hp 

and/or From 121 till 
155 KW 

€ 872,00 € 763,00 € 654,00 € 545,00 

3,5l and 
+ 

More 
than 17 
hp 

and/or More than 
155 KW 

€ 1.863,60 € 1.630,65 € 1.397,70 € 1.164,75 

 

Car registration for LPG and other liquefied 
gaseous hydrocarbons vehicles older than 12 
years 

12 <13 years 13 <14 years 14 <15 years 15 years and 
older 

0,1 -1,5l Till 8 hp and/or Till 70 KW € 61,50 € 61,50 € 61,50 € 61,50 

1,6-1,9l 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 61,50 € 61,50 € 61,50 € 61,50 

2-2,1l 11 hp and/or From 86 till 
100 KW 

€ 61,50 € 61,50 € 61,50 € 61,50 

2,2-2,7l From 12 
till 14 hp 

and/or From 101 till 
110 KW 

€ 113,80 € 85,35 € 61,50 € 61,50 

2,8-3l 15 hp and/or From 111 till 
120 KW 

€ 188,20 € 141,15 € 94,10 € 61,50 

3,1-3,4l 16 and 
17 hp 

and/or From 121 till 
155 KW 

€ 436,00 € 327,00 € 218,00 € 61,50 

3,5l and 
+ 

More 
than 17 
hp 

and/or More than 
155 KW 

€ 931,80 € 698,85 € 465,90 € 61,50 

 

Note that for vehicles that run on liquefied petroleum gas (LPG), the amount of the registration tax is (also) 

lower (on second-hand vehicles) due to the fact that these vehicles are not as burdensome for the 

environment as the vehicles that run on petrol or diesel. 

For electric vehicles, a registration tax amounts to EUR 61.50. 

Walloon region 

The car registration tax for petrol and diesel vehicles is the same as in the Brussels Region. For the LPG 

and other liquefied gaseous hydrocarbons vehicles, please find hereafter an overview table (valid until next 

update). 

Car registration for LPG and other liquefied 
gaseous hydrocarbons vehicles younger than 4 
years 

New and <1 year 1 <2 years 2 <3 years 3 < 4 years 

 Till 8 hp and/or Till 70 KW € 0 € 61,50 € 61,50 € 61,50 

 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 0 € 61,50 € 61,50 € 61,50 

 11 hp and/or From 86 till 
100 KW 

€ 197,00 € 177,30 € 157,60 € 137,90 

 From 12 
till 14 hp 

and/or From 101 till 
110 KW 

€ 569,00 € 512,10 € 455,20 € 398,30 

 15 hp and/or From 111 till 
120 KW 

€ 941,00 € 846,90 € 752,80 € 658,70 
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 16 and 
17 hp 

and/or From 121 till 
155 KW 

€ 2.180,00 € 1.962,00 € 1.744,00 € 1.526,00 

 More 
than 17 
hp 

and/or More than 
155 KW 

€ 4.659,00 € 4.193,10 € 3.727,20 € 3.261,30 

 

Car registration for LPG and other liquefied 
gaseous hydrocarbons vehicles from 4 to 8 years 

4 <5 years 5 <6 years 6 <7 years 7 < 8 years 

 Till 8 hp and/or Till 70 KW € 61,50 € 61,50 € 61,50 € 61,50 

 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 61,50 € 61,50 € 61,50 € 61,50 

 11 hp and/or From 86 till 
100 KW 

€ 118,20 € 108,35 € 98,50 € 88,65 

 From 12 
till 14 hp 

and/or From 101 till 
110 KW 

€ 341,40 € 312,95 € 284,50 € 256,05 

 15 hp and/or From 111 till 
120 KW 

€ 564,60 € 517,55 € 470,50 € 423,45 

 16 and 17 
hp 

and/or From 121 till 
155 KW 

€ 1.308,00 € 1.199,00 € 1.090,00 € 981,00 

 More 
than 17 
hp 

and/or More than 
155 KW 

€ 2.795,40 € 2.526,45 € 2.329,50 € 2.096,55 

 

Car registration for LPG and other liquefied 
gaseous hydrocarbons vehicles from 8 to 12 
years 

8 <9 years 9 <10 years 10 <11 years 11 < 12 years 

 Till 8 hp and/or Till 70 KW € 61,50 € 61,50 € 61,50 € 61,50 

 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 61,50 € 61,50 € 61,50 € 61,50 

 11 hp and/or From 86 till 
100 KW 

€ 78,80 € 68,95 € 61,50 € 61,50 

 From 12 
till 14 hp 

and/or From 101 till 
110 KW 

€ 227,60 € 199,15 € 170,70 € 142,25 

 15 hp and/or From 111 till 
120 KW 

€ 376,40 € 329,35 € 282,30 € 235,25 

 16 and 17 
hp 

and/or From 121 till 
155 KW 

€ 872,00 € 763,00 € 654,00 € 545,00 

 More 
than 17 
hp 

and/or More than 
155 KW 

€ 1.863,60 € 1.630,65 € 1.397,70 € 1.164,75 

 

Car registration for LPG and other liquefied 
gaseous hydrocarbons vehicles older than 12 
years 

12 <13 years 13 <14 years 14 <15 years 15 years and 
older 

 Till 8 hp and/or Till 70 KW € 61,50 € 61,50 € 61,50 € 61,50 

 9 and 10 
hp 

and/or From 71 till 
85 KW 

€ 61,50 € 61,50 € 61,50 € 61,50 

 11 hp and/or From 86 till 
100 KW 

€ 61,50 € 61,50 € 61,50 € 61,50 
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 From 12 

till 14 hp 
and/or From 101 till 

110 KW 
€ 113,80 € 85,35 € 61,50 € 61,50 

 15 hp and/or From 111 till 
120 KW 

€ 188,20 € 141,15 € 94,10 € 61,50 

 16 and 17 
hp 

and/or From 121 till 
155 KW 

€ 436,00 € 327,00 € 218,00 € 61,50 

 More 
than 17 
hp 

and/or More than 
155 KW 

€ 931,80 € 698,85 € 495,90 € 61,50 

 

For electric vehicles, a registration tax amounts to EUR 61.50. On top of this system, an eco-malus system 

is in place. Each time a vehicle is registered it will receive a malus if its CO2 emissions exceed 145g per 

kilometer.  

Eco-malus 

146g–155g 100 EUR 

 

156g–165g 175 EUR 

 

166g–175g 250 EUR 

 

176g–185g 375 EUR 

 

186g–195g 500 EUR 

 

196g–205g 600 EUR 

 

206g–215g 700 EUR 

 

216g–225g 1,000 EUR 

 

226g–235g 1,200 EUR  

236g–245g 1,500 EUR 

 

246g–255g 2,000 EUR 
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>255g 2,500 EUR 

A reduction is granted to: large families with 3 dependent children (which are younger than 25 years) 

owning a car emitting less than 226 g of and for vehicles equipped with LPG.  

The Eco-Malus is 0 EUR: for old-timers registered with an O plate (vehicles which are 30 years old), for 

vehicles from companies having a leasing activity and for vehicles equipped with CNG (Compressed 

Natural Gas) (even partially) 

Flanders region 

Depending the capacity of the person (private/legal) and whether it concerns a new or old car, a different 

formula based on CO2-emissions, fuel type, Euro norm, age, etc. will be applied to calculate the registration 

tax. 

Introduced as from January 1, 2016, as an incentive for the use of eco-friendly cars by private individuals 

(so not for leasing cars) , the calculation of the formula includes some environmental parameters such as 

‘eg Diesel Particulate Filter (DPF)’  

It has become a complicated formula that can be consulted online (simulation tool/app on the website of 

Tax Administration of Flanders Region -https://belastingen.fenb.be/ui/public/vkb/simulatie). 

Following vehicles (not-leasing vehicles) are exempt from the registration tax as from January 1, 2016: 

• Vehicles with no more than 11 fiscal hp and whose engine (even if only partially or temporarily) are 

powered by natural gas (CNG/LNG) (temporarily exempt until December 31, 2020) (i.e. also applied for 

road tax). If the fiscal hp is more than 11 hp, the TES is still reduced by 4.000 EUR; 

• Plug-in hybrid vehicles (which were already exempt but are now exempt until December 31, 2020) on the 

condition that the battery must be charged with a plug and the CO2 emission should be less than 50g CO2 

/km, even if the motor is only partially or temporarily driven on natural gas; 

• Fully electric or hydrogen powered cars.  

For leasing cars, registration tax is still calculated based on horsepower. 

2.2.4. Tax period 

Every time a vehicle is (re-)registered by a new owner/user of that vehicle. 

2.3. Annual circulation tax 
2.3.1. Taxable event 

An annual circulation tax (Verkeersbelasting/Taxe de circulation) is levied due to the fact that a vehicle is 

registered in Belgium. 

2.3.2. Taxable person 

The annual circulation tax is, in principle, due by the person mentioned on the registration form of the 

vehicle. It is also a regional tax and differs in amount among the Flanders, Brussels and Wallonia regions. 

2.3.3. Tax due 

Please find hereafter an overview table regarding passenger cars, cars for mixed use and minivans for 

Flanders, Brussels and Walloon regions.  

Annual circulation tax tariffs applicable July 1, 2019 till June 30, 2020 
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Volume of the cylinder (l) HP Brussels Walloon 
Region 

Flanders 
[EUR] 

0-0,7   ≤4  € 83,56   

0,8-0,9 5  € 83,56 € 75,96 

1-1,1 6 € 104,68 € 104,68 € 95,04 

1,2-1,3 7 € 151,14 € 151,14 € 137,40 

1,4-1,5 8 € 197,47 € 197,47 € 179,52 

1,6-1,7 9 € 244,20 € 244,20 € 222,00 

1,8-1,9 10 € 290,93 € 290,93 € 264,36 

2-2,1 11 € 337,13 € 337,13 € 306,36 

2,2-2,3 12 € 437,45 € 437,45 € 397,68 

2,4-2,5 13 € 537,90 € 537,90 € 488,88 

2,6-2,7 14 € 637,96 € 637,96 € 579,84 

2,8-3 15 € 738,41 € 738,41 € 671,16 

3,1-3,2 16 € 838,73 € 838,73 € 762,36 

3,3-3,4 17 € 1.098,50 € 1.098,50 € 998,52 

3,5-3,6 18 € 1.358,54 € 1.358,54 € 1.234,92 

3,7-3,9 19 € 1.618,58 € 1.618,58 € 1.471,32 

4-4,1 20 € 1.877,96 € 1.877,96 € 1.707,12 

4,2-4,3 21  € 2.254,56 + € 116,56/hp(to 
be calculated) 

+€ 105,84/hp (to 
be calculated) 

4,4-4,6 22 € 2.371,12 
  

4,7-4,8 23 € 2.487,67 
  

4,9-5 24 € 2.604,23 
  

5,1-5,2 25 € 2.720,78 
  

5,3-5,5 26 € 2.837,34 
  

5,6-5,7 27 € 2.953,90 
  

5,8-5,9 28 € 3.070,45 
  

6-6,1 29 € 3.187,01 
  

6,2-6,3 30 € 3.303,56   

6,4-6,6 31 € 3.420,12 
  

6,7-6,8 32 € 3.536,68 
  

6,9-7,1 33 € 3.653,23   

7,2-7,3 34 € 3.769,79 
  

7,4-7,6 35 € 3.886,34 
  

7,7-7,8 36 € 4.002,90 
  

7,9-8,1 37 € 4.119,46 
  

8,2-8,3 38 € 4.236,01 
  

8,4-8,6 39 € 4.352,57 
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Volume of the cylinder (l) HP Brussels Walloon 
Region 

Flanders 
[EUR] 

8,7-8,8 40 € 4.469,12 
  

 

The annual circulation tax for electric vehicles amounts to EUR 83.56 in the Brussels region.  

In case of old-timers over 30 years old, the tax is 37.91 EUR. 

With reference to the above table, in the Walloon region the decisive criterion for electric vehicles seems to 

be the horse power.  

Flanders region 

The Flemish government has adjusted the above rates (to a lower/higher amount) depending on the CO2 

emission of the vehicle, the euronorm and the fuel type for passenger cars, cars for mixed use and minivans 

(no leasing cars) that are registered as from January 1, 2017.  

The exemptions above-mentioned (see 2.2.3.) are also applicable.  

Finally, a lump-sum reduction of 100 EUR is foreseen for LPG vehicles (new or old). This amount is 

indexed as of July 1, 2016. As from 1 July 2019 this lump-sum reduction amounts to 107,88 EUR. 

2.3.4. Tax period 

Annual (period of 12 months starting from the month of registration of the vehicle in Belgium). 

If a vehicle falls out of use, the annual circulation tax will be refunded to the person mentioned on the 

registration form of this vehicle for the remaining period. 

2.4. Annual supplementary circulation tax 
2.4.1. Taxable event 

A supplementary circulation tax is payable in respect of vehicles that run on liquefied petroleum gas (LPG) 

or other liquefied gaseous hydrocarbons and are registered in Belgium. This circulation tax serves as a 

substitute for an excise duty on LPG. 

2.4.2. Taxable person 

The annual supplementary circulation tax is, in principle, due by the person mentioned on the registration 

form of the vehicle. 

2.4.3. Tax due 

Please find hereafter an overview table for Flanders, Brussels and Walloon regions. 

Annual supplementary circulation tax for July 1st 2019 to June 30th 2020  

Amounts in EUR / KW 

≤ 7 89.16 

 

> 7, ≤ 13 148.68 
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> 13 208.20 

2.4.4. Tax period 

Annual (period of 12 months starting from the month of registration of the vehicle in Belgium). 

If a vehicle falls out of use the annual supplementary circulation will be refunded to the person mentioned 

on the registration form of this vehicle tax for the remaining period. 

2.5. Kilometer charge for heavy goods vehicles of over 3.5 tonnes 

In addition kilometer charging for trucks with a maximum authorized mass of more than 3.5 tons has been 

introduced as from April 1, 2016. The measure applies on Belgian highways and certain regional- and 

municipal roads.  

This kilometer charging is calculated using a device in the truck, called an “On Board Unit” (OBU). This 

system replaces the “Eurovignet”.  

Please find hereafter an overview table for Flanders, Brussels and Walloon regions. 

 Highways in the Flemish, and Brussels 

region 

Brussels city area (local & 

regional road network) 

€/km 3,5-

12ton 

12-32 ton > 32 ton 3,5-12 

ton 

12-32 ton > 32 ton 

Euronor

m 0 

€ 0,154 € 0,207 € 0,211 € 0,199 € 0,278 € 0,308 

Euronor

m 1 

€ 0,154 € 0,207 € 0,211 € 0,199 € 0,278 € 0,308 

Euronor

m 2 

€ 0,154 € 0,207 € 0,211 € 0,199 € 0,278 € 0,308 

Euronor

m 3 

€ 0,133 € 0,186 € 0,190 € 0,172 € 0,251 € 0,282 

Euronor

m 4 

€ 0,100 € 0,153 € 0,157 € 0,139 € 0,219 € 0,249 

Euronor

m 5 

€ 0,089 € 0,142 € 0,146 € 0,126 € 0,205 € 0,235 

Euronor

m 6 

€ 0,078 € 0,131 € 0,135 € 0,105 € 0,184 € 0,214 

 

 Highways in the Walloon region 

€/km 3,5-

12ton 

12-32 

ton 

> 32 ton €/km 3,5-12 

ton 

12-32 

ton 

> 32 

ton 

Euronorm 

0 

€ 0,155 € 0,208 € 0,212 Euronor

m 4 

€ 

0,101 

€ 

0,154 

€ 

0,158 
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Euronorm 

1 

€ 0,155 € 0,208 € 0,212 Euronor

m 5 

€ 

0,079 

€ 

0,132 

€ 

0,136 

Euronorm 

2 

€ 0,155 € 0,208 € 0,212 Euronor

m 6 

€ 

0,079 

€ 

0,132 

€ 

0,136 

Euronorm 

3 

€ 0,134 € 0,187 € 0,191     

Please note that some exceptions exist for public utility vehicles. 

3. Corporate Income taxes – taxable persons 
3.1. Level of deduction 

Costs related to cars (owned or leased) are not fully tax-deductible in the hands of a Belgian 

company/branch. A percentage of the costs is included in the company’s/branch’s taxable profits as 

disallowed expenses and is subject to corporate income tax (at 29,58%, being the nominal Belgian 

corporate income tax rate for financial years started on or after 1 January 2018 and at 25% for financial 

years starting on or after 1 January 2020). The percentage to be disallowed is linked to the CO2 emission of 

the car concerned. 

The level of deduction of car related costs, except fuel, the electricity costs for charging electric driven cars, 

taxi, mobile telephone equipment and financing, are shown in the table below for financial years 

starting before 1 January 2020 (and after 1 January 2018).  

Fuel costs, the electricity costs for charging electric driven cars and taxi costs are tax-deductible for 75% 

and mobile telephone equipment and financing (interest) costs are fully tax-deductible in case borne in 

financial years starting before 1 January 2020 (and after 1 January 2018). Note that, for financial years 

starting on or after 1 January 2020, the deduction of the fuel/electricity costs will be in function of the CO2 

emission of the car (see further). 

Please find hereafter an overview table for financial years starting before 1 January 2020 (and after 1 

January 2018): 

CO2 Diesel (g/km) CO2 Petrol (g/km) CO2 Electrical (g/km) Level of deduction 

  0 120% 

0 – 60 0 – 60  100% 

61 – 105 61 – 105  90% 

106 – 115 106 – 125  80% 

116 – 145 126 – 155  75% 

146 – 170 156 – 180  70% 

171 – 195 181 – 205  60% 

>195 >205  50% 

 

In case no details are available as regards the CO2 emission of the car concerned, the tax-deductibility 

cannot exceed 50%. Note that the 20% extra deduction for zero-emission electric cars can only be applied 

in case the so-called intangibility condition is met. This means that the 20% additional expenses should be 

reported separately in the Belgian GAAP accounts as a reserve whereby this amount cannot be used for any 

profit distribution. In the tax return of the company/branch this amount is to be considered as a tax-free 

reserve. Once the intangibility condition is no longer met, the tax-free reserve becomes taxable. As a 

consequence, the 20% deduction is anyhow only temporary. Once the tax-free reserve is reversed (e.g. in 

case of liquidation of the company/closing of the branch), the 20% becomes taxable. 
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For financial years starting as from 1 January 2020, the system for the deduction of car expenses 

is subject to different parameters for deduction, whereby a deduction up to a maximum of 100% is 

implemented. As from 1 January 2020, the deductible part is calculated on the basis of the type of the car: 

 

Cars Percentage Formula 

>199 CO2 
(g/km) 

40% N/A 

Diesel Between 50 and 100% 120 – (0,5 x 1 x gCO2/km) 

Other engine Between 50 and 100% 120 – (0,5 x 0,95 x gCO2/km) 

Natural gas and 
< 12hp  

Between 50 and 100% 120 – (0,5 x 0,9 x gCO2/km) 

“fake hybrid” Between 50 and 100% Formula and percentage CO2 of 
the corresponding non-hybrid car 
or percentage CO2  emission x 2,5 
(see below) 

“real” hybrid Between 50 and 100% 120 – (0,5 x 0,95 x gCO2/km) 

(official CO2 emission) 

Electric 100% N/A 

 

Since 1 January 2020, the 120% deduction of car expenses is abolished. In addition, , fake” plug-in 

hybrid cars are excluded from favourable tax regimes as from this date onwards. ”Fake” hybrid cars are 

vehicles with a capacity of less than 0,5 KWh/100 Kg of car weight or a CO2 emission of more than 50g/km. 

A list of “fake hybrids” is published by the Federal Government and includes, amongst others, luxurious 

hybrid cars. This list can be found on the following website: 

https://financien.belgium.be/sites/default/files/downloads/121-valse-hybrides-lijst-overeenstemmende-

voertuigen.pdf 

For those vehicles, the deductibility of car expenses is calculated on the basis of the CO2 emission of the 

non-hybrid version of the car concerned (see the green line below the car concerned on  the above website). 

If no non-hybrid version is available (on  the above website, a red remark is included below such cars), the 

CO2 emission of the hybrid version is multiplied by 2,5 to determine the deductibility rate.  

However, for hybrid cars ordered prior to 1 January 2018 or for which the lease agreement was signed prior 

to 1 January 2018, the CO2 emission of the hybrid version is still applicable, even after 1 January 2020.   

In addition, 17% (as from 1 January 2017 40% if the company bears the fuel and/or electricity expenses 

linked to private use of the car concerned) of the yearly benefit in kind (see below) will be included in the 

employer’s taxable profits as disallowed expenses and will be subject to corporate income tax.  

Corporate income tax will anyhow be due on these 17% (or as from 1 January 2017 40% if the company 

covers the fuel and/or electricity costs relating to private use) disallowed expenses as this amount cannot 

be offset against notional interest deduction, tax losses or other tax attributes (meaning it results in a 

minimum taxable basis). 

https://financien.belgium.be/sites/default/files/downloads/121-valse-hybrides-lijst-overeenstemmende-voertuigen.pdf
https://financien.belgium.be/sites/default/files/downloads/121-valse-hybrides-lijst-overeenstemmende-voertuigen.pdf
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4. VAT 
4.1. General 

Belgian VAT at the standard rate of 21% is, in principle, due on most supplies of goods and/or services. For 

taxable persons with a right to deduct VAT, the input VAT incurred for their purchases in respect of their 

economic activity can, in principle, be deducted for 100%. 

4.2. Deduction 

However, with respect to the delivery, importation and intra-Community acquisition of cars used for 

passenger transport or vehicles used for the transport of both passengers and goods as well as the services 

and deliveries related thereto, the deduction of the input VAT equals the share of the professional use (in 

per cent), but cannot exceed 50% of the VAT paid. 

In order to calculate the percentage of professional use, taxable persons can choose amongst the following 

systems: 

• A kilometer registration (manual or automated) 

• A semi lump sum system based on the kilometers commuting plus weekend traffic (i.e., home-work 

distance x 2 x 200 days + 6,000 kilometers) versus total kilometers driven by the car) 

• A lump sum deduction of 35% 

The rate of the professional use of the vehicle must be used as the % of deductible VAT for the following 

transactions: 

• Purchase and rent of the car; 

• Purchase of fuel; 

• Expenses for repairs and maintenance; 

• Purchase of equipment (e.g.: car phone costs) and spare parts ;  

• Provision of electricity to charge electric vehicles; 

Exceptions to this rule are: 

• Light trucks – 100% deductible (provided the vehicle is exclusively used professionally); 

• Light trucks – kilometer registration or lump sum of 85% deductible provided that the truck is not 

exclusively used professionally and certain conditions are met; 

• Cars destined to be resold by a taxable person whose economic activity is the sale of cars – 100% 

deductible; 

• Cars destined to be hired out by a taxable person whose economic activity is the renting of cars to 

anyone – 100% deductible (please note that it is not required that the rental activity is the only or main 

activity of a company, nor that the rental should be provided towards an unlimited clientele); 

• Cars destined to be used as a replacement car by a taxable person who puts these vehicles at the disposal 

of customers who await the repair or maintenance of their car or who await the supply of their new 

vehicle – 100% deductible; 

• Cars destined to be rented out on a regular basis by a taxable person to affiliated companies – 100% 

deductible; 

• Cars destined to be used as replacement cars by a taxable person who offers road assistance – 100% 

deductible. 
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4.3. Hire purchase: Supply of goods? 

For VAT purposes, a hire purchase in Belgium is a supply of goods whereby the taxable amount lies in the 

price that can be paid in cash to acquire the goods immediately. 

Consequently, the amount of interest must be considered as remuneration of an exempt financial service 

and must not be included in the taxable amount for the hire purchase. The VAT due must be paid to the 

VAT authorities when the car is put at the disposal of the hirer/purchaser. 

4.4. Leasing: Supply of services? 

A lease agreement, operational or financial, whereby the customer must exercise a purchase option (if any) 

in order to legally acquire the vehicle, is considered in Belgium to be a service for VAT purposes. 

Consequently, the finance cost needs to be included in the taxable amount of the lease for VAT purposes. 

Furthermore, as legal owner of the car, the lessor can register the car in Belgium in his own name; 

alternatively, the lessee is also entitled to do this. 

As the different car taxes are legally due by the person who registers the car, all these taxes only need to be 

included in the taxable amount of the lease for VAT purposes if it is the lessor who registers the car. A 

similar treatment is given to the insurance premium paid by the lessor, unless the lessee contracts directly 

with the car insurer. VAT will be due at the end of each period to which the payment relates and in case no 

payments are received at the latest on 31 December of each year. 

5. Company car 
5.1. VAT due on private use of company cars 

When a capital good is used for both economic activities and non-economic activities, the VAT deduction is 

in any case limited to the economic use of the good. 

Therefore, the private use of a car by an employee is in principle no longer treated as a taxable supply of 

services (correction already done through limiting the deduction). 

The tax authorities have implemented these principles for lease cars as well. Also in this case the VAT 

deduction is limited to a maximum 50%. 

In respect of the number of private kilometers, both the commuter traffic and the actual private kilometers 

should be taken into account. 

The following cases can be distinguished: 

• The employee pays no contribution 

• The employee pays a contribution 

5.1.1. The employee pays no contribution 

If the VAT deduction has been limited to the private portion of the use of the car (via one of the three 

methods as described under point 4.2), in principle no VAT is due on the private use. 

In exceptional cases where VAT was not initially deducted according to the private/professional use of the 

(purchased) car, VAT might be due on the private use. 

5.1.2. The employee pays a contribution 

If the employee pays a contribution for the private use of the car, the company is deemed to render a 

“rental service” to its employee. This rental of the car is subject to VAT and the VAT deduction is 

automatically put at 50%. 

However, the taxable amount for this rental to the employee or director cannot be lower than the normal 

value. 
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If the car is bought, the normal value (NV) equals: 

NV= (purchase price/5 + expenses (for which VAT was due)) multiplied by (50% - % of professional use) 

If the car is leased, the normal value (NV) equals: 

NV= (lease price + expenses (for which VAT was due)) multiplied by (50% - % of professional use) 

Therefore, if the professional use equals 50% of higher, no normal value is to be calculated. 

 

5.2. Company car and personal tax 

When a company car is put at the disposal of an employee, its private use triggers taxation as a benefit in 

kind. Private use includes all uses other than the business use: use during weekends and holidays as well as 

commuting between home and the fixed place of work. 

The yearly benefit in kind on which the employee will be taxed has to be computed as 6/7 of the catalogue 

value of the car (to be understood as the list price of the car for a sale to an individual when it was new, 

including options and the actually paid VAT, but excluding any discounts and rebates), multiplied by a 

percentage linked to the car CO2 emission rate (the “taxable percentage”). 

In addition, the benefit in kind takes into account the age of the car, by multiplying the catalogue value 

with a percentage (the “degressivity coefficient”) in function of the age of the car (based on the first 

registration of the car). The benefit in kind decreases by 6% per annum, with a maximum of 30% decrease. 

For the income year 2020, the taxable percentage to apply to the catalogue value of the car is 5.5% for a 

diesel car with a CO2 emission rate of 91 g/km and for a petrol (or other fuel than diesel) car with a CO2 

emission rate of 111 g/km. This base taxable percentage of 5.5% is then increased/decreased by 0.1% for 

each CO2 gram per kilometre below or above the CO2 emission thresholds of 91 g/km and 111 g/km (with a 

minimum percentage of 4% and a maximum percentage of 18%). In no circumstance can the benefit in 

kind be lower than 1,360 EUR per year. 

The CO2 emission thresholds and minimum benefit in kind amount are indexed every year. The above 

amounts are income 2020 amounts. 

The following formula will be applied to determine the taxable benefit in kind in 2020: 

Diesel cars: 

[(5.5% + (CO2 emissions of the car – 91)) * 0.1 %] * catalogue value * degressivity coefficient * 6/7 

(minimum 4% and maximum 18% of the catalogue value – if CO2 emissions are not known, they are 

deemed to be 195 g/km) 

Petrol, LPG and natural gas cars: 

[(5.5% + (CO2 emissions of the car – 111)) * 0.1 %] * catalogue value * degressivity coefficient * 6/7 

(minimum 4% and maximum 18% of the catalogue value – if CO2 emissions are not known, they are 

deemed to be 205 g/km)) 

Hybrid cars (PHEV and HEV) follow the above rules according to the fuel of their internal combustion 

engine (i.e. petrol or diesel). 

Battery electric cars (BEV) with CO2 emissions of 0 g/km: 

4% of the catalogue value * degressivity coefficient * 6/7, with a minimum of 1,360 EUR per year. 

For example, the 2020 taxable benefit in kind for the private use of a new diesel car emitting 134 g CO2/km 

with a catalogue value of 28,600 EUR is amounting to (5.5% + [(134 – 91) * 0.1 %]) * 28,600 * 6/7 = 

2,402.40 EUR 
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In addition, 17% or 40% (in case the company car is provided with a fuel card or charge pass) of the yearly 

benefit in kind will be included in the employer’s taxable profits as disallowed expenses and be subject to 

corporate tax. 

The number of private kilometres actually driven for private purposes is not taken into account for 

computing the taxable benefit in kind. 

If the employee pays a contribution to the employer for the private use of the car, the contribution can be 

deducted from the benefit in kind. 

5.3. Company car and social security contributions 

No employee social security contribution is due on the private use of the company car. 

An employer social security (solidarity) contribution is due each month, based on the CO2 emissions of the 

company car. This contribution is fully deductible for the employer. 

Besides this solidarity contribution, no other employer social security contribution is due. This CO2 

solidarity contribution is payable by the employer on each company car put at the disposal (directly or 

indirectly, e.g. by leasing) of the employee. It is due as from the moment there is a private use of the car. 

For the year 2020, the monthly CO2 contribution will be calculated as follows, with a minimum of 26.97 

EUR: 

Petrol cars: ((CO2 emissions * 9)-768)/12 x 1.3078 or 93.89 EUR if CO2 emissions are not known 

(equivalent to 182 g/km CO2 emissions) 

Diesel cars: ((CO2 emissions * 9)-600)/12 x 1.3078 or 95.51 EUR if CO2 emissions are not known 

(equivalent to 165 g/ km CO2 emissions) 

LPG cars: ((CO2 emissions * 9)-990)/12 x 1. 3078 

Electric cars: 27.25 EUR 

No CO2 contribution is due on company cars put at the disposal of a self-employed company director. 

CO2 emissions are to be found under point 49.1 of the car’s conformity certificate mentioning NEDC values. 

6. Income taxes – drivers’ personal taxation 
Car expenses are deductible based on the CO2 emissions, analogously to the deduction system in corporate 

income tax. For cars purchased before 1 January 2018, the deduction of car expenses will also be based on 

the CO2 emission, however with a minimum of 75%. 

According to the Belgian personal tax legislation, an employee can opt for a fixed deduction or he can prove 

his professional costs due to the fact that he is of the opinion that these are higher than the fixed deduction. 

If the taxpayer does not prove his professional costs, the fixed deduction is automatically applied.  

Above the fixed deduction, the reimbursement of commuter traffic costs by the employer to the employee is 

tax exempt up to a maximum of 410 EUR (for income year 2020). 

If the taxpayer opts to prove his real professional costs in his personal tax return, a distinction should be 

made between the costs made for the private use of the vehicle, the commuter traffic and the business 

kilometres. 

6.1. Private use 

The vehicle costs made in respect of the private use of a vehicle are not deductible in the employee’s 

personal tax declaration. 
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6.2. Commuter traffic 

The deduction of car costs in respect of commuter traffic is limited to 0.15 EUR per kilometre. In case the 

taxpayer opts to deduct his actual expenses, the deducted commuting costs (0.15 EUR/km) with the 

company car may never be higher than the taxable benefit in kind. 

6.3. Business kilometres 

Except for finance costs in order to acquire the vehicle and the costs in respect of the installation of a 

telephone car kit that are fully deductible in the personal tax declaration, all costs made regarding business 

kilometres are deductible based on the CO2 emissions, analogously to the deduction system in corporate 

income tax. For cars purchased before 1 January 2018, the deduction of car expenses will also be based on 

the CO2 emission, however with a minimum of 75%. 

Fuel costs (including electricity costs for charging electric driven cars) are tax-deductible for 75%. 

6.4. Environmentally friendly cars 

Environmentally friendly vehicles are stimulated quite intensively in Belgium, certainly for company cars 

(CO2 emissions linked). 

7. Electric vehicles  
In the Flemish Region, new incentives have been implemented to heavily promote the go-to-market of 

electric vehicles (but also of other vehicles emitting no CO2 emissions e.g. hydrogen vehicles).  

A premium of EUR 4.000 is available for cars ordered up to 31 December 2019 and can still be claimed 

until 31 October 2020. (The premium is available for private persons / sole proprietorships for the 

purchase of new  full electric (BEV) cars or hydrogen cars that will be registered in the Flemish Region. 

That premium comes on top of the reduced or null registration and road tax (see points 2.2 and 2.3. 

depending on the Region). Moreover, enterprises can receive a premium in the Brussels Region for the 

purchase of an electric vehicle in case certain conditions are met. 

As far as other company incentives are concerned, for hybrid cars emitting less than 50g/km of CO2, the tax 

deduction is currently 100%. Furthermore, as mentioned under point 3 ”fake” hybrid cars are excluded 

from favourable tax regimes as from 1 January 2020.  

Furthermore, employees driving electric company cars are taxed on a minimum valuation of the benefit in 

kind (i.e., 4% of the catalogue price of the car * degressivity coefficient * 6/7 with a minimum of 1.360 EUR 

for 2020) and a minimum social security contribution is due by the employer (i.e. 27.25 EUR per month in 

2020)Aside, the Flemish region wishes to invest in having thousands extra charging points for electric 

vehicles, multiple hundreds for cars on natural gas and extra charging points for hydrogen cars.  

8. Recent & future developments 
Brussels, Antwerp and Ghent have implemented a low emission zone (LEZ). Via ANPR camera’s the license 

plates of the cars entering the zone are checked and compared to a list of authorized vehicles. Vehicles that 

are not on the list and drive into the zone will receive a fine. Temporary passes can be bought for non-

compliant vehicles to enter the zone. 

In Brussels, this measure prohibits EURO 0, 1, 2 and 3 diesel vehicles and EURO 0 and 1 petrol vehicles or 

vehicles without a EURO standard (pre-Euro standards) to drive in the LEZ. The criteria will be tightened 

in 2022 and 2025. 

In Antwerp, this measure prohibits diesel vehicles with EURO standard below 5 and petrol vehicles with 

EURO standard below 2 or vehicles without a EURO standard (pre-Euro standards) to drive in the LEZ. 

Euro standard 4 Diesel vehicles must buy an “environmental ticket” in order to be allowed to drive in the 

LEZ. In 2025 and 2027, the criteria for diesel cars will be further tightened. For petrol vehicles, stricter 

criteria will apply in 2025 and 2028.Since 1 January 2020, the inner city of Ghent follows the example of 
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Antwerp and Brussels and has turned into a LEZ. As from this date, vehicles running on petrol must, at 

least, meet Euro standard 2 and vehicles running on diesel must, at least, meet Euro standard 5 to drive in 

the Ghent LEZ. Euro standard 4 Diesel vehicles must buy an “environmental ticket” in order to be allowed 

to drive in the LEZ. The criteria will be tightened in 2025, 2027 and 2028. 

Note that several other cities are also thinking about implementing a LEZ, but they are waiting for overall 

guidance from the Flemish Regional Government. 

CO2 emissions testing 

As from 1 September 2017, the Worldwide Harmonized Light vehicle Test Procedure (WLTP) has become 
the new official standard computation used to determine the CO2 emission of a new car model (i.e. a car 
that was not available in the market before that date). As from 1 September 2018, each new car must be 
tested with the WLTP test. WLTP test results in average in a CO2 emission 20% higher than New European 
Driving Cycle (NEDC) being the former emissions test in place.  

As a result, depending on the moment of the registration, the CO2 emission value listed under the field V.7 
of the Registration Certificate can be either the WLTP or the NEDC (2.0 - recomputed) CO2 value of the 
vehicle (which are different). To clarify the situation, the Belgian government has decided that until 31 
December 2020, CO2 emission value to consider for tax purposes is the CO2 emission value listed under 
point 49.1. of the Certificate of Conformity mentioning NEDC values. 

Finally, the Belgian government has recently introduced two measures aiming to reduce the number of 
company cars in Belgium. The idea is to encourage people to give up their company through two different 
mechanisms:  

- The mobility allowance (aka “cash for cars“), available only until 31 December 2020 

- The mobility budget. 

The initiative to launch and implement those mechanisms belongs in both cases to the employer. 

Mobility allowance:   

Under the mobility allowance, employees receive an amount of cash from their employer if they return 
their company car. The amount of the mobility allowance is computed as follow:  

Catalogue value of the returned car x 6/7 x 20% or 24% (in case a fuel card was provided with the car).  

As far as employee tax position is concerned, the mobility allowance is a taxable benefit in kind. However, 
only a portion of this benefit in kind is subject to personal income taxes. The taxable basis is equal to 4% of 
the catalogue value of the car x 6/7.  

For what concerns the employer, the tax treatment of the mobility allowance essentially follows the tax 
treatment of the company car. 

The mobility allowance has been cancelled by the Belgium supreme Court. It will however remain available 
until the end of 2020 but not later. 

Mobility budget:   

Since April 2019, a mobility budget can be proposed to employees who decide to return their current 
company cars. They can spend this budget in three different ways (i.e. the three pillars). The tax and social 
security treatments of the mobility budget depend on its use.  
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The three pillars:  

• First pillar: move to an environmentally friendly company car with maximum emissions of 95 g 

CO2/km (transitionary 100 g CO2/km in 2020) (same social security and tax treatment as a common 

company car);  

• Second pillar:  Combination of mobility alternative: for instance public transports, car, bike, steps, … 

sharing, bicycle,  etc. but also housing costs (i.e. rent or interest of mortgage loan related to a dwelling 

located in an area of 5km of the usual workplace). The budget spend in this pillar is neither subject to 

social security contributions, nor personal income taxes.   

Furthermore, public bike-sharing incentives benefit from 6% VAT rate compared to 21%. 

• Third pillar: The remaining budget balance is converted into a cash budget which is subject to a 

special social security contribution of 38.07% but not to personal income taxes.  

Furthermore, the Walloon government is strongly considering introducing a motorway vignette, ranging 

from EUR 9.20 for a 10-day vignette and EUR 26.80 for two months, to 89.20 euros for a year. However, it 

is in the negotiation phase and no legal text is yet drafted. 

9. Legal background 
• Direct tax legislation (WIB 92) 

• Belgian VAT legislation 

• With income tax equalized taxes 

• Other 
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Brazil 

1. Importation of cars 
Definitive imports of goods into Brazil are generally subject to five different taxes: customs duty, one 

federal excise tax (IPI), two social contributions over imports (PIS-Import and COFINS-Import) and one 

state VAT (ICMS). Please, find below a summary of the main applicable taxes. 

1.1. Customs duties 

Also known as import duty or import tax, the customs duty is calculated over the CIF value (cost, 

international insurance and international freight). Rates vary in accordance with the products’ tariff code 

pursuant to the applicable harmonized system (usually, the Mercosur harmonized tariff schedule or NCM). 

In general, imported cars are subject to the maximum consolidated rate of 35% (i.e., MFN rate). 

On a regional level, Brazil signed preferential trade agreements with certain Latin American countries, the 

most relevant ones with Mexico, Uruguay, and Argentina, potentially allowing for duty free imports. 

Specific qualification rules (i.e., rules of origin), import quotas, and product’s restrictions may apply 

depending on each agreement. 

1.2. Import VAT/sales tax 
1.2.1. Federal excise tax (IPI) 

The federal excise tax levied on manufactured products (IPI) is a federal value- added “like” tax levied on 

nearly all the sales of industrialized products and on imports, including vehicles. In this sense, IPI 

taxpayers are in general importers and manufacturers (including those qualified as such by the law). IPI 

rates also vary in accordance with the product’s tariff codes. Vehicles are subject to specific rates (please, 

refer to section 6 for additional details). The IPI taxable basis over imports consists of the CIF value of the 

good added by the import duty. With respect to imports, the IPI is creditable by importers when importing 

for resale or manufacturing purposes (i.e., the IPI levied on importation can be used to offset the IPI due by 

the importer at a subsequent taxable resale or manufacturing transaction). If imported as a fixed asset or a 

consumable, IPI is a cost (non-creditable tax). Finally, certain automakers may benefit from specific import 

regimes waiving the IPI taxation of components upon clearance when imported as an input. 

1.2.2. Federal PIS-Import and federal COFINS-Import 

The “Employees Profit Participation Program over Imports” (PIS-Import) and the “Tax for Social Security 

Financing over Imports” (COFINS-Import) are taxes also known as social contributions and usually burden 

imports at the respective rates of 1.65% and 7.6%. Some exceptions apply depending on the product’s tariff 

code. This is the case for vehicles subject to increased rates of 2% and 9.6% respectively. The taxable basis 

of the mentioned social contributions is the CIF value. These taxes may also be creditable, provided that 

certain requirements are met (e.g., depending on the method used to calculate corporate income tax 

adopted by the importer, the destination of the goods, the sector of industry etc.). 

1.2.3. State value-added tax (ICMS) 

The state VAT (ICMS) is a state tax levied on importation and circulation of merchandise. ICMS rates vary 

in accordance with the good’s tariff classification, as well as the importer’s fiscal domicile. ICMS rates over 

imports usually range from 17% to 25% (some exceptions apply). Being a VAT, ICMS is usually a 

recoverable tax and can be offset against the ICMS levied on subsequent taxable transactions or the 

acquisition of fixed assets (since these fixed assets are used in activities resulting in transactions subject to 

ICMS). The ICMS taxable basis over imports consists of the CIF value, plus the import duty, the excise tax, 

the PIS/COFINS-Import, the ICMS itself (grossed up calculation), and certain customs expenses. If 

imported as a consumable, ICMS is a cost (non-creditable tax). 
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1.2.4. Merchant marine fee (AFRMM) 

Freely translated as “additional freight to the renewal of the merchant marine”, the AFRMM is a federal tax 

levied on maritime freight imports. The AFRMM’s taxpayer is usually the Bill of Lading’s (B/L) consignee, 

i.e., usually the importer of goods. In case of importation of goods, the AFRMM is usually calculated 

applying a 25% rate over the maritime freight value. The AFRMM is not recoverable by the importer, i.e., it 

is a cost (non-creditable tax). 

2. Car registration 
2.1. When does a car need to be registered? 
2.1.1. Identification 

Every vehicle must be individually identified by the manufacturer or assembler with a number engraved 

into the chassis or the monobloc engine, according to Brazilian legislation. This identification cannot be 

changed and is used to identify the vehicle itself, its manufacturer, characteristics and year of manufacture. 

In terms of external identification, vehicles also need to be supplied with two number plates, a front and a 

rear one, which are sealed according to the specifications issued by the National Transit Council. These 

plates are supplied upon the first acquisition of the vehicle. 

2.1.2. Registration 

Regarding registration, the Brazilian traffic rules also set forth that all automotive, electric, articulated, tow 

and semi-tow vehicles need to be registered. The registration process starts with the National Register of 

Automotive Vehicles (Registro Nacional de Veículos Automotores, otherwise known as RENAVAM), which 

assigns each vehicle a unique number which allows it to be identified in the course of its useful life. The 

RENAVAM keeps records of details, such as the original specifications of the vehicle, the owners, 

ownership transfers, any changes regarding the vehicle’s characteristics etc. The registration is finally 

cancelled when the vehicle is dismantled or deemed irrecoverable. 

Information on the chassis, monobloc, aggregates and unique features of the vehicle should be provided to 

RENAVAM: (i) by the manufacturer or assembler, before the commercialization, in case of national 

vehicle; (ii) by the national customs, in the case of vehicles imported by individuals; (iii) by the importer, if 

the vehicle is imported by a legal entity. Information received by RENAVAM will be passed to the executive 

organ of transit responsible for the vehicle registering. 

After the vehicle acquisition by an individual or legal entity, the owner must promote the vehicle 

registration with the State Transit Department located in the municipality of domicile, which must 

communicate the acquisition to the RENAVAM. The owner will then be given the certificate of vehicle 

registration rtificado de Registro de Veículo, or CRV). Please, note that a new certificate will be needed if 

one of the following situations occurs: 

• Ownership transfer 

• Changes regarding the owner’s residence 

• Changes to any of the car’s original characteristics 

• Changes to the car’s category 
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2.1.3. Licensing 

Licensing is required in order to allow a vehicle to circulate on public roads. The car owner must apply for a 

license from the State Transit Department where the vehicle has been previously registered. The certificate 

of vehicle registration and licensing (Certificado de Registro e Licenciamento de Veículo, or CRLV) is 

issued. Vehicle drivers must always have the CRLV at hand when driving on public roads in Brazil. 

Please note that vehicles destined to pull/drag other machinery or used for agricultural, construction or 

paving activities are also subject to being registered and licensed, in case they are allowed to circulate on 

public roads. 

2.2. Who can register a car? 

The car owner is responsible for obtaining the registration and licensing. The owner can be either an 

individual or a legal entity (a situation in which a legal representative of the company will have to perform 

such duty). 

In the case of individuals, the parents, sons, brothers and spouses of the car’s owner may also register and 

license the vehicle before state authorities on behalf of the owner. The registration and license procedures 

may also be carried out by a third-party representative, as long as the representative has a power of 

attorney. 

2.3. Is a foreign owner allowed to register a vehicle in the country? 

As per the traffic legislation in force, customs offices and border control agencies must always inform the 

RENAVAM about the temporary or permanent entry or exit of foreign vehicles into Brazilian territory. 

Please, find below the most common situations when a vehicle owned by a foreign owner may enter the 

country: 

2.3.1. Travelling 

A foreign vehicle can be used inside Brazilian territory for travelling purposes, as long as the requisites 

below are observed in each specific situation: 

• Vehicles owned by a foreign non-resident traveler utilized exclusively for border traffic: in this situation 

the vehicle owned by a foreigner is automatically submitted to the temporary admission regime. 

• Vehicles owned by a traveler resident in Mercosur countries: a car duly registered in a country which is 

part of the Mercosur (Southern Common Market, a trading bloc formed by Argentina, Brazil, Paraguay 

and Uruguay) may be used in Brazilian territory by (i) its owner, (ii) relatives of the owner, up to the 

second degree of consanguinity, without the need of an authorization, or (iii) a person authorized by the 

owner, as long as the driver holds the following documentation (the driver must be resident in one of 

the countries where the vehicle is registered, which are part of the Mercosur): 

– Valid identity card to circulate within Mercosur 

– Driving license 

– Document qualifying the driver as a tourist by the Brazilian immigration authorities 

– Authorization to drive (when applicable) 

– Document proving the ownership of the vehicle 

– Proof of insurance in force 

• Vehicles owned by a traveler resident in other countries (outside Mercosur): in this situation, the 

vehicle must be submitted to the temporary admission regime and the term of the authorization for the 

vehicle to stay in the country is linked to the term of the travel visa issued to the car owner. A simplified 

import declaration (Declaração Simplificada de Importação, or DSI) concerning the car must be 
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obtained, as well a responsibility term must be signed, which guarantees the payment of the suspended 

taxation due in case the temporary admission regime ends and the vehicle remains in Brazilian 

territory. 

2.3.2. Classic cars 

Cars older than thirty years and destined for private collections, for entertaining or cultural purposes, can 

be imported and registered in Brazil. However, the owner must be a member of an antique automobile 

association and the number plate for this kind of vehicle is also different from the ones destined for usual 

circulation across the country. 

2.3.3. Donation, inheritance 

Vehicles donated to a national resident or inherited by someone domiciled in Brazil from someone who 

died abroad can be imported and then registered/licensed in Brazil. 

2.3.4. Diplomatic missions and international organizations 

In the case of foreign diplomatic missions or representations of international organizations, the import of 

used cars is allowed and the vehicles must be registered and licensed as well. 

2.4. Can a vehicle with a foreign number plate be used on public roads? 

Please refer to the comments above. 

3. Car taxation 
3.1. What are the different car taxes? 

Please find below the main taxes levied on car ownership: 

• Tax on motor vehicle ownership (Imposto sobre a Propriedade de Veículos Automotores, or IPVA): 

This tax is a state tax payable on a yearly basis on all kinds of vehicles. The taxable event is the 

ownership of vehicles. The amount payable is based on the market value of the vehicle at the beginning 

of each year.  

• Annual license (Licenciamento Anual): This is a state tax levied annually on the issuance of the CRLV, 

which is mandatory for any vehicle in order to circulate on public roads. The value due corresponds to 

the pre-determined amount of the service rendered by the competent authority to issue the CRLV. 

Other charges: 

• Compulsory insurance for personal injuries caused by motor vehicles (Seguro DPVAT): Compulsory 

insurance imposed by federal law. 

3.2. Registration tax 
3.2.1. Taxable event 

Please refer to section 3.1 above. 

3.2.2. Taxable person 

For all four mentioned items, the car owner (individual or legal entity) is responsible for paying the 

taxes/charges. 

3.2.3. Tax due 

The amount of each tax/charge due will vary, according to the technical characteristics and utilization of 

the vehicle. For more details, please refer to section 3.1 above. 

3.2.4. Tax period 

As already mentioned, in general, the taxes and charges listed above are due annually. 
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4. Income taxes – Taxable persons 
Regarding individuals, there is no deduction allowed by Brazilian legislation when it comes to car expenses. 

If the car is owned by a legal entity and destined to attend company’s needs, however, it is depreciable for 

accounting purposes, and the depreciation expenses are, in principle, deductible for corporate income tax 

purposes, provided that the Brazilian company is under the taxable income regime for corporate income 

tax purposes.  

Depreciation is allowable on a straight-line basis over the useful life of the fixed assets, which shall follow a 

useful life report prepared by specialized experts. The depreciation rates may also follow the table provided 

by the Brazilian tax authorities; according to the referred table, in general, cars may be depreciated at a rate 

of 25 % per year - depreciation in four years. 

5. VAT/sales tax 
5.1. General 

In contrast to other jurisdictions, the Brazilian indirect tax system is threefold, varying in accordance with 

the activity that generates value added to the transaction. In this sense, the most important indirect taxes 

for non-financial entities are the IPI, the state VAT (ICMS) and the municipal tax on services (ISS). 

Especially after 2003, gross revenue taxes (PIS and COFINS) may also be subject to a VAT-like system (i.e., 

the non-cumulative regime), and are, therefore, also included in this analysis. 

The automotive sector is subject to certain peculiarities applied on the supply chain, where the credit-debit 

system is replaced by a system whereby a given taxpayer anticipates the collection of taxes on behalf of 

other taxpayers: it is the so-called “substitution tax regime” or WH-ICMS. A similar (but simplified) tax 

regime is also applied to PIS and COFINS. In this case, the system is known as a monophasic or “single-

phased” regime. 

Please, find below the main aspects of these taxes. 

5.2. IPI 

As previously mentioned, in addition to customs clearance of manufactured products, IPI is also due if the 

outflow transaction is carried out by a manufacturer (or a taxpayer qualified as such by law). As a general 

rule, manufacturers are legal entities performing manufacturing activities (e.g., transformation, assembly, 

renewal etc.). Other IPI taxpayers (i.e., entities deemed as manufacturers for IPI purposes) are importers, 

indirect importers, wholesaler of certain specific products (e.g., retailers of imported cosmetics) etc. 

As a general rule, the company may recover the IPI levied on the previous transaction and offset its amount 

against the IPI due on the sales transaction. Subsequent resale transactions carried out by non-ipi 

taxpayers (e.g., simple distributors or retailers) are not subject to IPI, being the tax on cost of these entities 

(non-creditable tax). 

When applicable, IPI is usually due on a transaction value and it is never included in the good’s amount, 

i.e., it is always charged separately (no gross up calculation). 

Like customs duty, IPI has been conceived much more as a tool of market regulation than having a 

collection purpose. Accordingly, sometimes the federal government constantly alters IPI rates to boost 

certain sectors of the economy, and other times to protect local industries. 

IPI is especially important in the automotive sector once it plays an important role in the market 

regulation. Until 2017, as part of the strategy to stimulate the competitiveness of the automotive industry, 

specifically focused on curbing imports and developing local suppliers, the Brazilian government created a 

new automotive policy: 2012’s “Plano Brasil Maior” and 2013’s “INOVAR-AUTO”. 

This strategy consisted in two steps: on one hand, the Government unveiled a 30% increase in the IPI rates 

applied to all cars, on the other hand, the same government created measures through waivers or specific 
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tax credits to offset this effect to established entities, imports from foreign partners (i.e., Mercosur and 

Mexico), as well as companies that have decided to invest in Brazil. 

During this period, the program was changed but, concisely, allowed the register of IPI presumed credits 

based on some expenses, such as R&D, engineering and acquisition of tools and strategic inputs. 

Nowadays there is a new tax incentive in course, the so-called program Rota 2030. This is a broader 

program with several tax incentives. As regards to IPI, there is the possibility of IPI reduction by the 

Federal Executive Branch, of up to 3%. Please note that the program was created by the Provisional 

Measure No. 843/2018 from July 5, 2018 and is pending of conversion into federal Law by the National 

Congress and IPI incentives will be possible only from 2022 (article 30, II of Provisional Measure No. 

843/2018). 

5.3. PIS and COFINS 
5.3.1. General 

On local transactions, PIS and COFINS are taxes (ie, social contributions) levied on the companies’ gross 

revenues. Depending on the actual circumstances of the company, PIS and COFINS shall be calculated at 

the following rates: 

• Cumulative regime (applicable to certain entities): 0.65% and 3%, respectively (with no credits 

available). 

• Non-cumulative regime (standard regime applicable to the majority of the entities): 1.65% and 7.60%, 

respectively (credits may be computed on certain items, as set forth in the legislation). It should be 

noted that, although the non-cumulative regime allows the recovery of credits (similar to the VAT 

system), the actual effect (i.e. the tax burden) will depend on a case-by-case analysis. This regime allows 

deduction, from the PIS and COFINS due, of credits calculated at the same tax rates (1.65% and 7.6%) 

over the following main costs and expenses: 

– Goods acquired for resale 

– Goods and services used as inputs in the manufacturing of products for sale or supply of services 

– Electricity 

– Rental expenses of certain items 

– Acquisition or depreciation of machines, equipment and other fixed assets used in the production 

of goods or supply of services 

– Expenses with constructions and improvements in properties used in the company’s activities 

– Return of goods (where revenue has already been subject to taxation) 

– Warehousing and freight 

There are many discussions involving PIS and COFINS credits. The Superior Court of Justice recently 

considered this matter (No. 1,221,170) and decided that the concept of input should be broader: costs and 

expenses considered essential or relevant to the execution of the taxpayer 's economic activity. 

Regardless of the calculation regime, PIS and COFINS are always included in the good’s value and charged 

within it (i.e., gross-up calculation). 

PIS and COFINS are payable on a monthly basis. 

Recent decision of the Supreme Court (“STF”) determined that the ICMS will no longer integrate the PIS 

and COFINS tax basis. The lawsuit that fixed this stipulation was the Extraordinary Appeal nº 574/706 

(RE-PR nº 574/706), which preceded more decisions in favor of the exclusion of the ICMS from the PIS 

and COFINS tax basis.  
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5.3.2.  Monophasic or ‘Single-phased’ system (sistema monofásico) 

The taxation set forth in Federal Law 10,485/2002 is known in Brazil as the “monophasic system” (sistema 

monofásico), since the manufacturer/importer is subject to PIS/COFINS at rates that are higher than the 

standard rates, but the subsequent sales made by wholesalers and retailers are not subject to additional 

PIS/COFINS burden. 

Federal Law 10,485/2002 establishes that the legal entities that manufacture or import self-propelled 

machines and vehicles classified under codes 73.09, 7310.29, 7612.90.12, 8424.81, 84.29, 8430.69.90, 

84.32, 84.33, 84.34, 84.35, 84.36, 84.37, 87.01, 87.02, 87.03, 87.04, 87.05, 87.06 and 8716.20.00 of the 

table of IPI tax rates (TIPI) are subject to PIS and COFINS on revenues relating to the sale of such products 

at the rate of 2% and 9.6%, respectively, under the monophasic system. 

The calculation basis of such taxes will be reduced by 48.1% in the case of sales of products classified under 

the following TIPI codes: 73.09, 7310.29.20, 7612.90.12, 8424.81, 84.29, 8430.69.90, 84.32, 84.33, 84.34, 

84.35, 84.36, 84.37, 87.01, 8702.10.00 Ex 02, 8702.90.90 Ex 02, 8704.10.00, 87.05, 8716.20.00 and 

8706.00.10 Ex 01 (only if used in products classified in Ex 02 of codes 8702.10.00 and 8702.90.90). 

In summary, the importers or manufacturers of products classified under the following NCMs will have 

specific tax treatment: 

 NCM 

Subject to monophasic 
system 

73.09, 7310.29, 7612.90.12, 8424.81, 84.29, 8430.69.90, 84.32, 84.33, 
84.34, 84.35, 84.36, 84.37, 87.01, 87.02, 87.03, 87.04, 87.05, 87.06 and 
8716.20.00 

Tax basis reduction in 
30.2% 

87.04 

Tax basis reduction in 
48.1% 

73.09, 7310.29.20, 7612.90.12, 8424.81, 84.29, 8430.69.90, 84.32, 84.33, 
84.34, 84.35, 84.36, 84.37, 87.01, 8702.10.00 Ex 02, 8702.90.90 Ex 02, 
8704.10.00, 87.05, 8716.20.00 and 8706.00.10 Ex 01 

In such calculation, the taxpayer will be able to use all the credits related to the non-cumulative system, as 

described above. 

As regards the subsequent sale of the products by the distributor, there will be no PIS and COFINS due. 

5.4. State value-added tax (ICMS) 
5.4.1. General 

The ICMS is levied on the circulation of merchandise, according to place-of- supply rules. Transactions 

carried out within the same state are subject to internal/intra-state rates (i.e., usually 17%; 18% in the 

States of São Paulo, Minas Gerais and Paraná; and 20% in the State of Rio de Janeiro). Inter-state 

transactions carried out between ICMS taxpayers, in turn, are subject to the following rates: 

• 12%: general cross-state rate 

• 7%: specific rule applicable on transactions carried out from taxpayers living in the south and south-east 

regions (except the State of Espírito Santo) to taxpayers residing in other regions or Espírito Santo. 

• 4%: rule applicable in the operations with imported goods and merchandizes carried out by any 

taxpayer. 

Please, note that if the transaction takes place between a taxpayer and a non- taxpayer domiciled in another 

state (i.e., individuals, exclusively service providers etc.) with the advent of EC 87/2015, the states began to 

distribute the value of ICMS to be collected in each operation.  

So the annual criterion was established on how this division will be made: 2017: 40% state of origin and 

60% destination state; 2018: 20% state of origin and 80% state of destination; and from the year 2019 the 

collection of the tax must be 100% for the state of destination. 
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The mentioned above is not applicable on direct sales of vehicles, performed by the automaker to end user, 

which deliver is made by the dealer.  

Finally, ICMS is usually calculated on the transaction value. On certain transactions, (e.g., sales to non-

ICMS taxpayers, fixed assets), the taxable basis also includes the IPI amount. Regardless of that, ICMS is 

always included in the good’s value and charged within it (i.e., gross-up calculation). 

ICMS is payable on a monthly basis. 

States have regulated in particular ways the tax burden of ICMS on automobiles. In this sense, there are 

specific rates and tax basis reductions in several cases. In order to provide an overview, please find below 

the current ICMS tax treatment of sport cars (classified under the NCM 8703.24.90, as an example) in all 

Brazilian states on sales within its territories: 

Brazilian states 

 

No State Tax rate Tax basis 
reduction 

Total tax burden 

1 Rio Grande  
do Sul 

18% In 33.33% 12% 

2 Santa Catarina 12% N/A 12% 

3 Paraná 12% N/A 12% 

4 São Paulo 12% N/A 12% 

5 Minas Gerais 12% N/A 12% 

6 Rio de Janeiro 20%  In 40%  12% 
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No State Tax rate Tax basis 
reduction 

Total tax burden 

7 Espírito Santo 12% N/A 12% 

8 Mato Grosso do 
Sul 

17% In 29.41% 12% 

9 Mato Grosso 17% In 29.41% 12% 

10 Goiás 17% In 29.41% 12% 

11 Distrito Federal 12% N/A 12% 

12 Bahia 12% N/A 12% 

13 Sergipe 18% In 33.33% 12% 

14 Alagoas 18% In 33.33% 12% 

15 Pernambuco 12%  N/A 12%  

16 Paraíba 18% 

25% imported 

In 33.33% 

In 28%    

12% 

18% 

17 Rio Grande do 
Norte 

18% 

25% imported 

In 33.33% 
 

12% 

25% 

18 Ceará 17% In 29.41% 12% 

19 Piauí 17% In 29.41% 13% (1% FECOP) 

20 Maranhão 18% N/A 18% 

21 Tocantins 12% N/A 12% 

22 Pará 12% N/A 12% 

23 Rondônia 17,5% In 31.43%  12% *  

24 Acre 17% 

25% imported   

In 29.41% 

In 52% 

12% 

12% 

25 Amapá 18%  In 33.33% 12% 

26 Roraima 12% N/A 12% 

27 

 

Amazonas 

 

27% luxury cars 

18% other cars 

N/A 

In 33.33% 

 

27% (2% FECP) 

14% (2% FECP) 

 
In 

* It cannot result in a tax burden of less than 12% 

5.4.2. Transactions subject to the ICMS substitution regime (ICMS-ST) 

As a general rule, in the ICMS ordinary collection process the tax is due at each part of the economic chain 

from manufacturing and/or importation to final customer. However, based on article 128 of the Brazilian 

Tax Code (CTN), as well as on article 5 of Complementary Law 87/1996, states are entitled to demand in 

advance the payment of the ICMS due in the entire chain, transferring the payment obligation of all 

taxpayers involved to one single taxpayer – usually the manufacturer or importer – also known as 

“substitute taxpayer”. 

In other words, under such a collection process, commonly known as the ICMS substitution regime, the 

substitute taxpayer becomes responsible for paying not only the ICMS that is levied on its own 

transactions, but also the tax due on the subsequent transactions carried out by the remaining taxpayers of 

the economic chain of the product up to the final consumer. 
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Normally, the ICMS-ST is calculated over a presumed basis (MVA) arbitrated by the tax authorities based 

on an estimated price to the final consumer. 

5.4.3. Operations subject to the 4% rate – Federal Resolution 13, of 2012 

In 2013, the Federal Senate enacted the 4% rate for ICMS in the interstate transactions carried out with 

imported goods and merchandizes. 

The rule is applicable to the goods and merchandizes which, after the customs clearance was concluded, 

were not subject to a manufacturing process, and, if subject to any process of transformation, 

improvement, assembling, packaging, repackaging or renovation/renewing process, which possess an 

imported content higher than 40% (forty percent). 

The Resolution provides that, in the operations performed with imported goods or merchandizes which 

were subject to a manufacturing process, the taxpayer manufacturer will have to fill out and submit an 

Imported Content Form (FCI), as provided in the ICMS Agreement 38/2013. 

Such measure was implemented by the Brazilian Federal Government for purposes of holding equivalent 

the rules for interstate operations, of restricting the differentiated rates adopted by the respective State 

Governments and avoiding the so-called “fiscal war” existing between the Brazilian States. 

5.5. Municipal tax on services (ISS) 

ISS is the municipal tax levied on services rendered in Brazil, both by local and foreign services providers 

(in case of importation of services). Its regulations are set forth by the Complementary Law 116/2003. 

The ISS is due, as a general rule, to the municipality where the service provider is established. Exceptions 

are made to some specific services upon which the ISS is due to the municipality where the services are 

rendered, e.g., construction- related services. 

Rates vary from 2% to 5% depending on the municipality and on the service rendered. As a general rule, 

municipalities are not allowed to establish rates below 2%. 

In case of the exportation of services, the ISS is not levied, except if the services are rendered in Brazil or 

the results of these services are verified in Brazil. 

5.6. Hire purchase: Supply of goods? 

Providing that the hire purchase is termed on an instalment plan, since it is not an agreement established 

on Brazilian civil code, the transaction will be deemed as a sale of car and taxed accordingly, as described 

above. 

5.7. Leasing: Supply of services? 

As a general rule, leasing of vehicles is not considered a supply of services, therefore not subject to Service 

Tax (ISS). However, it is important to clarify that financing is considered a service for tax purposes. Hence, 

whenever leasing of vehicles is in essence a financing activity (no matter if named Leasing agreements, 

operational, financial or lease-back), it will be taxed as services, subjected to ISS. 

In this sense the Brazilian Supreme Court has already pacified this understanding in Extraordinary Appeal 

No.592905/SC, on December 2009. 

6. Company car 
6.1. VAT/sales tax due on private use of company cars 

With regards to VAT/sales taxes, there is no specific taxation on private use of company cars. 
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6.2. Company car in personal tax returns – benefit in kind 
6.2.1. Brazilian income tax return 

Every resident taxpayer in Brazil is required to file an income tax return for each tax year (a calendar year 

comprehends January 1 to December 31). As a general rule, an individual has to file the tax return by the 

last business day of April and no extension of time to file is allowed. 

One of the schedules of the individual income tax return is a worldwide list of assets and liabilities. 

Taxpayers are required to report items of their net worth such as real estate property, cars, boats, checking 

accounts, savings accounts, investments, shares etc. All assets should be stated at cost. Likewise, any 

liabilities, such as personal loans and mortgages should be demonstrated. 

Since there is no income tax on property, the authorities use the list to check if the increase in the 

taxpayer’s net worth is compatible with the reported income, the reason for which being that the cost basis 

must be reported and maintained in the list of assets and not the fair market value. 

In view of the above, a car used by an employee, but owned by the company, should not be included in the 

individual’s income tax return as an asset since it is not part of the employee’s property/assets. 

6.2.2. Benefit in-kind 

However, it is important to mention that in case a company car or a private car is granted by the employer 

to the employee and it is not necessarily for the performance of the work and the employee uses it 

habitually, it should be considered as a fringe benefit and, thus, part of the employee’s remuneration. As a 

consequence, the corresponding amount should be included in the Brazilian payroll and should be included 

as an income properly taxed in the individual’s tax return. 

Please be aware that if the individual uses the company car during the week (five days) for work purposes 

but remains with the car during the weekends (two days) when he/she uses it for private purposes, the 

Brazilian tax authorities may require taxation on 2/7 of the amount corresponding to the car benefit. 

In both cases, the value corresponding to the benefit can be considered as an operational expense for 

corporate tax purposes, since it is deemed the salary of a certain identified employee. 

However, if the company grants the benefit but does not include it in the employee’s remuneration and 

consequently does not identify the beneficiary, the company will be subject to corporate income tax 

withheld exclusively at source at the rate of 35% flat. 

Finally, if the company car is used exclusively for work purposes, there will be no tax consequences for the 

individual or for the company and the pertinent amount will be deductible for corporate income tax 

purposes. 

6.3. Social security and labor aspects 

According to the Brazilian labor and social security legislations, any benefit in kind, such as a company 

vehicle, received as routine (habitually) must be considered as part of the employee’s remuneration and, as 

such, should be considered in the calculation of all labor and social security charges, as described below. 

Labor charges: 

• 13th salary – equivalent to one-month salary usually paid in two instalments, one in November and one 

in December. 

• Vacation bonus – equivalent to 1/3 of the salary paid in addition to the salary paid during vacation. 

• Government Severance Indemnity Fund for Employees (FGTS) – for individuals considered employees, 

the Brazilian company must make a monthly deposit to the FGTS at an amount equal to 8% of an 

employee’s remuneration, in an employee’s blocked account. In case of a dismissal without cause, the 
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employee may withdraw this fund with an additional 40% fine over its total balance. The company must 

contribute an additional 10% fine to a government social fund. 

Social charges: 

• Monthly employer’s social security contribution of up to 29% on the total amount paid monthly to the 

employee. 

• Monthly employees’ social security contributions ranging from 8% to 11%, limited to 513.01 BRL (for 

fiscal year 2015). 

7. Income taxes – drivers’ personal taxation 
7.1. Private use 

The private car (owned by the taxpayer), even if it is granted by the company, must be reported in the 

owner’s personal tax return in the list of assets (Bens e Direitos) with a specific code. The following items 

must be informed in the tax return: 

• Acquisition value 

• Date of purchase 

• Seller’s information (name, Brazilian taxpayer identification number, or CPF) 

• Car information (year of fabrication, brand, plate etc.) 

Please, be aware that if the private car is granted by the company to the individual, the same principles 

mentioned in sections 7.2.2 and 7.2.3 above are applicable. 

7.2. Commuter traffic 

Brazilian legislation only authorizes the company to pay commuter traffic equivalent to the public 

transportation cost. If its value exceeds the amount corresponding to the public transportation cost, the 

difference is considered as a fringe benefit and should be included in the employees’ remuneration for all 

purposes (labour, social security and income tax). As a general rule, companies may deduct up to 6% of the 

base salary from the employee’s remuneration. 

7.3. Business kilometers 

Although the Brazilian legislation does not specify this item, the reimbursement of business kilometers 

should not be considered as part of the employee’s remuneration and, as such, should not be included in 

the calculation of labor, social security and income tax charges. 

8. Selling a car (capital gains taxation) 
8.1. Taxable persons 

Legal entities may recognize a capital gain when selling a car, as long as the car is a fixed asset for the 

company and not merchandise. Taxation on capital gains will depend if the legal entity is resident or non-

resident. 

8.1.1. Resident legal entity 

The capital gain will be recognized in the accounting books of the Brazilian entity and, thus, the capital gain 

will represent a revenue inside the company’s profits, which shall be taxed according to the corporate 

income tax regime to which this entity is subject (e.g., Lucro Real or Lucro Presumido). The current 

corporate income tax rates are (i) 25% (15% plus a surcharge of 10% on annual taxable income in excess of 

240,000 BRL) for the IRPJ (corporate income tax); and (ii) 9% for the CSLL (social contribution on net 

income). 
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8.1.2. Non-resident legal entity/individuals 

As per Brazilian tax legislation, the capital gains taxation applicable for non- residents will follow the same 

rules applicable to Brazilian residents. In summary, the capital gain is the positive difference between the 

sale’s price of the asset or right and the related acquisition cost. The capital gain is subject to withholding 

tax (WHT) at 15% (or 25% if the seller is domiciled in a tax haven jurisdiction). The WHT has to be 

withheld and remitted to the tax authorities by the acquirer or its attorney-in-fact in Brazil. 

8.1.3. Resident individuals 

The individual tax resident of Brazil who receives at any time a capital gain in the sale of assets or rights, of 

any nature, is subject to the income tax on capital gain, in a definitive basis. The capital gain is the positive 

difference between the sale’s price of the asset or right and the related acquisition cost. The capital gain is 

subject to the definitive income taxation at the rate of 15%. The calculation and payment of the mentioned 

tax, upon the sale of assets and rights, should be made separately from any other taxable earnings received 

in the month. Note that losses in a sale cannot be offset against gains obtained in another, even if they 

occur in the same month. In addition, it should be emphasized that the tax on capital gain cannot be 

adjusted in the annual income tax return. 

8.1.4. Exemptions 

According to the Brazilian tax legislation, the capital gain earned in the sale of assets and rights of small 

value is exempt from income tax, considering the unit price, in the month of sale, is equivalent to or lower 

than 35,000 BRL. As a general rule, vehicles are sold with losses because of their devaluation. 

8.2. Private individuals 

In principle, the sale of a car owned by individuals will not trigger any indirect tax, provided that they are 

not ICMS taxpayers. 

9. Research and Developments 
Innovation has proven to be a successful corporate strategy for preserving and growing the business of 

companies and also increasing the social and environmental benefits of the cities, states and countries that 

they are located.  

Therefore, in line with the state's function of providing the common good, its role as a promoter of 

technological development activities through the articulation of a national policy of innovation and 

technology, with the intention to bring more investments, has been consolidated in the recent decades here 

in Brazil.  

Listed below are some laws that focus on tax benefits arising from the company's innovative performance:  

9.1. Federal Law nº 11.196 of 2005, freely translated as “Law of Good”  

At the option of the company and for tax purposes, research and development expenditure may be 

deducted when incurred or deferred until the end of the project and then amortized over a period of not 

less than five years.  

In 2005, the Brazilian Legislation introduced tax incentives for projects geared towards the technological 

innovation, by the promulgation of the Law nº 11.196 of 2005. This regulation brings incentives such as:  

a) Additional exclusion (still considering the 100% already calculated) of 60% to 80% of expenditures on 

technological innovation from the IRPJ (corporate income tax) and CSLL (social contribution on the 

net income) calculation basis, plus an additional 20% for expenditures related to technological 

research and development of technological innovation;  

b) 50% reduction in the IPI (tax levied on manufactured products) rate of the equipment, machinery, 

instruments, equipment, spare accessories and tools that accompany these goods for research and 

technological development; 
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9.2. “Route 2030”- Requirements for the Commercialization of Vehicles in 
Brazil - Auto Parts Tax Regime not produced - MP Conversion No. 
843/2018 – Federal Law No. 13.755 / 2018  

On December 11, 2018, the Federal Law nº. 13.755 was published, in conversion to the Provisional Measure 

nº 843/2018, which established mandatory requirements for the commercialization of vehicles in Brazil, 

therefore instituting the Route 2030 - Mobility and Logistics Program that regulates the tax regimen of 

non-automotive produced.  

9.2.1. Commercialization and importing new vehicles  

Mandatory Requisitions: The Federal Executive Branch will establish mandatory requirements for the 

commercialization of new vehicles produced in Brazil and for the importation of new vehicles classified 

under codes 87.01 to 87.06 of Tipi (Tax on Industrialized Products Incidence table). Relating to the 

vehicles labeling, the vehicles energy efficiency and the structural performance associated with assistive 

technologies, in compliance with the other provisions specified in the law.  

IPI tax reduction (Start 2022): The law stipulates that the Federal Executive Power may reduce IPI 

rates for the vehicles mentioned above: (i) up to 2 percentage points, for vehicles meeting specific efficiency 

requirements; and (ii) up to 1 percentage point for vehicles meeting specific performance requirements 

associated with driving assistive technologies, observing the other particularities of the norm. 

It is important to mention that the sum of the above-mentioned tax rate reductions is limited to 2 

percentage points.  

Administrative Sanctions: The sale or importation of vehicles in the Brazil, without the registration act 

mentioned in the Route 2030 Law, as well as the non-fulfillment of the energy efficiency target, also 

addressed among other things, will impose on the manufacturer or importer, administrative penalties 

specified in the regulation. 

9.2.2. Route 2030 Program  

This program has the objective to support the technological development, competitiveness, innovation, 

vehicle safety, environmental protection environment, energy efficiency and quality of cars, trucks, buses, 

engine chassis and auto parts. 

This program has, among others, the following guidelines: 

(i) Increase investments in research, development and innovation in the country; 

(ii) Stimulate the production of new technologies and innovations, according to technological global 

trends; 

(iii) Increase the productivity of the mobility and logistics industries.  

9.2.3. Who can be a part of the program?  

Will be able to be part of this program the companies that:  

(i) Produce vehicles classified under Tipi (Tax on Industrialized Products Incidence table) codes 87.01 to 

87.06 in the country, auto parts or strategic systems for the production of vehicles classified under 

these Tipi codes regulation of the federal executive branch; or 

(ii) Have a technology development and production project approved for the production in the country of 

existing products or new product models mentioned above, or new solutions mobility and logistics 

strategies, according to the federal executive power regulation. 

They may also qualify for the “Route 2030” Program, pursuant to item “ii” above, still subjected to the 

provisions specified in the law, and in accordance with the Federal Executive Power, the companies that:  
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(i) Have, on the date of publication of MP No. 843/2018, a project for the development and a 

technological production for the installation of new plants or industrial projects; 

(ii) Have an investment project related to INOVAR-AUTO (Law No. 12.715 / 2012), with the purpose of 

installation of a light vehicle factory in the country with annual production capacity of up to thirty-five 

thousand units and with a specific investment of at least 17,000.00 BRL per vehicle; 

(iii) Have an investment project related to the installation of a light vehicle factory, with capacity for an 

annual production of up to thirty-five thousand units and with a specific investment of at least 

23,300.00 BRL; or 

(iv) Have an investment project related to the installation, in the country, of a production line of vehicles 

with alternative propulsion technologies to combustion. 

Expenditure on research and technological development may be made in the form of research, 

development and innovation projects and priority programs to support the industrial and technological 

development for the automotive sector and its chain, according to federal executive branch, in partnership 

with specified companies.  

9.2.4. The Route 2030 Incentives  

The legal entity qualified in the “Route 2030” Program may deduct from the IRPJ (corporate income tax)/ 

CSLL (social contribution on the net income) due, the amount corresponding to the application of the 

IRPJ/ CSLL rates and surcharges on up to 30% of the expenditures made in the country, in the calculation 

period itself. Provided that they are classified as operating expenses under IRPJ legislation and applied in 

research and development, as specified in the law. 

It is noteworthy that the above deduction may not exceed, in each calculation period, the amount of the 

IRPJ (corporate income tax)/ CSLL (social contribution on the net income) due on:  

(i) Actual income and quarterly adjusted income;  

(ii) Real profit and in the adjusted result calculated in the annual adjustment; or  

(iii) The estimated basis of calculation calculated based on the gross revenue and additions or based on the 

balance sheet or balance sheet result. 

The law also provides that the amount deducted from IRPJ (corporate income tax) and CSLL (social 

contribution on the net income) calculated from the estimated calculation basis above will not be 

considered as IRPJ/CSLL paid by estimate for the purposes of calculating the tax due.  

The portion calculated in excess of the deduction limit may only be deducted from the IRPJ/CSLL due, 

respectively in subsequent calculation periods, and the deduction shall be limited to 30% of the value of the 

tributes. 

It should be noted that, in the event of expenditure on research and technological development considered 

strategic, as specified in the law Route 2030, without prejudice to the deduction of taxes above, the 

company might benefit from the additional deduction of IRPJ/CSLL. This deduction must correspond to 

the application of the rate and surcharge of said taxes on up to 15% on this expenditure, limited to 45% of 

such expenditure. 

It is noteworthy that the deductions mentioned above were permitted to be done only from only be made 

from 01.01.2019 to qualified companies until that date and, from the qualification to the qualified 

companies after date. 

The amount of the consideration for the anticipated tax benefit recognized in operating income will not be 

computed in the PIS/COFINS and IRPJ/CSLL calculation basis. 
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10. Future developments 
With the aid of technology, vehicles are heading towards innovations and technologies in favor of 

environmental, urban mobility and traffic safety aspects. Biofuels, hybrids and electric vehicles are already 

real and have been implanted. Other ways to set vehicles in motion, such as hydrogen cells and even other 

unimaginable technology will be tested in the next years. Vehicles also tend to be more global with regard 

to their own conception. 

This also means that these new concepts, developed domestically or brought from abroad, will also be 

internalized in the country, considering the local vocation, characteristics and particularities. 

It has already been circulated in the local media that the government is working on a project to reduce 

taxes levied on electrical and hybrid vehicles. The government has been analyzing alternatives to stimulate 

the use of these vehicles, in addition to the reduction of the taxes usually levied on them. 

11. Legal background 
• Brazilian Federal Constitution of 1988 

• Complementary Law 87/1996 

• Complementary Law 116/2003 

• Federal Decree 3,000/1999 (Income Tax Regulation) – articles 117, 674 and 675, among oth0065rs 

• Federal Decree 5,637/05 (incorporated Resolution 35/02 from the Common Market Group of the 

Mercosur into Brazilian legislation) 

• Federal Decree 6,759/09 

• Federal Decree 7,819/2012 (regulates the INOVAR-AUTO Program) 

• Federal Decree 7,212/2010 

• Federal Decree-Law 5,452/1943 (Brazilian Labor Code) – article 458, among others 

• Federal Law 10,485/2002 (regulates PIS/COFINS – Monophasic system) 

• Federal Law 10.637/2003 

• Federal Law 10.833/2003 

• Federal Law 5,172/1966 (Brazilian National Tax Code) 

• Federal Law 6,194/74 

• Federal Law 6,729/79 (regulates the commercial concession between vehicle manufacturers and 

dealers) 

• Federal Law 7.418/1985 and Federal Decree 95.247/1987 (Commuter Traffic) 

• Federal Law 8.212/91 (social security legislation) 

• Federal Law 9,249/95 

• Federal Law 9,503/97 (Brazilian Traffic Code) 

• Federal Law 9,826/1999 

• Federal Resolution 13/2012 (establishing the rate of 4% of ICMS on interstate transactions) 
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• Normative Instruction 162/1998 of the Federal Revenue Services 

• Normative Instruction 611/2006 of the Federal Revenue Services 

• Normative Opinion COSIT 11/1992 

• Ordinance 03/1886 of the National Department of Transit 

• Ordinance 235/2006 of the Ministry of Commerce 

• Provisional Measure 627/2013 

• Resolution 286/2008 of the National Transit Council 

• State ICMS regulations – of all Brazilian States 

• EC 87/2015 

• Provisional Measure 843/2018 

• Federal Law 13.755/2018 

• Federal Law 11.196/2005 
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Bulgaria 

1. Car registration 
1.1. When does a car need to be registered? 

Within 1 month after a vehicle has been purchased or imported into the territory of Bulgaria it should be 

registered. This does not concern cars acquired with the sole purpose to be resold by a business entity, i.e. 

booked as goods. 

1.2. Who can register a car? 

The owner of the vehicle shall personally present the vehicle and the relevant documents before the 

competent state authorities within the above-mentioned timeframe. When the vehicle is co-owned, the 

registration procedure can be done by one of the co-owners, based on a written authorisation from the 

other(s). 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, it is possible, but for certain types of foreign persons a particular legal regime will be applicable, 

namely: 

• citizens of EU and EEA countries as well as of Switzerland and members of their families are entitled to 

register their vehicles in Bulgaria upon obtaining a long-term residence certificate or permanent 

residence certificate; 

• other foreign individuals are entitled to register their vehicles in Bulgaria upon obtaining a temporary 

residence permit in the country for at least three months, carrying special registration plate numbers; 

• diplomatic, consular, commercial and other missions and their personnel, as well as missions of 

international representative organizations and consulates lead by honored consuls in Bulgaria, are 

registered freely in the country, carrying special registration plate numbers. 

1.4. Can a vehicle with a foreign number plate be used on public roads? 

Yes, subject to payment of a local vignette fee. It is currently envisaged that, as from 1 March 2020, vehicles 

with a technically admissible maximum mass above 3.5 tons should pay a toll fee based on the actual 

distance covered (instead of a vignette), in order to use certain public roads.  

2. Car taxation 
2.1. What are the different car taxes? 

• Property tax on cars 

• Transfer tax on vehicles 

• Environmental fee 

• Customs duty 

It should be noted that as of January 1, 2010 cars are excluded from the scope of excise duties. 

2.2. Property tax on cars 
2.2.1. Taxable event 

With the changes in force from January 1, 2015, there is no need to declare the vehicle separately before the 

respective municipality. The required information about the vehicle should be collected by the municipal 

authorities from the register of vehicles maintained by the Ministry of Interior. The information on the tax 

due should be provided by the municipal authorities to the taxable person.  
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The owners should declare the cars before the relevant municipal authority in a two-month period 

following the acquiring of the car in the following cases: 

• If the car is owned by more than one person; 

• If the owner/s of the car do not have a permanent address or seat in Bulgaria; 

• There are grounds for exemption from the property tax on cars or certain tax relief related to buses 

carrying passengers on regular lines subsidized by the respective municipality (This amendment 

entered into force on 1 January 2020). 

If a car is inherited a declaration should be submitted to the respective municipal authority in a six-month 

period. 

2.2.2. Taxable person 

The property tax should be paid by the owner of the vehicle. 

2.2.3. Tax due 

The property tax for a car is determined by each municipality based on two components. The first 

component is determined based on the engine power of the car adjusted with the year of its manufacturing. 

The second component is determined based on the ecological category of the car.  

The base for the first component is determined by each municipality within the following statutory ranges: 

• For cars up to 55kW inclusive, from 0.34 BGN to 1.20 BGN for each kilowatt 

• For cars above 55kW up to 74kW inclusive, from 0.54 BGN to 1.62 BGN for each kilowatt 

• For cars above 74kW up to 110kW inclusive, from 1.10 BGN to 3.30 BGN for each kilowatt 

• For cars above 110kW up to 150 kW inclusive, from 1.23 BGN to 3.69 BGN for each kilowatt 

• For cars above 150 kW up to 245 kW inclusive, from 1.60 BGN to 4.80 BGN for each kilowatt 

• For cars above 245 kW, from 2.10 BGN to 6.30 BGN for each kilowatt 

Depending on the year of the manufacturing of the car, the base for the first component shall be multiplied 

with the following coefficients: 

Number of years since the year of manufacturing (including the year of manufacturing) Coefficient 

More than 20 years 1.1 

From 15 to 20 years  1 

From 10 to 15 years 1.3 

From 5 to 10 years 1.5 

Up to 5 years  2.3 

 

Depending of the ecological category of the car, the first component is then multiplied by the following 

coefficient (the second component): 

Ecological category (EC) Coefficient 

Without EC or with Euro 1 or Euro 2 1.10 – 1.40 

Euro 3  1.00 – 1.10 

Euro 4 0.80 – 1.00 

Euro 5  0.60 – 0.80 

Euro 6 or EEV 0.40 – 0.60 
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In view of the above, the formula for calculation of the property tax for cars is the following: First 

component (tax base determined as per the engine power x coefficient as per the year of manufacturing) x 

Second component as per the ecological category. 

In such a way, the property tax determined under the first component is increased for the automobiles 

without EC or with EC Euro 1, Euro 2 or Euro 3, and decreased for the automobiles with EC Euro 4, Euro 5, 

Euro 6 or EEV.  

Since 1 January 2019, these taxation rules are applicable not only for cars, but also for trucks/lorries with 

technically admissible maximum mass up to 3.5 tons.  

2.2.4. Tax period 

The property tax on cars is due for a calendar year and should be paid in two equal instalments – by June 

30, and then by October 31. A 5% decrease of the tax applies provided the whole amount of the tax liability 

due for the calendar year is paid by April 30. 

2.3. Transfer tax on vehicles 
2.3.1. Taxable event 

A transfer tax is due in respect of a transfer of the ownership of an automobile that was already registered 

in Bulgaria. 

2.3.2. Taxable person 

The new owner of the automobile, unless explicitly agreed otherwise. 

2.3.3. Tax due 

0.1% to 3% on the insurance value of a car (the exact rate within this range is determined separately by 

each municipality). 

2.3.4. Tax period 

Upon the transfer of ownership. 

2.4. Environmental fee 
2.4.1. Taxable event 

An environmental fee is due upon acquisition of an automobile brought into Bulgaria from another 

member state or importation of an automobile. 

2.4.2. Taxable person 

The owner of the automobile. 

2.4.3. Tax due 

Type of 

motor 

vehicle 

Automobile

s with 

internal 

combustion 

engine (M1 

and N1 

categories) 

Automobile

s with 

internal 

combustion 

engine (M2 

and N2 

categories) 

Automobile

s with 

internal 

combustion 

engine (M3 

and N3 

categories)  

Automobile

s with 

hybrid 

engines 

(M1 and N1 

categories) 

Electric 

vehicles 

(M1 and N1 

categories) 

/product 

fee payable 

as from 1 

January 

2022/ 

Fee per unit 

New BGN 125 BGN 625  BGN 938 BGN 100 BGN 102 
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Used up 

to 5 

years 

BGN 194 BGN 970  BGN 1455 BGN 170 

Used 

from 5 

to 10 

years 

BGN 290 BGN 1450  BGN 2175 BGN 240 

Used 

more 

than 10 

years 

BGN 310 BGN 1550  BGN 2325 BGN 255 

 

2.4.4. Tax period 

Upon acquisition or importation of the automobile, and before its first registration in Bulgaria. 

2.5. Customs duty 
2.5.1. Taxable event 

Customs duties are due upon the importation of the automobiles. 

2.5.2. Taxable person 

Custom duties are due by the importer. 

2.5.3. Tax due 

The customs value of the imported automobiles is subject to a customs duty rate of 10%, unless a lower rate 

applies under a preferential agreement signed by the EU with third countries. The customs value is 

determined based on the invoice price (insurance value if there is no sale), plus certain additional expenses 

like transportation costs, insurance, etc. 

2.5.4. Tax period 

Upon importation. 

3. Income taxes – taxable persons 
The costs related to private cars are not deductible for income tax purposes.  

The private usage of company cars is considered a taxable benefit. However, there are no defined explicit 

rules in Bulgarian law on the formation of the taxable base in such cases and the way of taxation, so the 

general rules of taxation of benefits are followed on a case by case basis. 

4. VAT 
4.1. General 

Bulgarian Value-Added Tax (VAT) at the standard rate of 20% is, in principle, due on the purchase, 

acquisition and importation of vehicles. 

Acquisition of second-hand vehicles (with mileage above 6,000km and registered for the first time more 

than six months ago) from other EU member states does not lead to VAT obligations in Bulgaria, except 

where the special margin scheme for second-hand vehicles is applied. 

Upon the importation of an automobile, 20% VAT is charged on the customs value plus the customs duty 

and environmental fee.  
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4.2. Deduction 

VAT recovery is denied for the acquisition, importation, maintenance, repair, improvement and 

exploitation of a motorcycle or an automobile (with six or less seats, including the driver’s seat), unless 

used exclusively or as part of the core business activity of a person for the performance of transport, 

security, taxi, rental, courier or driving lessons services, or for subsequent resale. 

The above restriction does not apply for motor vehicles designated for cargoes or motor vehicle with 

permanently built-in technical equipment for the purposes of the performed economic activity by the 

registered person. 

VAT incurred for the purchase, maintenance, repair and exploitation of trucks, lorries, buses, and 

passenger cars with seven or more seats is recoverable where the vehicles are used for the taxable economic 

activity of the registered person. 

4.3. Hire purchase: Supply of goods? 

The hire purchase (definite transfer of ownership agreed at the end of the hire term) is considered a supply 

of goods whereby the VAT becomes due on the whole value of the vehicle when placed at the disposal of the 

hirer/purchaser. 

The interest due is considered a separate VAT-exempt financial service. An option to tax (for the seller) 

exists for the interest element. 

4.4. Leasing: Supply of goods or service? 

A lease agreement containing a purchase option (freely exercisable by the lessee at the end of the contract 

term) is considered a supply of goods from a Bulgarian VAT perspective if the aggregate amount of the 

leasing instalments (excluding the interest due) is identical to the market price of the vehicle as at the date 

of delivery. The VAT under such lease contracts becomes due upon delivery.  

This treatment applies to lease agreements concluded from January 1, 2014 onwards. 

If a lease agreement is amended and as a result the market price of the car becomes identical with the 

aggregate amount of the lease instalments due, it is considered that at the date of the amendment of the 

agreement the lessor performs a supply of goods. In such case the taxable base is equal to the amount of the 

lease instalments due (excluding VAT) after the amendment of the lease agreement. 

Lease agreements where the above conditions are not met and there is no definite transfer of ownership 

agreed at the end of the agreement are considered supply of service under the Bulgarian VAT legislation. 

The VAT Act provides a special regime for the short-term hire of motor vehicles (delivered for a maximum 

period of 30 days). In such cases Bulgarian VAT is chargeable if the motor vehicle is physically handed over 

in the country. 

5. Company car 
5.1. VAT due on private use of company cars 

No VAT is charged on the private use of a company car, unless input VAT credit has been deducted for the 

car in accordance with the special rules outlined in Section 4.2 above. 

As from 1 January 2016, more detailed rules came into force as regards cases where goods and services are 

used both for business and private purposes and input VAT has been previously deducted upon their 

acquisition, importation or production. In such cases, the registered persons will be obliged to charge VAT 

on the goods or services proportional to their use for personal needs. The taxable base for providing 

services for private purposes should include (as until now) all direct expenses related to the performed 

services, but as of 2016, the expenses for depreciation should also be taken into account. These expenses 

will be calculated for each tax period in accordance with the linear method for 5 years  from the tax period 

in which the right of input VAT deduction has been exercised. For leased cars (not treated as a supply of 
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goods) – the lease installment is included instead of the depreciation. The taxable event is deemed to occur 

on the last day of the respective month. 

As of 1 January 2017, specific rules were introduced in the Bulgarian VAT Act for the so-called 

“proportional” deduction of input VAT upon acquisition, importation or production of goods, or upon 

receipt of services, which will be used for both business and private purposes. In other words when it is 

clear that the car will be used for both business and private purposes, proportional input VAT deduction 

shall apply from the moment of acquisition (instead of deducting full input VAT and charging output VAT 

for the private use on a monthly basis as explained above). The proportion should be based on a so-called 

“reasonable” time or quantity-based method. More detailed rules on subsequent adjustments of input VAT 

credit were also promulgated. Such adjustments may be required on an annual basis if there is a change in 

the use of the goods or services, for which VAT credit was used. 

5.2. Company car – income taxes 

Bulgarian legislation provides for specific rules regarding the taxation of company cars. Generally, if a 

company car is used for business purposes only, the costs are fully deductible for the company and non-

taxable for the individual. 

Currently, the maximum tax depreciation rate applicable for a company car is 25% per year. 

If the car is used for private purposes, all relevant costs are seen as personal income of the employee 

subject to 10% personal income tax. In case the car is used for both business and private purposes, the 

company may choose to: 

i/  include the costs proportional to the private use in the employees’ payroll (and apply 10% personal 

income tax), or  

ii/ apply 10% one-off tax at the account of the company on the relevant costs, which may be determined as 

follows:  

- The costs proportional to the actual private use; or  

- 50% of the total costs made in relation to the vehicle. 

The choice between the two options is made once a year for all cars of the company.  

6. Income taxes – drivers’ personal taxation 
According to the Bulgarian legislation, the expenses related to the maintenance and use of a personal car 

are not deductible for personal income tax purposes. 

There are specific rules for the taxation of certain car-related activities, e.g., driving instructors pay an 

annual fixed (patent) tax for their activity. Their income from these activities is excluded from general 

personal taxation. 

7. Electric vehicles 
Electric vehicles, motorcycles and mopeds are exempt from property tax. 

For the purposes of the relevant tax legislation, electric vehicles are considered light vehicles using engines 

with fully electrical generation and not having an internal combustion engine. 

8. Future developments 
No major amendments to the legislation regarding car taxation are expected. 
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9. Legal background 
• Corporate Income Tax Act 

• Personal Income Tax Act 

• Value Added Tax Act and the Regulations on its application 

• Excise Duties and Tax Warehouses Act 

• Local Taxes and Duties Act 

• Customs Act 

• Council Regulation (EEC) No 2658/87 on the tariff and statistical nomenclature and on the Common 

Customs Tariff and its subsequent amendments 

• Road Traffic Act 

• Regulation for the application of the Road Traffic Act 

• Ordinance No I-181/03.12.2002 for the registration and reporting of vehicles owned by foreign natural 

persons and entities 

• Ordinance No I-45/24.03.2000 for the registration, reporting, putting in motion and ceasing the 

motion of vehicles and trailers pulled/drawn by them 

• Ordinance for the determination of the rules and the amount of payable environmental fee 

• IAS 17 Leases and IFRS 16 Leases 
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Canada 

1. Importation of vehicles 
1.1. Customs duties 

In order to import a vehicle into Canada you must first ensure that the vehicle is eligible to be 

imported. It must meet the required regulatory standards imposed namely by Transport Canada (TC). 

The Canada Border Services Agency (CBSA) assists TC with the administration of the Motor Vehicle 

Safety Act (MVSA) and the Motor Vehicle Safety Regulations (MVSR) at CBSA points of entry and will 

be the first line of review. The CBSA also assists other government agencies with respect to what may 

be additional requirements for vehicle importers. These include, but may not be limited to: 

• The Canadian Food Inspection Agency (CFIA) with the administration of the Plant Protection Act 

by enforcing the conditions under which vehicles may be imported if soil and/or related matter are 

present at the time of import; and 

• Environment Canada and Climate Change Canada (ECCC) with the administration of the Canadian 

Environmental Protection Act with regards to emissions standards under which new and used 

vehicles may be imported. 

Further with respect to admissibility, to be eligible for importation into Canada, vehicles must qualify 

for entry under one of the following two principles: 

1. Vehicles that are required to be registered in the Registrar of Imported Vehicles (RIV) Program1, 

which only applies to United States (US) specification vehicles purchased or originally sold in the 

US at the retail level or that belong to the category of Prescribed class of vehicle from Mexico 

(passenger car, MPV, truck or bus only); 

2. Vehicles that are not required to be registered in the RIV Program, which applies to all other 

vehicle importations including Canadian Motor Vehicle Safety Standards vehicles, age-exempt 

vehicles, non-regulated vehicles and vehicles imported temporarily.  

Vehicles that do not qualify for importation under one of the two preceding options are generally 

considered inadmissible and cannot be imported into Canada. 

It should also be noted that the importation of certain used and second-hand vehicles into Canada may 

be prohibited from a CBSA standpoint. Exemptions to the prohibition must be reviewed on a case by 

case basis, but cars imported from the US or Mexico directly may not be subject to the prohibition but 

are still required to meet the TC requirements.  To this end, it is extremely important to research and 

understand the admissibility requirements prior to importing a vehicle into Canada. 

When importing a permissible vehicle into Canada, customs duties, excise taxes (where applicable) 

and the Goods and Services Tax (GST) are typically payable on the declared value. In situations where 

the importation is not the subject of a sale, an alternate value may be assessed (e.g., an appraised 

value). 

The rate of customs duty rate for most passenger vehicles that are not eligible for import under a free 

trade agreement is typically 6.1% of the declared value/sale price. However, if the vehicle originates in 

and was imported from a country that has a free trade agreement with Canada, a preferential duty rate 

may apply. 

 
1 The Registrar of Imported Vehicles (RIV) was created by TC to establish and maintain a system of registration, 
inspection and certification to Canadian standards of vehicles originally manufactured for distribution in the U.S. 
market that are being permanently imported into Canada. 
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For example, if a vehicle is imported into Canada from the United States and is eligible under the 

Canada-United States-Mexico Agreement (CUSMA), the rate of duty is normally 0%, provided all other 

requirements are met as well. Similarly, if a vehicle is imported into Canada from a member country of 

the European Union and is eligible under the Canada–European Union Comprehensive Economic and 

Trade Agreement (CETA), the rate of duty is normally 0%, provided all other requirements are met as 

well. Other preferential tariffs (e.g., the Comprehensive and Progressive Agreement for Trans-Pacific 

Partnership (CPTPP)) may also apply allowing for importation at a lower (of free) duty rate depending 

on the country in question. 

Note that if the vehicle is equipped with an air conditioning unit, an additional $100 CAD in excise 

taxes would also be payable (certain exceptions apply e.g., buses).  Importers will also have to pay 

additional excise taxes (Green Levy) if the vehicle has a weighted average fuel consumption rating of 13 

or more litres per 100 kilometers and was put into service after March 19, 2007. Kindly refer to section 

3.2 for additional details in this regard. 

Lastly, it should be noted that there are certain duty exemptions (e.g., returning residents), subject to 

certain conditions, that may apply to the importation and serve to relieve the duty assessed. 

1.2. Import VAT/sales tax 

Upon importing vehicles into Canada for commercial use (i.e., imported for sale or for any commercial, 

industrial, occupational, institutional or other like use), GST is paid on the value of the vehicles for 

duty purposes plus all duties and taxes (e.g., customs duties and excise taxes). It is the importer of 

record who is typically liable for the GST, whether or not the importer is the owner of the cars. 

Where the GST is paid on importation by a GST registrant who is importing goods for “consumption, 

use or supply in the course of commercial activities”, an input tax credit (ITC) normally is available. 

Where vehicles are imported to be delivered into a harmonized sales tax (HST)2 province from outside 

Canada, the provincial component of the HST will be payable at the time of vehicle registration where 

the vehicle is not imported for commercial use. 

On the importation of vehicles into provinces where provincial sales tax (PST) is levied (currently in 

Manitoba, British Columbia and Saskatchewan), PST will also be collected at the time of vehicle 

registration. 

There are exemptions available from tax on importation such as ‘returning resident’ exemptions for 

Canadian residents. 

Temporary importation of rental vehicles 

Rental vehicles that are registered in another country (foreign-based rental vehicles) and temporarily 

imported by Canadian residents are taxed as follows: 

• Full GST/HST relief on foreign-based rental vehicles temporarily imported by Canadian residents 

who have been outside Canada for at least 48 hours. 

• Levying of GST/HST on a partial basis, as described below, on foreign-based rental vehicles 

temporarily imported by Canadian residents who have not been outside Canada for at least 48 

hours. 

• Full relief from the excise taxes on all foreign-based rental vehicles temporarily imported by 

Canadian residents. 

 

 
2 The HST includes a 5% federal component, and a provincial component that varies by province. 
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In the case of a Canadian resident who has been outside Canada for less than 48 hours and who 

temporarily imports a foreign-based rental vehicle, the GST/HST will be levied on fixed monetary 

values, intended to approximate the average cost of a weekly rental of the same type of vehicle in 

Canada, for each week or part of a week that the vehicle is in Canada. These weekly fixed monetary 

values will be set out in regulations and will generally be as follows: 

• $200 CAD for cars, motorcycles and ATV; 

• $300 CAD for pickup trucks, sport utility vehicles and vans including minivans, camping trailers, 

fifth wheel trailers and trucks up to 10 tonnes or similar vehicles; and 

• $1,000 CAD for recreational vehicles, such as motor homes 

Where GST/HST applies on these rental vehicles, the GST/HST rate applicable will be that of the 

province where the vehicle enters Canada. For example, Canadian travelers who enter Canada at a 

border crossing in Ontario would pay the Ontario HST rate at 13% at the time of entry. 

This tax treatment applies only to foreign-based rental vehicles temporarily imported for a period not 

exceeding 30 days, which is consistent with the revised federal vehicle safety rules that now permit the 

temporary importation of these vehicles for a period not exceeding 30 days. 

Generally, no taxes or similar restrictions apply to foreign-based rental vehicles temporarily imported 

by foreign residents visiting Canada. 

2. Vehicle registration 
2.1. When does a vehicle need to be registered? 

In Canada, it is provincial governments that carry out responsibilities relating to the issuance of motor 

vehicle number plates. For its part, the Government of Canada supports to the greatest extent possible 

provincial authorities in establishing, implementing, delivering and monitoring vehicle number plate 

programs designed specifically for foreign missions, consular posts, international organizations and 

other offices, and their representatives. 3 

For the provinces and territories in Canada, a vehicle is required to be registered when 

• a person buys a new/used vehicle, 

• a person transfers a vehicle from one province to another and stays in that province for more than a 

specified number of days (typically more than 90 days) or 

• a resident of Canada brings a vehicle from outside Canada. 

It should be noted that proof of minimum insurance is required at the time of registration before a 

vehicle will be registered. If a vehicle is imported for use by a resident of Canada, it will have to comply 

with the requirements of the MVSA and meet the requirements set out by the RIV. The registrar 

maintains a list of vehicles that can be imported into Canada. Vehicles older than 15 years are exempt 

from the RIV program. 

2.2. Who can register a vehicle? 

A resident of a province or territory must register their vehicle in the province or territory where the 

individual lives. A vehicle is registered in the name of the owner of the vehicle. 

As a new resident to the country, a foreign owner will be required to register their vehicle if living in a 

particular province for a specified period of time (typically more than 60 or 90 days). Exceptions often 

exist for visiting students enrolled in full-time post-secondary studies. 

 
3 Source: Issuance of Licence Plates to Foreign Representatives, including Honorary Consular Officers – Foreign Affairs & 

International Trade Canada 
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If a person is in a province as a full-time student and attending an accredited institution or he is 

working here as part of a co-op program of study, he may use his valid registration and number plates 

from his home jurisdiction. A person must also have valid insurance on the vehicle and the registration 

must contain his name (either exclusively or jointly with another individual(s)).  

2.3. Is a foreign owner allowed to register a vehicle in the country? 

Practically speaking, a foreign owner without a permanent address in Canada will not be able to 

register a vehicle in Canada. As noted above, to register a vehicle in Canada, all vehicles must be 

insured and a permanent address in Canada is required before a vehicle can be insured. 

2.4. Can a vehicle with a foreign number plate be used on public roads? 

Yes. Depending on the province, visitors may use their valid license, registration and plates (with valid 

insurance) from their home jurisdiction as long as they have a legitimate residence there and do not 

take up residence in Canada. In most provinces and territories, vehicles can use foreign plates for a 

specified period (90 days in most provinces) before having to register. Exceptions to this maximum 

period exist in most provinces for students in full- time studies or members of a foreign consulate. 

3. Vehicle taxation 
3.1. What are the different vehicle taxes? 

The main taxes applicable in Canada for vehicles include: 

• Federal GST/HST 

• Provincial sales taxes (PST) 

• Various other provincial taxes if the GST/HST and/or PST do not apply 

• Federal excise tax 

For details on the first three taxes, see sections 6, 7, 9 and 10 below. 

3.2. Federal excise tax on fuel-inefficient vehicles 
3.2.1. Taxable event 

Federal excise tax on fuel-inefficient vehicles applies to automobiles (including station wagons, vans 

and sport utility vehicles) designed primarily for use as passenger vehicles, but not including pickup 

trucks, vans equipped to accommodate 10 or more passengers, ambulances and hearses, in accordance 

with the vehicle’s fuel-efficiency rating. 

In general, an excise tax is also levied on air conditioners designed for use in automobiles, station 

wagons, vans or trucks. 

The excise tax is payable at the time of import of the vehicle to Canada or at the time of the first sale 

after manufacturing in Canada. 

3.3. Taxable person 

The excise tax is payable by the importer or by the Canadian manufacturer. 

3.3.1. Tax due 

The excise tax on fuel-inefficient vehicles is calculated on the basis of the weighted average fuel 

consumption rating as determined in accordance with information published by Natural Resources 

Canada. For purposes of this tax, the weighted average fuel consumption rating is calculated by 

combining 55% of the city fuel consumption rating with 45% of the highway fuel consumption rating. 
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Automobiles that have a weighted average fuel consumption rating of 13 or more litres per 100 

kilometres will be subject to the excise tax at the following rates: 

• At least 13 but less than 14 litres per 100 kilometres: $1,000 CAD 

• At least 14 but less than 15 litres per 100 kilometres: $2,000 CAD 

• At least 15 but less than 16 litres per 100 kilometres: $3,000 CAD 

• 16 or more litres per 100 kilometres: $4,000 CAD  

The excise tax on air conditioners is $100 CAD per unit. 

4. Income taxes – taxable persons 
4.1. Employer-supplied automobiles 

For many businesses, automobiles are a necessity. As a result, the costs of supplying and operating 

automobiles are legitimate business expenses. However, a car is almost always used personally, even if 

just for transportation to and from the workplace. For tax purposes, having appropriate ways to 

distinguish legitimate business expense from personal benefit is important. 

Employers can deduct reasonable costs of operating vehicles supplied to employees (whether the 

vehicles are leased or owned). If a company has purchased the vehicle, it is eligible to claim capital cost 

allowance (CCA) and related interest expense or other borrowing charges, subject to the following 

special rules and limitations. 

 CCA rules for company-owned vehicles 

 Zero-emission passenger 
vehicles 

Passenger vehicles that cost 
more than the prescribed 
amount 

Other passenger 
vehicles 

CCA class Class 54 Class 10.1 (separate class) Class 10 

Maximum cost 
added to CCA 
class 

 

Prescribed amount: for 
vehicles purchased in 
2020, $55,000 CAD + 
GST/HST & PST on 
$55,000 CAD 

Prescribed amount: for 
vehicles purchased in 2020, 
$30,000 CAD 

+ GST/HST & PST on 
$30,000 CAD 

Purchase price 

+ GST/HST & PST 

+ improvements 

Maximum CCA 
rate 

Up to a maximum of 100% 
in year acquired if 
acquired after March 18, 
2019 and is available for 
use before January 1, 
2028. A gradual phase-out 
of this percentage will be 
applied to vehicles that 
become available for use 
after 2023 and before 
2028. 

 

If acquired after 2028: 

15% in year acquired; 
otherwise 30% 

15% (45% if acquired after 
November 20, 2018 and 
available for use before 
January 1, 2024) in year 
acquired; otherwise 30% 

15% (45% if 
acquired after 
November 20, 
2018 and available 
for use before 
January 1, 2024) in 
year acquired; 
otherwise 30% 

N/A in year of disposal 15% in year of disposal N/A in year of 
disposal 

Recapture or 
terminal loss? 

Possible None Possible 
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Adjustment to 
proceeds of 
disposition? 

Possible if actual cost of 
vehicle exceeds the 
prescribed cost 

 

Adjustment is equal to 
prescribed cost divided by 
actual cost, multiplied by 
the proceeds of disposition 

None None 

Subject to lease 
cost deduction 
rules? 

No Yes Yes 

Maximum 
interest 
deduction 

Interest limit: for vehicles purchased in 2020, 

$300 CAD per 30-day period ($3,600 CAD for a full year) 

 
4.1.1. Company-leased vehicles 

For leased automobiles, the deduction of the lease payments is generally limited to the least of 

1. actual lease payments incurred or paid in the year (with insurance, maintenance and taxes 

considered part of the actual lease payments only if they are included in the lease); 

2. prescribed monthly based lease limit (for leases entered into in 2020, $800 CAD plus GST/HST 

and PST) multiplied by 12 (when the vehicle is available to the employee for a full year); 

3. annual lease limit, calculated as 

– prescribed lease cost limit (for leases entered into 2020, $30,000 CAD + GST/HST and PST) 

– multiplied by actual lease payments incurred or paid in the year 

– divided by 85% x greater of 

o prescribed limit ($35,294 CAD + GST/HST and PST on $35,294 CAD) 

o manufacturer’s list price. 

4.1.2. GST/HST and QST 

Employers who purchase or lease vehicles for their employees may be eligible to claim 

• input tax credits in respect of GST/HST paid and 

• input tax refunds in respect of QST (Quebec Sales Tax) paid. 

However, some restrictions may apply. See section 6 below. 

4.2. Employee-supplied automobiles 

Subject to the same deduction limits described above for CCA and lease costs for employer-owned 

vehicles, deductible motor vehicle expenses include the following: 

Operating expenses vs capital costs 

Operating expenses Capital costs subject to certain limits 

Gas Capital cost allowance (CCA) 

Oil Interest 

Maintenance Leasing costs subject to certain limits 

Minor repairs (net of insurance 
recoveries) 
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License and registration fees  

Insurance  

If the conditions summarized in the table below are met 

• employees may deduct reasonable travel expenses, including motor vehicle expenses; 

• employees who are salespersons or contract negotiators may deduct a wider variety of expenses. 

Employee deductions 

 Employees in general Salespersons and contract 
negotiators 

Conditions (all must be 
met to deduct the 
expenses noted above) 

Did not claim any 
deductions as a 
salesperson 

At least partially 
remunerated by 
commissions or similar 
amounts based on sales 
volume 

 Ordinarily required to 
carry on the duties of 
employment away from 
the employer’s place of 
business, or in different 
places 

Ordinarily required to 
carry on the duties of 
employment away from 
the employer’s place of 
business 

 Did not receive a tax-free allowance with respect to the 
expenses 

 Not reimbursed for expenses 

 Required under the employment contract to pay the 
expenses 

 A prescribed form (Form T2200) certified by the 
employer, reporting the conditions of employment, is 
completed 

Expenses that may be 
deducted 

Travel All expenses incurred to 
earn employment income 

Interest and maximum 
CCA on vehicle 

Not limited by income Not limited by income 

Other expenses Not limited by income Commission income for 
the year 

 

Note: Quebec employees must file Form TP-64.3-V with their Quebec tax returns, in addition to 

completing Form T2200. 

If an automobile is used for both employment and personal purposes, to determine the deductible 

amount, most motor vehicle expenses are pro-rated, based on the proportion that the distance driven 

in the course of employment is of the total distance. 

4.2.1. Reimbursements and allowances 

For tax purposes, a reimbursement is an amount that 

• the employer gives to an employee as repayment for amounts spent on the employer’s business and 

• is substantiated by vouchers or receipts the employee provides. 
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An allowance is different: a periodic or other payment by the employer to an employee, in addition to 

the employee’s salary and wages. (Typical examples are a flat monthly allowance and a per-kilometre 

allowance.) Unlike a reimbursement, employees are not required to account for the use of an 

allowance. 

4.2.2. Reimbursements 

Reimbursements are simpler than allowances, for tax purposes. Employers can deduct 

reimbursements of business-related automobile operating expenses. Employees are 

• not required to report reimbursements on their income tax returns and 

• not entitled to deduct automobile expenses that were reimbursed. 

4.2.3. Allowances 

The general rule on allowances for travel and/or motor vehicle expenses is simple: to be tax-free to the 

employee, the allowances must be reasonable. 

If an allowance for travel expenses is tax-free, the employee may not deduct travel expenses. Similarly, 

if an allowance for motor vehicle expenses is tax-free, the employee may not deduct expenses in 

respect of the motor vehicle. 

A motor vehicle allowance will be considered reasonable only if it is 

• based solely on the number of kilometres driven in the course of employment and 

• computed using a reasonable per-kilometre rate. 

Consequently, a flat monthly automobile allowance is not considered reasonable for tax purposes, and 

must be included in income. Furthermore, even an allowance that meets the above criteria for 

reasonableness will be taxable in its entirety if the employee is reimbursed for some of the automobile 

expenses. However, reimbursements for supplementary business insurance, parking, or toll or ferry 

charges will not cause the allowance to be taxable, if the allowance was determined without reference 

to these reimbursed expenses. 

According to the “CRA Employers’ Guide—Taxable Benefits and Allowances” (T4130(E) Rev. 19), if an 

employee receives a combination of flat-rate and reasonable per-kilometre allowances, or any other 

personal reimbursement such as a fuel card, that cover the same use for the vehicle, the total combined 

allowance is taxable. 

As a general rule, for allowances paid in 2020, the CRA will accept as reasonable an allowance 

calculated in accordance with the following prescribed rates: 

Distance driven Reasonable allowance for 2020  

First 5,000km $0.59 CAD +$0.04 CAD for each km 
driven in the Yukon, NWT or 
Nunavut 

Each Additional km $0.53 CAD   

5. Sales taxes (GST/HST/QST/PST) 
5.1. General 

GST is a federally administered value-added tax, levied at a rate of 5% on most supplies of goods and 

services made within Canada by registered persons. The HST is levied in the provinces of Ontario, 

Nova Scotia, New Brunswick, Newfoundland and Labrador and Prince Edward Island. In addition to 

the 5% tax, the HST contains a provincial component. Currently, the HST rate is: 

• 13% in Ontario 

• 15% in Nova Scotia, New Brunswick, Prince Edward Island, and Newfoundland and Labrador 



 

Canada PwC 2020 Global Automotive Tax Guide | 80 

Persons that register for GST will automatically be registered for HST. Stated briefly, GST/HST 

charged by Canadian suppliers or GST levied on importation can be recovered by registered persons to 

the extent that the acquisition or importation is made in the furtherance of commercial i.e., providing 

GST/HST-taxable activities. 

In the province of Quebec, in addition to the federal GST, a Quebec Sales Tax (QST) is levied at 

9.975%. Although QST is a provincial sales tax administered by the province, it is a VAT-style tax and 

is largely harmonized with the GST/HST. 

In some provinces in Canada (Manitoba, Saskatchewan and British Columbia), in addition to GST, a 

PST is imposed on most goods, including the purchase and lease of company vehicles and related 

parts, and certain services, such as maintenance. The PST rates vary from province to province: in 

Manitoba it is 7% , in Saskatchewan it is 6% and in British Columbia it is 7%. PST is generally not 

recoverable by the purchaser. If PST is not charged by the vendor, the purchaser may be required to 

self-assess PST, or, in case of motor vehicle purchases, PST is usually levied at the time of vehicle 

registration. 

5.2. Deduction 
5.2.1. GST/HST 

Generally, a passenger vehicle used in a registrant’s commercial activities is considered to be capital 

personal property and is therefore governed by capital personal property rules. Essentially, no ITCs are 

allowed for the portion of the purchase price or cost of improvements to the vehicle (e.g., A/C or sun 

roof) that is in excess of $30,000 CAD (total for the vehicle) or monthly lease cost of $800 CAD net of 

GST/HST. To prevent double taxation, the previously disallowed ITCs are allowed to the seller 

(employer) when the passenger vehicle is sold, with the exception of ITCs that relate to the reduction 

in value of the vehicle since its purchase.  

Care must be taken when defining a passenger vehicle for GST/HST purposes because although the 

term takes its definition from the Canadian Income Tax Act, the definition may be interpreted as 

ambiguous when dealing with pick-up trucks and vans. At a high level, a passenger vehicle means an 

automobile and an automobile means a motor vehicle designed or adapted primarily to carry 

individuals on highways and streets and that has a seating capacity for not more than the driver and 

eight passengers with exclusions such as ambulances and taxis. 

Where a GST/HST registered employer acquires or imports a passenger vehicle exclusively (90% or 

more) for the personal use of an employee, the employer will be denied an ITC. 

Where a GST/HST registered employer purchases a passenger vehicle to be used primarily (more than 

50%) in the course of commercial activities, the employer will be eligible for a full ITC (subject to the 

above limitation regarding the purchase price). However, where the passenger vehicle is acquired for 

use primarily in non-commercial activities of the employer, the employer will not be entitled to any 

ITC. 

Where a GST/HST registered employer leases a passenger vehicle to be used exclusively in the course 

of its commercial activities, the employer will be eligible to claim a full ITC. However, where the use is 

less than exclusive the employer will be eligible to claim an apportioned ITC based upon the amount of 

commercial use of the property (in both cases subject to the above limitation regarding monthly 

leasing fee). 

Note that if an income tax benefit is assessed against employees for their personal use of a company 

vehicle, a recapture of a portion of the ITC claimed by the employer on the purchase or lease of the 

vehicle may result, with specific rules in the legislation designed to deal with these types of scenarios 

(see section 7.1). 

As well, in dealing with passenger vehicles for GST/HST registered individuals, partnerships or 

financial institutions in the course of commercial activities, special ITC rules apply. 



 

Canada PwC 2020 Global Automotive Tax Guide | 81 

The chart below summarizes the ITC entitlement in connection with purchases of passenger vehicles. 

5.2.2. ITC entitlement 

Percentage of use 
in commercial 
activities 

General registrants 
and public sector 
bodies 

GST/HST 
registered 
individuals and 
partnerships 

Financial 
institutions 

< 10% No ITC No ITC  

> 10% to 50% ITC based on 
income tax 
amortization 
(CCA)1 

ITC = actual %  
of use 

> 50% to < 90% Full ITC 

> 90%  Full ITC 

 

 

1 ITC based on the portion of the capital cost of the vehicle deducted for income tax purposes 

In 2020, employers that qualify as large businesses (with taxable supplies made in Canada in the 

preceding recapture period of at least $10M CAD, including supplies made by associates) cannot claim 

an ITC for 25%4 of the provincial component of HST paid, i.e., 2.5% (=25% of 10%), in Prince Edward 

Island in relation to the purchase, lease or rental of motor vehicles licensed for highway use and 

weighing less than 3,000kg; for related parts and accessories acquired within one year after the 

purchase of the vehicle, unless the parts and service relate to routine maintenance; and fuel (except 

diesel) for such a vehicle.  

5.2.3. QST 

The general rules for deductibility as described above for GST/HST also typically apply to input tax 

refund claims by persons that do not qualify as large businesses (essentially the same definition as for 

HST above) for QST purposes. 

Large businesses are permitted to claim an input tax refund for 75% of QST paid on expenses listed 

above for Prince Edward Island in 20205.  

5.2.4. PST 

PST paid is generally not deductible or recoverable by the purchaser.  

5.3. Hire purchase: Supply of goods? 

For GST/HST and QST purposes, a hire-purchase contract and any other contract under which 

property in the goods passes on satisfaction of a condition (e.g., a conditional or instalment sales 

contract) is generally considered to be a sale of property (goods). 

However, any provision of a loan and interest associated with the hire purchase is treated as an exempt 

financial instrument for GST/HST or QST, respectively, and cannot be included in the total taxable 

amount for the hire purchase. 

5.4. Leasing: Supply of services? 

In Canada, a lease agreement which results in the use of a property, such as a passenger vehicle, by a 

lessee is considered to be a supply of a property and not a service. A contract that is considered a lease 

from a legal perspective, whether it incorporates a bargain purchase option, will generally be treated as 

a lease for GST/HST and QST purposes. 

 
4 50% before April 1, 2020 

5 The QST input tax refund restrictions for large businesses will gradually be phased out by 2021.  
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Generally, for GST/HST and QST purposes, the place of supply and the applicable tax rate for the lease 

depends on where “possession or use” of the property is given to the purchaser. 

6. Company vehicle 
6.1. Sales tax due on private use of company vehicles 

The use of a vehicle by an employee for purposes other than for business is considered to be a taxable 

benefit to the employee. Consequently, such a taxable benefit may have to include an amount of 

GST/HST, and an amount related to such personal use may have to be paid by the employer as a 

recapture of a portion of the ITC claimed on the purchase or lease of the vehicle. This GST/HST applies 

to automobile benefits in respect of taxable supplies. 

The automobile benefit is calculated as follows: 

• A standby charge for the year, 

• plus an operating expense benefit for the year, 

• minus any reimbursements employees make in the year for benefits that are otherwise included in 

their income for the standby charge or the operating expense benefit. 

The standby charge reflects the benefit employees receive when an employer’s automobile is available 

for their personal use. If the taxable benefit relates to the standby charge of an automobile, the 

registrant will be deemed to have collected GST/HST at a prescribed portion of the amount of the value 

of the taxable benefit reported for income tax purposes and on the amount of any reimbursement. For 

2020, if the taxable benefit relates to the standby charge of an automobile in a GST-only province, the 

employer will be deemed to have collected GST equal to 4/104 of the amount of the value of the taxable 

benefit reported for income tax purposes and on the amount of any reimbursement. In the HST 

provinces, HST equal to 12/112 applies in Ontario and 14/114 in Nova Scotia, Prince Edward Island, 

New Brunswick and Newfoundland and Labrador. Reduced factors apply in Prince Edward Island if 

the employer is a large employer that was denied a full input tax credit for the provincial portion of the 

HST in those provinces. Where a registrant individual or partnership purchases a vehicle that is not 

used exclusively in commercial activities, GST/HST need not be paid in respect of the employee 

standby charge benefit.  

Automobile operating expense benefits are benefits that are based on the amounts paid by an employer 

or corporation for automobile operating expenses – such as gasoline and oil, maintenance and repairs, 

and licenses – incurred in relation to the personal use of an automobile by an employee or 

shareholder. Records have to be kept by employer and employee on the usage of the vehicle to monitor 

the total kilometres driven for personal use. Such a benefit amount is included in the employee’s or 

shareholder’s income for income tax purposes. In addition, GST or HST is applicable on the benefit, 

and the employer or corporation must account for and pay the GST/HST at a prescribed rate. The 

regulations prescribe the rates of GST and HST applicable to the value of the benefit reported by the 

employee or shareholder. The prescribed rates are lower than the GST and HST rates to reflect the fact 

that a portion of the total automobile operating expense benefit reported for income tax purposes 

relates to GST and HST-exempt expenses such as insurance. 

For 2020, if the taxable benefit relates to the operating cost of an automobile, the employer will be 

deemed to have collected GST equal to 3% on the value of the benefit reported for income tax purposes 

and on any reimbursements. In the HST provinces, HST equal to 9% applies in Ontario; 11% applies in 

Prince Edward Island (9.4% if the registrant is a large business); 11% applies in New Brunswick and 

Newfoundland and Labrador and Nova Scotia. GST/HST is not payable in respect of the operating cost 

benefit in certain cases where the legislation denies a recovery of GST/HST by the employer on the 

purchase/lease price, for example, due to exclusive personal use by an employee. Similar rules to the 

above apply for QST purposes, with rates specific to the QST. The employer is deemed to have 

collected QST equal to 6% (4.5% if the employer is a large business) on the value of the benefit 

reported for income tax purposes and on any reimbursements. 



 

Canada PwC 2020 Global Automotive Tax Guide | 83 

6.2. Company vehicle in personal tax returns – benefit in kind 

When an automobile is provided to an employee or a person related to the employee, the employee 

usually will be considered to have received two benefits: 

• Standby charge benefit (which applies when the employee has access to the vehicle for personal 

use) 

• Operating cost benefit (which applies when the employer pays operating costs that relate to 

personal use) 

The employer is required to compute both, and to report the aggregate to the employee and to the 

income tax authorities. In most cases, the employer must also remit GST/HST in respect of these. 

6.2.1. Standby charge benefit 

The standby charge must be computed whenever an automobile is made available for an employee’s 

personal use by virtue of his or her employment. It also must be computed whenever an automobile is 

made available, by virtue of the employee’s employment, for the personal use of a person related to an 

employee. 

In general, when an employee has access to an employer-provided automobile for a full calendar year, 

the standby charge is computed as follows: 

Company-owned automobile Company-leased automobile 

24% x original cost (Incl. GST/HST & PST) 2/3 x annual lease cost (Incl. 
GST/HST & PST) 

 

The computation is more complicated if the employee 

• does not have access to the vehicle for the full calendar year, 

• can reduce the standby charge because of low personal use of the vehicle, 

• reimburses the employer for use of the vehicle, or 

• is an automobile sales person (for example, for the standby charge, a rate of 18% applies for 

company owned vehicles).  

Similarly, the computation is more complicated if for a leased vehicles, the employer makes a lump 

sum payment at the beginning or at the end of the lease term. 

No personal use 

The Canada Revenue Agency (CRA) provides relief to employees who do not actually use the 

automobile for personal driving. In this situation a standby charge will not arise, even if the vehicle was 

available to the employee for the entire year. This applies as long as the employer requires the 

employee to use the automobile in the course of employment. 

The standby charge can be reduced if 

• the employer requires the employee to use the vehicle to carry out employment duties, 

• the vehicle is driven “primarily” (generally, more than 50%) for business purposes (based on 

distance driven) and 

• personal-use kilometres average less than 1,667 per month. 
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When the above criteria are met, the reduction factor is: 

Personal kilometres/1,667 

Number of months in the year the vehicle was available (number of days available divided by 30 and 

rounded to the nearest whole number) 

6.2.2. Operating cost benefit 

An operating cost benefit is included in the employee’s income when the employer pays operating costs 

that relate to personal use of an employer-provided automobile. The calculation of the operating cost 

benefit is illustrated below. 

Operating cost benefit: Basic calculation 

Personal kilometres driven in the year  

x Prescribed amount ($0.28 CAD for 2020) 

= Operating cost benefit before reimbursements 

– Reimbursements to employer (by February 15th of the following year) 

= Operating cost benefit 

 

The prescribed amount noted above for an auto salesperson is $0.25 CAD for 2020. 

An operating cost benefit will not arise if the employee reimburses the employer within 45 days after 

the end of the year for 100% of the personal-use portion of actual operating costs. 

6.2.3. Business kilometres 

As a general rule, for allowances paid in 2020, the CRA will accept as reasonable an allowance 

calculated in accordance with the following prescribed rates: 

Distance driven Reasonable allowance for 
20202020 

  

First 5,000km $0.59 CAD  + $0.04 CAD for each 
km driven in the Yukon, 
NWT or Nunavut 

Each additional km $0.53 CAD  

7. Income taxes – drivers’ personal taxation 
Please refer to section 4.2. 

8. Selling vehicles 
8.1. Taxable persons 

In general, the sale of a passenger vehicle is subject to GST/HST (and QST in Quebec). A GST/HST 

registrant seller is required to collect GST/HST from an arm’s length purchaser on the selling price of 

the vehicle. In case of a retail sale, QST in Quebec is payable by the purchaser at vehicle registration. In 

practice, vehicle dealers usually take care of the registration and pay the QST on behalf of the 

purchaser and seek reimbursement of the QST paid from the purchaser. 

A PST-registered motor vehicle dealer is generally required to collect PST from the purchaser on the 

selling price of the vehicle. In other cases – e.g., private sale (not by a registered dealer) – PST is 

payable by the purchaser at vehicle registration. In Manitoba, PST is payable on the greater of the 

selling price of the particular passenger vehicle or the average wholesale price of a comparable 

passenger vehicle.  

If a person purchases a passenger vehicle from a GST registrant (e.g., a motor vehicle dealer) in British 

Columbia, in addition to the GST, the person is required to pay PST at the rate of 7% to 20% on the 

purchase price of the vehicle, as follows: 
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Purchase Price 

Less than $55,000 @ 7% 

$55,000 — $55,999.99 @ 8% 

$56,000 — $56,999.99 @ 9% 

$57,000 — 124,999.99@ 10% 

$125,000 — 149,999.99 @ 15% 

$150,000 and over @ 20% 

If a person purchases a vehicle that is not a passenger vehicle from a GST registrant in British 

Columbia, the person is required to pay PST, in addition to the GST, at the rate of 7% on the purchase 

price of the vehicle. 

PST at the above rates is also payable on the depreciated value of a vehicle, if the vehicle is acquired at 

a sale that is a taxable supply from a GST registrant (e.g., motor vehicle dealer) outside British 

Columbia but within Canada, or a passenger vehicle is brought into British Columbia from outside 

Canada. The applicable rates are determined based on the original purchase price of the passenger 

vehicle. 

For example, if a person purchased a passenger vehicle from a GST registrant in Alberta, Canada for 

$60,000 CAD, and, at the time the person brought the vehicle into British Columbia, the depreciated 

purchase price of the vehicle was $40,000 CAD, the person is required to pay 10% PST on $40,000 

CAD. 

GST/HST or QST is not chargeable by GST/HST or QST registrant individuals or partnerships, 

respectively, on the sale of passenger vehicles that are capital property and that were not used 

exclusively in the commercial activities of the registrants. 

When the vehicle is exported from Canada (or Quebec) upon its sale, the supply may be zero-rated for 

GST/HST (or QST) provided certain conditions are met and the appropriate documentation is 

maintained for audit purposes. When the vehicle is sold and delivered by a PST-registered vendor to a 

purchaser outside the province of purchase, the sale is exempt from PST in the province of purchase. 

Under certain circumstances, passenger vehicles sold to native Indians or Indian bands may not be 

subject to GST/HST, QST or PST.  

As described in section 6.2, the seller is entitled to claim the previously disallowed ITC paid on the 

excess purchase price or lease cost when the passenger vehicle that was last used as capital property in 

its commercial activities is sold, with the exception of ITCs in respect of the reduction in value of the 

vehicle since its purchase; an adjustment to the recaptured input tax credits (RITC) previously 

reported may also be available. The same applies for QST purposes.  

8.2. Private individuals 

In principle, persons that are not registrants for GST/HST or QST, or not vendors for PST purposes – 

such as private individuals – do not need to charge GST/HST, QST or PST, respectively, on the sale of 

a passenger vehicle. 

In order to level the playing-field between dealers and private persons in HST provinces, PST or other 

provincial tax at a rate that equals the applicable HST rate in the relevant province is payable by the 

purchaser on the purchase of a passenger vehicle from a private person not registered for GST/HST. 

The PST or other provincial tax is generally payable when the change in ownership is registered at the 

provincial licensing office. 

In PST provinces, PST is collected from the purchaser by the provincial licensing office at vehicle 

registration. 
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The purchaser of a used passenger vehicle, on which Saskatchewan PST has been paid in full in the 

past and which was used personally by the individual who is selling the vehicle, is permitted to deduct 

the lesser of $3,000 CAD and the actual purchase price of the vehicle to arrive at the amount that is 

subject to PST in Saskatchewan. 

If a person purchases a vehicle at a private sale in British Columbia, the person is required to pay PST 

at the rate of 12% on the purchase price of the vehicle, unless a specific exemption applies.  

If a person resident in British Columbia purchases a vehicle outside of British Columbia and then 

brings, sends or receives delivery of the vehicle in British Columbia, the person is required to pay PST 

on the vehicle, unless a specific exemption applies i.e., personal effects exemption, etc.  

If the vehicle was acquired at a private sale outside British Columbia but within Canada, the person is 

required to pay PST at the rate of 12% on the depreciated purchase price of the vehicle.  

The above rules apply to a person not resident in British Columbia if the person purchases a vehicle 

outside of British Columbia and then brings, sends or receives delivery of the vehicle in British 

Columbia registered for use in British Columbia.  

9. Zero-Emission Vehicles 
Finance Canada introduced classes of zero-emission vehicles in 2019; Class 54 (Motor vehicles and 

passenger vehicles excluding taxicabs and automobiles used for lease and rent) and Class 55 

(Automobiles for lease or rent and taxicabs). The capital cost allowance rates for these zero-emission 

vehicles under Class 54 and 55 purchased after March 18, 2019 and before January 31, 2028 are 30% 

and 40%, respectively, but a higher deduction (up to 100%) may apply for certain vehicles The capital 

cost allowance for these vehicles will be deductible up to a limit of $55,000 CAD for both income tax 

and ITC purposes, where normal passenger vehicles are only deductible up to $30,000 CAD. For 

vehicles to qualify for this incentive, it must meet all of the following criteria: 

• You acquired the zero-emission vehicle after March 18, 2019 

• An assistance has not been paid by the Government of Canada under the federal purchase incentive 

• The vehicle has not been used, or acquired for use, for any purpose before you acquired it 

• The vehicle is essentially a motor vehicle designed or adapted for use on streets and highways 

(excluding a trolley bus or a vehicle designed or adapted to be operated only on rails) 

• Is a plug-in hybrid with battery capacity of at least 7kWh or is fully: 

o electric; or 

o powered by hydrogen. 

However, the enhanced first year CCA will be phased out starting in 2024 based on the schedule 

below: 

• 100% after March 18, 2019 and before 2024 

• 75% after 2023 and before 2026 

• 55% after 2025 and before 2028 

The enhanced first year allowance will be calculated by: 

Increasing the net capital cost addition to the new class for property that becomes available for use 

before 2028, applying the prescribed CCA rate for the class as described below, and suspending the 

existing CCA half year rule. 
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For Class 54, applying the prescribed CCA rate of 30% to: 

 

• 2 1/3 times the net addition to the class for property that becomes available for use before 2024 

• 1 1/2 times the net addition to the class for property that becomes available for use in 2024 or 2025 

• 5/6 times the net addition to the class for property that becomes available for use after 2025 and 

before 2028 

For Class 55, applying the prescribed CCA rate of 40% to: 

• 1 1/2 times the net addition to the class for property that becomes available for use before 2024 

• 7/8 times the net addition to the class for property that becomes available for use in 2024 or 2025 

• 3/8 times the net addition to the class for property that becomes available for use after 2025 and 

before 2028; and 

The CCA will be applicable on any remaining balance in the new classes using the specific rate for the 

new class. 

10. Future developments 

On March 19, 2020, the government of Manitoba announced that the PST rate would be reduced by 

one percentage point from 7% to 6%, effective July 1, 2020. On March 26, 2020, however, Manitoba’s 

premier announced that the reduction would be pushed back to 2021. The government’s website 

currently indicates that the previously announced rate reduction has been deferred until further 

notice.  

We are not aware of any other developments for 2020. 

11. Legal background 
• Excise Tax Act, Act Respecting the Quebec Sales Tax, various PST legislations 

• Customs Act, Customs Tariff 

• Income Tax Act 
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People’s Republic of China 
(PRC) 

Last Update November 2019 

1. Importation of cars 
1.1. Customs duties 

The import customs duties (CD) should be levied on the vehicles imported to China. 

The Chinese purchaser (importer for records) should pay CD upon importation.  

The CD rate varies depending on different category of cars imported. 

The Tariff Committee of the State Council issued a Public Notice to reduce the import duty rates on 

motor vehicles to 15% (from 25% for 135 items and 20% for 4 items), and reduce and unify the import 

duty rates on 79 items of auto parts of car to 6% (from 8%, 10%, 15%, 20% and 25%) effective from 

July 1, 2018.   

On June 15, 2018, the US government released the list of goods imported from China into the US that 

is subject to an additional 25% duty upon importation into the United States.  The Chinese 

government considered such an action is in violation to the principles of the World Trade Organization 

and the Tariff Committee of the State Council issued a Public Notice to impose additional duty of 25% 

on 659 import goods impacting approximately US$ 50 Billion originated in the US, which includes 

additional duty on 545 import goods such as agricultural products, automobiles and water effective 

from 6 July 2018. 

On July 11, 2018, the US government announced to impose an additional duty of 25% instead of 10% 

on the certain list of goods.  In response, the Tariff Committee of the State Council issued a Public 

Notice to impose additional duty on 5207 import goods worth approximately US $ 60 billion 

originated in the US, which include additional duty of 25% on 2493 imports goods, additional duty of 

20% on 1078 import goods, additional duty of 10% on 974 import goods, and additional duty of 5% on 

662 import goods. Calculation method of additional tariff on import goods is also provided in this 

Public Notice. 

Under the Public notice of State Council Tariff Committee No. 7, the State Council Tariff Committee 

adjusted the <List of US-Originated Goods Subject to Additional Import Duty> and the adjusted list 

became effective since 12:01 am, August 23, 2018 

On September 18, 2018, the Tariff Committee of the State Council issued a Public Notice to impose 

additional import customs duty on certain import goods worth approximately US$ 60 billion from US.  

The Public Notice is to impose additional duty of 10% on 2,493 import goods and 1,078 import goods 

in two lists announced respectively, and an additional duty of 5% on 974 import goods and 662 import 

goods in another lists respectively.  The additional duty became effective at 12:01 pm, September 24, 

2018.   

In September the State Council Tariff Committee issued a Public Notice to adjust the most-

preferential-state tariff rate for 1585 import goods and cancel the most-preferential-state tariff rate for 

39 import goods since November 2018. 

To implement the consensus made between the presidents of China and US at the G20 summit held at 

Buenos Aires of Argentina, the Tariff Committee of the State Council issued a public Notice to suspend 

the additional duty on US-originated automobiles and components for a period of three months (i.e., 
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from 1 January 2019 to 31 March 2019), which involves 211 items of goods (including certain 

automobiles and components 

In December 2018, the Tariff Committee of the State Council issued a Tariff Scheme to adjust the 

import and export CD rates for certain goods in China, e.g., the most-preferential-state tariff rate, tariff 

quota rate, and treaty rate, etc.  This Tariff Scheme took effect from 1 January 2019. The updated CD 

cate applicable to certain automobiles and components shall be checked according to the HS code. 

The State Council Tariff Committee issued the Tariff Schedule of the People's Republic of China for 

Imports and Exports (2019) which took effect on 1 January 2019. The Tariff Schedule adjusted the 

import and export taxable items, tax rates.  

On March 31, 2019, the State council further issued a Public Notice to suspend the additional import 

duty on US-originated automobiles and components. 

On 10 May 2019, the US government announced to impose an additional duty of 25% instead of 10% 

on certain goods imported from China into US.  In response, the Tariff Committee of the State Council 

issued a Public Notice to impose additional duty on 5207 import goods worth approximately US $ 60 

billion originated in the US, which include additional duty of 25% on 2493 imports goods, additional 

duty of 20% on 1078 import goods, additional duty of 10% on 974 import goods and additional duty of 

5% on 595 import goods.  This Notice took effect from 1 June 2019. 

1.2. Import value-added tax (VAT) 

Entities that are engaged in sale of goods, provision of processing, repair or replacement services 

within the PRC, or importation of goods are subject to VAT.  For imported goods, such as vehicles, 

import VAT is collected by the customs authorities. Generally, the import VAT should be calculated as 

follows: 

Import VAT = (CIF value + CD + Consumption Tax) x applicable VAT rate 

1.3. Import consumption tax 
1.3.1. Taxable event 

Consumption tax (CT) is levied for manufacturing, importing or subcontracting the processing of 

specified goods. For import of vehicles, CT is generally applied. 

1.3.2. Taxable person 

In principle, the taxable person is the seller who produces or processes the car or the importer who 

imports the car. 

1.3.3. Tax due 

According to Caishui [2016] No.129, a sub-category of "super-luxury small motor cars" shall be 

introduced under the category of "small motor cars".  This sub-category is "passenger vehicle" and 

"medium and light commercial buses" of sales price of RMB 1.3 million or more (VAT exclusive).  A CT 

of 10% shall be charged at the retail stage in addition to the CT charged at the production (import) 

stage. 

Taxable Items Tax Rate 

Passenger vehicle  

Cylinder capacity (displacement, the same below) 

lower than 1.0L (including 1.0L) 

1% 

Cylinder capacity of 1.0–1.5L (including 1.5L) 3% 

Cylinder capacity of 1.5–2.0L (including 2.0L) 5% 

Cylinder capacity of 2.0–2.5L (including 2.5L) 9% 

Cylinder capacity of 2.5–3.0L (including 3.0L) 12% 
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Cylinder capacity of 3.0–4.0L (including 4.0L) 25% 

Cylinder capacity higher than 4.0L 40% 

Medium and light commercial buses 5% 

Super-luxury small motor cars The tax rate 
according to 
cylinder 
capacity + 10% 
at retail stage 

 

1.3.4. Tax period 

Where taxable cars are imported by a taxpayer, CT on imported cars shall be paid at the time of 

importation. 

2. Car registration 
2.1. When does a car need to be registered? 

When the car is to be used on the public road, it should be registered first. 

2.2. Who can register a car? 

A car needs to be registered in the name of the owner of the car, either under the name of the 

individual or a company. 

2.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes. A foreign owner needs to provide the sales invoice for the vehicle, his residence permit, insurance 

information and so on to register his vehicle with the local authorities. 

2.4. Can a vehicle with a foreign number plate be used on public roads? 

Generally, it is not possible to use a vehicle with foreign number plates on public roads. However, for 

special cases and with special permissions from the relevant authorities, it may be possible. 

3. Car taxation 
3.1. What are the different car taxes? 

Generally, the following major taxes should be applied for the car: 

• Vehicle purchasing tax 

• Vehicle and vessel use tax 

3.2. Vehicle purchasing tax (VPT) 
3.2.1. Taxable event 

A taxpayer who purchases a taxable vehicle shall report and pay tax at the local tax authorities where 

the vehicle is registered. 

3.2.2. Taxable person 

The unit or the individual who purchases a taxable vehicle should be the taxpayer. 

3.2.3. Tax due 

The vehicle purchase tax is levied on vehicles sold to end customers on the basis of purchasing price 

(excluding VAT) at 10%. For imported vehicles for self-use, the tax basis is the price including the 

purchasing price, import CD and CT (excluding import VAT). 

The VPT Law, which took effect from July 1, 2019, sets forth a set of comprehensive regulation on the 

collection and administration of VPT in China, including: scope of taxpayers, definition of key terms, 

calculation of tax payable, determination of taxable price, preferential treatment, collection and 

administrative matters, VPT refund process and as well as legal responsibility, etc. Meanwhile, the 
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prevailing “Provisional Regulations on the VPT” was abolished at the same time. In order to ensure the 

effective implementation of the VPT Law, the MOF and STA issued a public notice to clarify the 

implementations under the VPT law.   

Comparing to the Provisional Regulation on the VPT, the major update in the VPT law is as follow: 

- For the tax basis, the description of additional charges apart from the price has been deleted 

under the VPT law; 

- Under the provision regulation, the tax basis of VPT for the vehicle, achieved through self-

production, gift, awards, etc., shall be the minimum taxable value.  Under VPT law, the taxable 

basis for self-produced vehicle shall be sales price of the same category of vehicle, excluding VAT.  

The tax basis for the vehicle achieved through gift, awards or other sources shall be determined 

according to the relevant supporting documents for the purchase of this vehicle, excluding VAT; 

- National comprehensive fire control and rescue vehicles with special plate for emergency rescue 

could be exempted from VPT under the VPT law.  This is not contained in the provision 

regulation; 

- Under the provisional regulation, the VPT shall be settled one-off.  This requirement has been 

deleted from VPT law; 

According to Announcement of the Ministry of Finance, the State Administration of Taxation, the 

Ministry of Industry and Information Technology and the Ministry of Science and Technology [2017] 

No. 172, from January 1, 2018 to December 31, 2020, the qualified new energy automobiles purchased 

shall be exempt from vehicle purchase tax.  Administration of new energy automobiles exempt from 

the vehicle purchase tax shall be implemented in accordance with the Catalogue of Models of New 

Energy Automobiles Exempt from Vehicle Purchase Tax (hereinafter referred to as the "Catalogue"). 

For new energy automobiles included in the Catalogue before December 31, 2017, the policy of 

exempting them from vehicle purchase tax shall remain effective.   

According to Public Notice [2019] No. 26 issued by STA clarifies the procedures, timeline and place for 

filing of VPT, determination on the assessable price, refund policies, simplified documentation 

requirements as well as other transitional arrangements as well as e-profile of vehicles, etc. 

3.2.4. Tax period 

The vehicle purchasing tax shall be a one-off imposition on vehicles. Acquisition of a motor vehicle on 

which vehicle purchasing tax has previously been paid shall not be subject to vehicle purchasing tax. 

3.3. Vehicle and vessel use tax 
3.3.1. Taxable event 

In principle, this is due by the person who has registered the vehicle under his name or actually 

manages the vehicle. 

3.3.2. Taxable person 

The owners or manager of the vehicles and vessels within the territory of the People's Republic of 

China are the vehicle and vessel taxpayer and shall pay vehicle and vessel tax. 

3.3.3. Tax due 

Tax item Calculation unit Year base tax amount Remarks 

Passenger cars (bracketed based on engine cylinder capacity (displacement)) 

Under 1.0L 
(included) 

per set 60–360 RMB Permitted number of 
passengers under 9 (included) 

1.0–1.6L (included) 300–540 RMB 

1.6–2.0L (included) 360–660 RMB 

2.0– 2.5L (included) 660–1200 RMB 

2.5–3.0L (included) 1200–2400 RMB 
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Tax item Calculation unit Year base tax amount Remarks 

3.0–4.0L (included) 2400–3600 RMB 

Over 4.0L 3600–5400 RMB 

Commercial vehicles    

Passenger cars Per set 480–1440 RMB Permitted number of 
passengers over 9, including 
trolley buses 

Cargo cars Per ton 

(curb weight) 

16–120 RMB Including semi trailer tractors, 
three- wheeled cars and low-
speed cargo cars, etc 

Trailers Per ton 

(curb weight) 

As 50% of tax amount 
on cargo cars 

 

Other vehicles    

Special operation 
vehicles 

Per ton 

(curb weight) 

16–120 RMB Excluding tractors 

Wheeled special 
machinery vehicles 

 16–120 RMB  

According to Caishui [2018] No. 74, the vehicle and vessel tax shall be reduced by half on qualified 

energy-saving vehicles. The vehicle and vessel tax on new energy vehicles and vessels may be 

exempted. The vehicle and vessel tax on new energy vehicles and vessels may be exempted.  New 

energy vehicles on which vehicle and vessel tax may be exempted refer to the pure electric commercial 

vehicles, plug-in (including extended-range) hybrid vehicles, or fuel battery commercial vehicles. Pure 

electric passenger vehicles and fuel battery passenger vehicles, which are not within the collection 

scope of vehicle and vessel tax, shall be exempted from vehicle and vessel tax. 

3.3.4. Tax period 

Obligations for vehicle and vessel use tax payment arise in the month when the ownership or 

management right of the vehicles and vessels is obtained. Vehicle and vessel use tax returns and tax 

payments shall be made on an annual basis. 

4. Income taxes – taxable persons 
According to the PRC’s corporate income tax (CIT) regime, when calculating the taxable income, a 

company is allowed to deduct reasonable related expenses that have actually been incurred and are 

related to the generation of income, including costs, expenses, taxes, losses and other expenditures. 

There is no special rule on the deduction of the car-related expenses. 

For individual income tax (IIT) perspective, there is no concept regarding the deduction of car-related 

expenses in China. Expatriate employees might be able to get exemptions from taxable income for IIT 

purposes for certain benefits-in- kind including automobiles offered from the employer. 

5. VAT 
5.1. General 

The applicable tax rate for general VAT taxpayers and the small-scale taxpayers are generally 13% and 

3% respectively. Other VAT rates of, 9%, 6% and 5% also apply on specific items. 

5.2. Deduction 

The amount of VAT paid or borne by a taxpayer at the time purchasing goods or receiving taxable 

labour services shall be the amount of input VAT. 

The following amounts of input VAT generated from purchase or importation could be creditable 

against the output VAT on sale provided that proper invoices could be obtained: 
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• VAT indicated on the special VAT invoices obtained from the seller. 

• VAT indicated on import VAT memos obtained from the customs authorities. Input VAT = sales 

considerations x applicable VAT rate 

• Taxpayers could apply for the incremental excess input VAT refund since April 1, 2019 under 

certain conditions. 

5.3. Hire-purchase: Supply of goods? 

If sales sum is collected by instalments, the date on which payment is receivable as agreed upon in the 

contract should be the date for obligation of VAT. If there is no contract or there is no date specified in 

the contract, the date on which the goods are shipped should be the date for obligation of VAT. 

5.4. Leasing: Supply of services? 

A VAT pilot program was launched in China starting from January 1, 2012 in Shanghai for some 

selected industries subject to business tax previously, the VAT pilot program was nationally 

implemented since August 1, 2013 and BT has been replaced by VAT since May 1, 2016.  After the VAT 

reform, the lease of tangible movables properties including the supply of operational and financing 

leasing services should fall into China’s VAT and the applicable tax rate is 13%, while financing sale-

leaseback, categorized as financial service, would be applicable to 6% VAT. 

6. Company car 
IIT exemption might be available for expatriate employees 

7. Income taxes – driver’s personal taxation 
N/A 

8. Selling a car 
The sales of goods (including cars) should be subject to VAT. Export goods attract a zero rate of VAT. 

The VAT implication for exportation for manufacturing companies and trading companies are 

different. 

8.1. For manufacturing enterprises: exemption-credit- refund (ECR) 
method 

Under the ECR method, export sales are exempted from VAT, relevant input VAT will be credited 

against output VAT on domestic sales and remaining input VAT would be refundable. 

According to Circular [2012]24 and Circular [2012]39, under the ECR method, relevant VAT liability 

and refundable amount should be calculated according to the following formulae: 

VAT payable for the current month = Output VAT on domestic sales - (input VAT - NCNR tax) - 

uncredited input VAT brought forward (if any)  

The above NCNR refers to non-creditable and non-refundable input VAT, which shall be absorbed as the 

cost of the goods. It should be calculated as follows: 

NCNR = (FOB of export sales - value of tax-free raw materials) x (normal VAT rate - export VAT 

refund rate) 

However, if all of the raw materials and products are sourced from China, there would not be a “value 

of tax-free raw materials”. 

Refundable VAT amount for the current month is the amount of the period-end uncredited VAT, (i.e., 

negative VAT payable) and ECR amount, whichever is lower. 

Whereas, ECR amount = (FOB of export sales - value of tax-free raw materials) x export VAT refund 

rate 
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8.2. For trading companies: exemption and refund method 

Under the exemption and refund method, export sales are exempted from VAT. The input VAT paid for 

purchasing of exported goods will be refunded or partially refunded. 

VAT refund for export = Purchase price of exported goods x export VAT refund rate 

The leakage is referred as the non-creditable and non-refundable input VAT, which shall be absorbed 

as the cost of the goods. It is calculated as follow: 

VAT leakage = purchase price of exported goods x (VAT rate - export VAT refund rate) 

It is obvious that for both manufacturing companies and trading companies and for the exporter, the 

decrease of the export VAT refund rate would result in an increase in the VAT leakage (i.e., NCNR), 

which shall be absorbed as the cost of the goods. 

9. Future developments 
Before the expiry of the 13th Five Year Plan by end of 2020, there might be further changes on tax 

regulations governing the automotive industry. It is suggested to keep a close eye on the 

announcement of STA, MOF and other related governmental authorities. 

10. Legal background 
• PRC value-added tax regulations 

• PRC business tax regulations 

• PRC consumption tax regulations 

• PRC vehicle purchasing tax regulations 

• PRC vehicle and vessel tax regulations 

• PRC corporate income tax regulations 

• PRC individual income tax regulations 
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Czech Republic 

1. Car registration 
1.1. When does a car need to be registered? 

The moment a new or second-hand vehicle is put into operation on Czech public roads, the obligation 

to register such car arises. The registration should be applied for via a form (issued for this purpose) 

from the authorised municipal office. 

At the moment of its registration, the car must have an approval of technical ability (a certificate of 

roadworthiness) and be insured to cover damage caused to other vehicles. If the car is acquired from 

another EU member state and qualifies as a new means of transport, proof that Czech VAT on 

acquisition has been paid must be provided. 

1.2. Who can register a car? 

A vehicle needs to be registered in the name of the owner or in the name of the operator of the vehicle 

(if the operator differs from the owner). The person registering the vehicle should be an individual 

whose permanent address (or residence permit address) is in the Czech Republic or a legal person with 

its registered seat in the Czech Republic that is allowed to use the vehicle. 

However, if the duration of stay of the physical person (Czech non-resident) owning/operating a 

vehicle in the Czech Republic does not exceed 185 days within the relevant calendar year, there is no 

obligation to register the vehicle in the Czech Republic. 

If the owner or operator of a vehicle in whose name the registration was made changes, an obligation 

to notify the municipal office arises within ten days of the day the owner/operator changed. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

A foreign owner (physical person) is allowed to register his vehicle on the condition that he has a 

permanent address (or residence permit address) in the Czech Republic. The legal person is obliged to 

register a vehicle if he has a seat in the Czech Republic or if the vehicle is operated by a Czech resident 

(i.e. by an individual with a permanent address in the Czech Republic or staying in the Czech Republic 

for over 185 days within the calendar year, or a legal person with its registered seat in the Czech 

Republic). 

1.4. Can a vehicle with a foreign number plate be used on public roads? 

If a vehicle is operated by a Czech physical person (non-resident) for less than 185 days, it can be used 

on Czech public roads with foreign number plates. If a vehicle is operated by a legal person not having 

its seat in the Czech Republic, it can be used on Czech public roads with foreign number plates (unless 

it fulfils any of the conditions set in 1.2 and 1.3 above) 

1.5. Registration fee 

In case of registration fee the following administrative fee is required: 

Administrative fee Fee 

Motor vehicle with at least 4 wheels 800 CZK 

Trailer with weight maximum 750 kg 500 CZK 

Trailer with weight over 750 kg 700 CZK 

 

When a vehicle is registered for the first time in the Czech Republic, the registration fee due is as 

follows. 
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Emission limit Fee 

Euro 3 and above 0 CZK 

Euro 2 3,000 CZK 

Euro 1 5,000 CZK 

No limit 10,000 CZK 

 

2. Car taxation 
2.1. What are the different car taxes? 

There is only one car tax, called the road tax (which is applied to vehicles used for business purposes), 

in the Czech Republic. 

2.2. Road tax (applied to vehicles used for business purposes) 
2.2.1. Taxable event 

Cars and trailers registered and operated in the Czech Republic, if used by a payer of corporate income 

tax with taxable income or a payer of personal income tax who uses the car for his taxable business 

activity, are subject to tax. Lorries and cargo trailers with a maximum permitted weight of over 3.5t 

registered in the Czech Republic are subject to tax regardless of whether they are used for business 

purposes. There are several exemptions from the road tax, e.g. for vehicles used by diplomats (based 

on a reciprocity principle), public traffic vehicles, first-aid vehicles, electric-driven, hybrid vehicles, 

vehicles using as a fuel E85 (a mixture of 85% ethanol and 15% gasoline), LPG (Liquefied Petroleum 

Gas) or CNG (Compressed Natural Gas). Further conditions for exemption apply. 

2.2.2. Taxable person 

A taxable person is 

• the operator of the car stated in the car documentation; 

• an employer paying an allowance to an employee for his using of his private car for business 

purposes (if the tax liability did not arise for the operator of the vehicle); 

• a branch of a foreign entity or a permanent establishment that has been established for corporate 

tax purposes. 

2.3. Tax due 

The road tax liability arises starting from the month the above-mentioned conditions are fulfilled. 

The taxable period is a calendar year, and a road tax return has to be filed by January 31 of the 

following calendar year. A taxpayer is obliged to pay tax advances on a quarterly basis by April 15, July 

15, October 15 and December 15. 

For passenger cars, the tax is dictated by the engine’s cylinder capacity. 

Engine's cylinder capacity (cc) Annual amount of road tax* 

< 800  1,200 CZK 

800–1,250 1,800 CZK 

1,250–1,500 2,400 CZK 

1,500–2,000 3,000 CZK 

2,000–3,000 3,600 CZK 

> 3,000 4,200 CZK 
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For other cars and trailers, the tax is dictated by the maximum permitted weight, the number of axles 

or the maximum permitted weight on axles and varies from 1,800 CZK to 50,400 CZK. 

2.4. Tax reductions 

The tax is reduced by 

• 48% during the first 36 months following the first registration of the car, 

• 40% during the following 36 months and 

• 25% during the following 36 months. 

Lorries and trailers qualify for an additional reduction scheme. 

For cars imported from abroad, a taxpayer can declare an entitlement to a tax reduction by producing 

a certificate or other document confirming the first registration of the car. This document should be 

issued either by a foreign registration authority or, if all required information is at hand, by a Czech 

registration authority. 

An employer using its employee’s private passenger car for business purposes can use a special scheme 

if it is more beneficial than the above rates. Under this scheme, the tax is 25 CZK for every day the car 

is used within the Czech Republic. 

3. Income taxes 
3.1. Depreciation 

The purchase price of a vehicle used for business purposes can be depreciated for tax purposes by its 

legal owner. 

The depreciation period for most vehicles is five years (second depreciation group). Either a straight-

line or accelerated depreciation method can be used. In this respect, the following depreciation 

rates/coefficients must be applied: 

Depreciation First-year 
depreciation 

Depreciation 
rate/coefficient 

Depreciation 
rate/coefficient for 
increased input 
price 

Straight-line depreciation 11 22.25 20 

Accelerated depreciation 5 6 5 

 

The tax depreciation may be claimed in the full amount even if the entrepreneur or his employees use 

the vehicle partly for private purposes. 

Costs related to the reconstruction or modernisation of a vehicle exceeding CZK 40,000 within one tax 

period which qualify as a technical appreciation (improvement) should be capitalised into the input 

value of the car and depreciated together with the car for tax purposes. 

3.2. Operational lease 

The lessor, being the owner of the vehicle, can depreciate it for tax purposes (straight-line or 

accelerated depreciation). 

The rent generally represents a tax-deductible cost for the lessee. Specific conditions must be met if the 

lessee buys the vehicle after the end of the operational lease (i.e., the conditions for financial lease were 

not met).  

In case there is a purchase of the vehicle during or after the term of the contract by the lessee - for the 

paid lease instalments to remain a tax-deductible cost, the purchase price of the car must not be lower 

than the tax net book value of the car calculated using the straight-line depreciation method. In case 
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this condition is not met, all the lease instalments which were paid in the past become tax non-

deductible in the current period when the purchase took place. The purchase price of the vehicle might 

be increased by the lessee/purchaser by these amounts (i.e., they will be tax deductible expense in the 

form of tax depreciation). 

3.3. Financial lease 

In respect of a financial lease with subsequent purchase of the leased vehicle or with the right of the 

lessee to purchase the vehicle, lease payments should be recognised as tax-deductible expenses by the 

lessee on condition that: 

• the term of the lease is at least a minimum tax depreciation period reduced by 6 months (i.e., 54 

months for most vehicles); 

• on termination of the lease, ownership of the vehicle is immediately transferred from the lessor to 

the lessee and the purchase price of the vehicle does not exceed the tax net book value that such 

vehicle would have had if depreciated by the straight-line method of depreciation as at the day of 

such purchase (if, as at the day of purchase, a leased vehicle has accumulated depreciation equal to 

100% of the input price, this condition shall not apply); 

• on termination of the financial lease, the lessee includes the subsequently purchased vehicle in his 

business assets (i.e. records it in accounts); 

• during the term of the contract the rights to use the vehicle, duties of care and risks associated with 

the use of the vehicle are transferred to the lessee. 

The lessor, being the owner of the vehicle, can depreciate the vehicle in a standard way (straight-line or 

accelerated depreciation). 

3.4. Hire purchase 

Czech income tax law does not prescribe a specific treatment for this type of sale. Therefore, the 

income tax treatment of hire purchase will be determined to a large extent by the legal treatment – in 

particular, the transfer of title of the vehicle. If the title passes at the beginning (effectively a purchase 

loan), the tax treatment will be the same as for a standard purchase. The debtor may depreciate the car 

for tax purposes. The creditor will generate taxable income. 

If the title passes after payment of the last instalment, the hire purchase will likely be treated in the 

same way as a financial lease. 

If ownership of a car is transferred from the debtor to the creditor in order to secure the related debt, 

the debtor can depreciate the vehicle based on a contract to borrow for the period for which the debt 

will be secured through the transfer of ownership. 

4. VAT 
4.1. General 

Generally, the standard rate of 21% VAT applies to all car-related transactions that are deemed for VAT 

purposes to take place in the Czech Republic. 

4.2. Deduction 

Under general conditions a VAT payer is entitled to claim full VAT deduction on the acquisition or 

technical improvement of all types of cars if the VAT payer is using a car solely for business purposes. 

It is also possible to claim full VAT deduction on the lease of a vehicle. However, an input VAT claim is 

possible only if the VAT payer holds a valid tax document in the respective period. 

If a car (purchased or leased by way of a financial lease) is being used for both business and private 

purposes by an entrepreneur or by his employee, the entrepreneur is entitled to claim a VAT deduction 

only to the extent to which the vehicle is used for business purposes. This is done via an estimated 

coefficient. If, however, the actual use differs by more than ten percentage points from the estimated 
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coefficient, the taxpayer may correct the claim (if the actual claim was higher than the estimate) and 

must correct it (if the actual claim was lower than the estimate). Also, there is a mechanism for 

correcting the claim in subsequent years (in total, five years are subjected to this clawback provision). 

In the case of an operational lease, the taxpayer can choose to deduct 100% of the input VAT upon 

each instalment and to tax the subsequent private use of the business car (see more in section 4.4). The 

option to choose between the application of the coefficient or deduction 100 % of the input VAT and 

taxation of the private consumption is applicable only to operational lease. It is not applicable to 

purchased cars or leased cars by way of a financial lease. 

VAT on other related costs (especially fuel) should also be claimed only to the extent the vehicle is used 

for business purposes. 

4.3. Hire purchase 

Czech VAT law does not prescribe a specific treatment for this type of sale. Therefore, the VAT 

treatment of hire purchase will be determined to a large extent by the legal treatment – in particular, 

the transfer of title of the vehicle. 

If the title passes at the beginning (effectively a purchase loan), the tax treatment will be the same as 

for a standard purchase. The debtor may claim input VAT from the price of the vehicle as described in 

section 4.2 above. 

If the title passes after payment of the last instalment, the hire purchase will be treated for VAT 

purposes in the same way as either a financial lease or an operational lease depending on whether the 

transfer of the vehicle was agreed in the lease agreement (see sections 4.4 and 4.5 below). 

4.4. Operational lease 

Generally, an operational lease is considered to be a supply of services (similar to a rental agreement), 

where it is neither obvious nor contractually agreed that the ownership of the vehicle will be 

transferred to the lessee. Operational leases are subject to Czech VAT at the standard rate of 21%. VAT 

should be calculated on each payment made. 

The lessee is allowed to deduct all VAT incurred with respect to an operational lease where the vehicle 

is used for economic activities. If mixed use is made of the car, the taxpayer can choose either to 

deduct 100% of the input VAT at the beginning and tax the subsequent private use or to claim only a 

respective proportion of the VAT. 

In general, the place of supply of an operational lease is the place where the lessee’s business is 

established or the place where the lessee has a fixed establishment if the supply of an operational lease 

is provided to that fixed establishment. If the lessee’s business is established in a non-EU country, but 

it is VAT registered in the Czech Republic and, at the same time, the actual use of the vehicle is in the 

Czech Republic, the place of supply is in the Czech Republic. 

However, different rules apply for short term operational leases. If the operational lease does not 

exceed 30 days (i.e. short term lease), the place of supply is the place where the vehicle is physically 

put at the disposal of the lessee. If the vehicle is put at the disposal of the lessee in a non-EU country 

but it is actually used in the Czech Republic, use and enjoyment rules will apply and Czech VAT will be 

due. If, on the other hand, the vehicle is put at the disposal of the lessee in the Czech Republic, but it is 

actually used in a non-EU country, Czech VAT will not be due. 

Special rules apply for the long term lease of vehicles to non-taxable persons. 
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4.5. Financial lease 

A financial lease is generally considered a supply of goods according to the Czech VAT Act, where it is 

either obvious or contractually agreed that the ownership of the vehicle will be transferred to the 

lessee.  

The lessee is entitled to deduct VAT from the full amount paid to the lessor under a financial lease of a 

vehicle. This applies provided the VAT payer will use the vehicle for business purposes only. In the 

case of using the vehicle for both business and personal purposes, the same approach as indicated in 

section 4.2 will be applied. 

Provided that it is not agreed that the owner of the vehicle will transfer the ownership right to the 

goods to the user of the goods, the lease is treated as an operational lease from the VAT point of view 

(see section 4.4 above).  

4.6. Car manufacturing 

A specific regime applies to car manufacturers. In the course of the production of cars, input VAT from 

related costs can be claimed by the manufacturer. However, in the case of cars from own production, 

which the manufacturer uses for purposes not entitling him to a full deduction (mostly if he is letting 

his employees use company cars for private purposes), output VAT must be declared and paid as soon 

as the car is put to use, and a partial input VAT deduction should be claimed in the way described in 

section 4.2 above. 

5. Company car 
5.1. VAT due on private use of company cars 

If the employer allows his employee to use a company car for private purposes for free, he is obliged to 

reduce the input VAT claimed (from either the acquisition price or financial lease fees, as applicable) 

proportionately between the private and business use of the particular employee. Documentation and 

evidence should be kept to justify the deduction. In case the car of the employer has been hired based 

on an operational lease, the employer can choose to deduct 100% of the input VAT upon each 

instalment and to tax the subsequent private use of the business car. For more details please refer to 

section 4.2. 

5.2. Company car 

An employee who can use a company car not only for business but also for private purposes has his tax 

base for personal income tax purposes increased by an amount equal to 1% of the price of the car 

(including VAT) per month. The increase is at least 1,000 CZK per month. 

In the case of non-business trips, company costs on fuel are generally not deductible for corporate tax 

purposes (unless it is an employee benefit declared in an internal bylaw or work contract). The 

company’s fuel used for private journeys is liable to personal income tax for the employee. 

Commuting is not considered travelling for business purposes, and the company’s fuel used for 

commuting is generally non-tax-deductible for the employer (unless it is an employee benefit declared 

in an internal bylaw or work contract). The company’s fuel used for private journeys is subject to 

personal income tax for the employee. 

A lump-sum deduction for using a car for business purposes may be applied. A taxpayer can either 

claim the expenses in their actual amount supported by documentation or as a monthly lump-sum 

deduction (5,000 CZK per car per month). This lump sum covers fuel and parking expenses. This 

lump-sum deduction cannot be applied in case the vehicle could be used by the employee for private 

purposes. If the car is only partly used for business purposes, the lump-sum deduction would be 

reduced by 20%, to 4,000 CZK. Other related costs including tax depreciation must be reduced 

accordingly (i.e., by 20%). 
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One taxpayer is entitled to claim expenses as a lump sum (or reduced lump sum) for a maximum of 

three vehicles. In this respect, the reduced lump sum can only be applied to one car, whereas the full 

lump sum will always apply to the other two cars (although these cars are also used only partly used for 

business purposes). 

However, a lump-sum rule does not apply to VAT. VAT payers are still obliged to prove that purchased 

fuel or other expenses subject to input VAT claims are used for their business activities. One of the 

ways of doing this is justification through a mileage book. 

6. Income taxes – driver’s personal taxation 
An employee using his private car for the company’s business purposes is entitled to compensation for 

the use of the car and for the fuel consumed. The fuel is compensated based on the actual price, while 

the use of the car is compensated by way of a fixed allowance of 4.20 CZK per kilometre (fixed 

allowance is set yearly by the Ministerial decree). These compensations do not affect the driver’s tax 

base for personal income tax purposes and are tax-deductible for the company. 

7. Electric vehicles 
Electric vehicles, hybrid vehicles, CNG or LPG vehicles and vehicles using ethanol 85 (E85) are exempt 

from road tax. 

8. Future developments 
No major amendments to the legislation regarding car taxation are expected.  

9. Legal background 
• Road Tax Act 

• VAT Act 

• Income Taxes Act 

• Act on Conditions for Operating Vehicles on Public Roads 

• Other 
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Denmark 

1. Car registration 
1.1. When does a car need to be registered? 

A new or second-hand car put into free circulation on Danish public roads needs to be registered in 

Denmark. 

1.2. Who can register a car? 

In Denmark a car needs to be registered in the name of the owner(s) resident in Denmark. In order to 

enable a (legal) person to register its car in Denmark and to receive Danish number plates, it must 

have an address (be established) in Denmark.  

In practice the car dealer carries out the car registration, but other persons could also do this on behalf 

of the owner.  

1.3. Is a foreign owner allowed to register a vehicle in the country? 

In cross-border situations, i.e., the owner of the vehicle is not Danish; the vehicle could be registered in 

the name of both the owner and the user of the vehicle whereby the Danish address of the user will be 

used in order to register the vehicle. 

1.4. Can a vehicle with a foreign number plate be used on public roads? 

In principle, if resident in Denmark, the owner or the main user of a vehicle that is driven on Danish 

public roads needs to register the vehicle in Denmark. 

An exception is only applicable for Danish-resident employees who work for a company established 

outside of Denmark provided the overriding use is outside Denmark (more than 50% of the days 

within a period of 12 months or 50% of the kilometres driven within a period of 12 months). 

Furthermore, it is possible under certain circumstances to apply for an exception for the use of a 

vehicle with foreign number plates between the home and the border, or when a person’s stay in 

Denmark is less than 6 months. 

In all cases an exemption has to be granted by the Danish tax authorities. 

If a vehicle is used in Denmark by a person not resident in Denmark, the vehicle with foreign number 

plates can be used on Danish public roads as long as the user does not stay in Denmark for a period 

longer than 185 days in total within one year.   

2. Car taxation 
2.1. What are the different car taxes? 

Following the registration of a car and its use on public roads in Denmark, several yearly car taxes 

become due, namely 

• registration tax, 

• annual circulation tax, 

• petrol and diesel tax and 

• bridge toll (formally not a tax). 

2.2. Registration tax 
2.2.1. Taxable event 

When registering a passenger car, a registration tax is charged. The registration tax is charged at the 

time of the first registration of the car in Denmark. 
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2.2.2. Taxable person 

In principle the registration tax is due by the person who has registered the car in his name. In practice 

the registration tax is paid by the dealer on behalf of the owner. 

Leasing companies are also entitled to pay themselves for the cars in their respective leasing fleet. 

2.2.3. Tax due 

The registration tax depends on the type of vehicle. The registration tax will only be paid once. 

Registration tax in Denmark for a new car is mainly based on the car’s sales price, but to some extent 

also on technical equipment etc. 

Registration tax for second-hand cars is based on an estimated value. The estimated value is based on 

the sales price for a similar car purchased in Denmark including VAT, but without registration tax. 

The registration tax for new private petrol and diesel vehicles is 85% for the car’s value (sales price) up 

to 193,400 DKK, and 150% for the value exceeding 193,400 DKK. 

The registration tax for new petrol and diesel vans or lorries (2.5t to 4t) is 0% for the car’s value (sales 

price) up to 38,200 DKK, and 30% for the rest of the car’s value. 

For certain equipment, i.e., air bags, a tax reduction applies. 

Note that it is possible to bring a vehicle to Denmark for a limited period of time (e.g. two years) and 

only pay a quarterly registration tax for this period of time (these two years), plus interest. Such a 

payment arrangement requires an agreement with the Danish tax authorities. 

Also it is possible only to pay registration tax for the period of which the car is leased. The tax will be 

paid by the leasing company. 

2.2.4. Tax period 

The date of first registration. 

2.3. Annual circulation tax 
2.3.1. Taxable event 

An annual circulation tax is levied due to the fact that a vehicle is registered in Denmark. 

2.3.2. Taxable person 

The annual circulation tax is, in principle, due by the person mentioned on the registration form of the 

vehicle. 

2.3.3. Tax due – private vehicle 

Please find an overview table below. 

Petrol vehicle 
   

2019 

    
Tax per 6 months (DKK)  

Km/L minimum 20.0  
  

330  

Under 20.0  but not under 18.2  640  

Under 18.2  but not under 16.7  940  

Under 16.7  but not under 15.4  1,260  

Under 15.4  but not under 14.3  1,570  

Under 14.3  but not under 13.3  1,870  
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Under 13.3  but not under 12.5  2,180  

Under 12.5  but not under 11.8  2,480  

Under 11.8  but not under 11.1  2,790  

Under 11.1  but not under 10.5  3,100  

Under 10.5  but not under 10.0  3,410  

Under 10.0  but not under 9.1  4,010  

Under 9.1  but not under 8.3  4,650  

Under 8.3  but not under 7.7  5,260  

Under 7.7  but not under 7.1  5,870  

Under 7.1  but not under 6.7  6,480  

Under 6.7  but not under 6.3  7,110  

Under 6.3  but not under 5.9  7,720  

Under 5.9  but not under 5.6  8,330  

Under 5.6  but not under 5.3  8,970  

Under 5.3  but not under 5.0  9,580  

Under 5.0  but not under 4.8  10,190  

Under 4.8  but not under 4.5  10,800  

Under 4.5  
  

11,430  
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Diesel vehicle 
    

2019 

     
Tax per 6 months 
(DKK)  

    
Tax  Additional tax for 

diesel vehicles  

Km/L minimum 32.1  
   

130  

Under 32.1  but not under 28.1  
 

600  

Under 28.1  but not under 25.0  
 

1,080  

Under 25.0  but not under 22.5  330  1,170  

Under 22.5  but not under 20.5  640  1,280  

Under 20.5  but not under 18.8  940  1,390  

Under 18.8  but not under 17.3  1,260  1,500  

Under 17.3  but not under 16.1  1,570  1,600  

Under 16.1  but not under 15.0  1,870  1,730  

Under 15.0  but not under 14.1  2,180  1,850  

Under 14.1  but not under 13.2  2,480  1,970  

Under 13.2  but not under 12.5  2,790  2,100  

Under 12.5  but not under 11.9  3,100  2,200  

Under 11.9  but not under 11.3  3,410  2,300  

Under 11.3  but not under 10.2  4,010  2,550  

Under 10.2  but not under 9.4  4,650  2,770  

Under 9.4  but not under 8.7  5,260  2,980  

Under 8.7  but not under 8.1  5,870  3,240  

Under 8.1 but not under 7.5 6,480  3,430  

Under 7.5 but not under 7.0 7,110  3,640  

Under 7.0 but not under 6.6 7,720  3,910  

Under 6.6 but not under 6.2 8,330  4,120  

Under 6.2 but not under 5.9 8,970  4,340  

Under 5.9 but not under 5.6 9,580  4,590  
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Diesel vehicle 
    

2019 

     
Tax per 6 months 
(DKK)  

    
Tax  Additional tax for 

diesel vehicles  

Under 5.6 but not under 5.4 10,190  4,820  

Under 5.4 but not under 5.1 10,800  5,120  

Under 5.1 
  

11,430  5,360  

2.3.4. Tax due – vans and lorries (registered with yellow number plates) 

Please find an overview table below. 

Excise rate 2019: Tax per year (DKK) 

Weight 0–500kg 501–
1,000kg 

1,001–
2,000kg 

2,001–
2,500kg 

2,501–
3,000kg 

3,001–
4,000kg 

Vans or lorries registered between June 3, 1998 and April 25, 2007 – partly commercial use 

Petrol 1,620  1,920  2,810  7,015  7,785  7,785  

Diesel 2,210  2,770  3,970  8,465  9,425  9,645  

Vans or lorries registered after April 25, 2007 – partly commercial use 

Petrol 4,185  4,485  5,375  7,015  7,785  13,940  

Diesel 4,775  5,335  6,535  8,465  9,425  15,800  

 

2.4. Tax for private use 

Please find an overview table below. 

Excise rate 2019: Tax per year (DKK) 

Weight 0-500kg 501-1,000kg 1,001-
2,000kg 

2,001-
2,500kg 

2,501-
3,000kg 

3,001-
4,000kg 

Vans or lorries registered between June 3, 1998 and April 25, 2007  private use only 

Petrol 2,180 2,480 3,370 10,140 10,910 10,910 

Diesel 2,770 3,330 4,530 11,590 12,550 12,770 

Vans or lorries registered after April 25, 2007  private use only 

Petrol 7,310 7,610 8,500 10,140 10,910 23,220 

Diesel 7,900 8,460 9,660 11,590 12,550 25,080 

If the van is used for both professional and private purposes, the tax will be lower. 
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2.5. Classic cars 

Cars older than 35 years and destined for private collections, for entertaining or cultural purposes, can 

be imported and registered in Denmark. The value of the car used for calculation of the registration tax 

is 40 pct. of the value of the car as new. 

2.6. Petrol and diesel tax 
2.6.1. Taxable event 

In Denmark the petrol and diesel tax becomes taxable when supplied to the retailer. 

2.6.2. Tax due 

Petrol and Diesel Tax  2019   

Petrol 4.673.  DKK per L 

Diesel 3.184  DKK per L 

 

2.7. Bridge toll 
2.7.1. Taxable event 

In Denmark bridge toll is charged when crossing Storebæltsbroen and Øresundsbroen. 

2.7.2. Taxable person and period 

The bridge toll is charged to the user of the vehicle when crossing the bridge. 

2.7.3. Tax due 

Bridge Toll 
 

2019 

Storebæltsbroen 245 DKK 

Øresundsbroen 385 DKK 

Lower rates for cars passing the bridge are frequently available. 

3. Income taxes – taxable persons 
For direct tax purposes, all costs relating to private cars are in principle fully deductible for the 

employer. 

For the self-employed, all costs relating to business activity are fully deductible. There is no deduction 

for costs related to private use of the car. The split between business and private use is normally based 

on an estimate, however it is also possible to make a deduction based on actual business kilometers 

driven multiplied by the maximum mileage allowance rates. 

4. VAT 
4.1. General 

Danish VAT at the standard rate of 25% is due on all supplies of goods and services. No other VAT 

rates apply. 

In principle, taxable persons are entitled to recover input VAT paid in connection with VAT- taxable 

activities. However, special conditions apply to motor vehicles (e.g., passenger cars, lorries, trucks), in 

which case input VAT may be recoverable only partly or not at all, even if the vehicle is used for the 

purpose of VAT-taxable transactions only. 
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4.2. Deduction 

A number of costs related to motor vehicles are barred from deduction or refund of input VAT, even 

when it can be argued that they relate to VAT-liable activities. In general, the following rules applies: 

Passenger cars: input VAT on purchase, short-term (less than 6 months) rent/lease, and use of cars 

carrying up to nine persons cannot be deducted. 

Commercial and cargo vehicles (vans, lorries, etc.): 

With total weight up to 3t: input VAT on purchase can be deducted only if the vehicle is exclusively 

used for VAT-taxable activities. Input VAT related to the use of such vehicles can be deducted in full, 

even if the vehicle is only partly used for VAT-taxable activities. 

With total weight more than 3t: input VAT on purchase and operation can be deducted in accordance 

with the general rules (normally based on a fair estimate of the actual use of the car). 

VAT can be deducted on costs related to the acquisition and use of car phones to the extent that the 

phone is used for VAT-taxable purposes. 

If the company’s main activity is the sale or lease of passenger cars, input VAT on the purchase and use 

of passenger cars can be deducted according to special regulations. VAT on cars purchased and used 

for a driving schools activities is subject to the same special regulations. 

Please note, that in respect to passenger cars, VAT on the bridge toll for the Oresund Bridge can be 

deducted if the driving relates to VAT-taxable activities. However, VAT is not deductible on the bridge 

toll for the Storebælt Bridge. 

4.3. Deduction of input VAT related to car rental 

In general, VAT related to the leasing/rental of passenger cars is not deductible. However, VAT on the 

lease of passenger cars can be partially deducted if the leasing/rental period exceeds six months and at 

least 10% of the annual driving of the car is used for VAT-taxable purposes. The lessor must show on 

the invoice the monthly deductible amount. The deductible proportion will in most cases amount to 

50% to 70% of the total VAT amount on the monthly leasing payment. 

For leased commercial/cargo vehicles with weight less than 3t that are also used for non-VAT-taxable 

purposes (such as for private use), one-third of the VAT on the lease can be deducted. If such vehicle is 

exclusively used for VAT-taxable purposes, 100% of the VAT on the lease is deductible. 

For leased commercial/cargo vehicles with weight over 3t, VAT on the lease is deductible in proportion 

with the VAT-taxable activities. 

4.4. Leasing and VAT 

A lease agreement will be defined as an operational or a financial lease agreement. 

An operational lease agreement is considered in Denmark to be a taxable service for VAT purposes. As 

the owner of the car is the lessor, the lessee can deduct the input VAT partially as described above in 

section 4.3. 

A financial lease agreement, on the other hand, is in Denmark treated as a supply of goods for VAT 

purposes. However, most leasing contracts are regarded as operational lease with regard to VAT. 
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5. Company car 
Private use of a company car normally triggers taxation of the employee, adjustment of input VAT 

deducted upon the acquisition of the car by the company, and an additional tax for private use. 

5.1. VAT due on private use of company cars 

As businesses have no right to deduct input VAT incurred for purchases of cars used for passenger 

transport or for other costs related thereto, the private use of the company car has no VAT 

consequences. 

VAT consequences of the private use of commercial and cargo vehicles (registered with yellow number 

plates) depend on the weight of the vehicle in question, the period since the purchase, but mainly 

whether the car is intended for both private and business use. We refer to section 4.2. If the use of the 

car is changed within five years after the year of purchase, regulation mechanism may apply. 

In general, all driving between the employee’s home and place of work is regarded as private use, 

except in the case of driving between changing places of work and driving connected to duty schemes, 

etc. 

5.2. Tax due on private use of company cars (vans and lorries) – only 
private use 

Please find an overview table below. 

Excise rate 2018: Tax per year (DKK) 

Weight 0–500kg 501–
1,000kg 

1,001–
2,000kg 

2,001–
2,500kg 

2,501–
3,000kg 

3,001–
4,000kg 

Vans or lorries registered after April 25, 2007 – private use only 

Petrol 7,310  7,610  8,500  10,140  10,910  23,220  

Diesel 7,900  8,460  9,660  11,590  12,550  25,080  

 

If the van is used for both business and private purposes, the tax will be lower. 

5.3. Company car – income taxes 

When an employer provides the employee with a company car for both business and private purposes, 

this is a taxable benefit under Danish tax rules. 

The taxable value is independent of the actual operating costs (including insurance, petrol, 

maintenance, etc.) for the employer. Likewise, the taxation is independent of whether it is a petrol, 

diesel or electric car. Instead, the yearly taxable value is calculated as the sum of 

• 25% of the value of the car up to 300,000 DKK and 20% of the value exceeding 300,000 DKK. 

The calculation base cannot be less than 160,000 DKK; 

• an amount equal to 1.5 times the annual circulation tax (please see section 2.3 above). 

If the employee (from net salary) pays to the employer fully or partly for having the company car the 

paid amount will be deducted from the taxable value of the company car. 

In Denmark the determination of the value of the car depends on whether the car is more than 36 

months old (after its first registration date) at the time the employer purchases/leases/rents the car. 

The car is 36 months or less old 
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With respect to cars acquired no more than 36 months after their first registration date, the basis of 

calculation is determined based on the new car price. The new car price equals the list price/the car’s 

first registration value including car tax, VAT, costs of delivery and ordinary accessories. 

This new car price is used as the basis of calculation in the 36 months after the first registration. After 

this period, the calculation basis is 75% of the new car price.  

The car is more than 36 months old 

With respect to cars acquired more than 36 months after their first registration date, the basis of 

calculation equals the actual acquisition price paid by the employer including any costs of delivery, 

repairs and ordinary accessories. 

5.4. Company car – no VAT and income taxes to be paid 

It is possible to buy a ticket (dagsbevis) that allows a person to use a company car under 3t registered 

for commercial use only) without having to pay income taxes and without the company having to repay 

deducted VAT. The ticket price is DKK 225 for such cars. 

For a company car between 3-4t (registered for commercial use only) the ticket price is DKK 185. 

The ticket is valid for one day (from 00:00 to 23:59). There is a maximum of 20 tickets per car and 

employee per calendar year. 

6. Income taxes – drivers’ personal taxation 
6.1. Private car in the personal tax return 

For employees without a company car, the car costs in respect of the private use of a car are not 

deductible in the employee’s personal tax declaration. 

Instead it is possible for an employee to get a mileage deduction (“kørselsfradrag”) for transport 

between the residence and the workplace for transport exceeding 24km per day. This applies to 

transportation in private cars, buses, trains, etc. 

Mileage deduction 2019 

0 – 24 km No deduction 

25 – 120 km 1.98 DKK per km 

< 120 km 0.99 DKK per km  

 

Special rules apply for persons with low income and/or for persons living in “fringe areas”. 

6.2. Mileage allowance 

Should the employee use his private car for business purposes in the interest of the employer, the 

employer can pay the employee a tax-free mileage allowance per driven kilometre 

(kørselsgodtgørelse). 

The allowance is 3.56 DKK per kilometre for the first 20,000 km per calendar year and 1.98 DKK per 

kilometre for mileage above 20,000 km per calendar year. The allowance should cover all costs related 

to both the operating and depreciation of the car, except for bridge and road tolls plus parking. 

Mileage allowance cannot be used as a substitute for salary, and a number of requirements in relation 

to documentation and employer review apply. Should these requirements not be fulfilled, the 

allowance will be considered a taxable cash payment instead, i.e., tax will have to be withheld and the 

income reported. 
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7. Electric Vehicles 
7.1. Registration tax and annual circulation tax 

Registration tax has been introduced on electric vehicles from January 1,2016. Registration tax on 

electric vehicles will gradually be introduced over a 8 year-period. The vehicle registration tax for 

electric vehicles is calculated as a percentage based on the general rules for cars, vans and lorries.  

Registration tax per year (per cent) 

Year 2016-19 2020 2021 2022 2023 

 20 % 40 % 65 % 90 % 100 % 

Furthermore, an adjustment of the calculation of the fuel consumption for plug-in hybrid vehicles is 

made, which will affect the registration tax. Plug-in hybrid vehicles include cars propelled by a 

combination of electricity and petrol, diesel, natural gas or biogas, which are charged by external 

power supplies. The adjustment of the calculation will lead to a higher registration tax for these 

vehicles introduced over a 5 year-period, concordant with the above scheme and from January 1, 2016. 

7.1.1. Annual circulation tax 

The calculation of the annual circulation tax for electric vehicles is based on the electric consumption 

in kWh converted into km petrol per litre. 

8. Future developments 
In order to meet the standards stated in the Kyoto Protocols, the signatory states try to encourage the 

purchase of environmentally friendly cars, which is reflected in a taxation which is tending towards 

incentives for environmentally friendly passenger cars. 

Denmark is in this respect no different. Denmark is looking more and more to tying car taxation to 

CO2 emissions. This will then also be linked to more transparent car taxation with an increased focus 

on the use of a vehicle rather than on the possession of it. The principle that the polluter pays will 

therefore become more and more the rule. But a very long transition period (10 to 20 years) is 

expected, as the present, mainly value-based taxation of cars is of high importance to Danish society. 

9. Legal background 
• Danish VAT legislation 

• Registration Tax Act 

• Weight Duty Act 

• Tax Assessments Act 
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Estonia 

1. Car registration 
1.1. When does a car need to be registered? 

Any car which is used in Estonia by either a resident individual (or a person with a residence permit) 

or an Estonian legal person should be registered in Estonia within 5 working days from the initial 

usage in Estonia.  

All vehicles owned by natural person domiciled in foreign country, foreign legal person and sole 

proprietors must be registered in case the vehicle has been in Estonia for a time period exceeding one 

year. 

1.2. Who can register a car? 

A car is registered upon an application of the owner or its representative acting under power of 

attorney. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, on the condition that the principal user of such vehicle either has Estonian citizenship or is 

registered as an Estonian legal person or an individual with a residence permit. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Generally, a resident individual or a person with a residence permit may use a foreign-registered car in 

Estonia. However any vehicle being used for traffic in Estonia must be registered within 5 working 

days from the initial usage in Estonia. In case the vehicle being used in Estonia is owned by foreign 

legal entity the vehicle may be used for a continuous period of 12 months, after which the car should be 

registered in Estonia. 

2. Car taxation 
2.1. What are the different car taxes? 

There are no car taxes in Estonia yet. However, state fees are payable upon any act registered by the 

Estonian Traffic Register. 

2.1.1. Heavy-goods vehicles tax  

Heavy-goods vehicles are taxed in accordance with the Heavy-Goods Vehicles Tax Act. Heavy-goods 

vehicles are deemed to be: 

• trucks with a maximum authorised or gross laden weight of not less than 12 tonnes which are 

registered in the Traffic Register; or 

• road trains composed of trucks and one or more trailers with a maximum authorised or gross 

laden weight of not less than 12 tonnes, whereas the trucks of the road trains must be registered 

in the Traffic Register. 

Heavy-goods vehicle tax rates depend on: 

• the maximum authorised weight, the number of axles and the type of suspension of the driving 

axle of the truck. If the maximum authorised weight of a truck has not been entered on the 

registration certificate thereof, the tax shall be imposed according to the gross laden weight, the 

number of axles and the type of suspension of the driving axle thereof. 
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• the maximum authorised weight or gross laden weight of a road train on the basis of the 

characteristics concerning trucks specified above, the number of axles of the trailers used in the 

composition of the road train at the same time and the maximum weight of the trailers which 

the owner or user of the truck has reported to the Estonian Road Administration and through 

the Estonian Road Administration to the Tax and Customs Board for performance supervision. 

2.1.2. Road toll 

From January 1, 2018, it is required to pay road toll for all heavy goods vehicles that weigh over 3.5 

tonnes and are used on the public road network. 

Trucks and its trailers, which belong to specific defence forces and international aid providers are 

exempt from the road toll. Also under certain conditions such trucks and trailers, which are mainly 

used for rescue work and vintage vehicles. 

Road toll is regulated by the Traffic Act. 

Road toll depends on: 

• the maximum authorised mass of the heavy goods vehicle and its trailer, the number of axles 

and the emission class of the heavy goods vehicle; 

• the time when the roads are used.  

2.2. Taxable event and period 

Generally, a state fee shall be paid before the submission of an application, performance of an act or 

issuance of a document. 

Generally, the heavy-goods vehicles tax is paid quarterly by the 15th day of the first month of the 

quarter. 

Generally, the road toll should be paid before proceeding to the road.  

2.2.1. Taxable event 

A payer of the heavy-goods vehicle tax is 

• the owner, if the latter is an individual residing in Estonia on a permanent or temporary basis, 

legal persons registered in Estonia or state and local government agencies; 

• the user, if the latter uses the heavy-goods vehicle on the basis of a contract for use or contract of 

sale with a reservation on ownership and if the name, personal identification code or registry 

code and the address of the residence or seat of the user are entered in the Traffic Register; 

• the person in possession of the heavy-goods vehicle which is entered in the Traffic Register, if 

the owner of it is a person other than specified in the first point above. 

A payer of the road toll is 

• the owner; 

• the authorised user, if it has been entered in the traffic register. 

2.2.2. Tax due 

2.2.2.1. State fee rates  

Most common state fee rates are disclosed as follows: 

Traffic Register acts State fee 

1 Registration of a vehicle 130 EUR 

2 Issue of a general purpose number plate 62 EUR 
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3 Amendments to register data related to change of owner of a vehicle (if 
performed electronically via e-services) 

61 EUR / 
(48 EUR) 

4 Amendments to register data other than change of owner of a vehicle (if 
performed electronically via e-services) 

20 EUR / 
(16 EUR) 

 

2.2.2.2. Tax rates  

The quarterly tax rates for heavy-good vehicles are in the range from 0 EUR to 232.60 EUR. 

Road toll rates are in the range from 9 EUR to 1,300 EUR. 

3. Income taxes – taxable persons 
For direct tax purposes, all costs relating to cars are 100% deductible, provided that cars are used only 

for business purposes. 

4. VAT 
4.1. General 

Estonia’s standard VAT rate is 20%. Input VAT on goods and services is 100% deductible by taxable 

persons if the purchases are attributable to taxable supplies. 

4.2. Deduction of VAT on company passenger cars – general rule  

Only 50% of input VAT on acquisition of company passenger cars or other related costs (later referred 

to as “car related costs”), including running and maintenance, can be deducted. 

Passenger cars are defined as vehicles of category M1 (including M1G) used for the carriage of 

passengers and which have eight seats at the most in addition to the driver’s seat and whose maximum 

weight does not exceed 3.5 tons. 

The vehicles outside of this category (including N1 and N1G, also known as pick-up trucks) are not 

considered as passenger cars, 100% of input VAT can be deducted on acquisition and other related 

costs. 

4.3. Exceptions to the general rule 

There are some exceptions allowing deduction of whole input VAT paid in relation to passenger car 

related costs. These exceptions comprise: 

• passenger cars purchased for resale or for hire; 

• passenger cars that are mainly used as a taxi or for driving lessons. 

• passenger cars that are exclusively used for business purposes. 

There are no specific rules in the Estonian VAT law as to how “the exclusive use of a company car for 

business purposes” should be proved, but upon a tax dispute the taxpayer has to defend its position by 

presenting relevant evidence. 

4.4. VAT due on private use of company’s passenger cars 

Private use of a company passenger car free of charge or for a fee is generally outside of VAT scope. 

However, if the passenger cars are mainly used as a taxi or for driving lessons, VAT is due on the tax 

base calculated on the car’s power capacity (kW) and age (similarly to fringe benefit taxes). 

4.5. Adjustment periods 

Should there be a change in the use of the company passenger car during first 24 months after its 

acquisition, deducted input VAT shall be adjusted. 
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4.6. Specific rule for leasing companies  

Generally, input VAT on repair and maintenance costs cannot be deducted by leasing companies, 

unless  

• the leasing company supplies these services to lessees, or 

• the leasing company is responsible for repairs and maintenance of leased assets under the 

leasing contract and supplies derived from the contract, including interest, are taxable with 

VAT. 

The Estonian VAT Law does not provide a definition of hire purchase, or financial or operating lease. 

However, the law stipulates that any delivery of assets under an agreement providing for the transfer 

of title to the user of the assets at the end of the agreement will be treated for VAT purposes as the 

supply of goods. 

The law also provides that a supply of services is generally any transaction concluded in the course of 

business which does not constitute a supply of goods. The transaction, under which the user of the 

asset has an option to purchase the asset at the end of the agreement, will be therefore treated for VAT 

purposes as the supply of services. 

5. Company car 
5.1. VAT due on private use of company cars 

Private use of company passenger cars is generally not deemed to be a taxable event for VAT purposes. 

Private use of a company vehicle which falls into the N1 (including N1G) category, is taxable based on 

the method used when calculating fringe benefit. VAT due on private use is either calculated on: 

• the car’s power capacity (kW) and age, or 

• the market price, or 

• the difference between the market price and discounted price. 

5.2. Company car – income taxes  

If company passenger cars are used for private purposes of staff and directors free of charge or at a 

preferential price, it is deemed to be fringe benefits furnished to them. Fringe benefits are taxed by 

income and social tax at the level of a company and not at the level of the individual. In the case of 

company passenger cars, from January 1, 2018, the fringe benefit taxes are tied with a car's power 

capacity (kW). In general, the tax base is 1.96 EUR per kW per month but in the case the car is older 

than five years, the tax base is 1.47 EUR per kW per month. 

In case of a hybrid cars the maximum engine power (kW) of the internal combustion engine indicated 

in the traffic register or in the technical passport must be used. In case of electric and gas cars the 

engine power (kW). 

As mentioned above, if company vehicles, which fall into the N1 (including N1G) category, are used for 

private purposes, the tax base may also be calculated on the basis of the car’s power capacity and age, 

market price or the difference between the market and discounted price. 

No fringe benefit shall arise during the taxation period when the car has been deleted from the traffic 

register temporarily or the register entry has been suspended. 

If the company passenger car is used only for business purposes, the employer shall notify the Road 

Administration (notification without an applicable state fee) that shall make a notation in the data of 

the car in the traffic register, which is public information. If the respective note is absent from the 

traffic register, then the car is considered to be used also for private purposes. 
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6. Income taxes – driver’s personal taxation 
If a car is possessed and used by an employee (or a director) for business pur-poses of an employer, a 

compensation for the car paid to the employee (or the director) is exempted from income tax if paid 

according to a logbook. The com-pensation exceeding 335 EUR or calculated based on higher rates of 

use than 0.3 EUR/km is treated as fringe benefits and taxed accordingly at the level of the employer. 

The fringe benefits taxable at the level of employer are not included in the personal income tax return. 

7. Electric vehicles 
There are no specific tax rules for electric vehicles. In some specific parking zones in larger towns such 

as Tallinn (the capital of Estonia), Tartu and Pärnu, no parking fees are imposed in the public parking 

area for electric vehicles whose CO2 emissions are zero. 

8. RDE and WLTP 
From September 1, 2017, two new fuel economy and emissions tests WLTP (“Worldwide Harmonised 

Light-Duty Vehicles Test Procedure”) and RDE (“Real Drive Emissions”) will apply to new car type 

registrations in the European Union (incl. Estonia). New types of cars are vehicle models introduced to 

the market for the first time. From September 1, 2018, WLTP will apply to all new car registrations. 

9. Future developments 
Currently there are no amendments under discussion related to company cars or restrictions 

faced/incentives provided to “good” technologies or e-mobility. 

10. Legal background 
• Estonian Income Tax Act and regulations 

• Estonian VAT legislation 

• Heavy-Goods Vehicle Tax 

• Traffic Act and regulations 
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Finland 

1. Car registration 
1.1. When does a car need to be registered? 

In principle, a person permanently residing in Finland is not allowed to drive a foreign registered 

vehicle, which has not been taxed in Finland. When a new or second-hand vehicle is put into free 

circulation on Finnish public roads, the vehicle should be registered in Finland. 

Additionally, in case a vehicle changes owner and is intended to be used on Finnish public roads, a new 

registration for the vehicle needs to be requested. 

1.2. Who can register a car? 

A car needs to be registered by the owner of the car. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

If the foreign owner of a vehicle used on public roads has a Finnish address, the foreign person can 

register the vehicle in Finland himself. 

However, if the foreign person does not have a Finnish address, a Finnish resident must be informed 

for registration purposes as the holder of the car, i.e., the foreign owner of the vehicle will be 

mentioned as the owner of the car, but a Finnish resident is mentioned as the user of the car. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

A vehicle registered in another EEA member state may be used by a Finnish resident in Finland 

temporarily without Finnish registration, but strict restrictions apply. If the conditions are not met a 

Finnish resident or his family members can use the car for 14 days once in a calendar year. Such use 

needs to be reported before the car is taken into use. 

Generally, a person residing abroad may use a vehicle registered in a foreign country on public roads 

for up to one year. There may be some foreign countries whose residents will need a permit from the 

Finnish authority to use a vehicle temporarily on public roads for a limited time. 

2. Car taxation 
2.1. What are the different car taxes? 

Following the registration of a car and its use on public roads in Finland, several car related taxes 

become due, namely 

• car tax, 

• vehicle tax, 

• fuel fee and 

• recycling fee on tires. 

2.2. Car tax 
2.2.1. Taxable event 

Taxable vehicles are passenger cars, vans, other buses with an unloaded weight of less than 1,875 kg, 

light cars and motorcycles. 
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According to the Finnish Car Tax Act, car tax shall be levied before the vehicle is registered or taken 

into use in Finland regardless of whether the vehicle has been manufactured in Finland, acquired as an 

intra-Community supply from another EU country or imported from outside the EU. Special 

provisions are applied to the temporary use of cars in Finland. 

If a car is used in Finland after more than 50% of the parts of the car have been changed, the car tax 

shall be levied on the car as if the car was registered or used in Finland for the first time. 

2.2.1.1. Taxable person 

The liability to pay car tax lies primarily with the person who is registered as the owner of the vehicle 

in the Finnish vehicle register. If the vehicle has been sold through a hire purchase contract and is 

subject to the retention of the ownership, the liability lies with the buyer who is entered in the register 

as the holder of the vehicle. The taxable event is the registration of the vehicle. 

The owner or holder defined above may be liable to pay car tax even if the taxation procedure should 

have been taken care of on his behalf by an agent, e.g., the company who imported the vehicle. The 

owner or holder would still have the liability to pay the tax even though he could show that he has paid 

the tax amount to the agent or to the agent’s representative. However, in case the importer of the 

vehicle is a registered agent for car taxation, the liability lies with the agent and the agent pays the tax 

on behalf of the car tax liable person. The liability can, however, be transferred by a written contract, 

e.g. to the buyer of the vehicle. The Finnish Tax Administration shall be notified of the transfer. If this 

notification is not made, the person who handed over the vehicle and the person who received it are 

jointly liable. 

If the car tax cannot be collected from the registered agent, the liability to pay the tax lies with the 

owner entered in the vehicle register, except in case the  owner can prove that he has paid the tax 

amount to the registered agent or to the agent’s representative. If the vehicle has been taken into use 

without registration or no other liable person can be established, the liability to pay the car tax lies 

with the person who took the vehicle into use. If it is not possible to establish that person or the tax 

cannot be collected from him, the liability lies with the owner of the vehicle which has been taken into 

use. If the car tax is not paid in accordance with the Car Tax Act, the vehicle may not be used on the 

public roads in Finland, irrespective of who is liable to pay the tax or who is responsible to pay it on his 

behalf. 

2.2.1.2. Tax due 

The car tax rate on passenger cars, in year 2020varies between 2.7 % and 48.9 % of the taxable value 

depending on the CO2 emissions of the car. If the information on the emissions is not available the car 

tax rate is determined based on the weight and driving force of the car. The car tax rate for an average 

vehicle with emissions at 190g/km is 27.8% or 33.4%depending on whether the CO2 emissions have 

been determined according to the Euro 5 and Euro 6 rules (WLTP) or not.  

The taxable value of a new passenger car imported into Finland from another EU member state or 

from outside the EU is the actual retail price of a similar car in Finland at the time of importation, 

reduced by an amount corresponding to usual discounts. The retail price is defined as the price which 

would be paid on a similar car in the market. The amount that corresponds to usual discounts, which 

are reduced from the retail price when calculating the taxable value of a new vehicle, is 5.5% and 250 

EUR, but 20% of the value of the vehicle at most. The reduction is calculated based on the price of a 

new vehicle including value-added tax but excluding car tax. No reduction is calculated, however, if the 

vehicle is listed for sale in a price list with prices on which no discounts are granted (a so-called ‘net 

price list’). 

The Finnish Tax Administration publishes the retail prices for most car types. The retail price 

information is based on data collected from car importers and car dealers. Car importers and other 

persons liable to pay car tax shall inform the Finnish Tax Administration of the planned retail price of 

the car. Car tax on used vehicles is based on the estimated retail price of a similar used car in Finland 

at the time of importation. If such value is not available, the general retail value is determined based 
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on the price at which similar vehicles would generally be put for sale, reduced by an amount 

corresponding to usual discounts.  

The amount of car tax is determined based on the car tax percentages that were applicable when the 

car was originally taken into use. 

2.3. Vehicle tax 
2.3.1. Taxable event 

Vehicle tax is payable on passenger cars registered in Finland and used on public roads. 

2.3.2. Taxable person 

In principle, the taxable person is the person who has registered the vehicle in his name. 

2.3.3. Tax due 

In 2020, the amount of vehicle tax on passenger cars levied per day varies between 0.146 EUR and 

1.793 EUR depending on the emissions of the car. If the information on emissions is not available, the 

amount is determined based on the weight of the car and it varies between 0.61 EUR and 1.732 EUR 

per day. The rate for an average vehicle with emissions at 190g/km is 0.701 EUR or 0.797 EUR per day 

depending on whether the CO2 emissions have been determined according to the Euro 5 and Euro 6 

rules (WLTP) or not. 

Additionally, the amount of vehicle tax is increased by a driving force tax if the driving force of the car 

is other than petrol. The amount of the tax is determined based on the type of car and type of driving 

force. The amount of tax relating, e.g. to personal vehicles with a diesel engine is 0.055 EUR per 100kg 

of the total mass of the car levied per day. The driving force tax is slightly lower if the car runs entirely 

or partly on electricity. 

2.4. Fuel fee 
2.4.1. Taxable event 

A fuel fee is payable on vehicles using fuel that is taxed less than diesel oil or petrol. The fee is payable 

for vehicles registered in Finland and abroad. 

2.4.2. Taxable person 

The fee is payable by the owner of the vehicle, or if used by another person, the possessor of the 

vehicle. 

2.4.3. Tax due 

The amount of fuel fee is 330 EUR to 1,500 EUR per day for cars (330 EUR for passenger cars) and 

100 EUR to 670 EUR for other vehicles. 

2.5. Recycling fee on tyres 

The purchaser of new car tyres has to pay a recycling fee to the supplier (1.74 EUR, including VAT, per 

passenger car tyre in 2020). Finland has one of the highest recycling rates for car tyres, as 90% of 

passenger car tyres are recycled. 

3. Income taxes – taxable persons 
According to the Finnish Business Income Tax Act, all expenses and losses that arise from acquiring or 

preserving income in business activities are tax deductible. 

In the case of corporations, all costs relating to cars should generally be tax deductible. Please note 

that in case of private use of a company’s car, the benefit should be taxed as earned income of the 

individual employee–in some cases the benefit may be taxed as a disguised distribution of dividend. 
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However, in case of private businessmen and partnerships, the deductibility of car related costs is 

limited. First, one has to establish whether the car owned by the private businessman or partnership is 

part of the business assets or of the other assets. A car is part of the business assets if more than 50% 

of the driving kilometres are connected to business activities. In such a case, the car-related costs can 

be deducted in the taxation of the private businessmen or partnerships to the extent that the costs 

arise from business activities. 

4. VAT 
4.1. General 

Finnish VAT at the standard rate of 24% is, in principle, due on most supplies of goods and/or 

services. VAT at the rate of 24% is generally due on the import, supply and acquisition of a car in 

Finland. Only diplomats and employees of international organisations may import or purchase a car in 

Finland without VAT. 

For taxable persons with a right to deduct VAT, input VAT incurred for their purchases in respect of 

their VAT taxable business activities is, in principle, deductible up to 100%. 

4.2. Deduction 

In general, Finnish companies and private businessmen cannot deduct the input VAT on passenger 

cars or cost related thereto. If the car is used even partly for private purposes, the input VAT on the 

purchase price, and on any costs related to the use of the passenger car, is not deductible. This also 

applies to the VAT on leasing fees paid to the leasing company. 

Companies that purchase passenger cars solely for their VAT taxable business purposes, such as 

leasing companies and car retailers, may deduct the input VAT paid on the purchase price or in 

importing the car. This may require that the employees of the company keep a logbook showing the 

purpose of the use of the car. The same applies for any other company using a passenger car 100% for 

VAT deductible business purposes. 

The Finnish VAT Act does not include specific rules regarding various forms of leasing contracts. 

However, in case of a financial lease, the leasing company will account for output VAT when the car is 

delivered to the lessee. This is due to Finnish tax legislation treating leasing agreements as a supply of 

goods if the title to the leasing object is agreed to be transferred (without an option) to the lessee after 

the lessee has paid all or part of the leasing fees. 

If the title will not pass to the lessee or there is only an option to purchase the vehicle according to the 

leasing agreement, and the purchase price is not only nominal, the leasing is regarded as an 

operational lease or “pure lease”, and thus a supply of services for VAT purposes. The lessor will 

account for VAT on the lease rentals when the rentals are invoiced, or the payments received. 

Some businesses may deduct a proportion of the input VAT on the purchase of a passenger car and on 

the costs related to the use of the car. For example, driving schools and taxis may deduct a percentage 

of the input VAT that relates to the proportion of the business mileage driven compared to total 

mileage driven. 

5. Company car 
5.1. VAT due on private use of company cars 

VAT related to a passenger car used as a company car is fully non-deductible for most companies due 

to private use of the car. Due to the restricted right to deduct input VAT, private use of a company car 

is not additionally taxed for VAT purposes. 

For certain companies such as car retailers, VAT on a passenger car used solely as a company car is 

also non-deductible. However, a car retailer may benefit from a partial VAT deduction related to a 

company car. Under certain circumstances VAT related to passenger cars used both as a company car 

and demonstration car is deductible to the extent the car is used for demonstration purposes. Splitting 

of input VAT can be made e.g. based on mileage. 
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5.2. Company car – income taxes 

If an employee or his family member uses the employer’s passenger car or van for private purposes, 

this gives rise to a taxable company car benefit. Commuting between home and the employee’s usual 

workplace is considered as private driving for tax purposes. If the employee uses the company car only 

for business travel, no taxable benefit occurs. It should be noted that the absence of private use has to 

be proved to the tax authorities if required, since even minor private use is considered to create a 

taxable company car benefit. Thus, if the car is not used for private purposes, the employee should 

keep a driver’s log. 

The value of benefits received from an employer is included in the employee’s taxable employment 

income and taxed at a progressive tax rate according to the tax rate in the employee’s tax withholding 

card. 

The taxable value of the company car benefit depends on the year when the vehicle was taken into use 

(i.e. registration date). The value is also affected by the nature of the car benefit, i.e. whether the 

benefit is regarded as an unlimited or limited company car benefit. The benefit is considered to be 

unlimited company car benefit if the employer pays for all expenses related to the company car 

(including expenses from private use), whereas the benefit is regarded as a limited company car 

benefit if the employee pays at least for the fuel costs from both business and private use. The taxable 

values for the most common benefits are determined annually by the Decision of the Finnish Tax 

Administration on the valuation of taxable in-kind benefits. 

The value of the benefit can be calculated on a monthly basis or alternatively based on kilometres of 

private use, in which case a driver’s log has to be kept. 

In 2020 the value of car tax benefit has been determined as follows: 

• Age group A (vehicles taken into use from 2018 to 2020) 

– Unlimited company car benefit: The value of the benefit per month is 1.4% of the car’s 

replacement price plus 270 EUR, or 0.18 EUR per kilometre. 

– Limited company car benefit: The value of the benefit per month is 1.4% of the car’s 

replacement price plus 105 EUR, or 0.07 EUR per kilometre. 

• Age group B (from 2015 to 2017) 

– Unlimited company car benefit: The value of the benefit per month is 1.2% of the car’s 

replacement price plus 285 EUR or 0.19 EUR per kilometre. 

– Limited company car benefit: The value of the benefit per month is 1.2% of the car’s 

replacement price plus 120 EUR, or 0.08 EUR per kilometre. 

• Age group C (before 2015) 

– Unlimited company car benefit: The value of the benefit is 0.9% per month of the car’s 

replacement price plus 300 EUR, or 0.20 EUR per kilometre. 

– Limited company car benefit: The value of the benefit is 0.9% per month of the car’s 

replacement price plus 135 EUR, or 0.09 EUR per kilometre. 

In the case of all-electric cars which run entirely on electricity, the taxable value of an unlimited 

company-car benefit is reduced, by subtracting either 0.08 EUR per kilometre, or alternatively, 120 

EUR from the monthly value. The aforementioned is not applicable to the limited company-car 

benefit. 

The employee must keep a driver’s log or provide the Finnish Tax Administration with some other 

reliable documentation if the benefit is valued based on the amount of kilometres. The following facts 

regarding work-related driving must be entered daily in the driver’s log: 



 

Finland PwC 2020 Global Automotive Tax Guide | 127 

• Start and end hours 

• Start and end locations, and the route driven, as necessary 

• Odometer readings at start and end 

• Distance travelled 

• Purpose of the trip 

• User of the vehicle 

The taxable value for the company car benefit is calculated based on the estimation that the amount of 

private use is 18,000km per calendar year. The tax authorities may increase the taxable value of the 

company car benefit in the final tax assessment in case it is obvious that the kilometres relating to 

private driving obviously exceed 18,000km. Also, if work-related driving exceeds 30,000km during the 

calendar year or if the employee constantly switches from one vehicle to another, the basic value of the 

benefit can be reduced by 20%. 

6. Income taxes – drivers’ personal taxation 
6.1. Private use 

The costs for the private use of a car are not deductible with the exception of the cost for commuting to 

and from work (for more information please see section 6.2.). 

6.2. Commuter traffic 

The costs from commuting to and from work are deductible in the employee’s taxation as costs for 

commuting to and from work. The maximum deductible amount is 7,000 EUR per year and the self-

risk is 750 EUR per year, so that in order to be eligible for full deduction, the costs can be up to 7,750 

EUR. The costs are deductible according to the least expensive means of travel, which in most cases is 

public transportation. 

In case public transportation is not available, the costs for the use of employee’s own car can be 

deducted. The deductible amount is 0.25 EUR per kilometre in 2020. 

In the case the taxpayer has a company car benefit, the deductible amount is also calculated according 

to the least expensive means of travel. In case the costs are calculated according to the use of 

employee’s own car, the deductible amount if the taxpayer has a company car benefit (limited or 

unlimited) is 0.19 EUR per kilometre in 2020. 

6.3. Business kilometers 

Work-related travel costs are reimbursable by the employer tax-free. The maximum tax-exempt 

reimbursement is 0.43 EUR per kilometre and 0.10 EUR per kilometre if the taxpayer has a limited car 

benefit (tax year 2020). The maximum reimbursement of 0.43 EUR can be raised in situations 

indicated in the Decision of the Tax Administration on tax-exempt allowances for travel expenses for 

the appropriate tax year. 

If the employee has used his own car for work-related travel and the costs have not been reimbursed 

by the employer, the costs are deductible as work-related expenses. In this case the actual costs are 

deductible. However, a standard deduction of 750 EUR per year is automatically deducted from 

employment income to cover work-related expenses, so in practice only costs exceeding 750 EUR per 

year are deductible. If the taxpayer is unable to show the actual costs, the costs for the use of the 

taxpayer’s own car is determined to be 0.25 EUR per kilometre and 0.10 EUR per kilometre if the 

taxpayer has a limited car benefit  
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7. Electric vehicles 
In general, electric vehicles are taxed in the same way as all the other cars in Finland. As the car tax 

rates and the amount of daily vehicle tax are mostly calculated based on the emissions of the car in 

question, the amount of tax paid can, in most cases, be lower than for a normal vehicle. If the driving 

force of the car is solely electricity, the amount of vehicle tax on the passenger car levied per day is 

0.146 EUR, i.e. it is determined based on the lowest rate applicable to cars in Finland. 

Relating to vehicle tax, the power force tax is 0.015 EUR per 100kg of the total mass of the car levied 

per day if the power force of the car is electricity only. The power force tax is 0.005 EUR per 100kg of 

the total mass of the car levied per day if the car works with both petrol and electricity and 0.049 EUR 

if the car works with both diesel oil and electricity. 

8. Legal background 
• Finnish VAT Act 

• Finnish Car Tax Act 

• Ordinance on registration of vehicles 

• Act on fuel fee 

• Act on vehicle tax 

• Act on tire fee 

• Finnish Income Tax Act 

• Decision of the Finnish Tax Administration on the valuation of taxable in-kind benefits to be 

applied in 2020 

• Decision of the Tax Administration on tax-exempt allowances for travel expenses in 2020 
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France 

1. Car registration 
1.1. When does a car need to be registered? 

From the moment a new or second-hand vehicle is put into free circulation on French public roads, the 

vehicle should be registered in France. 

Also, whenever a vehicle changes ownership and is intended to be used on French public roads, a new 

registration for the vehicle has to be requested. 

The registration must be completed within one month from the acquisition, regardless whether the 

vehicle was acquired in France or abroad. The registration is completed either on-line or through 

habilitated car professional intermediary.  

1.2. Who can register a car? 

A car must be registered in France in the name of the legal owner. 

The individual holder of the registration certificate of the vehicle must hold the corresponding driving 

license. If the individual owner does not possess the driving license, the registration must be carried 

out on behalf of a person who holds the corresponding driving license and who is designated by the 

owner. 

Within the national vehicle registration system, the registration may be completed anywhere in 

France, regardless the department where the owner resides or has its registered office.  

1.3. Can a vehicle with a foreign number plate be used on public 
roads? 

In principle, if resident in France, the owner of a car that is driven on French public roads needs to 

register the car in France.  

In case of transfer of permanent residence to France, the registration shall be completed in France 

within one month from arrival.  

A car with foreign number plates can be used on French public roads by a person not resident in 

France. 

2. Car taxation 
2.1. What are the different car taxes? 

Following the registration of a car and its use on public roads in France, several car taxes become due, 

including, in particular, the following: 

• vehicle registration tax, 

• supplemental taxes for vehicles with high CO2 emissions, and 

• tax on company cars. 

2.2. Vehicle registration tax 
2.2.1. Taxable event 

Registration tax must be paid to obtain the issue of the registration certificate (the so-called “carte 

grise”). The amount of tax is based on the horsepower of the vehicle and varies depending on the 

region of permanent residence of the owner, the lessee (in case of financial lease or lease of at least two 

years) or the establishment to which the vehicle is allocated if the owner is a legal entity or an 

entrepreneur using the vehicle for professional purposes.  
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Non-polluting vehicles equipped for running exclusively or partially on electricity, natural gas, 

liquefied petroleum gas (LPG) or superethanol E85 may be wholly or partially exempted from 

registration tax through a deliberation of the competent regional council.  

Vehicles using exclusively electric energy, hydrogen or the combination of two, are exempt from the 

registration tax as of right since 1 January 2020.  

This tax is also charged upon re-registration, further to a change of ownership of a vehicle already 

registered in France. 

2.2.2. Taxable person 

In principle, the tax is due by the person in whose name the vehicle is registered. 

2.2.3. Tax due 

Registration tax is based on both the cylinder capacity of the vehicle (expressed in taxable or fiscal 

horsepower) and the power of the engine (kilowatt hours). The tax due is proportional and fix. The 

amount of the proportional tax depends on the unit rate, by horse, fixed for each region by the regional 

council. 

2.2.4. Tax period 

Whenever a vehicle is (re-)registered by a new owner/user. 

2.2.5. Additional tax 

Additional registration tax is applicable upon (re-)registration of road transport vehicles. The amount 

of this tax depends on the gross vehicle weight and varies from € 30 to € 305. 

2.3. Supplemental tax for vehicles with high CO2 emissions 

In order to encourage the purchase and use of vehicles with low CO2 emissions, a surcharge assessed 

on the basis of the CO2 emissions of each vehicle is applied to the vehicle registration tax. 

The tax rules vary depending on whether the vehicle was registered before January 1, 2008. 

2.3.1. Vehicles registered before January 1, 2008 

2.3.1.1. Taxable event 

Polluting vehicles owned, leased or used from January 1, 2006 and that were put into circulation from 

June 2004 are subject to a registration tax surcharge when their CO2 emissions rate exceeds 

200g/km. 

This tax is not applicable for vehicles registered for the first time in France after January 1, 2008. 

2.3.1.2. Taxable person 

In principle, the tax is due by the person in whose name the vehicle is registered. 

2.3.1.3. Tax due 

For private cars having been granted EC Type Approval within the meaning of Directive 70/156/EEC 

regarding the approximation of the laws of the member states relating to the Type Approval of motor 

vehicles and their trailers, the tax is based on the number of grams of carbon dioxide emitted per 

kilometre: 

Number of g/km of CO2 Amount per g[€] 

Up to 200 0 

Over 200 and less than or equal to 250 2 

Over 250 4 
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For private cars other than those mentioned above, the tax is based on the engine rating for 

administrative purposes (article 1010 bis of the French Tax Code): 

Taxable hp Tax (flat amount in €) 

Lower than or equal to 9  0 

Higher than or equal to 10 and less or equal to 11 100 

Higher than or equal to 12 and less or equal to 
14 

300 

Higher than or equal to 15 1000 

 

The tax is reduced by one-tenth per year since the date of first registration. 

 

2.3.1.4. Tax period 

Whenever a vehicle is (re-)registered by a new owner/user. 

2.3.2. Vehicles registered for the first time after January 1, 2008 

In order to encourage the purchase and use of environmentally friendly vehicles, a bonus malus system 

is in force since January 1, 2008.  

Under this system, a supplemental tax (“Ecopastille”) is payable on registrations of vehicles with high 

CO2 emissions performed for the first time in France after that date. 

On the other hand, until April 2015, purchasers or hirers of a new vehicle replacing a scrapped vehicle 

more than 15 years old, obtained a bonus of € 200 in 2013, 2014 and 2015. Since April 2015, a new 

superbonus system is in force (“prime de conversion”). 

2.3.2.1. Supplemental tax (“écopastille” or malus system) 

Taxable event 

The écopastille supplemental tax is due for any new private vehicle registered for the first time in 

France (Article 1011 bis of the French Tax Code) : 

- that has been granted EC Type Approval and whose CO2 emissions rate is higher than 155g/km in 

2010, 150g/km in 2011, 141g/km in 2012, 135g/km in 2013 and 130g/km in 2014, 2015, 2016, 

126g/km in 2017, 119 g/km in 2018, 116g/km in 2019 and 110g/km in 2020; 

- that has not been granted EC Type Approval, but whose taxable horsepower is higher than 5hp in 

2014, 2015, 2016, 2017, 2018, 2019 and 2020. 

Subsequent registrations of second-hand cars that were registered for the first time in 2008 are 

exempt from the supplemental tax. 

The second-hand cars registered in another country and imported into France benefit from an 

allowance. The tax is reduced by a tenth for each started year since their registration. 

Taxable person 

The “écopastille” is in principle payable by the first person who registers the vehicle in his name. 
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Tax due 

For a private vehicle that has been granted EC Type Approval and whose CO2 emissions exceed a 

certain level, the amount of supplemental tax is as follows (Article 1011 bis of the French Tax Code): 

Amount of supplemental tax (€) 

Year of registration 2018 

CO2 emissions rate (g/km)   

Rate ≤ 119  0 

120  50 

121  53 

122  60 

123  73 

124  90 

125  113 

126  140 

127  173 

128  210 

129  253 

130  300 

131  353 

132  410 

133  473 

134  540 

135  613 

136  690 

137  773 

138  860 

139  953 

140  1 050 

141  1 153 

142  1 260 

143  1 373 

144  1 490 

145  1 613 

146  1 740 

147  1 873 

148  2 010 

149  2 153 

150  2 300 

151  2 453 
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Amount of supplemental tax (€) 

Year of registration 2018 

CO2 emissions rate (g/km)   

152  2 610 

153  2 773 

154  2 940 

155  3 113 

156  3 290 

157  3 473 

158  3 660 

159  3 853 

160  4 050 

161  4 253 

162  4 460 

163  4 673 

164  4 890 

165  5 113 

166  5 340 

167  5 573 

168  5 810 

169  6 053 

170  6 300 

171  6 553 

172  6 810 

173  7 073 

174  7 340 

175  7 613 

176  7 890 

177  8 173 

178  8 460 

179  8 753 

180  9 050 

181  9 353 

182  9 660 

183  9 973 

184  10 290 

Rate ≥ 185  10 500 
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Amount of supplemental tax (€) 

Year of registration 2019 

CO2 emissions rate (g/km)   

Rate ≤ 116   
0 

117   
35 

118   
40 

119   
45 

120   
50 

121   
55 

122   
60 

123   
65 

124   
70 

125   
75 

126   
80 

127   
85 

128   
90 

129   
113 

130   
140 

131   
173 

132   
210 

133   
253 

134   
300 

135   
353 

136   
410 

137   
473 

138   
540 

139   
613 

140   
690 

141   
773 

142   
860 

143   
953 
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Amount of supplemental tax (€) 

Year of registration 2019 

CO2 emissions rate (g/km)   

144   
1 050 

145   
1 101 

146   
1 153 

147   
1 260 

148   
1 373 

149   
1 490 

150   
1 613 

151   
1 740 

152   
1 873 

153   
2 010 

154   
2 153 

155   
2 300 

156   
2 453 

157   
2 610 

158   
2 773 

159   
2 940 

160   
3 113 

161   
3 290 

162   
3 473 

163   
3 660 

164   
3 756 

165   
3 853 

166   
4 050 

167   
4 253 

168   
4 460 

169   
4 673 

170   
4 890 

171   
5 113 
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Amount of supplemental tax (€) 

Year of registration 2019 

CO2 emissions rate (g/km)   

172   
5 340 

173   
5 573 

174   
5 810 

175   
6 053 

176   
6 300 

177   
6 553 

178   
6 810 

179   
7 073 

180   
7 340 

181   
7 613 

182   
7 890 

183   
8 173 

184   
8 460 

185   
8 753 

186   
9 050 

187   
9 353 

188   
9 660 

189   
9 973 

190   
10 290 

Rate ≥ 191   
10 500 

 

Since 1 March 2020, the new European method, namely Worldwide Harmonized Light Vehicles Test 

Procedure, applies in France.  

The following scale is applicable until March 1, 2020: 

Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

Rate ≤ 110   

0 
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Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

110   

50 

111   

75 

112   

100 

113   

125 

114   

150 

115   

170 

116   

190 

117   

210 

118   

230 

119   

240 

120   

260 

121   

280 

122   

310 

123   

330 

124   

360 

125   

400 

126   

450 

127   

540 
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Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

128   

650 

129   

740 

130   

818 

131  898 

132   

983 

133   

1 074 

134   

1 172 

135   

1 276 

136   

1 386 

137   

1 504 

138   

1 629 

139   

1 761 

140   

1 901 

141   

2 049 

142   

2 205 

143   

2 370 

144   

2 544 

145   

2 726 
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Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

146   

2 918 

147   

3 119 

148   

3 331 

149   

3 552 

150   

3 784 

151   

4 026 

152   

4 279 

153   

4 543 

154   

4 818 

155   

5 105 

156   

5 404 

157   

5 715 

158   

6 039 

159   

6 375 

160   

6 724 

161   

7 086 

162   

7 462 

163   

7 851 
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Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

164   

8 254 

165   

8 671 

166   

9 103 

167   

9 950 

168   

10 011 

169   

10 488 

170   

10 980 

171   

11 488 

172   

12 012 

173   

12 552 

174   

13 109 

175   

13 682 

176   

14 273 

177   

14 881 

178   

15 506 

179   

16 149 

180   

16 810 

181   

17 490 



 

France PwC 2020 Global Automotive Tax Guide | 142 

Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

182   

18 188 

183   

18 905 

184   

19 641 

Rate ≥ 184   

20 000 

 

Since 1st March 2020, the following scale is applicable: 

Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

Rate ≤ 138   

0 

138   

50 

139   

75 

140   

100 

141   

125 

142   

150 

143   

170 

144   

190 

145   

210 

146   

230 
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Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

147   

240 

148   

260 

149   

280 

150   

310 

151   

330 

152   

360 

153   

400 

154   

450 

155   

540 

156   

650 

157   

740 

158   

818 

159  898 

160   

983 

161   

1 074 

162   

1 172 

163   

1 276 

164   

1 386 
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Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

165   

1 504 

166   

1 629 

167   

1 761 

168   

1 901 

169   

2 049 

170   

2 205 

171   

2 370 

172   

2 544 

173   

2 726 

174   

2 918 

175   

3 119 

176   

3 331 

177   

3 552 

178   

3 784 

179   

4 026 

180   

4 279 

181   

4 543 

182   

4 818 
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Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

183   

5 105 

184   

5 404 

185   

5 715 

186   

6 039 

187   

6 375 

188   

6 724 

189   

7 086 

190   

7 462 

191   

7 851 

192   

8 254 

193   

8 671 

194   

9 103 

195   

9 950 

196   

10 011 

197   

10 488 

198   

10 980 

199   

11 488 

200   

12 012 
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Amount of supplemental tax (€) 

Year of registration 2020 

CO2 emissions rate (g/km)   

201   

12 552 

202   

13 109 

203   

13 682 

204   

14 273 

205   

14 881 

206   

15 506 

207   

16 149 

208   

16 810 

209   

17 490 

210   

18 188 

211   

18 905 

212   

19 641 

Rate ≥ 212   

20 000 

 

For a private vehicle that has not been granted EC Type Approval, the amount of supplemental tax due 

in 2020 is as follows (note: for previous years, see our previous editions): 

 
Taxable hp Tax (€ Taxable hp) 

Tax (€) Taxable hp ≤ 5 0 

6 ≤ taxable hp ≤ 7 3,125 

8 ≤ taxable hp ≤ 9 6,250 



 

France PwC 2020 Global Automotive Tax Guide | 147 

10 ≤ taxable hp ≤ 11 9,375 

12 ≤ taxable hp ≤ 13 12,500 

14 ≤ taxable hp ≤ 15 

16 ≤ taxable hp ≤ 17 

18 ≤ taxable hp   

15,625 

18,750 

20,000 

 

Tax exemption and allowance 

Since January 1, 2009 vehicles acquired by handicapped persons are exempt. Cars acquired by large 

families (at least three children) benefit from a reduction of tax. 

From July 1, 2019 the tax also applies to pick-up vehicles with at least 5 seats (except those used 

exclusively in ski lifts and ski resorts).  

For the purpose of the scales above, vehicles that have been granted EC Type Approval and running on 

superethanol E85 benefit from a 40% allowance on CO2 emission rates, except if the number of g/km 

of CO2 exceeds 250. 

As of 2020, an exemption is also granted to vehicles used by a public person when the certificate is issued 

following a transfer/withdrawal of their jurisdiction. The exemption applies to the proportional regional 

tax, supplemental taxes on used vehicles, powerful vehicles and professional training (Articles 1599 

sexdecies, 1010 bis, 1010 ter of the French Tax Code). 

Tax period 

When a car is registered for the first time in France by a new owner/user. 

2.3.2.2. Bonus system 

Purchasers or hirers of new environmentally friendly vehicles are awarded a bonus. This bonus is 

awarded, upon request, by the Agency of Services and Payment (Agence des Services et de Paiement) 

or is deducted by the seller from the price of the vehicle. 

Bonus is awarded subject to several conditions. The amount of the bonus depends on the 

characteristics of vehicle (Article D. 251-7 of the Energy Code). 

As of January 1, 2017, only plug-in hybrid electric vehicles can benefit from the bonus.  

The purchasers or leasers of the new private vehicle registered for the first time in France must be 

domiciled in France and must not sell the vehicle within six months following the acquisition. 
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2.3.2.3. Superbonus system (“prime de conversion”) 

In addition to the abovementioned bonus, a superbonus could be granted to purchasers of a new 

vehicle replacing a scrapped vehicle.  

Since 1st August 2019, the conditions of allocation and the amount of the superbonus are modified. To 

be eligible, the vehicle shall cost less than € 60,000 and emit less than 117gCO2/km and the household 

must have a reference tax income per unit of less or equal to € 13,489 (Article D.251-3 of the Energy 

Code).   

The amount of the bonus is no longer aligned with the taxable or non-taxable status of the household 

but with the reference tax income per unit. 

The vehicle acquired must be registered for the first time and must not be sold within six months 

following the acquisition. 

Where the fiscal household of the purchaser is taxable or for corporations, the superbonus is not 

granted anymore for “Crit’air 2” vehicles. 

The superbonus amount is added to the bonus amount as follows: 

  

Amount of the bonus (€)    

CO2 
emissions 
rate 
(g/km) 

 2016 2017 2018 2019 2020 

Rate ≤ 20  6,300 
capped at 
27% of the 
purchase 
price 

6,300 
capped at 
27% of the 
purchase 
price 

6,000 
capped at 
27% of the 
purchase 
price 

6,000 
capped at 
27% of the 
purchase 
price 

6,000 (below 
45,000) and 
3,000 
(between 
45,000 and 
60,000) 
capped at 
27% of the 
purchase 
price for  

20 < rate ≤ 
60 

 1,000 1,000  0 0 0 

60 < rate ≤ 
110 

 750 0 0 0 0 

As of 2020, with the exception of light commercial vehicles and hydrogen-powered vehicles for 

which a bonus of € 3,000 is granted, vehicles with a purchase value of more than € 60,000 are 

not eligible to bonus. 
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For 2018: 

Vehicle    Amount of 
superbonus 

 Maximum 
amount 
including bonus 
and superbonus 

New electric vehicle  2,500  8,500 

Electric scooter  100  350 

Second-hand electric vehicle  1,000  0 

For 2019: 

If the fiscal household of the purchaser is effectively subject to income tax: 

Vehicle    Amount of 
superbonus 

 Maximum 
amount 
including bonus 
and superbonus 

New electric vehicle  2 500  8 500 

Electric scooter  100  1 000 

Second-hand electric vehicle   1 000  0 

 

If the fiscal household of the purchaser is not effectively subject to income tax: 

Vehicle    Amount of 
superbonus 

 Maximum 
amount 
including bonus 
and superbonus 

The distance between the purchaser’s 
home and her/his workplace is higher 
than 30km 

 80% of the 
purchase 
price (€ 5 
000 
maximum) 

 € 11 000  

The purchaser drives more than 
12,000km per year with her/his personal 
vehicle for her/his work 

  

The purchaser’s reference taxable 
income per unit is less than or equal to  

€ 6 300 

  

Without condition  2 500  8 500 

Electric scooter   1 100  (within 
the limit of 
the purchase 
cost 
including 
VAT) 

 2 000 
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As of 1st August 2019, the amount of the superbonus system is determined as follows: 

• € 2,500 for the purchase of a new or second-hand electric or plug-in hybrid vehicle; 

• € 1,500 for the purchase of a thermic vehicle Crit’air 1; 

• € 1,500 for the purchase of a Crit’air 2 thermic vehicle registered after 1st September 2019.  

These amounts are doubled for households whose reference tax income per unit is less or equal to € 

6,300, as well as for households eligible for the bonus and living more than 30 kilometers away from 

their work or driving more than 12,000 kilometers a year in their personal vehicle for work. 

As of 1st January 2020, a general reduction of the amounts of the bonus entered into force. For private 

individuals, the bonus is maintained at € 6,000 for vehicles under € 45,000 value and reduced to € 

3,000 in the event of the acquisition of a vehicle priced between € 45,000 and € 60,000. For 

companies, the aid may not exceed € 3,000. 

For vehicles with acquisition cost of more than € 60,000, the amount of the bonus is reduced to zero, 

except for light commercial vehicles and hydrogen vehicles, which retain a purchase aid of € 3,000. 

2.4. Tax on company cars 
2.4.1. Vehicles subject to tax on company cars 

Companies with a registered office or a branch in France must declare the vehicles they own, lease, or 

use and pay an annual tax on company cars (irrespective of the state in which the vehicles are registered). 

Fall within the scope of this tax:  

• All private vehicles owned or used by a company, irrespective of how the vehicle is used; 

• Company cars registered outside France are also taxable insofar as they are used in France. The 

tax also applies to industrial cars, station wagons and minibuses with less than ten seats, 

excluding cars designed exclusively for commercial or industrial activities (trucks, pickups, 

public transport vehicles and special purpose vehicles, such as ambulances); 

• Advertising vehicles; 

• Private cars used by employees for business purposes also fall within the scope of the tax on 

company cars, depending on the mileage allowance paid by the company (if the number of 

kilometers is less than or equal to 15,000km: exempt; if greater than 15,000km: the tax is due); 

• Since January 1, 2019 the tax on company cars also applies on pick-up vehicles with at least 5 

seats. 

The tax on company cars is not deductible for corporate income purposes.  

2.4.2. The two components of the tax 

The tax on company cars is composed of two components: (i) the 1st component based on CO2 

emissions and (ii) the 2nd component is based on type of fuel used.  

With respect to cars owned, leased or used by a company from January 1, 2006 that were put into 

circulation as from June 1, 2004 and that do not fall within the scope of the new registration system, 

the 1st component of the tax varies depending on the CO2 emission rate: 

CO2 emissions rate (g/km) Tax per CO2 g(€) 

≤ 20 0 

> 20 ≤ 60 1 

> 60 ≤100 2 

> 100 ≤ 120 4.5 
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CO2 emissions rate (g/km) Tax per CO2 g(€) 

> 120 ≤ 140 6.5 

> 140 ≤ 160 13 

> 160 ≤ 200 19.5 

> 200 ≤ 250 23.5 

> 250 29 

As from 1 March 2020, revised rates are applicable to the 1st component of the tax with respect to 

vehicles subject to the new registration system, defined as  vehicles falling within categories M1, M2, 

N1 and N2 for which the first registration in France is issued as from March 1, 2020 (note: this system 

does not apply to vehicles for which the CO2 emissions have not been determined or cannot be 

determined): 

CO2 emissions rate (g/km) Tax per CO2 g(€) 

≤ 20 0 

> 20 ≤ 50 1 

> 50 ≤120 2 

> 120 ≤ 150 4.5 

> 150 ≤ 170 6.5 

> 170 ≤ 190 13 

> 190 ≤ 230 19.5 

> 230 ≤ 270 23.5 

> 270 29 

 

For cars that do not meet the above conditions (e.g. cars put into circulation before June 2004), the 

amount of tax per vehicle is as follows: 

Taxable hp Annual tax (€) 

3 or less 750 

4-6 1,400 

7-10 3,000 

11-15 3,600 

Above 15 4,500 

 

The 2nd component of the tax on company cars depends on the type of fuel used and the year of first 

registration and is determined as follows: 

Year of first registration 
of the vehicle 

Petrol & assimilated (€) Diesel & assimilated (€) 

Until December 31st 
2000 

70 600 

From 2001 to 2005 45 400 

From 2006 to 2010 45 300 

From 2011 to 2014 45 100 

From 2015 20 40 
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For the purpose of the 2nd component, “Diesel & assimilated” refers to diesel driven vehicles as well as 

vehicles combining an electric motor and diesel motor emitting (i) more than 120 CO2 g/km in case of 

vehicles subject to new registration system or (ii) 100 CO2 g/km for other vehicles.  “Petrol & 

assimilated” refers to all other vehicles. This 2nd component is not applicable to fully electric vehicles.  

 
2.4.3. Tax exemptions 

The tax is not payable on vehicles intended exclusively for sale, short-term rental, or for transportation 

purposes (e.g., taxis), when such activities are part of the company’s normal business operations or for 

vehicles used for agriculture. 

Temporary exemption from the 1st component of the tax applies during a period of 12 trimesters 

starting from the 1st day of the trimester during which the vehicle is put into circulation, to hybrid 

vehicles combining (i) electric energy with petrol, liquefied petroleum gas, natural gas or E85 

superethanol or (ii) petrol with natural gas or liquefied petroleum gas and (iii) whose CO2 emission 

rates are lower or equal to: 

• 120g/km for vehicles subject to the new registration system; 

• 100g/km for other vehicles, 

This exemption is final for (i) vehicles subject to the new registration system provided their CO2 

emissions are lower or equal to 50g/km and (ii) for other vehicles provided their CO2 emissions are 

lower or equal to 60g/km.  

2.4.4. Tax period 

The tax on company cars is an annual tax, payable in quarterly instalments. 

Since 2018, the tax period corresponds to the calendar year (for the record, the past tax period was 

from October 1, n to September 30, n+1). 

3. Corporate income tax 
3.1. Level of deduction 

The annual depreciation rate for vehicles is generally 20% to 25%. 

There are, however, some exceptions. For example, new vehicles acquired before January 1, 2010 and 

running, exclusively or not, on electricity, natural gas, LPG or superethanol E85 were eligible to 

accelerated depreciation for tax purposes over 12 months. 

Also, for new “clean energy” trucks, running on electricity, natural gas, biomethane, ED95, hydrogen, 

B10 and acquired before 31 December 2021, additional depreciation is allowed for tax purposes 

(ranging from 20% to 60% depending on the authorized loaded weight and type of energy used) as per 

the provisions of Article 39 decies A of the French Tax Code.  

3.2. Limitation on amortizable basis applicable to passenger vehicles  

Vehicles are subject to depreciation on the basis of their acquisition cost. However, for passenger 

vehicles, the deduction of depreciation allowance for tax purposes is capped to a portion of the 

acquisition price depending on the acquisition date and CO2 emission rates of the vehicle.  

This limitation applies to passenger cars put into circulation for the 1st time as from 1 June 2004. 

Pursuant to the French tax authorities, are outside the scope of this limitation cars used for the 

purposes of persons’ transport activities, including taxis, driving school vehicles, ambulances, car 

rental companies. 

For cars leased under a financial lease of three months or more, the lessee must add back to its taxable 

basis the portion of the lease charges corresponding to the lessor’s depreciation exceeding the 

applicable cap. 
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Accumulators and other specific GPL or GNV equipment can be excluded from the calculation basis 

subject to the cap if they are invoiced and recorded separately on the balance sheet. 

All expenses, other than depreciation (e.g. fuel, repairs, maintenance costs etc) are deductible for 

corporate income tax purposes under standard rules.  

For passenger vehicles subject to the new registration system, in the meaning of Article 1007, 4° of the 

French Tax Code, the applicable depreciation basis cap is: 

• € 30,000 if CO2 emission rate is below 20g/km; 

• € 20,300 if CO2 emission rate is higher or equal to 20g/km and below 50g/km; 

• € 9,900 if CO2 emission exceeds 165g/km for vehicles acquired before January 1, 2021 or 

160g/km for vehicles acquired as from this date. 

For all other passenger vehicles, the depreciation basis cap is (i) € 30,000 if CO2 emission rate is 

below 20g/km or (ii) € 20,300 if CO2 emission rate is higher or equal to 20g/km and below 60g/km. 

The cap is reduced to € 9,900 if CO2 emission rate exceeds: 

• 155g/km for vehicles acquired between 1 January 2017 and 31 December 2017; 

• 150g/km for vehicles acquired between 1 January 2018 and 31 December 2018; 

• 140g/km for vehicles acquired between 1 January 2019 and 31 December 2019; 

• 135g/km for vehicles acquired between 1 January 2020 and 31 December 2020; 

• 130g/km for vehicles acquired as from 1 January 2021. 

4. VAT 
4.1. General 

The purchase or lease of cars, as well as the various services or goods in connection with vehicles, are 

subject to the standard 20% VAT rate. 

4.2. Deduction 

VAT incurred on the purchase price or car lease rentals is generally not deductible, regardless the use 

of the vehicle (private or mixed use). 

Thus, input VAT is generally not deductible, subject to the following exceptions eligible for VAT 

deduction: 

• Vehicles that are intended to be re-sold as new; 

• Vehicles to be leased; 

• Road vehicles with eight seats or more (in addition to the driver’s seat) that are used by 

companies to transport their staff to their place of work; 

• Vehicles acquired by public transport companies and used exclusively for transportation 

purposes, e.g., taxis, hearses, buses; 

• Vehicles used exclusively for driving tuition; 

• Trucks, pickup trucks, vans, etc. 

Vehicle spare parts, accessories and services of any type whatsoever cannot be deducted when related 

to vehicles not eligible for VAT deduction. Car phones installed in vehicles are not considered to be 

accessories and consequently are eligible for VAT deduction (if used for business purposes) as are car 

park charges, motorway tolls and 80% of the VAT on diesel fuel. 
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VAT incurred on liquefied petroleum gas (LPG) and natural gas used is deductible, without restriction. 

Since January 1, 2008, the coefficient of admission of these products is equal to one.  

VAT incurred on petroleum gas and kerosene is deductible at a 50% rate. The coefficient of admission 

of these products is equal to one when related to vehicle eligible for VAT deduction. 

VAT incurred on petrol used as fuel is fully deductible when related to car tests (engine 

manufacturing).  

Since January 1, 2017, in order to align the VAT treatment of petrol and diesel, the non-deductible 

portion of VAT on petrol is progressively reduced as follows:  

 

As of 

% of VAT recovery right 

Vehicles not eligible for 

VAT deduction 

Vehicles eligible for 

VAT deduction (utility 

vehicle…) 

1st January 2017 10% 0% 

1st January 2018 20% 20% 

1st January 2019 40% 40% 

1st January 2020 60% 60% 

1st January 2021 80% 80% 

1st January 2022 80% 100% 

 

As from 1 January 2022, VAT on petrol used as fuel mentioned in Table B of Article 265 of the French 

Customs Code shall be deductible under the same conditions as those applicable to gasoil: 

- the admission coefficient is equal to 80% for petrol when used as fuel for the vehicles excluded from 

the VAT recovery right mentioned in 6° of 2 of IV of article 206 of the Appendix II to the French Tax 

Code; 

- the admission coefficient is equal to 100% for petrol when it is used as fuel for vehicles other than 

those excluded from the VAT recovery right mentioned in 6° of 2 of IV of article 206 of the Appendix II 

to the French Tax Code. 

According to the Article 273 septies B of the French Tax Code, VAT incurred on electricity is deductible 

if the vehicles (purchased or leased) are used for business purposes.  

A VAT exemption applies to supplies of cars to diplomatic missions or international organizations 

under certain conditions. 

4.3. Second-hand car 

Since July 1, 2015, any person reselling second-hand car brought into France via an intra-community 

acquisition of goods is required to prove the VAT regime under which the vehicle was acquired in the 

other member state. This information is mandatory in order to register the cars in France. The purpose 

of this measure is to prevent resellers in France using the second-hand VAT regime (so called “VAT 

margin scheme”) for vehicles which are not eligible to this regime.  

4.4. VAT due on private use of company cars 

The private use of a car, which is also a business asset, does not normally give rise to a taxable “self-

supply” unless the car is eligible for VAT recovery and VAT was actually recovered on the purchase of 

the car. 
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5. Income taxes – drivers’ personal taxation 
The private use of a company car (including journeys to and from work) gives rise to a benefit in kind 

(“avantage en nature”), subject to social security contributions and personal income tax in the hands 

of the beneficiary.  

Employers can estimate the value of the fringe benefits either based on the actual costs incurred 

(including fuel, depreciation, insurance and maintenance) or on a lump-sum basis. This is determined 

based on the following rules, which apply both for social security contributions and income tax 

purposes. 

• If the company car has been purchased 

– Actual-cost method: The computation basis of the benefit in kind includes depreciation 

allowance over 5 years at 20% rate per year of the acquisition value (10% if the car is over 

five years old), as well as insurance, maintenance and fuel costs paid by the employer. The 

value of the benefit in kind corresponds to the total of the costs listed above, multiplied by 

the ratio of private miles to total miles. 

– Lump-sum cost method: The benefit in kind is based on the acquisition cost of the vehicle 

and amounts to 12% or 9% of this cost, depending on whether the company pays or not 

the fuel costs (or respectively 9% or 6% if the car is over five years old). Alternatively, fuel 

costs can be taken into account for their actual amount. 

• If the company car has been rented 

– Actual-cost method: If the car is rented or leased with a purchase option, the value of the 

benefit is equal to the aggregate costs including maintenance, insurance and if so the fuel 

costs. 

– Lump-sum cost method: If the car is rented or leased with a purchase option, the value of 

the benefit in kind is equal to 30% of the aggregate costs including rentals, maintenance 

and insurance.  If the employer pays the fuel costs, the value of the benefit in kind is equal 

to the said costs for 30% and fuel costs for their actual amount, or 40% of the aggregate 

costs including rentals, maintenance, insurance and fuel.  

 

Company car purchased 

 Lump-sum cost 

method 

Actual-cost 

method 

Less 

than 5 

years 

Employer bear the 

gas expenses 

Either 9% of the purchase 

price and fuel costs for 

their actual amount; 

Or 12% of the purchase 

price. 

• 20% of the 
purchase price; 

• The insurance 
cost; 

• The 
maintenance 
costs; 

• The fuel costs, if 
any. 

Employer does not 

bear the gas 

expenses 

9% of the purchase price. 

More 

than 5 

years 

Employer bear the 

gas expenses 

Either 6% of the purchase 

price and fuel costs for 

their actual amount; 

• 10% of the 
purchase price; 
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Or 9% of the purchase 
price. 

• The insurance 
cost; 

• The 
maintenance 
costs; 

• The fuel costs, if 
any. 

Employer does not 

bear the gas 

expenses 

6% of the purchase price. 

 

Company car rented 

 Lump-sum cost method Actual-cost method 

 

Employer bear 

the gas expenses 

Either 30% of the aggregate costs 

including rentals maintenance, 

insurance, and fuel costs for their 

actual amount; 

Or, 40% of of the aggregate costs 

including rentals maintenance, 

insurance and fuel costs. 

The aggregate costs 

including maintenance, 

insurance and if so the fuel 

costs. 

Employer does 

not bear the gas 

expenses 

30% of the aggregate costs 

including rentals maintenance, 

insurance. 

 

If the employer puts at disposal of the employee for permanent use a vehicle running exclusively on 

electric energy, the private use of this vehicle is taxed as a fringe benefit under the same rules as above. 

However, for vehicles put at disposal of the employee between January 1, 2020 and December 31, 

2022, the expenses taken into consideration for the calculation of the taxable fringe benefit exclude 

electricity expenses paid by the employer for the recharge of the vehicle and are valued with 50% 

rebate and €1,800 annual cap. 

Furthermore, from January 1, 2019 and until December 31, 2022, when an employer puts at disposal 

of an employee a charging terminal for electric vehicles, the benefit corresponding to the use of this 

terminal by the employee is valued nil.  

6. Electric vehicles 
Several specific exemptions are applicable to electric vehicles including, notably the following: 

• Exemption from the proportional registration tax applicable since 1 January 2020 (Article 1599 

novodecies A of the French Tax Code); 

• Exemption from the tax on company cars (both components) for fully electric vehicles provided 

their CO2 emissions are below 20g/km. 

7. Others 
From January 16, 2017, Paris has become the first municipality in the country to put in place the 

restricted traffic zone. A system of discs (known as “Crit’Air”) categorises passenger cars according to 

the type of powertrain, segment and date of first registration. Passenger cars registered before January 

1, 1997 have been banned from Paris since July 2017. 
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Since January 1, 2018, vehicles are no longer in the scope of the French wealth tax as the latter applies 

now only to real estate. 

8. Legal background 
• French Tax Code (Code général des impôts) 

• French Highway Code (Code de la route) 

• French tax authorities’ guidelines published in the BOFiP-Impôts. 
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Germany 

1. Car registration 
1.1. When does a car need to be registered? 

New cars or second-hand cars have to be registered with the local municipality in order to obtain a 

local number plate as soon as they are going to be used on German public roads. Each vehicle requires 

a separate number plate and registration. 

Since October 2005, registration formalities have been adjusted to comply with the digital registration 

process. Registration Certificate II (former Fahrzeugbrief) has been improved by addition of a security 

code.  

On February 15, 2019, the Federal Council approved a regulation of the Federal Government for online 

car registration. Vehicle owners will soon be able to apply online for registration, renewal and changes 

of address. 

1.2. Who can register a car? 

In general, the person who acts as economic owner of the car is obliged to register it. The economic 

owner of the car can be an individual, a company or a partnership, and does not necessarily have to be 

the legal owner of the car. 

The economic owner in this sense is the person who bears the costs in connection with running the car 

and who has the right to use the car. Thus, in a long term lease it is usually the lessee who is 

responsible for registering the leased car. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Basically, a car can only be registered by using a German address. However, it is possible to register a 

car in the name of the foreign owner (legal person), mentioning the German address of the principal 

user (e.g., in the case of a company car). Furthermore, a foreign vehicle owner with a residence permit 

with a valid identity card can register his vehicle.  

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Cars that have been registered in another EU-country and are used in Germany have to be registered in 

Germany at least after one year or – earlier - if the car is usually located in Germany (e.g if it used by a 

foreign or German national who is permanently or temporarily resident in Germany). Exemptions are 

possible for cross-border commuters. 

2. Car taxation 
2.1. What are the different car taxes? 

The German government levies various taxes and other charges on motoring, such as motor vehicle tax 

(“Kraftfahrzeugsteuer”) but also VAT (“Umsatzsteuer”) and excise duties on the purchase of a car and 

direct taxation on private use of company cars. In addition, there are other taxes in Germany directly 

or indirectly related to the use of vehicles, such as fuel tax (“Energiesteuergesetz” EnergieStG) and the 

truck toll (“LKW-Maut”), which are not dealt with in more detail in this article, however. 

2.2. Registration tax 

There is no tax on the registration of cars in Germany. However, to obtain a number plate, a service 

charge (fee) is levied by the local municipality. The cost of registration depends on the municipality 

where the car is registered, although this sum can amount to as much as 170 EUR, including the cost of 

the number plates. 
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2.3. Motor vehicle tax 
2.3.1. Taxable event 

Cars that are registered in Germany are subject to German motor vehicle tax. Foreign- registered cars 

are subject to German motor vehicle tax if they are used in Germany for a period of one year or more. 

This conforms to the registration requirements for cars used or located in Germany. If the car is used 

not only temporarily in Germany and accordingly needs to be registered in Germany (see section 1.4) 

the motor vehicle tax becomes due anyway. 

Car registration is now strictly linked to a control process with the tax authorities ensuring that the 

registered owner or user has paid the due taxes, i.e., any delay in payment of car taxes will block the 

car registration process for the person who is liable to pay the taxes. 

The motor vehicle tax is levied and collected by the regional customs office (“Hauptzollamt”). 

2.3.2. Taxable person 

The taxable person is, in general, the economic owner of the car. If a foreign-registered car runs in 

Germany for a period of one year or longer, the person using the car in Germany is liable to pay the car 

tax. 

2.3.3. Tax due 

The system of taxation for cars is quite complex, with a number of limited exemptions for cars with 

lower emissions of harmful substances, and altogether there are over 40 different tax rates which are 

partly still in place for older vehicles beside the new emissions-based system which is applicable for 

motor vehicles registered after July 1, 2009. Actually, one has to determine whether the first 

registration of a motor vehicle is before July 1, 2009 or after June 30, 2009 in order to calculate the 

accurate tax due (see below). 

From May 1, 2005 onwards it is no longer possible to classify SUV’s (sport utility vehicles – 

permissible maximum weight is higher than 2,800kg) as commercial vehicles / trucks in order to 

achieve advantages in car taxation. The Federal Court of Finance has confirmed this tax administrative 

practice if the SUV is designed and equipped for the transport of passengers rather than primarily 

goods. Thus, the tax rate for SUV’s is no longer measured according to their weight. From May 1, 2005 

onwards, the rate depends also for SUV’s only on the emissions and cubic capacity (see table below). 

Former concessions for diesel vehicles are no longer available. Tax incentives granted for the 

retrofitting of diesel vehicles with fine particle filters have expired on November 15, 2016. New 

programs for the retrofitting of diesel cars are not held out. Moreover, drivers of diesel vehicles will 

have to face temporary bans on driving into cities with high nitrogen oxide pollution. 

The taxation for motor vehicles registered after July 1, 2009 has changed from a mere engine capacity-

based tax to a mixed tax also taking CO2-emissions into account. For cars with a date of first 

registration from November 5, 2008 until June 30, 2009 the financial authorities are obligated to 

apply the more advantageous tax legislation (article 18 section 4(a) of the Motor Vehicle Tax Act 

(Kraftfahrzeugsteuergesetz, or KraftStG)). 

These taxation rules (article 9 section 1(2)(b) KraftStG) applicable to motor vehicles registered after 

July 1, 2009 have an engine capacity-based component of currently 2 EUR per 100cc for petrol engines 

and 9.50 EUR for each 100cc for diesel-driven cars. In addition, each emitted gram per kilometre of 

CO2 exceeding the base emission of 95g/km is taxed by 2 EUR. For cars that have been registered for 

the first time between July 1, 2009 and December 31, 2011 the excess amount is calculated on a base 

emission of 120g/km and for cars with a first registration date between January 1, 2012 and December 

31, 2013 the base emission is 110g/km, and from January 1, 2014 95g/km. 

Electric cars registered between January 1, 2009 and May 17, 2011 had been tax-exempt for 5 year. 

Electric cars (not including full hybrid and plug-in hybrid cars) with a date of their first registration 

after May 17, 2011 are tax-exempt for a period of ten years. The exemption will apply to cars registered 

(for the first time) until December 31, 2020 and can also be claimed for cars that initially have been 
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registered abroad. In the period from May 18, 2016 to December 31, 2020, vehicles later converted 

into a purely electric vehicle will be exempt from motor vehicle tax for a period of 10 years in 

accordance with article 3d section 4 KraftStG, irrespective of the date of first registration. In this case, 

the tax exemption begins on the day on which the vehicle registration office determines that the 

conditions have been fulfilled (day of retrofitting). 

The tables below show a scheme of the different taxation of cars depending on their date of 

registration. The tax amounts mentioned in the table apply to each 100cc displacement of the engine. 

Hence, the nominal cubic capacity of the car has to be divided by 100 and multiplied by the tax amount 

in the table to calculate the determine amount of car tax. 

Along with the implementation of the rules for a worldwide harmonized light duty test procedure 

(WLTP)the calculation of the CO2-emission based part of the motor vehicle tax will refer to the WLTP-

indicated CO2 value for cars registered from September 1, 2018, instead of the currently applied “new 

European driving cycle”-based value assessed by the car manufacturers. In addition, the WLTP test is 

to be supplemented by the Real Driving Emissions (RDE) test in September 2019. While the WLTP 

test is conducted in a laboratory, the RDE test takes place on public roads.This change of the reference 

test method is expected to significantly increase the measured results of CO2 values and accordingly 

the CO2 related part of the vehicle tax burden for car drivers /owners.  

For the purchase / lease of new electric cars (solely battery-operated) and fuel cell cars acquired after 

May 17, 2016, the owner / holder is entitled to a state supported premium of in total EUR 4,000 upon 

application. For plug-in hybrid cars the premium is in total EUR 3,000. The total premium is split into 

a state payment and a reduction of the purchase price. No subsidy is paid for cars with a net list price 

(basic version) of EUR 60.000 and higher. Combination of the program with other state subsidies 

shall be possible as of from March 3, 2018. The program expires on June 30, 2019. However, due to 

the fact that only about EUR 100 mio. have been used from the EUR 600 mio. federal subsidy fund, 

the German government is considering extending the subsidy program beyond June 2019. The 

government expects an increase in EV sales in the near future thanks to the improvement of capacity 

of charging infrastructure and increasing number of available EV models on the market.   

2.3.4. Tax period 

Annual. 
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Overview of motor vehicle tax for passenger cars with registration until 30/06/2009 - 
Germany 

 

 

Source: Main customs office (Hauptzollamt), translated by PwC 

*) If upgrade is done by September 30, 2016 and registered by November 15, 2016. 

  

Euro 2 
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Overview of motor vehicle tax for passenger cars with registration since 01/07/2009 - 
Germany 

 

 

Source: Main custom office (Hauptzollamt), translated by PwC 

2.4. Truck Toll System – “Lkw-Maut” 

The vehicle toll system that is already applicable to trucks (vehicles for the transportation of goods 

with a vehicle weight of 7.5 tons and above) for the use of motorways will be extended to the use of all 

federal trunk roads effective as from July 1, 2018.  
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3. Direct taxation 
Costs incurred to run an own or leased vehicle (passenger cars, trucks and buses) that is used for 

business purposes can be deducted as business expenses for direct tax purposes. The costs are 

deductible as depreciation of the asset or as operating expenses. All expenses must be duly supported 

by relevant documentation, i.e., invoices and contracts. The amortization period of passenger cars is 

usually five- or six years (Bundesministerium für Finanzen,15.12.2000, BStBl. 2000 I S. 1532 (tax 

authority decree) and deduction is made by equal fractions. A shorter period is not accepted, even if a 

company expects to keep a car for less than five years. 

A special depreciation for small and medium-sized electric delivery vehicles will be granted from 2020 

to 2030 and will be a one-time 50 percent of the purchase costs. The special depreciation also applies 

to e-trucks with a minimum transport volume of one cubic meter and a payload of at least 150 

kilograms. 

As a further tax incentive for the lease of electric vehicles in the business sector the portion of lease 

expenses that regularly cannot be deducted for trade tax purposes (= effectively 5% add-back of the 

lease expenses for cars to the trade tax basis – not CIT) is halved for e-vehicles and plug-in hybrid cars 

(reducing the add-back for trade tax purposes to effectively 2.5% of the lease expense) – if the lease 

contract has been concluded after December 31, 2019. 

For plug-in hybrid cars a certificate ( according to Annex IX of Directive 2007/46/EC) is required 

stating that the vehicle has a carbon dioxide emission of not more than 50 grams per kilometer or a 

range of at least 60 kilometers (for contracts closed as of from January 1, 2025 – at least 80 

kilometers) under exclusive use of the electrical engine. 

The reduction of the add-back rate for trade tax purposes shall apply until (and including) the tax year 

2030. 

An environmental bonus (non-tax subsidy) is provided to individuals or companies for the purchase or 

leasing of an electric vehicle up to a net list price of 65,000 Euro which is registered for the first time in 

Germany. The environmental bonus amounts to 4,000 – 6.000 Euro for a pure battery electric vehicle 

and a fuel cell vehicle and 3,000 – 4,500 Euro for an externally rechargeable hybrid electric vehicle. 

The program is valid until 2025. 

Half of the environmental bonus is granted by the automobile manufacturers (own contribution) and 

half by a federal subsidy (federal contribution).  

For details please refer to  

• https://www.bundesregierung.de/breg-de/aktuelles/umweltbonus-1692646  

• https://www.bafa.de/DE/Energie/Energieeffizienz/Elektromobilitaet/Foerderprogramm_im

_Ueberblick/foerderprogramm_im_ueberblick.html 

4. VAT 
4.1. General 

The standard German VAT rate is 19% and applies to the purchase of a car itself as well as to various 

services or goods purchased in connection with the car. However, certain VAT exemptions are 

available, such as the exemption granted for intra-Community supply of goods and for the supply of 

goods and services to diplomatic posts and international organisations. Car insurance is also VAT-

exempt. 

4.2. Deduction 

Companies with the right to full deduction of input VAT (i.e., not full or partly exempt businesses) can 

reclaim all VAT invoiced if they only use a car for business purposes (whereas the taxable provision of 

a company car can also qualify as a business purpose). 

https://www.bundesregierung.de/breg-de/aktuelles/umweltbonus-1692646
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4.3. Hire-Purchase 

Hire-purchase contracts provide the transfer of title to the asset to the lessee on conclusion of the 

contract due to the intended sale of the car at the end of the rental agreement. From a tax point of 

view, it has to be treated as a purchase from the beginning. 

4.4. Leasing 

Whether car leasing qualifies as a supply of service or a supply of goods for VAT purposes should 

generally be in line with its treatment for direct tax and accounting purposes. If a car is recorded on 

the tax balance sheet of a lessor, this is to be seen as a strong indication that the lease is to be qualified 

as a supply of service for VAT purposes. If a car is recorded as an asset on the tax balance sheet of a 

lessee, then the lease should be qualified as a supply of goods. Lease contracts qualify as a financial 

lease if the lease contract is concluded for a fixed time and if the lease payments made by the lessee in 

this fixed time cover at least the acquisition/manufacturing costs and related costs borne by the lessor. 

Otherwise, the lease qualifies as an operating lease. Typically, German leasing companies offer a 

financial lease with a leasing period of three or four years. 

4.4.1. Operating lease 

In the case of an operating lease, the depreciation is treated as an operating expense in the profit and 

loss account of the lessor. The lease payments under this type of contract are treated as income in the 

profit and loss account of the lessor. Operating lease contracts, others than the one mentioned above, 

may be treated differently depending on what the parties agreed, especially with regard to the sale of 

the car at the end of the lease period. 

4.4.2. Financial lease 

If the lease contract qualifies as a financial lease, the tax and accounting treatments depend on 

whether the lessee has an option to buy the car or an option to extend the lease period. Further, it has 

to be distinguished between full-payout and non-full-payout lease agreements. 

Depending on several conditions (minimum non-cancellable term, the useful life of the vehicle, the 

price of any lessee option to purchase the vehicle, etc.), the vehicle is treated as a fixed asset of the 

lessor or the lessee. In most of the cases, the vehicle has to be recorded as a fixed asset by the lessor 

with the consequences as described above. 

5. Company car 
5.1. VAT due on private use of company cars 

Input VAT for acquiring, running or renting motor vehicles used for the economic activities for at least 

10% can be fully deducted and the non-entrepreneurial use is subject to VAT, notwithstanding the fact 

whether the entrepreneur or the employee uses the car for private purposes. 

The VAT on the private use (by the employees or the taxable person) has to be calculated according to 

the cost of the private use. There are various mechanisms to calculate this cost for VAT purposes, 

although the German tax authorities allow using the “1% Regulation”. Businesses generally apply this 

method to calculate VAT on private use. 

Not applying this simplification, the value is calculated from the private mileage shown in the driver’s 

logbook in relation to the total annual mileage of the car multiplied by the total car-related costs 

booked as business expenses. 

The “1% Regulation” deems the value of the private use of a company car for one calendar month to be 

1% of the list price of the new car, including VAT. This amount has to be increased for the use of the 

car for commuting between home and office (0.03% of the list price of the car multiplied by the 

kilometer distance between home and office) and for trips to the family in case of a double household 

(0.002% of the list price of the car by the kilometer distance between place of employment and place of 

the household). Special calculation schemes apply for electric vehicles and plug-in hybrid vehicles 

according to the conditions outlined under 5.2 for income taxes but are not applicable for VAT 

purposes, i.e. for VAT purposes general rules do also apply for such vehicles. However, as one family 
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trip per week is permissible as deductible professional expenses for the assignee in his annual income 

tax return, for employment tax purposes only the exceeding number of family trips, has to be 

considered in the payroll. Regardless of this employment tax ruling, all family trips have to be 

communicated to the accounting for VAT purposes. 

Finally, due to an amendment of the income tax law, the “1% Regulation” is only applicable if the 

business use exceeds 50% of the total use. This restriction is applicable for fiscal years which start after 

December 31, 2005 (although respective legislation was enacted only in the course of the 2006 

calendar year). Private use by employees (company car) is always considered to be business use, as the 

private use is deemed to be a taxable supply from the employer to the employee. This amendment is 

also decisive for VAT. 

The German VAT treatment of the private use of company cars is currently questioned by the German 

jurisdiction and is subject to an ECJ case C-288/19. 

5.2. Company car – income taxes 

The private use of a company car by an employee is considered to be a benefit in kind for German 

income tax purposes. The managing directors of a company are usually deemed to be employees in this 

context. The value of the private use is subject to wage tax and to social security contributions as well. 

The value of the private use can be calculated based on a driver’s logbook of business and private 

journeys. The total costs of the use of the car will be divided according to the ratio between the 

business and private kilometres recorded in the driver’s logbook. Please note, that the German tax 

authorities have set up high requirements for the acceptance of a driver’s logbook, e.g. there is not the 

possibility to use a simple excel-sheet. Regardless of these requirements, it may in some cases be 

significantly more beneficial to use the logbook-method. For this reason, the tax implications of both 

methods should be examined in borderline cases. 

Alternatively, the monthly benefit in kind can be calculated based on the simplified method described 

above as 1% of the list price of the car. In this case, the amount based on the “1% Regulation” is 

considered to be the value of the private use of the company car per month and subject to wage tax and 

social security contributions. 

If the employee reimburses his employer an amount at least equal to the taxable amount of the benefit 

in kind, no benefit in kind will be withheld. 

The actual acquisition cost of an electric or plug-in hybrid vehicle can be reduced by certain lump-

sums for the inherent cost of a battery system when determining the total cost of the company for the 

benefit in kind. The same applies if the benefit in kind is determined by the “1% Regulation”. In this 

case the lump-sum for the battery-system can be deducted from the initial list price (if the battery-

system is included).  Effective January 1, 2019 the wage tax on the non-cash benefit from the private 

use of electric vehicles and externally rechargeable hybrid electric vehicles (qualified within the 

meaning of article 3 EmoG6) is more or less halved. The tax relief is granted if the vehicle is used more 

than 50% for the purpose of the company and has been provided by the employer to the employee 

(including the allowance for private use) for the first time after December 31, 2018 and before January 

1, 2031 (initial application period ending 2021 has been extended by legislation in 2019). From 2022 to 

2024, only electric cars and hybrids with a minimum range of 60 kilometers with pure electric drive or 

maximum CO2 emissions of 50 g/km will be favored. From 2025 to 2030, the required minimum 

range increases to 80 kilometers. For electric cars with a gross list price not exceeding 40,000 euros, 

employees only have to pay tax at 0.25 percent of the list price per year. The above tax relief cannot be 

combined with the deduction of the lump-sum for the battery-system.  

 
6 (Capacity covering at least 40 kilometers purely electrically or emitting a maximum of 50 grams of CO² per kilometer 

according to the new WLTP standard) 
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The Federal Ministry of Finance has made it clear that in this context the date when the car has been 

made available to an employee for the first time is relevant rather than the acquisition date (date when 

the car has been purchased or leased by the employer). The new tax relief does not apply to a company 

car that has already been provided to any employee of the company for private use before January 1, 

2019 (even if the car is let to another employee after that date). In this case the previous valuation 

rules for electric and plug-in hybrid vehicles (deduction for battery-system) apply.  

The new tax relief is granted by using only half (respectively 25%) of the actual acquisition cost and 

thus the annual depreciation cost (borne by the employer or included in the leasing fee) for calculating 

the taxable benefit if the employee has recorded the business and private trips in a logbook. Other cost 

included in the total cost to be allocated count without that reduction. Under the flat-rate method 

(“1%-Regulation”), the initial list price (calculation basis) is halved accordingly. 

Employees who can charge their electric / electro hybrid cars at a charging point station of their 

employer free of charge or at reduced prices - are not taxed if the benefit is provided in addition to the 

owed salary. The same applies if the employer provides charging equipment to the employee for 

private use. In this case the tax exemption only applies to the benefit derived from private use, but not 

from transfer of ownership. The electric power drawn from this equipment at the employee’s home is 

also not favored. This program will be applicable until 2030. For detailed information on the 

prerequisites, please refer to article 6 section 1 No. 4, EStG (income tax code), article 3 section 46, 

EStG (income tax code) and Bundesministerium für Finanzen (BMF), 21.09.2017 - IV C 5 S 

2334/11/10004-02 (tax authority decree) 

6. Income taxes – driver’s personal taxation 
6.1. Commuter traffic 

Expenses stemming from commuting between home and the office are considered income related 

expenses of the employee. The employee can deduct a lump sum of 0.30 EUR per full kilometer of the 

distance between his home and workplace from his taxable income, regardless whether the employee 

has used a company car, private car or public transportation. Generally, commuting expenses can be 

deducted up to 4,500 EUR per annum, expenses exceeding the limit are deductible if the expenses are 

incurred by the employee using his own vehicle or a vehicle that has been made available to him for 

commuting and / or for his private use. 

6.2. Business kilometres 

If an employee uses his private car for business trips other than commuting between home and the 

office, he can deduct the expenses which are not reimbursed to him by his employer as business 

expenses in his personal income tax statement. Instead of deducting the actually incurred expenses, 

the employee can deduct a lump sum in accordance with the German Travel Expenses Act 

("Bundesreisekostengesetz"), i.e., 0.30 EUR per kilometre. Exemptions to this rule apply, if the 

employee does not regularly commute to a specific office, but operates in a wide-ranging area. An 

employer can reimburse an employee for using his own car at business journeys up to a maximum of 

0.30 EUR per kilometre, without the reimbursement being subject to wage tax or social security 

contributions. However, if an employee is reimbursed by his employer for business journeys, he is only 

entitled to deduct the excess motoring cost as business expense in his personal income tax return. 

6.3. Recharging of batteries at workplace 

As of from January 1, 2017 employers can grant a tax exempt non-cash benefit to their employees with 

private electric or hybrid cars and privately used (electric/hybrid) company cars (if the employee is 

charged for this benefit per kilometer) by allowing them to use charging facilities and infrastructure at 

the workplace for the recharging of the vehicles’ batteries free of charge or at a reduced rate. The tax 

exemption does only apply if the benefit is granted in addition to the agreed salary and is not deducted 

from the due salary.  

Employer’s subsidies (in cash or in kind) to employees for the purchase of charging devices are not tax 

exempt. The benefit can, however, be taxed for payroll purposes at a flat-rate of 25%.  
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The tax exemption as well as the application of the flat tax rate are limited to 2030. 

7. Future developments 
The car toll system will not be introduced. In its ruling of June 18, 2019 (cf. ECJ, EuZW 2019, 688), 

the European Court of Justice stated that the planned levy would lead to indirect discrimination based 

on the driver's nationality and would also violate the freedom of movement of goods and the freedom 

to provide services within the EU.  

From 2021, the EU Commission is obliged to monitor the real fuel consumption of passenger cars and 

light commercial vehicles: "Fuel Consumption Monitoring" (FCM). 

Car manufacturers will have to record the actual consumption data of each individual vehicle and 

transmit it to the Commission. From January 1, 2020 all passenger cars and light commercial vehicles 

with new type approvals must therefore be equipped with an "on-board fuel consumption meter" 

(OBFCM). 

From January 1, 2021, all vehicles registered for the first time must then be fitted with an OBFCM. 

8. Legal background 
• Car tax legislation (Kraftfahrzeugsteuergesetz, or KraftStG) 

• Direct tax legislation (Einkommensteuergesetz, or EStG) 

• VAT legislation (Umsatzsteuergesetz, or UStG) 

• Car registration legislation (Fahrzeug-Zulassungsverordnung, or FZV/Straßenverkehrs-

Zulassungs-Ordnung, or StVZO) 

• Bundesfernstraßenmautgesetz - BFStrMG 
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Greece 

1. Car registration 
1.1. When does a car need to be registered? 

Both new and second-hand cars have to be registered before they are put into circulation in Greece. 

Greek residents who purchase cars with foreign number plates must also register the cars (and obtain 

Greek plates) in order to be able to circulate them in Greece. 

1.2. Who can register a car? 

The owner of the car (irrespective of whether a Greek citizen or a Greek legal entity) is responsible for 

the registration of the car. The registration is made with the competent department of the prefecture, 

in the district of which the owner is resident of or established. The above also applies for leasing 

companies. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

A foreign owner – private individual – can register his car in Greece as long as he has either a 

permanent residence or usual abode in Greece. Foreign legal entities without any formal presence in 

Greece are not allowed to register company cars in Greece. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

EU citizens are allowed to bring their EU number plated cars into Greece and temporarily import them 

for a period of up to six (6) months (continuously or in aggregate in a 12-month period starting from 

the date of entrance) without having any tax or registration obligation. 

Following the lapse of the above period, the owner should drive the car outside Greece and not re-

enter it into the country for a period of at least six (6) months in order for the owner to be able to 

circulate it in Greece again in the future. In case the car is not driven out of Greece within the six-

month period from the date of entrance, the owner of the car may request the competent authorities to 

immobilize it for a period of at least six months but not more than two (2) years. 

The re-circulation of an immobilized car presupposes that the owner is able to prove that he had his 

usual abode outside of Greece for at least 185 days in the previous 12-month period. 

1.5. Registration fee 

Upon the time of the car registration and in order for the circulation license to be issued, the owner of 

the car must pay a registration fee. This fee must also be paid in the case of a replacement or renewal 

of the car registration. 

The registration fee for private cars amounts to 75 EUR 

2. Car taxation 
2.1. What are the different car taxes? 

The following car taxes are imposed in Greece regarding the registration and use of cars: 

• Registration tax (classification duties) 

• Annual circulation tax 

• Car transfer tax 

• Tax on luxurious living  
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2.2. Registration tax (Classification duties) 
2.2.1. Taxable event and period 

All private passenger vehicles are subject to classification duties (registration tax) before their initial 

circulation. The tax is paid only once, upon registration of the car. 

2.2.2. Taxable person 

The person liable for the payment of the classification duties is the owner of the car. 

2.2.3. Tax due 

Classification duties are assessed on the taxable value of the vehicle as follows by virtue of articles 121, 

126 and 127 of L.2960/2001 (Greek Customs Code): 

Classification duties = Taxable value x Classification rate (%) 

For new cars, the taxable value is determined by the before taxes retail sales price of the car per model, 

type and classification, including the value of any optional (extra) equipment.  

For used cars, the ex-factory value, is assessed according to the value of similar new cars of the same 

model, type, classification and with the same equipment, as set at the time of the car’s first circulation, 

reduced by a rate that takes into account the age of the car (i.e., years of circulation from the car’s 

registration) and the category of the car (i.e. sedan, station wagon etc.). 

The taxable value determined after the above reduction shall be further reduced by an amount of 

0.10% for each 500 kilometres exceeding the annual average which is defined as 15,000 kilometres. 

The reduction based on the mileage cannot be higher than 10% of the value that is determined after the 

above reduction. The reduction rate, as determined from all of the above calculations, cannot be higher 

than 95%. These rules came into effect as of June 1, 2016. 

The classification rate is determined on the basis of the car’s taxable value and its anti-polluting 

technology (i.e. pursuant to the environmental requirements determined by European standards for 

pollutant emissions) as follows (from June 1, 2016 onwards): 

 

  

Taxable value (€) Up to 14,000

14,001-

17,000

17,001-

20,000

20,001-

25,000

Above 

25,000

Nominal rates 4% 8% 16% 24% 32%

CO2 emission 

(gr/km)

Up to 100 

(decreased by 5%) 3,8% 7,6% 15,2% 22,8% 30,4%

101-120             

  (no change) 4% 8% 16% 24% 32%

121-140 

(increased by 10%) 4,4% 8,8% 17,6% 26,4% 35,2%

141-160 

(increased by 20%) 4,8% 9,6% 19,2% 28,8% 38,4%

161-180 

(increased by 30%) 5,2% 10,4% 20,8% 31,2% 41,6%

181-200 

(increased by 40%) 5,6% 11,2% 22,4% 33,6% 44,8%

201-250 

(increased by 60%) 6,4% 12,8% 25,6% 38,4% 51,2%

Above 250 

(increased by 100%) 8% 16% 32% 48% 64%
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However, for cars which: 

a) Meet the specifications of the European standard for pollutant emissions, immediately 

preceding this which was in force at the time of the classification (Category 1) 

b) Do not meet the specifications of either the European standard for pollutant emissions which 

was in force at the time of the classification or the preceding one and are not cars of 

conventional technology (Category 2) 

c) Do not meet the specifications of any European standard for pollutant emissions, they are not 

cars of conventional technology and their CO2 emissions cannot be proved (Category 3) 

the classification rate is determined as follows: 

 

We note that the classification rates for cars falling under the 1st Category that have been transported 

into the Greek territory by 31 December, 2018 and for which all the import documentation has been 

submitted by that date, are not increased by 50% on the condition that all the relevant tax obligations 

are met and paid by 30 April, 2019. 

Furthermore, the classification rates for cars falling under the 2nd Category transported into the Greek 

territory by 31 December,2018and for which all the import documentation has been submitted by that 

date, are not increased by 200% but by 50 % as mentioned on the table above, on the condition that all 

the relevant tax obligations are met and paid by 30 April,2019. 

The above new provisions are not applied for cars for which the registration tax (classification duty) 

was assessed as from 1 September, 2018 and up to 19 December, 2018 (the effective date of the legal 

provisions)Respectively, we note that the classification rates for cars falling under the 1st Category that 

have been transported into the Greek territory by 31 August, 2019 and for which all the import 

documentation has been submitted by that date, are not increased by 50% on the condition that all the 

relevant tax obligations are met and paid by 31 December, 2019. 

Furthermore, the classification rates for cars falling under the 2nd Category transported into the Greek 

territory by 29 February,2020 and for which all the import documentation has been submitted by that 

date, are not increased by 200% but by 50 % as mentioned on the table above, on the condition that all 

the relevant tax obligations are met and paid by 16 March,2020. 

Regarding used cars, for the scope of determining the classification rate, the taxable value is not 

subject to the aforementioned reductions due to the age and category of the car (i.e. sedan, station 

wagon etc.).  

Hybrid-technology passenger cars in accordance with Directive 2007/46 and hybrid electric cars in 

accordance with Reg. 692/2008, are exempt from the 50% of the classification duty. Purely electric 

cars, as determined by Reg. 692/2008 are totally exempt from the classification duty. 

  

Taxable value (€) Up to 14,000

14,001-

17,000

17,001-

20,000

20,001-

25,000

Above 

25,000

Nominal rates 4% 8% 16% 24% 32%

Category

1 

(increased by 50%) 6% 12% 24% 36% 48%

2 

(increased by 200%) 12% 24% 48% 72% 96%

3 

(increased by 500%) 24% 48% 96% 144% 192%
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In case that the owner of a used private car of EU origin, which has registered for the first time before 

June 1, 2016, considers that the classification duty calculated as per above, exceeds the remaining 

amount of the classification duty that is incorporated in a similar used car, of the same model and type, 

is entitled to request the calculation of the historical classification duty by a Special Committee 

established for this purpose (article 121, par. 7 of L. 2960/2001).  

Moreover, in order to calculate the classification rate, the competent Customs Authority determines 

the CO2 emissions and the pollutant emissions as per the European standard (Euro), based on the type 

of approval or the announcement of it and on the corresponding certificate of conformity of the car. In 

case the elements of the certificate of conformity of the car and of the type of approval or of the 

announcement of it are not in line, the determination of the appropriate classification rate will be 

conducted based on the CO2 emissions and the pollutant emissions as per the European standard that 

are met by the car in the construction stage and reported on the certificate of conformity. More 

specifically, the values as per the New European Driving Cycle (NEDC) apply for the CO2 mass 

emissions until 31 December, 2020, whereas as from 1 January, 2021 and onwards, the values as per 

World Light Duty Test Procedure (WLDTP) apply. Regarding used cars, the submission of the original 

registration license obtained in the foreign country is also required. 

In special cases where the cars do not have the above mentioned supporting documents, the Minister 

of Economy and Finance, of Environment, οf Physical Planning and Public Works and of Transport 

and Networks jointly decide on the procedures and on the supporting documents that must be 

submitted to the competent Customs Authority for the characterization of the car as of anti-polluting 

technology and for the determination of the specifications of the directive of anti-polluting technology 

that the car meets by construction (article 121, par. 8 of L. 2960/2001). 

By virtue of article 121a’ of L. 2960/2001, the classification duty of private cars which are set at the 

disposal of private individuals dwelling in Greece under a leasing contact, is calculated taking into 

consideration the time period of use of the cars in Greece.  

2.3. Annual circulation tax 
2.3.1. Taxable event and period 

Tax is applicable upon registration of the car and it is due annually. 

2.3.2. Taxable person 

The owner of the car is responsible for the payment of the circulation tax. 

2.3.3. Tax due 

Effective as of 2010, the annual circulation tax is re-defined on the basis of the engine capacity for old 

cars and CO2 emissions for new cars. The new applicable annual circulation tax rates are determined 

as follows: 

By virtue of article 20 of L.2948/2001 as amended by L. 3986/2011 and currently in effect with 

applicable Law 4410/2016, the following shall apply: 

With regard to private cars that have been registered for the first time in Greece up to 2000, the 

annual circulation tax will be determined solely based on the engine capacity (cubic centimeters) as 

follows: 

Class Engine capacity (cc)  Annual circulation tax (EUR) 

A Up to 300 22 

B 301–785 55 

C 786–1,071 120 

D 1,072–1,357 135 

E 1,358–1,548 225 
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F 1,549–1,738 250 

G 1,739–1,928 280 

H 1,929–2,357 615 

I 2,358–3,000 820 

J 3,001–4,000 1,025 

K Above 4,001 1,230 

5 The tables apply only to private – use passenger cars, motorcycles and tricycles. Lorries, busses, public – use vehicles (eg, 

taxis), tractors and motorcycles are subject to annual circulation duties at different rates. 

With regard to private cars that have been registered for the first time between 2001-2005, the annual 

circulation tax will be determined solely based on the engine capacity (cubic centimeters) as follows: 

Class Engine capacity (cc)  Annual circulation tax (EUR) 

A Up to 300 22 

B 301–785 55 

C 786–1,071 120 

D 1,072–1,357 135 

E 1,358–1,548 240 

F 1,549–1,738 265 

G 1,739–1,928 300 

H 1,929–2,357 630 

I 2,358–3,000 840 

J 3,001–4,000 1,050 

K Above 4,001 1,260 

 

With regard to private cars that have been registered for the first time in Greece after 2006 onwards, 

the annual circulation tax will be determined solely based on the engine capacity (cubic centimeters) as 

follows: 

Class Engine capacity (cc)  Annual circulation tax (EUR) 

A Up to 300 22 

B 301–785 55 

C 786–1,071 120 

D 1,072–1,357 135 

E 1,358–1,548 255 

F 1,549–1,738 280 

G 1,739–1,928 320 

H 1,929–2,357 690 

I 2,358–3,000 920 

J 3,001–4,000 1,150 

K Above 4,001 1,380 
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With regard to private cars which are for the first time registered in Greece as of November 1, 2010, the 

annual circulation tax will be determined exclusively based on the amount of the CO2 emissions of the 

car (grams per kilometre), as such will be shown on the car registration, as follows: 

CO2 emissions scale Annual circulation tax (EUR) (per gram) 

0-90 0 

91–100 0,90 

101–120 0,98 

121–140 1,20 

141–160 1,85 

161–180 2,45 

181–200 2,78 

201 - 250 3,05 

Above 251 3,72 

With regards to hybrid cars which have been registered first time in Greece up to 31.10.2010, of engine 

capacity (cubic centimetres) of up to 1.549 cc no circulation tax is due. 

For hybrid cars of engine capacity of 1.549 cc and above, an amount of tax equal to 60% of that 

corresponding to conventional cars will be due. For the above cars, regardless of their engine capacity, 

that have been registered first time in Greece from 1.11.2010 onwards, an amount based on their CO2 

emission will be due, depending on their use (private or public). For electric and hydrogen cars no tax 

is due. 

2.4. Car transfer tax 
2.4.1. Taxable event 

A car transfer tax is imposed on the transfer of a car’s ownership. 

2.4.2. Taxable person 

The person liable for the payment of the car transfer tax is the new owner of  

the car. 

2.4.3. Tax due 

The amount of the tax depends on the engine capacity of the car and is determined as follows: 

Category Engine capacity (cc)  Transfer tax (EUR) 

A Up to 400 30 

B 401–800 45 

C 801–1,300 60 

D 1,301–1,600 90 

E 1,601–1,900 120 

F 1,901–2,500 145 

G Above 2,501 205 
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2.5. Tax on luxurious living 

Following the enactment of L.4111/2013 published in the Government Gazette on January 25, 2013, a 

new tax on luxurious living has been imposed by virtue of article 44 paragraph 1 of above mentioned 

law. 

In particular, with regards to passenger cars the taxable basis for imposing the relevant liability will be 

the deemed annual expenditure of the liable car owner. More specifically: 

• With regard to passenger cars with an engine capacity between 1.929cc and 2.500cc, a tax of 5% 

on the annual deemed expenditure related to the car is imposed. 

• With regard to passenger cars with engine capacity which exceeds 2.500cc, a tax of 13% on the 

annual deemed expenditure related to the car is imposed. 

Engine capacity (cc) Notional income (EUR) 

Up to 1,200 4,000 

1,200–2,000 Addition of 600 per 100cc 

2,000–3,000 Addition of 900 per 100cc 

> 3,000 Addition of 1,200 per 100cc 

It should be noted that the above-mentioned notional income is reduced depending on the car’s age as 

follows: 

Years of circulation % reduction 

5–10 30% 

> 10 50% 

A relevant exemption from such tax is provided for by the new provisions, as concerns passenger cars, 

in case more than 10 years from the year of their first circulation in Greece have elapsed. The same 

exemption also applies in case of passenger cars of disabled people. 

The tax on luxurious living will be applied to income generated within fiscal year 2013 and declared 

with income tax returns filed within financial year 2014 onwards. 

3. Income taxes - taxable persons 
Pursuant to the provisions of L 4172/2014 and effectively as of January 1, 2014 and onwards, general 

rule on the deductibility of all real and evidenced business expenses applies. 

In particular, business expenses for company cars granted to employees are not included in the list of 

disallowed expenses. On the contrary, percentage ranging from 4%-22% for calendar years ending on 

December 31, 2019, whereas for the subsequent years the rates adjusted between 4% and 37% of the 

retail price of the company cars (either they are owned by the employers or are leased and provided 

with the employees) is treated as taxable income on the level of the beneficial (i.e real users) of the 

cars. 

4. VAT 
4.1. General 

The standard VAT rate in Greece is 24%. 
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4.2. Deduction 
4.2.1. New cars 

Any input VAT paid on the purchase, importation or intra-Community acquisition of private passenger 

cars with up to nine (9) seats is not recoverable. Similarly, any input VAT on the costs related to the 

car, such as fuel, maintenance, repair and leasing payments, is not recoverable. 

However, VAT is recoverable on the condition that the car is for the purpose of resale, leasing or the 

transportation of people for a fee. 

4.2.2. Used cars 

Depending on the circumstances of each case at hand, VAT may be imposed on the acquisition of used 

cars. 

A car is characterized as used if it meets both of the following conditions: 

• A time period of more than six (6) months has lapsed from the date of its registration (i.e., first 

circulation). 

• The car has covered a distance of more than 6,000km. 

Businesses involved in the trade of second-hand cars are eligible to operate under the special 

arrangement for taxable dealers and therefore liable to charge VAT on their margin when selling the 

cars. 

Car insurance is VAT-exempt. 

It is noted that there are also certain amendments in relation to the applicable conditions and 

procedures for the declaration of arrival of Community cars (Declaration of Arrival of Vehicle) into 

Greece for purposes of the registration tax (classification duty). 

5. Company car 
5.1. VAT due on private use of company cars 

The private use of a company car (among other company assets) is treated as a deemed supply on the 

condition that input VAT was deducted on the original supply.  

However, since in most cases input VAT cannot be claimed on the acquisition of cars, the private use 

does not create a taxable supply. 

5.2. Company car – income taxes 

The new Income Tax Code explicitly provides that the company car benefit is considered as 

employment income, as a benefit in kind, subject to individual income tax. 

The taxable value of this benefit in kind is calculated at a percentage ranging between 4%-22% for the 

calendar years ening on Decemebr 31, 2019 whereas for the subsequent years, the rates are 4%-37%, of 

the retail price before taxes of the cars.  

The above taxable value is further reduced at the rates of 10%, or 25% or 50% depending on the age of 

the car (for age up to 2 years no reduction is provided, whereas for age 3-5 years it is 10%, for 6-9 years 

it is 25% and for above 10 years it is reaches 50%). 

Notwithstanding the above, car expenses related to travel/transportation for business purposes are 

exempted from the calculation of the salaried employment, subject to the condition that they are used 

solely for business purposes by the employee within the frame of his professional duties. 

The above apply as of January 1, 2016, whereas for the previous years, i.e. since the date the New 

Greek ITC has come into force (January 1st, 2014) different provisions applied. In particular for the 

years 2014 and 2015, the taxable value was calculated at the percentage of 30% of the cost of the 

vehicle, recorded as expense in the Company’s accounting books, in the form of depreciation including 

circulation tax, repairs and maintenance costs, as well as the relevant financing cost corresponding 
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either to the vehicle acquisition or leasing cost. In the event where the cost is zero, the taxable benefit 

is calculated at a percentage of 30% of the average expense or depreciation of the last 3 years. 

But, as regards employment income withholdings deriving from benefits in kind, application did not 

commence yet. 

6. Income taxes – drivers’ personal taxation 
The Greek government uses a system of “deemed income” whereby an individual’s ownership of 

certain assets, such as boats, cars, secondary residence, etc., indicates a certain level of income and 

personal living status. In particular, as of January 1, 2014, an individual is subject to an alternative 

minimum taxation, when his imputed income exceeds its total one. In that case, the difference 

between the imputed and the real income is added on his taxable income, and is taxed under specific 

conditions set in the ITC. 

For the calculation of the deemed income from private cars, the criteria that are taken into account are 

(a) the engine capacity (cubic centimetres) of the car and (b) the year of its first circulation in Greece: 

Engine capacity (cc) Notional income (EUR) 

Up to 1,200 4,000 

1,200–2,000 Addition of 600 per 100cc 

2,000–3,000 Addition of 900 per 100cc 

> 3,000 Addition of 1,200 per 100cc 

 

It should be noted that the above-mentioned notional income is reduced depending on the car’s age as 

follows: 

Years of circulation % reduction 

5–10 30% 

> 10 50% 

 

The rules concerning the determination of the deemed income do not apply to private cars that have a 

certificate of authenticity issued by the competent national or foreign institution and to private cars 

specifically modulated/ transformed for mobility handicapped persons with at least 67% disability. 

7. Electric vehicles 
As mentioned above (see section 2.2.3), electric cars are exempt from classification duty. 

8. Legal background 
• Law 2960/2001,Customs Code, art.121-126 (Classification Tax)  

• Law 2948/2001, art. 20 and Law 3986/2011, art. 35 (Annual Circulation Tax) as amended by 

Law 4410/2016  

• Law 4172/2013 (Income Tax Code) 

• Law 2859/2000 (VAT Code) 

• Law 4308/2014 (Greek GAAP) 

• Law 2873/2000 (Car transfer tax) 

• Law 4111/2013 (Special tax on luxurious living). 
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Hungary 

1. Car registration 
1.1. When does a car need to be registered? 

Registration is compulsory if a car is to be used in Hungary. As soon as a new or second-hand vehicle is 

put into use on Hungarian public roads, the vehicle should be registered. 

According to Hungarian legislation, the process of registering the vehicle must begin within 60 days of 

the vehicle’s arrival in Hungary or of the date when the domestic owner takes possession of the vehicle. 

1.2. Who can register a car? 

Registration can be done by a natural person, or in the name of a legal person or incorporated 

organisation. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, a foreign person who is resident in Hungary can register a vehicle. 

A foreign owner who is not resident in Hungary can only register a vehicle with the assistance of a 

fiscal representative, or of the operator who is resident in Hungary. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

As the general rule, a vehicle can be used only with a Hungarian licence and number plate if 

a) its operator is a domestic person/entity or 

b) its driver has a residence in Hungary. 

A vehicle with a foreign number plate can be used in exceptional cases. 

The exceptions from Point a) are: 

• if the operator is not a natural person who performs its regular activity abroad where its site 

(branch) is registered; or 

• if the owner of the vehicle has already initiated the registration of the vehicle in Hungary. 

Point b) does not have to be applied: 

• if the driver’s usual place of residence is not in Hungary; or 

• if the vehicle is used in Hungary for a period not exceeding 60 days within any 6 months’ period, 

and the driver has a declaration from the owner of the vehicle stating the start and end date of 

the rental period; or  

• if the driver received the vehicle from its foreign operator for regular work in Hungary; or 

• if the vehicle is owned by a car-fleet vehicle operator (as defined by the Act on Registration Tax) 

and the registration tax has been paid on the vehicle. 

The restrictions do not have to be applied in case of certain Hungarian governmental employees, 

employees of the institutes of the EU and their immediate family members. 

The above exceptions have to be proven by the operator or the driver at the time of an inspection. 
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A vehicle which is registered in a third country outside the EU and is under a temporary importation 

procedure in Hungary may be used for six months or for a period set by the customs authorities in 

their decision on temporary importation. When this six-month period expires, the vehicle has to be 

registered in Hungary and then the foreign number plate is replaced with a Hungarian one. 

2. Car taxation 
2.1. What are the different car taxes? 

Relating to the acquisition and the registration of a vehicle, and its use on public roads in Hungary, the 

following car taxes become due: 

• Registration tax 

• Motor vehicle tax 

• Environmental protection product fee 

• Stamp duty 

• Tax on company cars 

2.2. Registration tax 
2.2.1. Taxable event 

Registration tax is due at the latest on the date when the vehicle is put into circulation. Furthermore, 

registration tax has to be paid if the passenger vehicle is leased by a car-fleet operator to a domestic 

resident person.  

If an imported vehicle is registered at the importation, the tax is due on the date when the customs 

authority issues the customs resolution allowing the release of the vehicle into free circulation. 

When a vehicle is registered as a direct consequence of an intra-Community acquisition, the tax is due 

when the VAT on the intra- Community acquisition becomes due. 

In the case of the conversion of a vehicle, the tax becomes due when the conversion is done, but not 

later than the day it is registered in the vehicle licence. 

The paper-based certification of registration tax ceased from January 1, 2014. The payment of 

registration tax is verified in electronic way by the customs authority. 

The registration tax does not have to be paid in respect of certain vehicles of diplomatic and consular 

missions operating in Hungary. 

2.2.2. Taxable person 

Registration tax is payable by 

• the natural or legal person or unincorporated organization under whose name the application 

for the registration of the vehicle is filed; 

• the importer if the vehicle is registered as a direct consequence of the importation; 

• the person liable for the payment of VAT on an intra-Community acquisition if the vehicle is 

registered as a direct consequence of the intra-Community acquisition; 

• the owner of the vehicle in the case of the conversion of a vehicle; 

• the co-owners according to their respective percentage of ownership in the case of joint 

ownership; 

• the fiscal representative or the operator of the taxable person if the registered office or fixed 

establishment, or permanent or habitual residence of the taxable person is in a third country 

outside the EU. 
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2.2.3. Tax due 

2.2.3.1. Automobiles 

The rates are based on environment protection classes (regulation: 6/1990. (IV.12.) KÖHÉM No 5. 

enclosure II. dot) in accordance with EU emission standards. 

The rates (in HUF) in 2020 are as follows: 

Amount of tax (based on the environmental classification of the automobile; HUF per car) 

Tax  Technical 
specifications of 
category cars, 
mobile homes 

better than 
11 

9–11 5–8 4 worse than 
4 

1 Gasoline-powered 
Otto engine cars up 
to 1,100cc or diesel 
cars up to 1,300cc 

45,000 180,000 270,000 360,000 540,000 

2 Gasoline-powered 
Otto engine cars 
between 1,101cc–
1,400cc or diesel 
cars between 
1,301cc– 

1,500cc 

65,000 260,000 390,000 520,000 780,000 

3 Gasoline-powered 
Otto engine cars 
between 1,401cc–
1,600cc or diesel 
cars between 
1,501cc– 1,700cc 

85,000 340,000 510,000 680,000 1,020,000 

4 Gasoline-powered 
Otto engine cars 
between 1,601cc–
1,800cc or diesel 
cars between 
1,701cc–2,000cc 

135,000 540,000 810,000 1,080,000 1,620,000 

5 Gasoline-powered 
Otto engine cars 
between 1,801cc–
2,000cc or diesel 
cars between 
2,001cc– 2,500cc 

185,000 740,000 1,110,000 1,480,000 2,220,000 

6 Gasoline-powered 
Otto engine cars 
between 2,001cc–
2,500cc or diesel 
cars between 
2,501cc–3,000cc 

265,000 1,060,000 1,590,000 2,120,000 3,180,000 

7 Gasoline-powered 
Otto engine cars 
above 2,500cc or 
diesel cars above 
3,000cc 

400,000 1,600,000 2,400,000 3,200,000 4,800,000 

8 The registration tax rate for environmentally friendly vehicles (as defined by regulation 6/1990 
KÖHÉM, i.e. purely electrical vehicles, plug-in hybrid electrical vehicles, increased range plug-in 
hybrid electrical vehicles and zero emission vehicles) is HUF 0. 

9 The registration tax rate for hybrid cars (as defined by regulation 6/1990 KÖHÉM) and for cars 
that cannot be classified under points 1-8 above is HUF 76,000. 
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The environmental classification of a car depends on the type of the engine. Below is a short, not fully 

detailed summary of the classifications (translated from the related regulation of the ministry). 

Environmental classification Characteristics of the engine 

0 Without catalytic converter, Otto engine, certain diesel 
engines 

1 With catalytic converter, Otto engine 

2 With catalytic converter, Otto engine (except EURO II) 

3 EURO I diesel engine 

4 EURO II Otto engine, diesel engine 

5 Pure gas or electric, hybrid 

6-8 EURO III 

9-11 EURO IV 

12 EURO V 

13 Diesel engine with OBD system (EEV) 

14 EURO 5 

15 EURO 6 

16 EURO VI 

 

In the case of the conversion of cars, registration tax must be calculated as the difference of the tax 

before the conversion and the tax after the conversation. 

Hearses, ambulance vehicles and classic passenger cars (oldtimers) are not subject to the registration 

tax. 

These tax rates only apply to new cars. For used cars, the applicable tax rates are reduced in 

accordance with the age of the vehicles. 

The tax amount for used cars is reduced taking account of their depreciation. The table below contains 

the reduction factors. Each month started is considered a full month in the calculation. 

Time elapsed from the first registration date until the taxation 
process starts (in months) 

Reduction of tax idem 

until 2 0.06 

3–4 0.10 

5–6 0.14 

7–12 0.20 

13–24 0.31 

25–36 0.41 

37–48 0.49 

49–60 0.56 

61–72 0.62 

73–84 0.68 

85–96 0.72 

97–108 0.76 
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109–120 0.79 

121–132 0.82 

133–144 0.85 

145–156 0.87 

157–168 0.89 

over 169 0.90 

 

The calculation of registration tax for used cars: 

F = A × (1 − K − k × t ÷ T) 

F = Tax payable 

A = Tax rate (see table with registration tax rates) 

K = Tax reduction based on second column penultimate period factor  

k = Tax  reduction rate based on second column actual line minus “K” 

T = Number of months including the one of the tax procedure based on first  column 

t =  Number of months from first circulation minus “K” tax reduction factor first  column month 

number 

Example of registration tax calculation 

Gasoline engine, 1,598cm3 car, Euro IV-type engine car, 55 months old. 

• “A” value: 340,000 HUF 

• “K” value is 0.49 (value of 37–48 month) 

• “k” value is 0.07 (0.56 − 0.49) 

• “T” value is 12 (number of month from 49 to 60) 

• “t” value is 7 (55-48)  

The equation is therefore: 

F = A × (1 − K − k × t ÷ T) 

F = 340,000 × (1 − 0.49 − 0.07 × 7 ÷ 12)  

F = 340,000 × (1 − 0.49 − 0.041) 

F = 340,000 × 0.469 

F = 159,460 HUF registration tax to be paid for a 55-month old, gasoline EURO IV, 1,598cm3 engine-

size car at the time of first registration in Hungary. 

The tax value of the passenger vehicle leased by a car-fleet operator is reduced taking into account the 

length of the lease contract. The table below contains the percentage of the tax value. 

Number of calendar months from the date of putting the passenger car into service 
in Hungary to the end date of the lease term 

Payable tax 
(%) 

until 2 4 

3–6 8 

7–12 16 

13–18 24 
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Number of calendar months from the date of putting the passenger car into service 
in Hungary to the end date of the lease term 

Payable tax 
(%) 

19–24 32 

25–30 40 

31–36 48 

37–42 56 

43–48 64 

49–54 72 

55–60 80 

61–90 87 

91–120 94 

over 121 100 

 
2.2.3.2. Motorcycles 

Category Technical specifications Amount of registration tax 

1 Up to 80cc 15,000 HUF 

2 Between 81cc–125cc 50,000 HUF 

3 Between 126cc–500cc 85,000 HUF 

4 Between 501cc–900cc 180,000 HUF 

5 Above 901cc 230,000 HUF 

6 Electric and hybrid motorcycles 0 HUF 

 

2.3. Motor vehicle tax 
2.3.1. Taxable event 

Motor vehicle tax is payable on 

• vehicles with Hungarian registration and number plates, and 

• trucks used in Hungary and registered in a non-EU country. 

2.3.2. Taxable person 

Motor vehicle tax is payable by the operator of the vehicle (or in the absence of an operator, by the 

owner) registered in the vehicle licence on January 1 of the year concerned. 

In the case of vehicles which are registered newly during a year, motor vehicle tax is levied on the 

owner registered in the vehicle licence on the last of day of the month of the registration. 

Tax on foreign-registered vehicles is payable in the form of duty stamps to be affixed to the vehicle’s 

transportation licence when the vehicle enters Hungary. 

2.3.3. Tax due 

2.3.3.1. Vehicles registered in Hungary 

The motor vehicle tax is based on the kilowatt capacity of the engine and the age of the vehicle. 
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The rates are as follows: 

Rates  

Passenger car less than 4 years old 345 HUF per kW 

Passenger car 4–7 years old 300 HUF per kW 

Passenger car 8–11 years old 230 HUF per kW 

Passenger car 12–15 years old 185 HUF per kW 

Passenger car more than 16 years old 140 HUF per kW 

Bus and coach, truck with air suspension  850 HUF per 100kg 

Other non-passenger vehicle or semi-trailer 1,380 HUF per 100kg 

Passenger car with E-registration plate 10,000 HUF 

Trucks with E-registration plate 46,000 HUF 

Vehicles with P-registration plate 23,000 HUF 

 

Preferential reduction  

Bus and coach, truck with EURO III engine 20% 

Road tractor of semi-trailer with EURO III engine 30% 

Bus and coach, truck with EURO IV, EURO  
V engine 

30% 

Road tractor of semi-trailer with EURO IV, EURO V engine 50% 

 

There is no motor vehicle tax for environmentally friendly vehicles (as defined by regulation 6/1990 

KÖHÉM, i.e. purely electrical vehicles, plug-in hybrid electrical vehicles, increased range plug-in 

hybrid electrical vehicles and zero emission vehicles). 

Concerning any issue with motor vehicle tax related matters, the local tax authority is the competent 

authority.  

2.3.3.2. Foreign trucks 

In the case of foreign trucks, the tax is fixed and based on weight. For trucks with a transport licence 

for loco transportation and that weigh less than 12t, the tax is 10,000 HUF for each direction. For 

trucks having a transport licence for loco transportation with a weight of more than 12t, the amount of 

tax is 30,000 HUF for each direction. 

For trucks with a transport licence for transit operations and that weigh less than 12t, the tax is 20,000 

HUF for each direction. For trucks with a transport licence for transit operations and that weigh more 

than 12t, the tax is 60,000 HUF for each direction. 

10 days before the first transport, the tax payer or his representative should register to the Tax 

Authority. The taxpayer should pay his tax liability two work days before the entry via bank transfer to 

the specific bank account of the Tax Authority.  

2.4. Environmental protection product fee 

Although motor vehicles are not subject to the product fee themselves, the following parts of a motor 

vehicle that is first sold or used for one’s own purposes in Hungary are subject to the product fee: 

• Tires 

• Other crude oil products 

• Batteries 
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• Packaging materials 

• Electrical and electronic products 

(Paper-based advertisement materials, other plastic products, other chemical products and printing or 

copy paper for office use are also subject to the product fee.) 

2.4.1. Taxable event 

The fee arises 

• in the case of motor vehicles purchased abroad, on the date of the first domestic sale or when 

use for one’s own purposes is accounted for as a cost; 

• in the case of a domestically manufactured motor vehicle, on the date of sale or when use for 

one’s own purposes is accounted for as a cost (on parts for which the product fee has not been 

paid). 

2.4.2. Taxable person 

The product fee is payable by the first distributor (seller) or user for own purposes in the case of cars 

(on parts for which the product fee has not been paid; generally, the producers, “importers” or first 

domestic buyers of the above parts are liable to pay the product fee). 

In the case of other crude oils manufactured in Hungary, the first buyer of the first domestic 

distributor or the first user for own purposes is subject to the product fee. 

2.4.3. Tax due 

As the main rule, the basis of the product fee is the volume (kg) of the product subject of the product fee.  

Parts Fee rate in HUF per kg (as of 
January 1, 2020) 

Tires 57 

Batteries  57 

Other crude oils 114 

Packaging products 19-1900 

Electrical and electronic products 57 

 

No product fee is to be paid on products brought to Hungary from abroad for a non-commercial 

purpose by a natural person who is not a resident entrepreneur, for his own use. 

It is allowed for vehicle producers and distributors to pay a lump sum product fee per piece. Entities 

liable to pay product fee on taxable products (batteries, tires, oils, electrical and electronic equipment) 

that are part or accessories of vehicles (first domestic distributor, user for own purposes or the entity 

that records the products in its stock) are entitled to choose the lump sum payment. 

Preferential tax rates were introduced relating to hybrid and electric cars.  

2.5. Stamp duty 
2.5.1. Taxable event 

The stamp duty is payable when the ownership title to a car registered in Hungary is acquired, 

inherited or received as a gift. From January 1, 2014 in case of acquiring or receiving car as a gift from 

abroad is taxable. 

2.5.2. Taxable person 

The acquirer, the inheritor, or the recipient of the gift. 
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2.5.3. Tax due 

With respect to the acquisition of the title to a motor vehicle, the stamp duty can be determined as per 

the table below. 

Performance of vehicle 
engine (kW) 

Age of vehicle 

0–3 years 4–8 years over 8 years 

0–40 550 HUF per kW 450 HUF per kW 300 HUF per kW 

41–80 650 HUF per kW 550 HUF per kW 450 HUF per kW 

81–120 750 HUF per kW 650 HUF per kW 550 HUF per kW 

over 120 850 HUF per kW 750 HUF per kW 650 HUF per kW 

 

For the acquisition of the title to a trailer, if the permissible maximum gross weight of the trailer plus 

its load is less than 2,500kg, the duty payable is 9,000 HUF; in all other cases, the duty is 22,000 

HUF. 

In the case of inheritance or donation of a motor vehicle, the rate of the duty is twice the duty charged 

on the quid pro quo transfer of a motor vehicle (as described above). 

3. Income taxes – Taxable persons 
In general, expenses associated with the business use of company cars, such as fuel, repair and 

maintenance costs, statutory depreciation qualifies as deductible for corporate income tax purposes. 

4. VAT 
4.1. General 

Hungarian VAT at the standard rate of 27% is due on most supplies of goods or services. If a 

company’s profile is car sales/leasing, sales and leasing are subject to 27% VAT. 

If a company purchased the passenger car without the right of deduction, the sale is VAT-exempt. 

As of January 1, 2016 new rules became effective regarding the date of supply of periodically supplied 

services. As a general rule, if the parties apply periodical settling or periodical payment or the 

consideration for the supply is determined for a specific period, the date of supply is the last date of the 

period concerned.  

There are two exceptions from this general rule: 

- the date of supply is the date of issue of the invoice, if the due date for the payment of the 

consideration and the invoice’s date of issue are both before the last day of the period concerned;  

- the date of supply is the due date of the payment of consideration, but not later than 60 days 

counted from the last day of the period, if the due date of the payment of consideration is later than 

the last day of the period concerned. 

As of January 1, 2016 restrictions are effective in the deadline for exercising VAT deduction right. 

According to the new rules, the right to deduct the self-charged VAT on intra-Community acquisitions 

and self-assessed import VAT, can only be exercised in the VAT period in which the deductible VAT 

was charged. 

In all other cases, one can only exercise the right to deduct VAT that arises in the same VAT period or 

within one calendar year preceding the year including the given VAT period by decreasing the payable 

VAT. 
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4.2. Deduction 

Under the Hungarian VAT Act, input VAT is not deductible on 

• car purchases, 

• gasoline purchases for any type of vehicle or 

• fuel purchases for passenger cars. 

The Hungarian VAT regime generally prohibits the deduction of VAT on gasoline, other fuel for 

passenger cars and car purchases generally. 

There are special rules on car sales and leasing. The VAT on car purchase is only deductible if the 

acquirer has purchased the car for the purpose of resale and can produce documentary proof of this. In 

the case of leasing, the lease should be the decisive element in the further use of the car. The decisive 

element is defined as at least 90% of its use in a reasonable period of time. In all other cases, the VAT 

on car purchases is not deductible. 

There is a special rule for the deduction on gasoline purchase as well. If the gasoline is used for 

technological developments relating to more environmentally-friendly engines, the VAT is deductible. 

Contrary to the earlier VAT rules based on which 100% of the VAT incurred on the purchase of services 

that are connected to operation of passenger cars (e.g. servicing, repairs, storage) was not deductible, 

from January 1, 2013 50% of these VAT are deductible. The VAT on parking and road-toll fees are not 

deductible. The input VAT on leasing cars is deductible if the leasing of the cars is used for taxable 

activity. 

4.3. Financial lease 

In financial lease arrangements, the interest part is VAT-exempt. Whether a particular financial lease 

arrangement qualifies as a supply of a product or a service must be determined on a case-by-case basis. 

If it is a product supply, i.e., under the agreement the title to the car will automatically (without any 

further declaration of the parties) be transferred to the lessee at some point in the future, one invoice 

should be issued for the whole amount and the date of supply will be the date when the lessee gains 

possession of or title to the car. 

If it is a service supply, i.e. the transfer of title occurs only with an explicit declaration by the parties 

(option privilege), separate invoices should be issued for each instalment. 

4.4. Place of supply of rented cars 

Contrary to the general place of supply rules for business to business transactions, the place of supply 

for short term hire (not longer than 30 days) of means of transport is where the car is put at the 

disposal of the customer. 

As of 2013 the place of supply in connection with long-term hiring of means of transport for non-

taxable person is where the user of the service has established his business or the place where he has 

his permanent address or usually resides. 

5. Company car 
5.1. VAT due on private use of company cars 

As of 1 January 2019, new simplified rules entered into force regarding the deduction of VAT on leased 

or rented company cars (charged on the leasing/rental fee). 

The general rule remained the same: if the company cars are leased, the input VAT on the lease fee 

could be deducted in proportion to the taxable activity. As the private use of a company car is not a 

taxable activity, in proportion to the private usage the VAT is not deductible. The proportion of the 

business and private use of the company car should be proved authentically. 
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The new simplified rule states that 50% of the VAT charged on the leasing/rental fee of company cars 

can be deducted without a detailed registry (which proves the business/private use e.g. by GPS data or 

road registry), upon complying with the general requirements of VAT deduction (valid invoice, 

business purpose). 

The above means in practice that companies can choose to deduct 50% without a detailed registry, or 

they can deduct the VAT in proportion to the business/private use, based on a detailed registry. 

If the employee is paying a consideration for the private use of the company car and therefore the 

employer issues the invoice for the service supply, which is considered as taxable activity, so the total 

amount of the lease fee can be deducted in general. 

When there is an agreement between the employee and the employer on paying a consideration for the 

use of a company car, the employer has to issue invoices for the service supply with 27% VAT. It should 

be noted that in transactions between related parties, under certain circumstances the VAT base 

should be the market price. 

5.2. Company car – income taxes 

Until February 1, 2009, the rules on company car tax were included in the Personal Income Tax Act 

(PITA), but under the new regulations they are now part of the Act on Motor Vehicle Tax, under which 

the new tax is a property tax. 

Company car tax is levied on passenger cars owned by companies, or on passenger cars owned by 

private individuals, if costs are accounted on the car, considering the exceptions listed in the Act on 

Motor Vehicle Tax. From February 2009, there is no difference in the treatment of a company car used 

for private or for company purposes. 

No company car tax is payable on private cars used for business purposes if the individuals are in the 

possession of an assignment letter from the company and they do not account the expenses against 

their income. Moreover. the cars, which are leased to private individuals under a financial lease 

agreement, are not subject to the company car tax either, if costs are not accounted on this basis. 

The tax burden is based on the engine and the environmental category of the car: 

Environmental category 

Engine capacity (kW) 0-4 6-10 5, 14-15 

0–50 16,500 8,800 7,700 

51–90 22,000 11,000 8,800 

91–120 33,000 22,000 11,000 

above 120 44,000 33,000 22,000 

(in HUF) 

 

To avoid double taxation, the motor vehicle tax can be deducted from the company car tax. 

Who is subject to the tax? 

The tax is payable by the owner or user of the car. With a leased car, the person who is liable for the tax 

depends on the type of lease. With financial leasing, it is the lessee and with operating leasing it is the 

lessor. However, the term “operating leasing” is not indicated in the law, but because in this case the 

owner of the car is the lessor, he is liable for the company car tax. 

Payment of the tax 

The taxpayer determines the tax by self-assessment. The company car tax is payable quarterly, and is 

due by the 20th of the month following the quarter. 
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5.3. Insurance tax 

 Insurance services are subjected to taxation in case the risk is placed Hungary. Tax liability is applied 

to insurance companies and levied on the insurance fees. 

 The applicable tax rates are: 

• 15% of the tax base when providing compulsory insurances (so called casco) 

• 10% of the tax base when providing property and accident insurances 

• 23% of the tax base when providing compulsory motor vehicle liability insurance (with a cap of 

83 HUF/motor vehicle/day) 

Insurance tax and the related return shall be submitted electronically and paid to the Hungarian Tax 

Authority. 

6. Electric vehicles 
In connection with environmentally friendly and hybrid vehicles, the Hungarian registration tax 

legislation contains a preferential tax amount as mentioned above under section 2. 

7. Future developments 
No major amendments to the legislation regarding car taxation are expected.  

8. Legal background 
• Act I of 1988 on Public Road Traffic 

• Act CX of 2003 on the Vehicle Registration Tax 

• Act LXXXII of 1991 on Motor Vehicle Tax 

• Act LXXXV of 2011 on the Environmental Protection Product Fee 

• Act XCIII of 1990 on Stamp Duties 

• Act CXXVII of 2007 on Value Added Tax 

• Act CII of 2012 on Insurance Tax 

• Act LXXXIV of 1999 on Vehicle Registration Rules 
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India 

1. Importation of cars7 
1.1. Customs duties 

Motor vehicles or vehicles (which includes motor cars/cars) imported into India are subject to 

following types of duties: 

• Basic Customs Duty (BCD): BCD is levied on the transaction value of imported goods. Presently, 

the standard rate of BCD is 10%. The rate of BCD on import of vehicles varies from 10% to 125%, 

depending on various factors such as the engine capacity, the number of passengers that the 

vehicle can carry, type and utility of the vehicle i.e. sports utility vehicle/passenger vehicles for 

transportation/cabs, etc., number of wheels in the vehicles, length of the vehicle, etc. 

• Social Welfare Surcharge: The Government in the Union Budget of 2018-19 abolished the 

Customs cess on BCD and introduced another levy in form of surcharge called Social Welfare 

Surcharge on customs duties (i.e. BCD) @10% with effect from February 2, 2018. However, 

Social Welfare Surcharge is exempt on all commercial vehicles (including electric vehicles) if 

imported in Completed Built Up form, from April 1, 2020.  

• Integrated Goods and Services Tax (IGST): IGST is levied on the transaction value of goods 

including BCD and Social Welfare Surcharge. Broadly IGST paid on import of vehicle is 28% 

except for electric cars on which the IGST is levied at 5%. IGST paid on import of vehicle can be 

set off against the GST liability on supply of vehicles, parts, components, etc. domestically. 

• Compensation cess: Compensation cess is levied on the transaction value of goods along with 

the BCD and Social Welfare Surcharge. The rate of Compensation cess on vehicles varies from 

0% to 22% depending on the various factors such as type of vehicle, engine capacity, length, fuel 

type, etc. Compensation cess on imported vehicles can be set off against the Compensation cess 

liability on supply of vehicles. 

1.2. Others 

In addition to the above, the following types of taxes need to be deposited with the concerned 

authorities: 

1. Motor Vehicle Tax (MVT)/Road Tax (RT) needs to be paid at the time of registration (being a 

one-time payment in most of the States) of the vehicle in India, varying from 2% to 18% (State 

specific) on the purchase value of the vehicle. 

2. Any other State level vehicle tax which has not been subsumed by GST. The State level vehicle 

taxes can vary from one State to another. 

2. Car registration 
2.1. When does a car need to be registered? 

Under Indian law, registration of a vehicle is mandatory. There are two types of registrations available 

in India which are discussed below: 

Permanent: A permanent registration of the vehicle is required to be obtained before one month of its 

purchase. Also, in case a car is transferred to different locations within India, a change in registration 

would be required. 

 
7 In this document, we have dealt with the relevant implications on cars and used the terms motor 
vehicle/vehicle/motor car/car interchangeably.  
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Temporary: There is also a provision for the temporary registration of new vehicles under Indian law. 

As soon as a vehicle is purchased, the seller of the vehicle issues a temporary licence sticker known 

colloquially as a TR (To Register) number. This is valid for one month during which time the owner is 

required to get the vehicle registered with the controlling Regional Transport Office (RTO) of the area 

in which the owner is residing to get a standard number plate. 

2.2. Who can register a car? 

The registration of car in India is governed separately by each State under Indian law. 

In general, a car should be registered by the following persons: 

• Owner of the car in case of purchase 

• Lessee/lessor in case of lease and hire-purchase transactions (depending upon the arrangement) 

Further, for the purpose of getting registration in any State the following documents are mandatorily 

required: 

• A proof of address in the State of residency 

• Income tax registration number (commonly known as PAN) 

2.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, a foreign owner is allowed to register his vehicle in India, provided he has adequate documentary 

proof for registration of the vehicle as mentioned in section 2.2. 

2.4. Can a vehicle with a foreign number plate be used on public 
roads? 

No, a vehicle with a foreign number plate is not allowed to be used on public roads. 

3. Car taxation 
3.1. What are the different car taxes? 

Different types of taxes applicable on vehicle are discussed below: 

• BCD: BCD is applicable on import of vehicle in India. The same is explained in section 1.1 above. 

• Social Welfare Surcharge: Social Welfare Surcharge is applicable on import of vehicle in India. 

The same is explained in section 1.1 above. 

• IGST: IGST is applicable on import of vehicles in India. IGST is also applicable on inter-State 

supply of vehicles within India. The same is explained in section 1.1 above. 

• Compensation cess: Compensation cess is applicable on import of vehicle in India. The same is 

explained in section 1.1 above. Compensation cess is also applicable on intra-State/inter-State 

supply of vehicles within India. 

• CGST and SGST: CGST and SGST are levied on intra-State supply of vehicles. The same is 

explained in section 1.1 above. 

• MVT/RT: MVT/RT is applicable on registration of vehicle. The same is explained in section 1.2 

above. 

3.1.1. Tax rate 

The general rate of tax applicable on supply of motor vehicles (including cars) principally designed for 

the transport of persons, within India are summarized below. This is however not an exhaustive list of 

all types of motor cars: 
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Chapter/Heading/Sub-
heading/Tariff item 

Description of vehicle Rate of 
GST 

Rate of 
Compensation 
cess 

Effective 
rate of GST 

87 Electrically operated 
vehicles 

5 percent NIL 5 percent 

8703 21 or 8703 22 Petrol, Liquefied 
Petroleum Gases or 
Compressed Natural Gas 
driven motor vehicles of 
engine capacity not 
exceeding 1200 cc and 
length not exceeding 
4000 mm 

28 percent 1 percent 29 percent 

8703 31 Diesel driven motor 
vehicles of engine 
capacity not exceeding 
1500 cc and length not 
exceeding 4000 mm 

28 percent 3 percent 31 percent 

8703 Motor vehicles of engine 
capacity not exceeding 
1500 cc 

28 percent 17 percent 45 percent 

8703 Motor vehicles of engine 
capacity exceeding 1500 
cc other than motor 
vehicles specified against 
entry mentioned below 

28 percent 20 percent 48 percent 

8703 Motor vehicles of engine 
capacity exceeding 1500 
cc, popularly known as 
Sports Utility Vehicles 
(SUVs) including utility 
vehicles. 

Explanation. - For the 
purposes of this entry, 
SUV includes a motor 
vehicle of length 
exceeding 4000 mm and 
having ground clearance 
of 170 mm and above. 

28 percent 22 percent 50 percent 

Note: The rate of Customs duty and GST indicated above may be subject to change from time to time, 

pursuant to the issue of Government notifications in this regard.  

3.1.2. Taxable event 

The following events can be termed as taxable events, i.e. events triggering the levy of GST: 

• Import of vehicle into India 

• Sale of vehicle within India 

• Branch transfer of vehicle to another State in India 

• Hire purchase, lease or hypothecation of vehicle 

• Free of cost supply of vehicles between related parties 



 

India PwC 2020 Global Automotive Tax Guide | 196 

3.2. Registration tax 
3.2.1. Taxable person 

A person who registers their vehicle with Regional Transport Office (RTO) is considered to be a taxable 

person. 

3.2.2. Tax due 

On registration of the vehicle the road tax becomes due. Details of the same are discussed below: 

• Private vehicles: On registration of private vehicles, a one-time road tax needs to be paid which 

varies from State to State. 

• Commercial vehicles8: On registration of commercial vehicles, an annual road tax has to be paid, 

which depends upon the carrying capacity of passenger vehicle and loading capacity of goods 

vehicle. Depending on the vehicle, a separate permit would be required. 

3.2.3. Tax period 

The tax period for vehicles is as follows: 

• Private vehicles: The registration certificate is valid for 15 years from the date of first registration. 

And thereafter the same is renewed after every 5 subsequent years. 

• Commercial Vehicles: The registration certificate is valid until the certificate of fitness9 is valid. 

4. Income taxes – Taxable persons 
4.1. Deduction of car-related expenses 
4.1.1. General 

The deduction of the car-related expenses is allowed only if the car is used for the purpose of business 

or profession. If the car is used for private purpose, no deduction of the cost incurred for the running 

and maintenance of the car is allowed as business expenditure. 

The deduction of car-related expenses can be classified under following headings: 

4.1.2. Depreciation 

The acquisition cost of the car is allowed as a deduction by way of depreciation at a rate of 15% on the 

written-down value method. However, for cars acquired on or after August 23, 2019 but before April 1, 

2020 and is put to use before April 1, 2020 is eligible for depreciation at the rate of 30% on the written 

down value. 

Cars used in the business of running them on hire will be eligible for depreciation at a rate of 30% on 

the written-down value method. 

If the car is acquired during the year and put to use for less than 180 days in a financial year, 

depreciation shall be allowed at half of the eligible rate in the year of acquisition. 

Further, it is worthwhile to note that as per the provisions of Indian income tax, every fixed asset does 

not have an independent identity and the “block of assets” concept is followed for claiming 

depreciation. 

 
8 Commercial vehicles: Vehicles used as goods and passenger carriers, also known as transport 
vehicles. 

9 Certificate of fitness: Every commercial vehicle in India has to obtain a mandatory fitness certificate 
after two years for new vehicles and after every one year for old vehicles. In India, the fitness 
certification is carried out by the motor vehicle inspectorate, known as Regional Transport Offices 
(RTOs), attached to the Transport Department in each State, which has its offices in the capital as well 
as in the major cities of the State. 
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Under the block of assets concept, the purchase cost of the asset is added to and the sales 
consideration of the asset is reduced from the carrying cost of the block at the beginning of the year to 
which that asset belongs. Depreciation is then calculated on the carrying value of that particular block 
as added and reduced. 

4.1.3. Lease charges 

In case the car is taken on lease for the purpose of usage in the business and profession, then a 100% 

deduction of the lease charges incurred is allowed as a deduction. 

4.1.4. Running cost 

A 100% deduction of the expenditure incurred during a period on running the cars for the purpose of 

the business – such as fuel expenses, repairs, maintenance, rates, insurance, etc. – is allowed as a 

deduction. 

4.2. Other direct taxes 
4.2.1. Wealth Tax 

In India, wealth tax was also levied on the accumulated wealth of a taxable person. The accumulated 

wealth also included cars.  

From Financial Year 2015-16 onwards, the Wealth Tax Act 1957 has been abolished and accordingly, 

as on date, no wealth tax is payable. 

4.2.2. Tax Collection at Source 

From June 1, 2016, every seller is required to collect tax at source from the buyer @ 1% (0.75% for the 

period 14 May 2020 to 31 March 2021 vide The Taxation and Other Laws (Relaxation and Amendment 

of Certain Provisions) Act, 2020 (‘Relaxation Act’)) of the sale consideration towards income-tax, if the 

sale price of motor vehicle (including luxury cars) exceeds INR 1 mn.  

It has been clarified that these provisions are applicable to retail sale only, and will not be applicable 

for sale of motor vehicles by manufacturers to dealers or distributors. 

In case of an individual, these provisions will be applicable only in case of sale of motor vehicle by such 

individual who is liable to get his books audited under the Income-tax Act, 1961. 

The Finance Act, 2020 introduced a provision which mandates that with effect from 1st day of 

October, 2020 a seller receiving an amount as consideration for sale of any goods of the value or 

aggregate of such value exceeding INR 5 mn from any buyer during the year to collect tax from such  

buyer a sum equal to 0.1 per cent (0.075% for the period 14 May 2020 to 31 March 2021 vide 

Relaxation Act). This provision does not apply where the goods are exported out of India or for import 

of goods into India. 

Further, the above provisions will not apply if the aggregate value of the sales made by a seller to all 

buyers during the preceding financial year does not exceed INR 100 mn. 

Certain clarifications on the simultaneous application of the above two provisions are as follows: 

• While the receipt of sale consideration from a dealer would not be subject to TCS @ 1%, it may be 

liable for TCS @ 0.1% if the aggregate sales to such dealer during the year exceed INR 5 mn. 

• In case of sale to end consumer by the dealer, receipt of sale consideration for sale of motor vehicle 

of the value exceeding INR 1 mn would be subject to TCS @ 1 % and TCS will not be leviable again 

at 0.1%. 

These provisions will also not apply in case of a sale to Government, Notified Institutions, Embassies, 

Consulates, High Commission, Legation, Commission and Trade Representation of a foreign State. 
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5. Indirect Taxes [CGST+SGST/IGST] 
5.1. General 

GST is a destination-based tax on consumption of goods and services like the value added tax which is 

levied on supply of goods or services or both. It is levied at all stages from manufacture up to final 

consumption. Taxes paid at previous stages are available as set-off. 

When the location of supplier and place of supply are in the same State, such supply is treated as intra-

State supply. CGST and SGST are payable on intra-State supply. 

When the location of supplier and place of supply are in two different States, such supply is treated as 

supply of goods in the course of Inter-State supply. IGST is payable on inter-state supply. 

5.2. Deduction/Exemptions 

No specific exemptions/deductions are available under GST. 

5.3. Hire purchase: Supply of goods? 

As per entry 1(c) of Schedule II of CGST ACT, 2017, any transfer of title in goods under an agreement 

which stipulates that property in goods shall pass at a future date upon payment of full consideration 

as agreed, is treated as supply of goods.  

Accordingly, GST would be leviable on hire purchase transaction considering the same as supply of 

goods. The supplier would be required to discharge GST liability considering the rate of GST applicable 

on the underlying vehicle. The same is explained in section 3.1.1 above. 

5.4. Leasing: Supply of services? 

According to Section 7 of the CGST Act, 2017, transaction of lease is considered as supply. Pursuant to 

entry 5(f) of the Schedule II of the CGST Act, 2017, an activity involving transfer of right to use any 

goods for any purpose (whether or not for a specified period) for cash, deferred payment or other 

valuable consideration is treated as supply of services. 

Accordingly, the activity of leasing of vehicle would tantamount to supply of service. As per the GST 

rate schedule for services, rate of GST on transfer of right to use or transfer of right to use without 

transfer of title would be rate of GST applicable to underlying vehicles. 

6. Company car 
6.1. Company car in personal tax returns – benefit in kind 

In case a benefit in kind is provided by employer to the employee, then the value of such benefit is 

taxed in the hands of employee as a perquisite. 

Valuation rules have been prescribed to determine the value of the perquisite provided. The value of a 

perquisite is treated as salary in hands of employee. The following table summarises the valuation of 

perquisites in the case of benefit in kind: 

Particulars Where the cubic capacity of the 
engine does not exceed 1.6L 

Where the cubic capacity of the 
engine exceeds 1.6L 

1. Where the motor car is owned or hired by the employer and 

a. is used wholly and 
exclusively in the performance 
of his official duties; 

Nil 

Note: Documents specified are 
to be maintained by the 
employer (see Note 1 below 
table) 

Nil 

Note: Documents specified are to 
be maintained by the employer (see 
Note 1 below table) 

b. is used exclusively for the 
private or personal purposes of 
the employee or any member of 
his household and running and 

Actual amount of expenditure 
incurred by the employer on 
the running and maintenance 

Actual amount of expenditure 
incurred by the employer on the 
running and maintenance of the 
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Particulars Where the cubic capacity of the 
engine does not exceed 1.6L 

Where the cubic capacity of the 
engine exceeds 1.6L 

maintenance expenses are met 
or reimbursed by the employer; 

of the car during the relevant 
previous year 

Add: remuneration, if any, paid 
by the employer to the 
chauffeur 

Add: 10% per annum of the 
actual cost of the car as normal 
wear and tear of the car 

Less: any amount charged to 
the employee for such use 

car during the relevant previous 
year 

Add: remuneration, if any, paid by 
the employer to the chauffeur 

Add: 10% per annum of the actual 
cost of the car as normal wear and 
tear of the car 

Less: any amount charged to the 
employee for such use 

c. is used partly in the 
performance of duties and 
partly for private or personal 
purposes of his own or any 
member of his household and 

  

i. the expenses on 
maintenance and running are 
met or reimbursed by the 
employer or 

INR 1,800 per month (plus INR 
900 per month if a chauffeur is 
also provided to run the car) 

INR 2,400 per month (plus INR 
900 per month if a chauffeur is also 
provided to run the car) 

ii. the expenses on running 
and maintenance for such 
private or personal use are fully 
met by the assessee. 

INR 600 per month (plus 

INR 900 per month if a 
chauffeur is provided by the 
employer to run the car) 

INR 900 (plus INR 900 per month 
if a chauffeur is also provided to 
run the car) 

2. Where the employee owns a car but the actual running and maintenance charges (including 
remuneration of the chauffeur, if any) are met or reimbursed to him by the employer and 

i. such reimbursement is for 
the use of the vehicle wholly 
and exclusively for official 
purposes; 

Nil 

Note: Documents specified are 
to be maintained by the 
employer (see Note 1 below) 

Nil 

Note: Documents specified are to 
be maintained by the employer (see 
Note 1 below) 

ii. such reimbursement is for 
the use of the vehicle partly for 
official purposes and partly for 
personal or private purposes of 
the employee or any member of 
his household. 

The actual amount of 
expenditure incurred by the 
employer 

Less: INR 1,800 per month 
(plus INR 900 per month if a 
chauffeur is also provided to 
run the car) 

The actual amount of expenditure 
incurred by the employer 

Less: INR 2,400 per month (plus 
INR 900 per month if a chauffeur 
is also provided to run the car) 
 

 

Note 1: Documents to be maintained 

• Log book containing details of journeys undertaken for official purpose: the log book shall 

contain date of journey, destination, mileage and the amount of expenditure incurred. 

• Certificate from the employer to the effect that expenses were incurred wholly and exclusively 

for the performance of official duties. 

Where one or more cars are owned or hired by the employer and the employee or any member of his 

household are allowed the use of such a car or all of any of such cars (otherwise than wholly and 

exclusively in the performance of his duties), the value of perquisite shall be the amount calculated in 

respect of one car as if the employee had been provided one car for use partly in the performance of his 

duties and partly for his private or personal purposes and the amount calculated in respect of the other 

car or cars as if he had been provided with such car exclusively for his private or personal purposes. 
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Where the employer or the employee claims that the car is used wholly and exclusively in the 

performance of official duty or that the actual expenses on the running and maintenance of the car 

owned by the employee for official purposes is more than the amounts deductible given in the table, he 

may claim a higher amount attributable to such official use. The value of perquisite in such a case shall 

be the actual amount of charges met or reimbursed by the employer as reduced by such higher amount 

attributable to official use of the vehicle, provided that the following conditions are fulfilled: 

• The employer has maintained complete details of journeys undertaken for official purpose 

which may include date of journey, destination, mileage, and the amount of expenditure 

incurred thereon. 

• The employer gives a certificate to the effect that the expenditure was incurred wholly and 

exclusively for the performance of official duties. 

7. Income taxes – Drivers’ personal taxation 
The provisions relating to private cars in the personal tax return are covered under section 6.1. 

8. Selling a car 
8.1. Taxable persons 
8.1.1. Indirect tax 

The term supply has been defined under Section 7 of the CGST Act, 2017, which means all forms of 
supply of goods or services or both such as sale, transfer, barter, exchange, license, rental, lease or 
disposal made or agreed to be made for a consideration by a person in the course or furtherance of 
business. 
 

Persons, who in the course or furtherance of their business, supply the new vehicles, are required to 

discharge GST liability on supply of vehicles. In case of supply of old and used vehicles, one has to look 

at the prescribed notifications under GST Law, as the value and rate of GST could vary depending on 

factors such as engine capacity, length of the vehicle, availability of input tax credit, claiming of 

depreciation, etc.   

8.1.2. Income tax 

When the car used for business purposes is sold then the capital gains/loss (if any) arising on the sale 

of such car is liable to tax as income under the head “capital gain”. 

However, as stated in section 4.1 fixed assets are not given an independent identity as per income-tax 

provisions. Accordingly, one needs to look at the position of the block of assets to determine capital 

gain/loss on the sale of a car. 

Accordingly, capital gains would arise when the sale value of a car exceeds the carrying value of the 

block of assets and capital losses would arise in case all the assets in that block are sold but the sale 

value of the car sold doesn’t recover the carrying cost of the block. 

Capital gains arising above are deemed to be short-term capital gains irrespective of the period of 

holding of a car. The short-term capital gains are taxable at normal rate of tax (i.e. at 22/25/30% plus 

applicable surcharges and education cess) in the case of a corporate assessee and at applicable slab 

rates for individuals. 

8.2. Private individuals 
The term supply has been defined under Section 7 of the CGST Act, 2017, which means all forms of 
supply of goods or services or both such as sale, transfer, barter, exchange, license, rental, lease or 
disposal made or agreed to be made for a consideration by a person in the course or furtherance of 
business. 

Hence, if the vehicle is sold by private individuals as a one time activity, for the purpose other than 
furtherance of business, it would not be treated as supply and GST would not be levied on the same. 
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No income-tax implications arise on the sale of cars which are used for personal purposes. 

9. The Electric Vehicle Push 
Through budget, the Government of India has clearly demonstrated its intent to push forward Electric 
vehicle adoption. It also hopes to enable India to emerge as a hub for manufacturing of electric vehicles 
and batteries; generating employment and growth opportunities. The Government has already 
launched Faster Adoption and Manufacturing of Electric Vehicles in India (FAME India) scheme. 
Phase-II of FAME Scheme, following approval of the Cabinet with an outlay of INR 10,000 crore for a 
period of three years, has already commenced from April 1, 2019. 

The key measures to support Electric vehicles are summarized below: 

a) Lower GST rate on electric vehicles from 12% to 5%. 

b) Section 80EEB has been added in the Income-tax Act to provide for a deduction to the individuals 
up to Rs. 150,000 in respect of interest on loan taken for purchase of an electric vehicle from any 
financial institution subject to the conditions specified therein and will be applicable from April 1, 
2020. 

To further incentivize e-mobility, customs duty is being exempted on certain parts of electric vehicles. 
While these measures will certainly activate the Electric vehicles demand achieving sustained growth 
of electric vehicles will require a clear and well calibrated policy to develop the EV ecosystem. 

Additionally, various States also provide incentives to manufacturers, units setting up charging 
stations as well as to buyers. The benefits may include capital subsidies, interest subsidy, refund of 
GST, subsidy on cost of land and exemption of stamp and electricity duty. The policy and 
corresponding benefits may vary from State to State.   

10. Legal background 
N/A 
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Ireland 

1. Car registration 
1.1. When does a car need to be registered? 

Every road vehicle in Ireland (with the exception of vehicles brought in temporarily by a non-resident) 

must be registered before being used on Irish public roads. If a vehicle is brought into Ireland from 

abroad on a permanent basis, it is required to be registered and any Vehicle Registration Tax (VRT), 

and other taxes due, must be paid. To register the vehicle, an appointment is required to be made with 

the National Car Testing Service (NCTS) within 7 days of the car being brought into Ireland. 

Registration must be completed within 30 days of the vehicle’s arrival in Ireland. Vehicles not 

registered within this time limit are liable to seizure and the imposition of a late payment charge. 

A valid Certificate of Conformity (CoC) must be entered on the Revenue system before a new vehicle 

can be registered. A CoC contains information produced by a manufacturer that is unique to each 

vehicle manufactured. In effect, the CoC is a statement by the manufacturer that the vehicle conforms 

to EU standards. 

1.2. Who can register a car? 

The vehicle can be registered in Ireland by the owner or by a person registering the vehicle on behalf of 

the owner. The owner of the vehicle is defined in Irish legislation as “the person by whom the vehicle is 

kept”. In relation to a vehicle that is the subject of a hire purchase agreement or a lease, the owner is 

defined as “the person in possession of the vehicle under the agreement or lease”. 

The address declared must be in Ireland and be the one at which the owner ordinarily resides at the 

time of registration. This address determines the county index assigned and is the address to which the 

vehicle registration certificate will be posted. The declaration of some other address, such as that of a 

motor dealer or of a relative of the owner, is not permitted. In particular, “care of” addresses are not 

accepted. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

If a foreign owner is resident in Ireland for over 185 days per calendar year, then their car must be 

registered in Ireland. Please see section 1.2 in relation to the address to be declared. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Any imported vehicle that is owned by or registered in the name of a non-resident person is not 

required to be registered in Ireland, subject to meeting all of the following conditions: 

- The owner’s “normal residence” remains outside Ireland, i.e. his personal ties continue to be 

abroad and he returns there regularly (with some exceptions). 

- All normal duties and taxes have been paid on the vehicle and these must not have been 

exempted or refunded in any way. The standard number plates in use in the domestic market of 

a country are normally accepted as evidence of this. 

- The vehicle may not in any circumstances be driven by an Irish resident individual. This 

exclusion may however be dis-applied in certain limited circumstances where, for example, the 

Irish resident is employed by a company established in another Member State of the EU or if the 

vehicle is of a commercial nature, etc. 

- The vehicle may not be disposed of or hired out in Ireland or loaned to an Irish resident 

individual. 
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- The period of time that the vehicle is in Ireland does not exceed 12 months. A longer period may 

apply where a person is on a task of definite duration in Ireland. 

- The foreign number plates must remain on the vehicle while in Ireland. 

2. Car taxation 
2.1. What are the different car taxes? 

• Vehicle registration tax 

• Motor tax 

• VAT 

2.2. Vehicle Registration tax 
2.2.1. Taxable event 

Vehicle registration tax (VRT) is payable on the first-time registration of all road vehicles in Ireland, 

regardless of the origin of the vehicle. 

2.2.2. Tax due 

In respect of passenger vehicles, VRT is charged on the open market selling price (OMSP) of the 

vehicle. This is the price, inclusive of all taxes and duties, which the vehicle might reasonably be 

expected to fetch on a first arm’s length sale in Ireland by retail. Since July 1, 2008, the rate of VRT to 

apply is determined by the level of CO2 emissions of the vehicle. The rates of VRT for petrol vehicles 

range from 14% to 36%, as determined by an eleven-band CO2 emissions rating system. Where the 

rating is unknown, the maximum rate of 36% will apply. A detailed breakdown of the rates for petrol 

vehicles is provided in the table below: 

CO2 Emissions (g CO2/km) VRT Rates Minimum VRT payable 

0–80g 14% of OMSP 280 EUR 

81 – 100g 15% of OMSP 300 EUR 

101 – 110g 16% of OMSP 320 EUR 

111 – 120g 17% of OMSP 340 EUR 

121–130g 18% of OMSP 360 EUR 

131 – 140g 19% of OMSP 380 EUR 

141–155g 23% of OMSP 460 EUR 

156–170g 27% of OMSP 540 EUR 

171–190g 30% of OMSP 600 EUR 

191–225g 34% of OMSP 680 EUR 

226g and over 36% of OMSP 720 EUR 

 

From 1st January 2020 a second component has been added to the calculation base for vehicle 

registration tax. The Nitrogen Oxide (NOx) charge will be combined with the existing rates (based on 

CO2 emissions) to form the VRT payable. The NOx charge replaces the 1% diesel surcharge that was 

introduced in the previous Finance Act. The charge will be based on emissions of milligrams per 

kilometre or kilowatt hour and capped at a maximum of €4,850 for diesel vehicles and €600 for other 

vehicles. 
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NOx emissions (NOx mg/km or mg/kWh) Amount payable per 
mg/km or 
mg/kWh 

The first 0-60 mg/km or mg/kWh, as the case may be €5 

The next 20 mg/km or mg/kWh or part thereof, as the case may be, up 
to 80 mg/km or mg/kWh, as the case may be 

€15 

The remainder above 80 mg/km or mg/kWh, as the case may be €25 

The NOx levy will be chargeable on all Category A vehicles registered from 1 January 2020. Persons 

registering a vehicle after this date will have to provide evidence of the vehicles NOx emissions to 

finalise registration. Failure to provide this information may lead to delays or a flat charge being 

imposed. 

A partial relief from VRT exists for certain hybrid electric vehicles and electric vehicles and has been 

extended for registrations up to December 31, 2020 and 2022 respectively.  The various reliefs are as 

follows: 

• Certain series production hybrid electric vehicles - up to a maximum of 1,500 EUR, based on the 

age of the vehicle. 

• Certain plug-in hybrid electric vehicles - up to a maximum of 2,500 EUR, based on the age of 

the vehicle. 

• Certain series production electric vehicles - up to a maximum of 5,000 EUR; 

• Certain series production electric motorcycles – exempt 

• The VRT rate for vehicles constructed for the carriage of goods, that have 3 seats or less, or 

which have a seating area separate from the cargo area, are subject to VRT at a rate of 13.3%. 

This rate also applies to motor caravans. This is a change to previous measures which were 

wider in their application. 

• Hybrid electric vehicles with CO2 emissions in excess of 80 g/km and PHEVs with C02 

emissions in excess of 65 g/km do not qualify for the VRT relief from 1st January 2020. 

2.2.3. Tax period 

VRT is only payable on the first-time registration in Ireland of road vehicles. 

2.2.4. VRT Export Repayment Scheme 

The VRT Export Repayment Scheme allows for the repayment of "residual" Vehicle Registration Tax 

on certain vehicles permanently exported from Ireland. The only vehicles eligible for the Export 

Repayment Scheme are passenger vehicles which were charged the category A rate , that are registered 

in the State and on which VRT has been paid to the Irish authorities. It should be noted that where the 

Open Market Selling Price (OMSP) of a vehicle is calculated to be less than 2,000 EUR, the vehicle will 

not qualify for a repayment of VRT under the Export Repayment Scheme. 

The refund of VRT is conditional on the vehicle being exported from Ireland and being re-registered in 

another country.  
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An estimate of the VRT refundable can be found on the Irish Revenue Commissioners online VRT 

Repayment Enquiry system. An appointment with an NCTS Centre for an Export Repayment 

Examination is required for a definitive refund amount. Once the Export Repayment Examination is 

complete, the applicant will receive an Export Examination receipt indicating the VRT Repayable 

amount.  

Within 30 days from the date of Export Repayment Examination, the vehicle must be exported from 

the State. Finally, a completed Export Repayment Scheme Application Form must be submitted by the 

applicant to the Irish Revenue authorities’ together with proof of export and subsequent registration in 

the destination export country.  

A 100 EUR administration charge is payable to the Irish Revenue Commissioners, which will be 

deducted from the amount of VRT that is repayable. 

2.2.5. Proportionate payment of VRT 

The Irish government has introduced a new regime which allows for the proportionate payment of 

VRT on passenger vehicles and light commercials leased from another Member State and brought into 

Ireland for the duration of the lease. The proportionate payment is calculated based on the duration of 

the lease period. For example, if the vehicle is leased for 12 months, 21% of the full VRT amount will be 

payable. Certain conditions must be met in order to qualify for proportionate payment:  

• the vehicle has not been previously registered in Ireland; 

• the lease period is between 1 and 48 months; 

• the vehicle is removed from Ireland once the leasing period has finished; 

• the leasing company is VAT registered in Ireland; and, 

• the vehicle is registered in the name of a person established in Ireland 

2.2.6. Repayment of VAT element of VRT by leasing entities  

Businesses involved in the leasing of passenger vehicles will no longer be entitled to obtain repayment 

of the VAT element of VRT arising on a vehicle, effective from 1 January 2019 for new vehicles and 

1 April 2019 for all other vehicles. Up to those dates, such businesses would have been entitled to a 

repayment, equivalent to 18.69% (23/123) of the amount of VRT on a passenger vehicle being leased to 

a customer.  

2.2.7. Future VRT changes 

Significant changes will be implemented with regards to vehicle testing in the coming years, with the 

introduction of the Worldwide Harmonised Light Vehicle Test Procedure (WLTP). WLTP is a new 

standard laboratory test that will be used to measure fuel consumption, CO2 emissions and pollutant 

emissions from passenger cars. It is thought that WLTP will affect VRT bands as emissions readings 

will become more accurate and pollutants will be easily identifiable. Under conditions defined by EU 

law, WLTP must be implemented by EU member states by 2020. 

2.3. Motor tax 
2.3.1. Taxable event 

The payment of an annual motor tax for the use of motor vehicles is a legal requirement in Ireland. It 

is also necessary to display evidence of the payment of motor tax on the motor vehicle. Currently, a tax 

disc is issued by the relevant authority for display on the motor vehicle when payment of the motor tax 

has been made. 

  

https://www.ros.ie/evrt-enquiry/vrtenquiry.html
https://www.ros.ie/evrt-enquiry/vrtenquiry.html
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2.3.2. Tax due 

For private cars registered since July 1, 2008, motor tax ranges from 120 EUR to 2,350 EUR. See table 

below for details: 

Band CO2 emissions-gm per km Annual € Half-year € Quarterly € 

A0 0 120 66 33 

A1 1-80g 170 94 48 

A2 More than 80g/km up to and 
including 100g/km 

180 99 50 

A3 More than 100g/km up to and 
including 110g/km 

190 105 53 

A4 More than 110g/km up to and 
including 120g/km 

200 111 56 

B1 More than 120g/km up to and 
including 130g/km 

270 149 76 

2 More than 130g/km up to and 
including 140g/km 

280 155 79 

C More than 140g/km up to and 
including 155g/km 

390 216 110 

D More than 155g/km up to and 
including 170g/km 

570 316 161 

E More than 170g/km up to and 
including 190g/km 

750 416 211 

F More than 190g/km up to and 
including 225g/km 

1,200 666 339 

G More than 225g/km 2,350 1,304 663 

 

For private cars registered prior to July, 2008, motor tax is based on the engine size of the vehicle and 

ranges from 199 EUR for cars with an engine capacity below 1,000cc to 1,809 EUR for vehicles with an 

engine capacity greater than 3,001cc. A special rate of 120 EUR typically applies to electric-powered 

cars. 

2.3.3. Tax period 

In the majority of cases, motor tax can be paid in advance yearly, half-yearly or quarterly. 

3. Income taxes – taxable persons 
Where a car is used for business purposes but the cost of the vehicle exceeds 24,000 EUR, leasing 

expenses and wear and tear for which the company or business can claim a deduction are restricted. 

From July 1, 2008, the availability of tax deductions for motor lease expenses is linked to the car’s CO2 

emissions. The 24,000 EUR cost limit continues to apply for cars with CO2 emissions below 156g/km; 

however, this limit is restricted to 50% for cars between 156g/km and 190g/km. No tax deduction is 

available for cars with emissions above 190g/km. 

This provision means that if a business acquires a car and the cost (as opposed to the open market 

value) of the vehicle exceeds the related threshold, or the CO2 emissions are over the specified limit, 

the business’ allowable leasing and wear and tear deduction will be restricted. Previous restrictions 

regarding motor running costs no longer apply. 
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To illustrate, if a car acquired by lease for business purposes costs 26,000 EUR with CO2 emissions of 

160g/km and the total leasing expenses relating to the car are 5,000 EUR, these costs will be restricted 

in the adjusted profit computation of the business entity. 

The business will be entitled to a deduction in its tax computation of only 2,308 EUR instead of 5,000 

EUR (being total costs of 5000 EUR x 24,000/26,000 x 50%). This would however increase to 4,615 

EUR if the CO2 emissions were below 156g/km (being total costs of 5,000 EUR x 24,000/26,000). 

The amount on which the business is entitled to claim a wear and tear allowance is also restricted. 

Ordinarily, a business can claim 12.5% of the cost of the car each year over eight years (where cars are 

purchased after December 4, 2002). However, where the value of the car exceeds 24,000 EUR or the 

CO2 emissions exceed the figures shown above, the allowance may only be calculated as a percentage 

of this threshold figure regardless of the actual cost of the car. 

4. VAT 
4.1. General 

VAT at the standard rate – currently 23% from January 1, 2012,– is generally chargeable on the sale or 

leasing of motor vehicles - other than short term hire (see below). 

The standard rate of VAT also applies to the initial handing over of goods under a hire purchase 

transaction. Under such transactions, legal ownership will not transfer until after the final sum due 

under the agreement is paid. For VAT purposes, that transfer of ownership is ignored (on the basis 

that VAT has already been accounted for on the initial handing over of the goods) being the VAT 

supply point. 

The finance charge or interest element of a hire purchase transaction is exempt from VAT as a 

financial service. 

Short-term hire is subject to VAT at 13.5%. Short-term hire (typically holiday car rentals, etc.) is an 

agreement for the hire of a motor vehicle to a person for a period not exceeding a cumulative total of 

five weeks in any 12-month period. In relation to the sale of second-hand or used vehicles, from 

January 1, 2010 a pure margin scheme has been in operation in place of the “special scheme” that 

previously applied. 

The margin scheme is primarily relevant to second-hand passenger vehicles for which no VAT 

deduction was available to the owner. In contrast, the scheme will generally not be applied to 

“commercial” vehicles where VAT would usually have been charged on the disposal to the dealer, such 

that the commercial vehicle would be supplied with a formal VAT invoice. 

Personal Contract Plan Products and recent ECJ ruling  

In 2018, the Irish Revenue Commissioners issued guidance following the ECJ judgment in the HMRC 

v Mercedes Benz Financial Services UK Limited case. The Irish Revenue Commissioners’ position is 

that Personal Contract Plans (PCPs) will continue to be treated for VAT as a supply of goods in the 

same manner as for a conventional hire purchase arrangement.  This is the case provided at the outset 

of the agreement, the only rational choice for the customer is to purchase the vehicle at the end of the 

contract. 

The decision as to whether the only ‘economically rational choice’ for the customer is to purchase the 

vehicle will be made on a case by case basis with reference to the guaranteed minimum future value 

(GMFV) of the vehicle. The Revenue Commissioners also accept that, where the option to pay the 

GMFV, but trade the vehicle for a new vehicle is the economically rational choice, this will also qualify 

for the treatment as a hire purchase contract. However, where the economically rational choice with 

reference to the GMFV is for the customer to hand back the vehicle (rather than purchase or trade-in 

the vehicle), this will be regarded as a leasing arrangement.  
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4.2. Deduction 

Irish VAT correctly charged may be deducted by an Irish VAT registered person on the purchase or 

hire of commercial vehicles , and to the extent, the vehicles are used for the purposes of the person’s 

activities which are subject to VAT . 

Other than in the case of “passenger” vehicles acquired as stock in trade, for hire or for use in a driving 

school business for the giving of driving instruction, VAT arising on the purchase or hire of such 

passenger motor vehicles is generally not deductible.  

However, after a partial deduction of 20% of the amount of VAT charged on the purchase, hire, 

acquisition or importation of passenger vehicles first registered  

(i) from January 1, 2009, is allowed if the vehicles are used primarily for business purposes 

(being at least 60% of the total use) and  

(ii) the CO2 emissions level of the vehicle are less than 156g/km. From 1 January 2021, the 

CO2 emissions level of the vehicle must be less than 140g/km. An adjustment to the 

amount of VAT deducted will be required to be made where business usage is less than 

60% and/or where the vehicle is disposed of within 2 years of its purchase. 

In relation to “margin scheme” motor vehicles purchased or acquired from July 1, 2010, no VAT 

deduction may be claimed by motor dealers or any other businesses for the VAT element of the 

purchase or acquisition. 

In order to identify a vehicle as within the margin scheme, invoices issued for their sale should be 

marked “Margin scheme – this invoice does not give rise to an input credit for VAT”. 

5. Company car 
5.1. VAT due on private use of company cars 

In the case of a passenger vehicle qualifying for a VAT deduction (per para 4.2 above), no adjustment 

will be required by the employer’s business for private use of the vehicle, provided the vehicle is used 

primarily for business purposes, being at least 60% of the overall use of the vehicle. For other 

passenger vehicles, where no VAT deduction was claimed, the private use by an employee of a 

company-provided passenger vehicle provided as part of their employment terms, will not trigger any 

VAT consequences. 

This 60% ‘business use’ test is assessed for each VAT return period (generally two months), over the 

two years period following the purchase or acquisition of the vehicle.  A (partial) claw-back of VAT is 

triggered where business use drops below the requisite 60% level during that review period.  

5.2. Company car – income taxes 

Where a company car is available for the private use of an employee other than in the case of electric 

vehicles (per section 5.2.3), the employee is liable for tax, Universal Social Charge (USC) and Pay 

Related Social Insurance (PRSI). Such charges will be collected through the PAYE system. 

New provisions for new company cars first provided from 2009 onwards will be effective from a date 

to be determined by Ministerial Order. As at January 2018, this Ministerial Order has not yet been 

implemented. Existing benefit in kind (BIK) provisions as set out in point 5.2.1 below will continue to 

apply. 

5.2.1. Existing BIK company car rules 

Where BIK is charged on a company car provided for use by an employee, the BIK is calculated as 30% 

of the open market value of the car less any amounts which the employee reimburses the employer in 

respect of any part of the cost of running the car.  

Income tax is payable at the employee’s marginal rate of tax which is currently either 20% or 40%. A 

liability to the Universal Social Charge and Pay Related Social Insurance (PRSI) also arises. 
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Example – calculation of car benefit  For cars provided 

Open market value EUR 15,000 

Business kilometres Greater than 48,000 

Benefit in kind % (reduced from 30% based on business mileage in 
excess of 48,000km) 

6% 

Benefit in kind amount 900 EUR 

Taxable benefit in kind 900 EUR 

 

Business travel (km) Taxable % of OMV 

24,000 or less 30 

24,001 to 32,000 24 

32,001 to 40,000 18 

40,001 to 48,000 12 

over 48,000 6 

However, the BIK charge can be reduced depending on the amount of business mileage completed by 

an employee over 24,000 kilometres per year (see table above). The reduction is achieved by applying 

a reduced percentage to the open market value of the car. A further reduction is available on a euro for 

euro basis for any amount made good by an employee directly to the employer in respect of the cost of 

running the car.  

Where an employee is required to work abroad for an extended period, the notional pay is reduced by 

reference to the number of days spent working abroad. This is conditional on the employee travelling 

abroad without the car and the car not being available for use by family or household members. There 

is 20% relief from notional pay on cars for employees whose annual travel exceeds 8,000 km, who 

spend 70% or more of their time away from their place of work on business, work an average of at least 

20 hours per week and who do not avail of the tapering relief for high business travel. 

The individual should keep a logbook of the mileage covered. Formal approval of the Revenue 

Commissioners approval should be obtained if using this alternative method. 

Finally, the BIK rules in relation to company vans which are made available for private use of an 

employee require that BIK is calculated at 5% of the original market value of the vehicle (inclusive of 

VAT). Where the van has been modified, e.g. a refrigeration unit has been installed, the original 

market value of the van excluding such modifications should be used. There is no reduction in this 

amount irrespective of the level of business mileage. Where the employee reimburses the employer in 

respect of any part of the costs of providing or running the van, the BIK amount can be reduced 

accordingly. Exemption from a BIK charge on a company van is provided if the following conditions 

are met: 

• The van is supplied by the employer to the employee for the purposes of the employee’s work. 

• The employee is required by the employer to bring the van home after work. 

• Apart from travelling from work to home and back to work, other private use of the van by the 

employee is forbidden by the employer, and there is, in fact, no other private use. 

• In the course of their work, the employee spends at least 80% of his or her time away from the 

premises of the employer to which he or she is attached. 

Furthermore, no taxable benefit will arise in respect of the private use of a commercial vehicle with a 

gross vehicle weight (i.e. gross laden weight) in excess of 3,500kg. 
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5.2.2. New BIK company car rules – post-2009 

Subject to a commencement order (not yet issued as of February 2020), revised BIK rules are intended 

to be effective for cars first provided from 2009. Existing BIK provisions will continue to apply to cars 

until revised legislative changes are implemented. For cars registered after 31 December 2008, the new 

BIK rates are intended to apply based on the vehicle emissions categories set out in the table below. 

Vehicle emission categories BIK % 

A, B, C (0 – 155G) 30 

D, E (155 – 190G) 35 

F, G ( over 190g ) 40 

All users of company provided cars with emission levels above 155g/km will pay higher BIK under the 

revised BIK rules than under the rules which apply under the current system. Tapering relief is still 

available for high business mileage drivers as follows: 

 Vehicle Emission A, 
B & C BIK % 

Category D & E BIK 
% 

F & G BIK % 

24,000 or less 30 35 40 

24,001 to 32,000 24 28 32 

32,001 to 40,000 18 21 24 

40,001 to 48,000 12 14 16 

over 48,000  6  7 8 

5.2.3 BIK rules for electric cars and vans 

The BIK exemption for employer-provided electric vehicles (cars and vans) has been extended for 

electric vehicles made available in the period from 1 January 2019 to 31 December 2021. This applies 

only to vehicles which derive their motive solely from electricity (i.e. no exemption applies for hybrid 

cars or vans). 

However, in order to qualify for a complete exemption, the Original Market Value (OMV) of the vehicle 

must not exceed €50,000. Electric vehicles with an OMV in excess of €50,000 will trigger a BIK 

charge, but only on the excess over €50,000. This restriction on OMV does not apply to electric 

vehicles which had already been made available to employees in the period from 10 October 2017 to 9 

October 2018, so these will not trigger a tax charge. 

6. Income taxes – drivers’ personal taxation 
Please see section 2. 

7. Future developments 
As part of its ongoing objective to reduce CO2 emissions, the government is continuing reforms of car 

taxation on a “polluter pays” policy. This includes taxing the use of motor vehicles on an emissions 

basis and providing tax incentives to encourage the purchase of cleaner and more energy efficient 

vehicles. 

8. Legal background 
• Income and Corporation Tax – Taxes Consolidation Act 1997 

• VAT – Value-Added Tax Consolidation Act 2010 

• VRT – Finance Act 1992 (as amended) 
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Italy 

1. Car registration 
1.1. When does a car need to be registered? 

As a general rule, in order to circulate on Italian public roads, vehicles must be registered at the Traffic 

Authority (Motorizzazione Civile) by means of the Car Driver’s Telematic Office (Sportello Telematico 

dell’Automobilista – so-called “STA procedure”). A circulation card and a number plate are issued. 

In some specific cases (i.e., vehicles already registered in an extra EU state), the registration should be 

made in front of the Traffic Authority (Motorizzazione Civile) offices with a different procedure. 

1.2. Who can register a car? 

A vehicle is registered in the name of the owner: This can be an individual or a legal entity. The data of 

the following sub-usufructuary of the lessee who has a faculty to purchase the car and the seller with a 

stipulation as to retention of title also have to be indicated on the circulation card, where applicable. 

Since November 3, 2014, the name of the individual who is not holder of a vehicle, but who has the 

effective availability of it for more than 30 consecutive days must be registered at the Traffic Authority 

(Motorizzazione Civile) and noted on the circulation card. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, upon request a vehicle owned by a non-resident corporation/individual can be registered in Italy 

if the following conditions are met: 

• There is a stable relationship with the Italian territory. 

• A legal domicile is elected in Italy by appointing either a person or a “car practice agency”. 

The requirements for a stable relationship with the Italian territory are different for EU entities, for 

extra-EU entities and for private individuals.  

In particular, the stable relationship for extra-EU companies is verified if they have in Italy  

• an administrative office, 

• the main business purposes or 

• a branch. 

Private individuals from outside the EU can register a vehicle in Italy if they are resident in Italy and 

have a regular permit of stay or are waiting for its issue. 

Regarding EU private individuals, there is no need to elect a domicile in Italy if that person stays in the 

territory for more than three months. On the other hand, EU private individuals staying in Italy for 

less than three months cannot register their vehicle in Italy. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

The Italian Road Code states that vehicles registered in a foreign country (for which the formalities for 

the import from a non-EU member state or for the intra-Community acquisition of new cars have been 

carried out) can circulate in Italy for a maximum period of one year on the basis of the registration 

certificate issued in the country of origin. 



 

Italy PwC 2020 Global Automotive Tax Guide | 214 

2. Car taxation 
2.1. What are the different car taxes? 

Car taxes become due in Italy following the registration of a car and its use on public roads, namely 

• provincial registration tax (Imposta provinciale di trascrizione - IPT) 

• regional motor vehicle tax 

2.2. Provincial registration tax (Imposta provinciale di trascrizione) 
2.2.1. Taxable event 

The provinces can levy a tax related to all the formalities concerning the car registration into the Public 

Car Register (PRA), applicable for the province territory, by issuing a regulation. 

In case the STA procedure is not applicable/possible, the registration can be obtained by the 

traditional procedure, i.e., once applied for the car registration before the Traffic Authority 

(Motorizzazione Civile) within 60 days from issuance of the circulation card, the vehicle has to be 

registered in the Public Car Register. 

2.2.2. Taxable person 

As a general rule, IPT is due by the subject who is acquiring the specific right of property of the vehicle. 

So generally, the person who carries out the registration (i.e., the purchaser) is liable to pay the 

provincial registration tax.  

In some provinces the “car practice agency” is jointly liable. 

Regarding Leasing contracts, from January 1, 2014, IPT paid by the lessor on release of leased vehicles 

is abolished. 

2.2.3. Tax due 

The provincial registration tax (Imposta provinciale di trascrizione) is 150.81 EUR for cars with an 

engine power of up to 53kW. If the power is over 53kW the tax is calculated by multiplying 3.51 EUR 

by the total kilowatts. 

Each Provincial Public Authority has the faculty to increase the aforementioned rates by up to 30%. 

Moreover, there are some additional limited fixed fees related to the ACI intermediation and for stamp 

duties related to the vehicle registration. 

Acts relating to vehicles adapted to persons with certain disabilities are exempt from IPT payment. 

2.2.4. Tax period 

The tax is due at the time of any registration of a car or subsequent transfer of ownership. 

2.3. Regional motor vehicle tax 
2.3.1. Taxable event 

Motor vehicles registered in Italy are subject to a yearly regional tax calculated on the basis of the 

engine power expressed in kilowatts. The number of kilowatts is mentioned on the circulation card. 

2.3.2. Taxable person 

The tax is payable by the person under whose name the car is registered. 

2.3.3. Tax due 

The tax rates depend upon 

• the region of residence, 

• the car engine power and 
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• the polluting emissions level according to Euro standards laid down by EC directives relating to 

measures to be taken against air pollution by emissions from motor vehicles. 

For example, assuming the national standard tax rate without any regional surtax applicable, the 

number of the effective engine power kilowatts of a car qualifying as a Euro 6 vehicle must be 

multiplied by 2.58 EUR for engines up to 100kW and by 3.87 EUR for each kilowatt exceeding 100kW. 

A fixed fee of this variety for a Euro 0 car is equal to 3.00 EUR up to 100kW and 4.50 EUR for each 

kilowatt exceeding 100kW. Some exemptions/reductions are foreseen for particular kind of cars. 

Since January 2012, cars with an engine power higher than 185kW have had to pay a surtax (in 

addition to ordinary regional motor vehicle tax) of 20 EUR for each kilowatt in excess of 185kW. 

This surtax is reduced after 5, 10 and 15 years after construction of the vehicle, respectively for the 40, 

70 and 85% of the total amount due. After 20 years since the construction of the vehicle surtax is no 

longer due. 

According to art. 1 co. 38 of Law no. 232 of December 11, 2016 (Stability Law 2017), companies with 

fleets of cars and trucks, which are owner, usufructuary or user by way of leasing may choose to pay 

the regional motor vehicle tax cumulatively for all their vehicles. 

The Stability Law 2019 (art. 1 co 1048 of Law no. 145 of December 30, 2018) introduced a reduction of 

50% of regional tax for historical and collecting motor vehicles. 

Art. 38-ter, of the Law Decree 124/2019, established that, from January 1st, 2020, the Regional motor 

vehicle tax can be paid only through the electronic payment system “PagoPA”. 

2.3.4. Tax period 

Yearly. 

2.4. “Ecobonus” 

Pursuant to art. 1 co. 1031 and the following of Law no. 145 of December 30, 2018 (Stability Law 2019), 

it was introduced a new incentive (“Ecobonus”) for buyers of new motor vehicles. 

The incentive concerns: 

• vehicles of category M1 (a maximum of 8 seats) with carbon dioxide emissions up to 70 g/km; 

• a price lower than 50,000.00 EUR excluding VAT; 

• vehicles purchased from March 1, 2019 to December 31, 2021. 

The amount of the incentive depends on carbon dioxide emissions for kilometres of the motor vehicle 

and if, simultaneously to the purchase, a car of the same class was scrapped or not.  

In particular, the scrapping of a vehicle of the same class, qualifying as a Euro 1, 2, 3 or 4, allows to 

obtain a higher incentive, of 2,500.00 or 6,000.00 EUR. 

The incentive is paid by the seller as an offset on purchase price (a discount on the price) of the new 

vehicle and cannot be combined with other incentives. 

According to art. 1 co. 1042 – 1045 of Stability Law 2019, it was introduced a new tax for the purchases 

and matriculations realized from March 1, 2019 to December 31, 2021 of new motor vehicles of 

category M1 with emission of carbon dioxide exceeding the threshold of 160 CO2 g / km. 
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The amount of the tax depends on how much the new vehicle is polluting and is different according to 

four classes of emission: 

• from 161 CO2 g/km to 175 CO2 g/km, the tax is equal to 1,100.00 EUR; 

• from 176 CO2 g/km to 200 CO2 g/km, the tax is equal to 1,600.00 EUR; 

• from 201 CO2 g/km to 250 CO2 g/km, the tax is equal to 2,000.00 EUR; 

• more than 250 CO2 g/km, the tax is equal to 2,500.00 EUR. 

The tax is paid from the buyer or from who required the enrollment of the new vehicle. 

3. Income taxes – taxable persons 
3.1. Level of deduction of car-related expenses 

For income tax purposes, limits to deductibility of car-related expenses are laid down by the Italian 

Income Tax Code. Car-related expenditure covered by this regulation includes vehicle purchasing costs 

and, consequently, depreciations; the cost of hiring, renting or leasing; vehicle re-fuelling costs; spare 

parts costs; vehicle usage, custody, maintenance repairs and other services costs, including non-

recoverable taxes and insurance. 

Two factors affect the deductibility of car-related expenses: 

• The activity carried out by the company 

• The car use 

In terms of engine power and weight, even if the vehicle is registered as a lorry, they are considered 

cars for tax purposes. It is an anti-avoidance rule that aims to stop certain car registered as lorries 

(e.g., SUV’s) from benefiting from the better tax treatment granted to lorries (i.e., full deductibility). 

3.1.1. Full deductibility 

Full deductibility of car-related expenditure is allowed in the following circumstances: 

• Expenditure related to cars whose use is “exclusively instrumental” to the entrepreneur’s activity 

(e.g., cars used by car rental companies, driving schools), or whose production or trade 

represents the company’s business (e.g., car dealers) 

• Expenditure related to cars used for supplying a public transport service (e.g., taxi) 

3.1.2. Partial deductibility 

3.1.2.1. Cars not granted to employees or granted to employees solely for business use 

Expenses incurred by a company for cars that are not allocated to employees or granted to employees 

solely for business use are deductible only up to 20% of the amount relevant for tax purposes. This 

percentage grows to 80% for business agents and commercial representatives (hereinafter as “business 

agents”) enrolled in business agents’ registers held by local chambers of commerce. 

With the approval of Stability Law 2017 effective from January 1, 2017 the amount relevant for tax 

purposes is determined as follows (the exceeding amount is not deductible): up to 18.075,99 EUR 

(25.822,84 EUR for business agents) of the car purchase price. 

Special thresholds are applicable for rental and leasing agreements. 

3.1.2.2. Cars granted to employees for both business and private purposes for more than half of the 
fiscal year 

For company cars driven by employees for both business and private purposes for more than half of 

the fiscal year, a 70% deductibility of related expenses is granted without any limit.  
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3.1.2.3. Cars granted to employees for both business and private purposes but for less than half of 
the fiscal year 

For cars granted to employees for both business and private purposes, but for less than half of the 

fiscal year, the related expenses are 100% deductible to the extent of the amount regarded as a benefit 

in kind (fringe benefit), taxable at the employee’s level. 

The amount exceeding the fringe benefit is deductible only up to 20% of the amount relevant for tax 

purposes (for the amount relevant for tax purposes please see section 3.1.2.1). 

3.1.2.4. Cars granted to employees exclusively for private use 

For cars granted to employees exclusively for private use, the related expenses are 100% deductible to 

the extent of the amount regarded as a benefit in kind (fringe benefit), taxable at the employee’s level. 

3.1.2.5. Cars granted to directors 

In case of cars granted to directors, the deductibility of related expenses is determined by the use of the 

cars. 

For a car granted to a director for his exclusive private use, the related expenditure is 100% deductible 

to the extent of the amount regarded as a benefit in kind (fringe benefit), taxable at director’s level. 

For a car granted to a director for business and private use, the related expenditure is 100% deductible 

to the extent of the amount regarded as a benefit in kind (fringe benefit), taxable at director’s level. 

Deductibility is allowed since the expenditure is deemed to be a labour cost. 

For the amount exceeding the fringe benefit, the deductibility is limited to 20% of the amount relevant 

for tax purposes (for the amount relevant for tax purposes please see section 3.1.2.1). 

For a car granted to a director solely for business use, up to 20% deductibility is allowed of the amount 

relevant for tax purposes (for the amount relevant for tax purposes please see section 3.1.2.1). 

3.2. Local income tax 

In addition to corporate income tax, companies located in Italy are also subject to a local income tax 

(IRAP), ordinarily levied at 3.9%. 

Since the 2008 fiscal year, car-related expenditures are deductible without the limits applicable for 

local income tax purposes; exceptions apply for cars acquired through a leasing contract, particularly 

the portion of leasing charge corresponding to the interest. 

3.3. Withholding tax for foreign leasing companies 

In the case of cars taken on lease by an Italian business (lessee) from a foreign lessor, a 30% Italian 

withholding tax must be levied on rental fees paid. 

This withholding tax rate may be reduced should a double tax treaty between Italy and the leasing 

company’s foreign country of residence exists. 

The Interests and Royalties Directive is also applicable if certain conditions are met. 

4. VAT 
4.1. General 

For certain categories of goods and services the VAT law provides limits to the deductibility of input 

VAT charged by the suppliers. Cars and other car-related products and services are affected by these 

rules in the way described below. 

Car leasing (either financial or operating), hiring and/or similar contracts are deemed to be a supply of 

services. According to the Italian VAT place-of-supply rules, such services are subject to Italian VAT in 

the following circumstances: 
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• Short-term hiring (under 30) to taxable and non-taxable persons: when the cars are put at the 

disposal of the customer in Italy and are used in the EU; 

• Short-term hiring (under 30) to taxable and non-taxable persons: in the case of cars made 

available outside of the EU and used in Italy; 

• Long-term hiring (more than 30 days) to taxable persons: when the customer is established in 

Italy; 

• Long-term hiring (more than 30 days) to non-taxable persons: when the customer is resident in 

Italy and the service is used in the EU; 

• Long-term hiring (more than 30 days) to non-taxable persons: when the customer is resident 

outside the EU and the service is used in Italy. 

4.2. Deduction 

VAT deduction rules depend on how the car is used by the taxable person or by the company’s 

employees. 

The VAT deductibility restrictions are not applicable to vehicles used exclusively in the course of 

business (burden of proof is critical). 

On the other hand, VAT deduction is limited to 40% if the taxpayer effectively uses the car both for 

business and personal purposes. 

In any case, the provisions of non-deductibility are not applicable to vehicles that are 

• the object of the business activity or 

• used by representatives and sales agents. 

With reference to the expenses related to the usage of motor vehicles, the tax concerning the purchase 

or import (the latter, where applicable) of 

• fuels, 

• lubricants, 

• leasing and hiring services, 

• custody services, 

• maintenance services, 

• repairs and 

• services related to the use, including road transit, 

follows the same VAT deductibility treatment of the vehicles to which these expenses are linked. 

4.3. Cars for private use  

According to Italian VAT laws, supply of services carried out for private use or for aims unrelated to 

the business purpose is subject to VAT. In such a case, if the VAT incurred on the costs sustained for 

their supply is deductible and the transaction has a unitary value higher than 50.00 EUR, the supply 

must be taxed based on the costs incurred. 

This provision is not applicable in case of private use of the vehicles or if the vehicles are placed at 

employee’s disposal for free, provided they have been purchased with a limited VAT deductibility of 

40%, (i.e., no “self-supply” has to be carried out). 
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The rationale behind is that the private use or the use for aims unrelated to business purposes is taxed 

through the partial VAT non-deductibility on purchases. 

4.4. Cars put at employees’ disposal for consideration 

Regarding employers who allow employees to use a company car while charging a certain amount 

(sub-rentals), for example by retaining a sum from the monthly salary, these vehicles are deemed to be 

used exclusively in the course of business and the related VAT incurred by the employers is deductible. 

Regarding sub-rental to employees, if this is lower than the fair value, the taxable basis of the provision 

of the employee with the car has to be at least equal to the amount equivalent to such a value. 

4.5. Supply of cars 

Regarding the supply of goods (vehicles included) whose purchase or import VAT deductibility was 

limited, the taxable basis for these is limited to the deductibility rate applied to their purchase or 

import. As a consequence, the taxable basis of the supply of vehicles whose purchase or import VAT 

deductibility was limited to 40% is likewise limited to 40% of the consideration. 

The supply of second-hand vehicles is subject to the margin scheme in certain cases. 

4.6. Anti-avoidance rule concerning intra-Community purchases of 
cars and import 

In order to avoid carousel frauds with reference to intra-Community acquisitions of cars that are 

subsequently supplied on the national market, the Italian tax authorities have implemented a special 

procedure that ensures the payment of VAT. 

For the first supply of a car subsequent to an intra-Community acquisition in Italy by an Italian taxable 

person, a special form for tax payment (F24-IVA immatricolazione auto UE Elementi identificativi) 

must be used to pay VAT. 

Furthermore, the VAT payment made via the F24-IVA immatricolazione auto UE Elementi 

identificativi form has to be indicated in a special section of the VAT annual return (section 2, box VH 

box VM). 

The original registration and the subsequent transfer deeds of intra-Community purchased vehicles is 

subject to the submission of the F24 form to the competent office showing that VAT has been paid on 

the first internal supply. 

For imported vehicles, the car registration is subject to the submission of the customs certificate 

attesting that VAT has been paid. 

These rules are not applicable for “official” representatives of car manufactures accredited by the 

Italian Ministry of Transport. 

4.7. Tax benefits related to electric and hybrid motor vehicles used by 
disabled persons - new art. 53-bis 

Art. 53-bis of the Collegato Fiscale allows, by amending no. 31 of Table A, Part II, attached to 

Presidential Decree no. 633/1972, the application of the 4% VAT rate to the following transactions: 

1. supplies of motorcycles and motor vehicles with hybrid and electric power if carried out towards 

subjects with reduced or prevented permanent motor skills, blind and deaf-mute persons and to 

family members of whom they are tax dependent; 

2. services provided to the abovementioned subjects by car repair provider to adapt these vehicles, 

even if they are not brand new, including the accessories and tools necessary for their adaptation. 
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In particular, vehicles falling within the scope of this benefit are those: 

1. with a cylinder capacity of up to 2,000 cubic centimeters, if powered by a petrol or hybrid engine; 

2. with a cylinder capacity of up to 2,800 cubic centimeters, if powered by a diesel or hybrid engine; 

3. with a power not exceeding 150 kW, if electrically powered. 

5. Company car 
5.1. Company car in the personal tax return 

Generally, under the Italian personal income tax (IRPEF) and social security laws, goods, services and 

benefits received by an employee, free of charge or at a price lower than “fair market value”, are treated 

as benefit in kind (fringe benefits) subject to the employee’s personal income tax. 

The amount of benefit in kind subject to an employee’s personal income tax and social contribution is 

equal to the fair market value of the right, service or good received (net of any amount charged by their 

employer). Despite this general rule, the benefit in kind received by an employee in connection with a 

car granted to him is determined according to different criteria related to the kind of use that the car 

will be put to (resulting from proper supporting documentation, such as a specific provision of the 

employment contract). 

For a car granted to an employee for their sole private use, the taxable benefit in kind received by the 

employee follows the general rules, being equal to the market value of the goods and services received. 

For a car granted to an employee during the fiscal year for both his business and private use (uso 

promiscuo), the taxable benefit in kind is a lump sum computed as 30% of the “average cost of use” of 

the car, based on an annual mileage of 15,000km. 

The “average cost of use” of the car is determined by official schedules prepared by ACI (Italian 

Automobile Club) and published annually. These schedules provide, for each existing car model, an 

average cost of use (including car depreciation, fuel, oil, tyres, etc.) per kilometre. 

The resulting amount is calculated on a yearly basis. Accordingly, the benefit is calculated for the 

fraction of a year corresponding to its period of use. The use of a company car for the journey to and 

from the workplace is deemed a “private use”. 

Thiese rules remain in force for agreements signed until June 30th, 2020. 

According to art. 1 co. 632-633 of Stability Law 2020, for a car granted to an employee for both his 

business and private use, from July 1st, 2020, the aforementioned percentage, to determinate the 

fringe benefit, depends by the amount of carbon dioxide emissions: 

• if values of CO2 emissions are not higher than 60g/km, the percentage applicable is 25%; 

• if values of CO2 emissions are higher than 60g/km but not than 160g/km, the percentage 

applicable is 30%; 

• if values of CO2 emissions are higher than 160g/km but not than 190g/km, the percentage 

applicable is 40% for year 2020 and 50% from year 2021; 

• if values of CO2 emissions are higher 190g/km, the percentage applicable is 50% for year 2020 

and 60% from year 2021. 

6. Income taxes – drivers’ personal taxation 
6.1. Private use 

The vehicle costs incurred through private use of a vehicle are not deductible in the employee’s 

personal tax return. 
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6.2. Business kilometres 

The expenses refunded by the employer to the employee for the private car (or car hired directly by the 

employee) used for travelling out of the municipality where the work is usually carried out 

• are not taxable in the employees’ personal tax return and 

• are deductible in the employer’s tax return up to the limit per single kilometre cost relating to 

vehicles having maximum of 17 “fiscal horses” (or 20 if the car is diesel) stated by the official 

schedules prepared by the Association of Car Drivers (ACI). 

7. Electric vehicles 
The Stability Law 2019 introduced a deduction from the individuals’ income tax equal to the 50% of 

the cost faced for the installation of charging infrastructures for vehicles powered by electricity. 

8. Legal background 
• D.P.R. 917/1986 (Corporate Income Tax) 

• D.Lgs. 446/1997 (IRAP) 

• D.P.R. 633/1972 (VAT) 

• D.Lgs. 285/1992 (Italian Road Code) 
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Japan 

1. Importation of cars 
1.1. Customs duties 

Passenger automobiles and their parts classified under Chapter 87 of the Customs Tariff Schedules of 

Japan are duty free in general. Numerous components of cars, if imported separately, may be subject 

to positive rates of duty if classified under codes other than those in Chapter 87. 

1.2. Import VAT/sales tax 

On October 1, 2019, the Import Consumption Tax rate was raised from 8% to 10% of customs value 

plus customs duty payable, if any. 

2. Car registration 
2.1. When does a car need to be registered? 

Before driving a car on public road in Japan, a number plate must be obtained by registering the car. 

The following kinds of registration exist: new registration, change registration, transfer registration, 

permanent cancellation registration, cancellation registration for export and temporary cancellation 

registration. 

2.2. Who can register a car? 

A vehicle needs to be registered in the name of the owner of the car, whose permanent address is in 

Japan. The name of the principal user of the car (resident in Japan) is also registered. 

In case of instalment sales contract (e.g. auto-loan) which reserves ownership to the dealer until the 

dealer has received full payment, the vehicle will be registered in the name of the dealer as the legal 

owner of the car. 

2.3. Is a foreign owner allowed to register a vehicle in the country? 

A foreign owner not having a Japanese address is not allowed to register his vehicle in Japan. 

2.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Yes, a vehicle is allowed to be used on public roads in Japan with foreign number plates on the 

condition that the car is registered in one of the signatory countries listed in the Convention on Road 

Traffic before entering into Japan. 

3. Car taxation 
3.1. What are the different car taxes? 

The different car taxes in Japan are as follows: 

• Automobile tax (prefectural) - renamed to "Automobile tax - Classification levy” and adding new 

“Environmental performance levy” (by replacing automobile acquisition tax) on October 1, 2019. 

• Light vehicle tax (municipal) - renamed to "Light vehicle tax - Classification levy” and adding 

new “Environmental performance levy” (by replacing automobile acquisition tax) on October 1, 

2019. 

• Automobile tonnage tax (national) 

• Automobile acquisition tax (prefectural) - abolished on October 1, 2019. 
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3.2. Automobile tax 
3.2.1. Taxable event 

Automobile tax - Classification levy is assessed on those who own the car as of April 1 and also assessed 

upon new automobile registration by monthly instalments. 

Environmental performance levy is assessed on those who acquire the car. 

3.2.2. Taxable person 

Automobile tax - Classification levy is due by the following persons: 

• The car owner as of April 1 

• The buyer of a car 

• The user of a car as of April 1 in case of instalment sales contract with reservation of ownership 

Environmental performance levy is due by the buyer of a car and the new user of a car in case of 

instalment sales contract with reservation of ownership. 

3.2.3. Tax due 

Automobile tax - Classification levy rate: 

Please find hereafter an overview table. 

Automobile tax - Classification levy rate (annual amount) 

Types of motor vehicles Private car 
(before eco-car 
tax break) 

Business (before 
eco-car  
tax break) 

Passenger vehicles 
(engine swept volume) 

Rate in 
parentheses – 
for first-time 
newly registered 
on or before 
September 30, 
2019 

 

• Up to 1,000cc 25,000 JPY 
(29,500 JPY) 

7,500 JPY 

• Over 1,000cc and up to 1,500cc 30,500 JPY 

(34,500 JPY) 

8,500 JPY 

• Over 1,500cc and up to 2,000cc 36,000 JPY 

(39,500 JPY) 

9,500 JPY 

• Over 2,000cc and up to 2,500cc 43,500 JPY 
(45,000 JPY) 

13,800 JPY 

• Over 2,500cc and up to 3,000cc 50,000 JPY 
(51,000 JPY) 

15,700 JPY 

• Over 3,000cc and up to 3,500cc 57,000 JPY 

(58,000 JPY) 

17,900 JPY 

• Over 3,500cc and up to 4,000cc 65,500 JPY 

(66,500 JPY) 

20,500 JPY 

• Over 4,000cc and up to 4,500cc 75,500 JPY 

(76,500 JPY) 

23,600 JPY 

• Over 4,500cc and up to 6,000cc 87,000 JPY 

(88,000 JPY) 

27,200 JPY 
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Automobile tax - Classification levy rate (annual amount) 

Types of motor vehicles Private car 
(before eco-car 
tax break) 

Business (before 
eco-car  
tax break) 

• Over 6,000cc 110,000 JPY 

(111,000 JPY) 

40,700 JPY 

Passenger-freight vehicles (maximum loading capacity and engine swept 
volume) 

Maximum capacity of 4 passengers or more 

Up to 1t (maximum loading capacity) 

• Up to 1,000cc 13,200 JPY 10,200 JPY 

• Over 1,000cc and up to 1,500cc 14,300 JPY 11,200 JPY 

• Over 1,500cc 16,000 JPY 12,800 JPY 

Over 1t and up to 2t (maximum loading capacity) 

• Up to 1,000cc 16,700 JPY 12,700 JPY 

• Over 1,000cc and up to 1,500cc 17,800 JPY 13,700 JPY 

• Over 1,500cc 19,500 JPY 15,300 JPY 

Over 2t and up to 3t (maximum loading capacity) 

• Up to 1,000cc 21,200 JPY 15,700 JPY 

• Over 1,000cc and up to 1,500cc 22,300 JPY 16,700 JPY 

• Over 1,500cc 24,000 JPY 18,300 JPY 

Trucks (maximum loading capacity) 

Maximum capacity of 3 passengers or 
less 

  

• Up to 1t 8,000 JPY 6,500 JPY 

• Over 1t and up to 2t 11,500 JPY 9,000 JPY 

• Over 2t and up to 3t 16,000 JPY 12,000 JPY 

• Over 3t and up to 4t 20,500 JPY 15,000 JPY 

• Over 4t and up to 5t 25,500 JPY 18,500 JPY 

• Tractors (Small) 10,200 JPY 7,500 JPY 

• Tractors (Standard-sized) 20,600 JPY 15,100 JPY 

• Trailers (Small) 5,300 JPY 3,900 JPY 

• Trailers classified as standard-sized motor vehicles 

– Up to 8t 10,200 JPY 7,500 JPY 

– Over 8t and up to 9t 15,300 JPY 11,300 JPY 

– Over 9t and up to 10t 20,400 JPY 15,100 JPY 

– Over 10t and up to 11t 25,500 JPY 18,900 JPY 

Note 1: This is a partial extract of the table of tax rates. 
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Note 2: Eco-car tax break. Generally, a 75% or 50% reduction will be given to certain low-pollution 

vehicles acquired before April 1, 2021. Generally, a 75% reduction will be given to electric vehicles 

acquired before April 1, 2023. Generally, a 15% or 10% increase will be assessed to certain high-

pollution old vehicles. 

Note 3: Environmental performance levy was added in conventional automobile tax and light vehicle 

tax on October 1, 2019 at the time when the consumption tax rate was increased to 10%.  

Environmental performance levy is assessed on those who acquire the car at the price more than 

500,000 JPY and the tax rate is basically ranging from 0% to 3% (or 2% at maximum for car for 

business use and light vehicle) in accordance with the achievement level of fuel economy standard. As 

temporary measures, Environmental performance levy rate was reduced by 1% for private passenger 

car bought during the period from October 1, 2019 to September 30, 2020. 

3.2.4. Tax period 

Automobile tax - Classification levy 

- Annual (fiscal year of 12 months starting from April 1) 

- In case of a new vehicle, automobile tax is prorated for owning period starting from the month 

following the registration and ending March 31.  

- If, however, a vehicle is scrapped during a fiscal year, automobile tax for the remaining period will be 

refunded to the person who owned this vehicle. 

Environmental performance levy 

- Every time a car is acquired by a new owner of that car. 

3.3. Light vehicle tax 
3.3.1. Taxable event 

Light vehicle tax - Classification levy is assessed on those who own motor bicycles and small cars as of 

April 1. 

Environmental performance levy is assessed on those who acquire the car. 

3.3.2. Taxable person 

Light vehicle tax - Classification levy is due by the persons who own motor bicycles and small cars as of 

April 1. 

Environmental performance levy is due by the buyer of a car and the new user of a car in case of 

instalment sales contract with reservation of ownership. 

3.3.3. Tax due 

Light vehicle tax - Classification levy rate:  

Please find hereafter an overview table. 

Light vehicle tax - Classification levy rate (annual amount) 

Types of motor bicycles and small cars Tax Due 

Bicycles with a small engine  

Total displacement  

• 0.05L or less 2,000 JPY 

• 0.09L or less 2,000 JPY 

• Over 0.09L and up to 0.125L 2,400 JPY 

• Mini car 3,700 JPY 

Motor bicycle (Total displacement over 0.25L) 6,000 JPY 

Light car  

• With two wheels  
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(Total displacement over 0.125L and up to 0.25L) 3,600 JPY 

• With three wheels 3,900 JPY (Old rate 3,100 JPY) 

• With four or more wheels 

– For passengers 

o Business use 6,900 JPY (Old rate 5,500 JPY) 

o Private use 10,800 JPY (Old rate 7,200 JPY) 

– For cargo 

o Business use 3,800 JPY (Old rate 3,000 JPY) 

o Private use 5,000 JPY (Old rate 4,000 JPY) 

 

Note 1: Old rates are applied to light cars with three or more wheels that have undergone the first new 

inspection on or before March 31, 2015. 

Note 2: As from the fiscal year starting from April 1, 2016, the applicable tax due was changed to old 

light car as listed below where more than 13 years have passed since new inspection; 

Types of motor bicycles and small cars Tax Due 

Old Light car  

• With three wheels 4,600 JPY 

• With four or more wheels  

– For passengers  

o Business use 8,200 JPY 

o Private use 12,900 JPY 

– For cargo  

o Business use 4,500 JPY 

o Private use 6,000 JPY 

 

Note 2: Eco-car tax break. Generally, a 75%, 50% or 25% reduction will be given to certain low 

pollution light car with three, four or more wheels acquired before April 1, 2021. Generally, a 75% 

reduction will be given to electric vehicles acquired before April 1, 2023. 

Note 3: Environmental performance levy was added in conventional automobile tax and light vehicle 

tax on October 1, 2019 at the time when the consumption tax rate was increased to 10%.  

Environmental performance levy is assessed on those who acquire the car at the price more than 

500,000 JPY and the tax rate is basically ranging from 0% to 3% (or 2% at maximum for car for 

business use and light vehicle) in accordance with the achievement level of fuel economy standard. As 

temporary measures, Environmental performance levy rate was reduced by 1% for private passenger 

car bought during the period from October 1, 2019 to September 30, 2020. 

3.3.4. Tax period 

Light vehicle tax - Classification levy 

- Once a year on April 1. 

Environmental performance levy 

- Every time a car is acquired by a new owner of that car. 
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3.4. Automobile tonnage tax 
3.4.1. Taxable event 

Automobile tonnage tax is levied when automobile owners or users receive a periodical automobile 

inspection certificate or a registration number from a land transport office. 

3.4.2. Taxable person 

Automobile tonnage tax is due by the persons who own or use the car. 

3.4.3. Tax due 

Please find hereafter an overview table. 

Automobile tonnage tax rates 

Types of motor vehicle Inspection period Private car (before 
eco-car tax break) 

Business (before eco-
car tax break) 

Passenger motor     

Vehicles 3 years per 0.5t of 
weight 

12,300 JPY – 

 2 years 〃 8,200 JPY – 

 1 year 〃 4,100 JPY 2,600 JPY 

Buses  1 year per 1t of gross 
weight 

4,100 JPY 2,600 JPY 

Trucks    

Gross vehicle weight    

• 8t or more 1 year 〃 4,100 JPY 2,600 JPY 

• More than 2.5t 2 years 〃 8,200 JPY 5,200 JPY 

 1 year 〃 4,100 JPY 2,600 JPY 

• 2.5t or less 2 years 〃 6,600 JPY 5,200 JPY 

 1 year 〃 3,300 JPY 2,600 JPY 

Special-purpose    

Vehicles 2 years 〃 8,200 JPY 5,200 JPY 

 1 year 〃 4,100 JPY 2,600 JPY 

Small two-wheeled    

motor vehicles 3 years fixed amount 5,700 JPY 4,500 JPY 

 2 year 〃 3,800 JPY 3,000 JPY 

 1 year 〃 1,900 JPY - 

Light motor vehicles    

subject to inspection  3 years 9,900 JPY - 

 2 years 6,600 JPY 5,200 JPY 

Light vehicles not 
subject to inspection 

   

• Two-wheeled  4,900 JPY 4,100 JPY 

• Others  9,900 JPY 7,800 JPY 

Note 1: Eco-car tax break. Certain automobiles having a certain emission performance and fuel-

consumption performance, etc. are eligible for automobile tonnage tax exemption or certain tax rate 

reductions. 
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Note 2: Heavy tax rates are separately prescribed for motor vehicles where 13 or 18 years have elapsed 

since their registration as new vehicles. 

3.4.4. Tax period 

Every time a car is inspected every 1 to 3 years. 

3.5. Automobile acquisition tax 

Automobile acquisition tax was abolished (but new Environmental performance levy is added in 

automobile tax and light vehicle tax) on October 1, 2019 when the consumption tax rate was increased 

to 10%. 

4. Income taxes – Taxable persons 
For individual entrepreneurs, there is no particular limitation or range for deduction of monthly 

operating lease or rental costs, interest and fuel costs necessary for performing business activities 

when calculating business income. The acquisition cost (including total costs for financial lease) of car 

is capitalised as a tangible fixed asset and should be depreciated over its statutory life year. 

5. VAT/sales tax 
5.1. General 

Japanese consumption tax (JCT) at the flat rate of 10% (effective from October 1, 2019, as increased 

from 8%) is, in principle, due on most supplies of goods and/or services in Japan. For taxable 

enterprises, with a right to deduct JCT, the input JCT incurred for their taxable purchases in respect of 

their economic activity can, in principle, be deducted to 100%. 

5.2. Deduction 

However, if more than 5% of total sales consist of supplies that are non-taxable without credit, input 

JCT allocated to such non-taxable without credit (using either the itemised method or proportional 

method) cannot be credited against output JCT. 

Also, when a taxable enterprise has taxable supplies during the current period exceeding 500M JPY, 

input JCT allocated to non-taxable sales without credit cannot be credited against output JCT from the 

tax year beginning on or after April 1, 2012 (i.e., from 2013 if its fiscal year-end is December 31). 

5.3. Hire purchase: Supply of goods? 

For JCT purposes a hire purchase in Japan (i.e., purchasing goods by instalment payments) is a supply 

of goods whereby the taxable amount is, in principle, the total sum of instalment payments over time. 

5.4. Leasing: Supply of services? 
5.4.1. Financial lease contract 

A financial lease contract (on the condition that the lease contract is non- cancellable and the total 

amount of lease fee exceeds 90% of the acquisition cost of leased asset) concluded on or after April 1, 

2008 will be deemed as buy-sell of goods (not supply of services) at the beginning of the lease period 

for corporate tax and JCT purposes in principle. 

However, on the condition that the amount of interest is explicitly stated on the financial lease 

contract, such amount of interest must be considered as remuneration of an exempt financial service 

and must not be included in the taxable amount for the financial lease. Otherwise, the finance cost 

needs to be included in the taxable amount of the lease for JCT purposes. 

For a lessee, input JCT on the total amount of the lease fee (for assets delivered in Japan to the lessee) 

could be recoverable at the beginning of the lease period. 

5.4.2. Operating lease contract 

Operating leases of assets (that is a lease other than the financial lease in general) delivered in Japan 

to the lessee are subject to JCT as leasing of the goods (not supply of services). 
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6. Company car 
6.1. VAT/sales tax due on private use of company cars 

The private use of a company car by an employee is treated as a benefit in kind granted to the 

employee, which is out of scope from JCT if the employee pays no contribution. 

The private use of a company car by an employee is treated as a taxable leasing of the goods (not 

supply of services) if the employee pays a contribution. 

6.2. Company car in personal tax returns – benefit in kind 

The use of company cars for business use would not be treated as taxable income. However, if an 

employee uses a company car mainly for private use and the employee pays no contribution, the 

benefit in kind derived from such private use of the company car would be treated as taxable salary to 

the employee for individual income tax purposes. Also, cash allowances provided for the purchase or 

rental of a car for private use would be treated as taxable salary to the employee. 

6.3. Other taxes on company cars 

A social insurance premium is due on fair market value of gasoline for private use of a company car by 

an employee if the employee pays no contribution. This premium is payable by the employer and 

employee on an about 50-50 basis. 

The employer’s portion of the social insurance premium is a tax-deductible business expense in the 

hands of the employer. 

7. Income taxes – Drivers’ personal taxation 
In Japan, the deduction of private car costs is not allowed in the personal tax return. 

7.1. Private use 

The car costs made in respect of the private use of a car are not deductible in the employee’s personal 

tax declaration. 

7.2. Commuter traffic 

The deduction of car costs in respect of commuting is, in principle, not allowed in the personal tax 

return. 

For salaried/employed workers who use their private cars to commute, a non- taxable limitation for 

monthly commuting allowances from the employer is prescribed under the income tax law according 

to the commuting distance in one direction: 

Distance for commuting in one direction Non-taxable limitation for commuting allowance 
per month 

Less than 2km Fully taxable 

2km or more and less than 10km 4,200 JPY 

10km or more and less than 15km 7,100 JPY 

15km or more and less than 25km 12,900 JPY 

25km or more and less than 35km 18,700 JPY 

35km or more and less than 45km 24,400 JPY 

45km or more and less than 55km 28,000 JPY 

55km or more 31,600 JPY 
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8. Selling a car 
8.1. Taxable persons 

When a taxable person sells a car, in general JCT needs to be charged on the selling price. 

Also, when a taxable person buys a car from a person (irrespective from a taxable person or private 

person), the gross amount paid for buying a car is deemed as including JCT and thus the taxable 

person could take an input JCT credit for the purchase. 

A taxable person is generally required to collect output JCT on its taxable sales in Japan and to pay 

input JCT on its taxable purchases in Japan. In determining its JCT liability, the taxable person can 

subtract the amount of input JCT it paid against the amount of output JCT it collected. The net amount 

of JCT payable or refundable is then reported on its JCT final return. 

When the car is exported upon its sale (to a taxable person or private person), the export supply can be 

exempt from JCT. 

8.2. Private individuals 

A private person does not need to charge JCT upon the sale of the car. The private person cannot 

recover any part of the JCT paid on the purchase of the car. 

9. Future developments 
Given that certain reductions of automobile tax and light vehicle tax will be limited to electric vehicles, 

etc. as from April 1, 2021, the Japanese government seems to be focusing on promoting the spread of 

EV towards greener environment. 

10. Legal background 
• Direct tax legislation (Corporation Tax Law and Income Tax Law) 

• Indirect tax legislation (Consumption Tax Law, Automobile Tonnage Tax Act, Local Tax Act) 

• Customs Tariff Act 

• Road Transport Vehicle Act 

• Other 
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Latvia 

1. Car registration 
1.1. When does a car need to be registered? 

All vehicles must be registered at the Road Traffic Safety Directorate within five days of acquisition or 

import into Latvia. 

If a light vehicle registered in a foreign state is used by a person whose permanent place of residence 

(location for a legal entity) is Latvia, vehicle exploitation tax has to be paid. Tax rate is set according to 

the days vehicle is used in Latvia. Regarding all previous authorizations that was issued before are 

invalid from 01.01.2017. 

The Latvian Road Traffic Safety Directorate provides registration and technical supervision of road 

vehicles. The tax can be paid in state budget using the following link - https://e.csdd.lv/arvtlizmnod/ 

The period of five days should not be exceeded to register the vehicle from the day of entering the 

country. The period of five days also applies to registration of any change in the ownership of the 

vehicle or other changes.  

A lot of useful information may be found at The Latvian Road Traffic Safety Directorate web site, using 

the following link – https://www.csdd.lv/en/ 

1.2. Who can register a car? 

A vehicle needs to be registered in the name of its owner (individual or legal entity). If a vehicle has 

several owners, it shall be registered in the name of a co- owner – an individual or legal entity – upon 

mutual agreement of all co-owners. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

A foreign individual (EU citizen or non-EU citizen with a temporary residence permit) is allowed to 

register his vehicle in Latvia. 

A foreign legal entity (for example, leasing company) is allowed to register its vehicle in Latvia if the 

actual user (for example, lessee) of a car is a Latvian resident. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Yes, within three months of acquisition or import into Latvia. Motor vehicles temporary brought in, 

and which remain in Latvia for more than three months and participate in road traffic, should be 

registered in the Road Traffic Safety Directorate. 

2. Car taxation 
2.1. What are the different car taxes? 

The following taxes are due in Latvia (subject to several conditions): 

• Vehicle exploitation tax  

• Enterprise light vehicles tax 

• Natural resource tax 

• Value-added tax 

https://e.csdd.lv/arvtlizmnod/
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2.2. Vehicle exploitation tax 
2.2.1. Taxable event 

All vehicles, except tractor-type machinery, the trailers and semi-trailers of cars whose gross weight 

does not exceed 3500 kilograms, trams, trolleybuses, off-the-road vehicles, snow motorcycles, mopeds 

and bicycles, shall be applicable with the vehicle exploitation tax. 

Vehicle exploitation tax is payable annually before the roadworthiness test. 

2.2.2. Taxable person 

Vehicle exploitation tax is payable by any individual or legal entity that has a registered vehicle in 

Latvia and is its holder or owner. 

2.2.3. Tax due 

Vehicle exploitation tax for motorcycles, tricycles and quad bikes that were first registered after 

January 1, 2005, and for which the vehicle registration certificate contains information on the engine 

volume, is paid according to its engine volume in cubic centimetres in the following amount: 

• Up to 500cc – 17.07 EUR 

• From 501cc to 1,000cc – 34.15 EUR 

• From 1,001cc to 1,500cc – 51.22 EUR 

• More than 1,500cc – 68.30 EUR 

Road tax for motorcycles, tricycles and quad bikes that were first registered before January 1, 2005 is 

35.57 EUR. 

Vehicle exploitation tax for cars that were first registered after January 1, 2009 is calculated by 

applying following tax rates related to particular amount of carbon dioxide (CO2) emission in grams 

(g) per kilometers (km). 

1) Up to 50 g per 1 km – 0 EUR; 

2) From 51 g to 95 g per 1 km – 12 EUR; 

3) From 96 g to 115 g per 1 km – 48 EUR; 

4) From 116 g to 130 g per 1 km – 84 EUR; 

5) From 131 g to 155 g per 1 km – 120 EUR; 

6) From 156 g to 175 g per 1 km – 144 EUR; 

7) From 176 g to 200 g per 1 km – 168 EUR; 

8) From 201 g to 250 g per 1 km – 264 EUR; 

9) From 251 g to 300 g per 1 km – 408 EUR; 

10) From 301 g to 350 g per 1 km – 552 EUR; 

11) More than 351 g per 1 km – 756 EUR. 

Additionally, if vehicles engine volume exceeds 3500 cc additional 300 EUR tax has to be paid.  

If there is no information about CO2 emission amount for the particular vehicle, vehicle exploitation 

tax is paid in the following order –  
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Vehicle exploitation tax for cars that were first registered after January 1, 2005 is calculated by adding 

together the amounts that are computed by applying the rates according to the laden weight, engine 

volume and maximum power of the car. 

The following tax rates apply based on laden weight: 

• Up to 1,500kg – 15 EUR 

• From 1,501kg to 1,800kg – 32 EUR 

• From 1,801kg to 2,100kg – 55 EUR 

• From 2,101kg to 2,600kg – 70 EUR 

• From 2,601kg to 3,000kg – 84 EUR 

• From 3,001kg to 3,500kg –97 EUR 

• More than 3,501kg – 110 EUR 

The following tax rates apply based on the engine volume: 

• Up to 1,500cc – 9 EUR 

• From 1,501cc to 2,000cc – 23 EUR 

• From 2,001cc to 2,500cc – 37 EUR 

• From 2,501cc to 3,000cc – 55 EUR 

• From 3,001cc to 3,500cc – 91 EUR 

• From 3,501cc to 4,000cc – 160 EUR 

• From 4,001cc to 5,000cc – 228 EUR 

• More than 5,000cc – 297 EUR 

The following tax rates apply based on the maximal engine power: 

• Up to 55kW – 9 EUR 

• From 56kW to 92kW – 23 EUR 

• From 93kW to 129kW – 37 EUR 

• From 130kW to 166kW – 55 EUR 

• From 167kW to 203kW – 91 EUR 

• From 204kW to 240kW – 160 EUR 

• From 241kW to 300kW – 228 EUR 

• More than 300kW – 297 EUR 

Vehicle exploitation tax for cars that were first registered before January 1, 2005 is paid according to 

its laden weight in the following amount: 

• Up to 1,500kg – 38 EUR 

• From 1,501kg to 1,800kg – 81 EUR 

• From 1,801kg to 2,100kg – 137 EUR 
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• From 2,101kg to 2,600kg – 174 EUR 

• From 2,601kg to 3,000kg – 210 EUR 

• From 3,001kg to 3,500kg – 242 EUR 

• More than 3,501kg – 274 EUR 

Vehicle exploitation tax for buses is paid according to its laden weight in the following amount: 

• Up to 1,500kg – 17.07 EUR  

• From 1,501kg to 1,800kg – 34.15 EUR 

• From 1,801kg to 2,100kg – 64.03 EUR 

• From 2,101kg to 2,600kg – 76.84 EUR 

• From 2,601kg to 3,500kg – 102.45 EUR 

• From 3,501kg to 12,000kg – 110.98 EUR 

• More than 12,001kg – 145.13 EUR 

Vehicle exploitation tax for trucks whose laden weight is less than 12,000kg is paid according to its 

laden weight in the following amount: 

• Up to 1,500kg – 36 EUR 

• From 1,501kg to 1,800kg – 72 EUR 

• From 1,801kg to 2,100kg – 138 EUR 

• From 2,101kg to 2,600kg – 165 EUR 

• From 2,601kg to 3,500kg – 219 EUR 

• From 3,501kg to 12,000kg – 156 EUR 

Vehicle exploitation tax for trucks whose laden weight is more than 12,000kg (excluding towing 

vehicles) is paid according to the number of axles and their suspension type. The rates are set out in 

following table according of the “Vehicle exploitation tax and enterprise light vehicle tax”. 

No. Number of 
axles on the 

goods vehicle 

Gross weight of the goods 
vehicle (kg) 

Rate of the tax (EUR) 

driving axle 
pneumatic 
suspension 

driving axle 
mechanical 
suspension 

1. 2 axle 12 001 — 15 000 170.74 170.74 

more than 15 000 170.74 277.46 

2. 3 axle 12 001 — 21 000 170.74 170.74 

21 001 — 23 000 170.74 221.97 

more than 23 000 221.97 345.76 

3. 4 axle and 
more 

12 001 — 25 000 170.74 170.74 

25 001 — 27 000 170.74 230.51 

27 001 — 29 000 230.51 362.83 

more than 29 000 362.83 537.85 
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Vehicle exploitation tax for towing vehicles is calculated depending on the vehicle’s driving axle 

suspension form: 

• Axles with air suspension – 170.74 EUR 

• Axles with mechanical suspension – 256.12 EUR 

Vehicle exploitation tax for sidecars and semi sidecars is set out in appendices 2 and 3 of the “Vehicle 

exploitation tax and enterprise light vehicle tax” law. 

The vehicle exploitation tax for single-axle trailers and single-axle semi-trailers shall be EUR 59.76.  

If the vehicle exploitation tax for a two-axle, three-axle or multi-axle trailer has not been paid in the 

preceding calendar years, the vehicle exploitation tax rate shall be calculated for the preceding 

calendar years, assuming that the trailer had been towed by a three-axle goods vehicle, which had the 

driving axle mechanical suspension.  

If the vehicle exploitation tax for a two-axle, three-axle or four-axle semi-trailer has not been paid in 

the preceding calendar years, the vehicle exploitation tax rate shall be calculated for the semi-trailer 

for the preceding calendar years, assuming that the semi-trailer had been towed by a three-axle 

tractive unit, which had the driving axle mechanical suspension. 

There are several exemptions from tax that are set in “Vehicle exploitation tax and enterprise light 

vehicle tax” law. Some of the exemption examples are. If a car, motorcycle, tricycle or qua bike, the 

owner, holder or driver of which is a disabled person. The exemption shall be applied for one 

abovementioned vehicle registered in the ownership, holding or possession of this person. A vehicle, the 

owner, holder or driver of which is a representative of a diplomatic, consular or international 

organization or a person who has diplomatic or consular privileges and immunities. A vehicle which is 

registered as an operative vehicle. 

Vehicle exploitation tax on foreign registered M1 and N1 category cars in road traffic is paid according 

to the car for the period: 

• Per day – 10 EUR; 

• For the month – 250 EUR; 

• For six months – 600 EUR; 

• For the year – 1000 EUR. 

2.3. Natural resource tax 
2.3.1. Taxable event 

This tax should be paid for cars that have been registered for the first time in Latvia and to which the 

Management of End-of-Life Vehicles Law applies. 

2.3.2. Taxable person 

All individuals and legal entities in whose name the cars and motorcycles are registered in Latvia. 

2.3.3. Tax due 

The amount of tax is 55 EUR. 

2.4. Value-added tax 

See section 4. 

2.5. Enterprise light vehicles tax 

See section 6. 
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3. Income taxes – Taxable persons 
For company income taxes see section 6. For personal income taxes see Section 7. 

4. VAT 
4.1. General 

Latvian VAT at the standard rate of 21% is, in principle, due on most supplies of goods and/or services. 

VAT is also payable on the intra-Community acquisition of a new means of transport performed by a 

non-taxable person. A new means of transport is a motor vehicle that has been used for less than six 

months or has travelled less than 6,000km. 

4.2. Deduction 

The Latvian VAT Act states that input VAT is fully non-deductible for taxable persons for the purchase 

and lease of passenger cars with up to eight seats apart from the driver’s seat value if such vehicle 

corresponds to the definition of representative vehicle that is laid down in Latvian Corporate Income 

Tax Law. 

The same applies to maintenance-related expenses. 

However, there are exemptions when input VAT can be deducted in full for taxable persons with a 

right to deduct VAT. The exemptions are when 

• a taxable person purchases, rents or imports passenger cars for such taxable transactions as 

– passenger traffic for reward, including taxi services, 

– car rental services, 

– cars for sale or hire-purchase (leasing) transactions, 

– goods transport services, 

– driving skills training, 

– security services; 

• a passenger car is emergency vehicle; 

• a passenger car is used as an authorized vehicle dealer’s demonstrations car. 

4.3. Leasing 

Latvian VAT law defines two types of transactions: hire purchase (financial lease) and operating lease. 

4.3.1. Financial lease 

A financial lease is a supply of goods in which the lessor delivers the use of a particular asset to the 

lessee under a hire-purchase agreement for an agreed period in exchange for agreed lease payments, 

stating that the ownership passes to the lessee only when he has made all payments specified by the 

agreement (close ended contract). 

Latvian VAT law requires automatic transfer of ownership at the end of financial lease. Thus, a specific 

transaction may not qualify as a financial lease for VAT purposes even if the agreement passes all risks 

and rewards to the lessee. Even if the lessee has an option to buy the equipment but ownership will not 

automatically pass to the lessee after he has paid all agreed payments, the agreement does not qualify 

as financial lease. 

The amount of interest must be considered as remuneration of an exempt financial service and must 

not be included in the taxable amount for the financial lease. 
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The VAT due on the market value of the lease object must be paid to the VAT authorities when the car 

is put at the disposal of the lessee. 

4.3.2. Operating lease 

An operating lease (a lease agreement for VAT purposes) is an agreement that does not provide for 

automatic transfer of ownership. As a result, there may be a different treatment for VAT and 

accounting purposes (see the accounting section). An operating lease is treated as a supply of service. 

According to Latvian VAT law, in hiring out all means of transport other than short-term hiring the 

service is treated as supplied where the customer has established his business. The place of supply of 

short-term hiring of means of transport is the place where the means of transport is actually put at the 

disposal of the customer. 

The VAT due on a lease in which the supplier is obliged to account for VAT must be paid to the VAT 

authorities when the service is supplied and an invoice issued. 

5. Company car 
5.1. VAT due on private use of company cars 

Latvian VAT law limits input tax recovery to 50%. Input tax can be recovered as long as a taxable 

person can support the use of car for business purposes, e.g., with route sheets. In general, Latvian 

taxable persons treat any cost associated with the acquisitions or use of cars as business cost. The only 

exemption is if the employer (a taxable person) itself sets a limit on use of cars and withholds the 

amount in excess from the employee’s salary. In this case the excess amount is treated as private use 

and the VAT incurred on it is not deductible as input tax. 

5.2. Company car – Income taxes 
5.2.1. Luxury cars 

There are restrictions for representative vehicles, or any vehicles not used directly connected to the 

commercial activities in Latvia – the cost incurred of such vehicles are seen as non-business related 

expensed (deemed profit distribution), which are subject to corporate income tax of 20%, for example 

• the expenditures (including input VAT), which are associated with the operation and 

maintenance of luxury cars; 

• lease or hire-purchase payments, which are associated with the lease of luxury cars; 

A representative vehicle is a passenger car which value exceeds 50 000 EUR, in which the number of 

seats not counting the driver’s seat does not exceed eight seats, as well trucks (N1 category) with laden 

weight up to the 3000 kg and which has more than 3 seats excluding driver’s seat that corresponds to 

the definitions of representative vehicles laid down in Latvian Corporate Income Tax law. 

5.2.2. Private use 

Generally, when an employer puts a company car at the disposal of an employee for business purposes, 

such costs are not seen as subject to company income tax and are not subject to payroll taxes in the 

hands of the employees. Kilometers used for commercial purposes must be supported with route sheets. 

Costs associated with the acquisition of a car (excluding a luxury car) and its maintenance are not 

subject to CIT, providing the company has paid enterprise light vehicle tax. 

5.3. Enterprise light vehicles tax 
5.3.1. Taxable event 

This tax should be paid annually before the roadworthiness test for passenger cars whose seating 

capacity, excluding the driver’s seat, is not more than eight seats and that are registered in a company’s 

name, or for which company is registered as holder, or which are used on a contract basis or borrowed. 

As well trucks with laden weight up to 3000 kg and which has more than three seats excluding drivers’ 

seat.  
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5.3.2. Taxable person 

All legal entities (including Latvian branches of foreign entities) in whose name cars are registered. 

5.3.3. Tax due 

Enterprise light vehicles tax for cars which are first registered after January 1, 2005 is calculated at a 

rate depending on car engine volume: 

• Up to 2,000cc – 29.00 EUR per month; 

• From 2,001cc to 2,500cc – 46.00 EUR per month; 

• More than 2,500cc – 62.00 EUR per month. 

Enterprise light vehicles tax for cars which are first registered before January 1, 2005 is 46. EUR per 

month. 

If cars are used only for business needs (income from car leasing and selling is not less than 90% of 

total company turnover) they are exempt from this tax 

6. Income taxes – Drivers’ personal taxation 
The costs incurred in respect of the private use of a vehicle are not deductible in the personal income 

tax return. 

7. Electric vehicles 
Vehicles with electric engines do not need to pay vehicle exploitation tax. Enterprise light vehicles tax 

for vehicles with electric engines is 10.00 EUR per month. 

8. Future developments 
No amendments planned. 

9. Legal background 
• “Vehicle exploitation tax and enterprise light vehicle tax” law 

• Natural Resource Tax Law 

• Value Added Tax Law 

• Company Income Tax Law 

• Law “On Personal Income Tax” 
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Lithuania 

1. Car registration 
1.1. When does a car need to be registered? 

Any car which is used in Lithuania by a resident individual or Lithuanian legal entity should be 

registered before the actual usage of the car. 

1.2. Who can register a car? 

A vehicle may be registered in the name of the vehicle owners or operators listed below: 

• An individual whose permanent place of residence is Lithuania or a legal person which is 

registered in Lithuania. Under certain conditions a vehicle can be registered in the name of the 

foreign individual (registered as a taxpayer in Lithuania) or a foreign legal person.  

• Companies, institutions, organizations registered in the Republic of Lithuania. 

• A representative office of the foreign company. 

• Legal person who is registered in the taxpayer register in Lithuania. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes. The registration of the vehicle in the name of a foreign owner is possible only if he has declared a 

place of residence or registered as a taxpayer in Lithuania (foreign individual).  

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Yes, for vehicles registered abroad (outside Lithuania) foreign number plate can be used for up to 30 

days in Lithuania; in case when foreign owner of vehicle registered in the country of EEA is moving to 

live in Lithuania, foreign number plate can be used for up to 6 months prior the registration of the 

vehicle in  Lithuania. Also, there is a possibility to drive a car registered in the European Economic 

Area (EEA) country for unlimited time. If the car is registered in a non-EEA country, it must be 

registered in Lithuania if the owner lives in Lithuania for more than 90 days per year. Foreigners 

arriving outside of the EEA by a car registered in that country and planning to reside in Lithuania must 

register the car within 30 days after received residence permit and declared place of residence in 

Lithuania. 

In general, vehicles registered abroad have a temporary permission to participate in public traffic in 

Lithuania up to 90 days. Such vehicle which arrived in the Republic of Lithuania from another country 

must be marked with the distinguishing sign of the country in which it is registered if this mark is not 

in the number plate. Distinguishing marks of vehicles registered outside Lithuania are determined by 

international agreements.  

2. Car taxation 
2.1. What are the different car taxes? 

Following the registration of a car and its use on public roads in Lithuania, several taxes become due: 

• Vehicle tax 

• Vehicle user tax 

• Vehicle registration tax (from July 1, 2020, please see section 2.4)  
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2.2. Vehicle tax 
2.2.1. Taxable event 

Registration and operation of heavy vehicles (with total weight exceeding 12 tones, dedicated solely for 

freight transport) and trailers registered and operated in Lithuania. 

2.2.2. Taxable person 

The owner or the user of the vehicle. 

2.2.3. Tax due and period 

The tax depends on the maximum allowed weight, category and class of a vehicle as well as its axle 

suspension system. 

The tax should be paid directly to the account of the Lithuanian Tax Authorities before the date of 

compulsory maintenance inspection. 

Category and class of a 
vehicle 

Type of axle 
suspension system 

Maximum allowed 
weight, t 

Tariff, EUR 

N2 and N3 - heavy 
vehicles, O4 - trailers 

Pneumatic 12 – 13 86 

13 – 14  92 

14 – 15  98 

15 – 16  127 

16 – 17  133 

17 – 18 139 

18 – 19  144 

19 – 20 150 

20 – 21  156 

21 – 22  162 

22 – 23 167 

23 – 24  237 

24 – 25  243 

25 – 26  249 

26 – 27  254 

27 – 28 260 

28 – 29  266 

29 – 30  376 

30 – 31  382 

31 – 32 388 

32 – 33 393 

33 – 34 535 

34 – 35 541 

35 – 36 547 

36 – 37 553 

37 – 38 558 

38 – 39 564 
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39 – 40 570 

Other  12 – 13 127 

13 – 14 133 

14 – 15 139 

15 – 16 286 

16 – 17 292 

17 – 18 298 

18 – 19 304 

19 – 20 309 

20 – 21 315 

21 – 22 321 

22 – 23 327 

23 – 24 376 

24 – 25 382 

25 – 26 388 

26 – 27 393 

27 – 28 399 

28 – 29 405 

29 – 30 558 

30 – 31  564 

31 – 32 570 

32 – 33 576 

33 – 34 735 

34 – 35 741 

35 – 36 747 

36 – 37 753 

37 – 38 758 

38 – 39 764 

39 - 40 770 

N3+O4 - combined 
trailers 

Pneumatic 40 – 41 654 

41 – 42 666 

42 – 43 680 

43 – 44 695 

Other 40 – 41 967 

41 – 42 984 

42 – 43 1 013 

43 – 44  1 042 
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Moreover, there are additional fees for the vehicles exceeding the maximum authorised axle load and 

for vehicles exceeding the maximum dimensions. The fee depends on the centimetres and tonnes 

exceeded and the period and place where cargo is transported. 

The fees for the vehicles exceeding the maximum authorised axle load and for vehicles exceeding the 

maximum dimensions are provided in the tables below. 

Maximum allowed 
overweight, t 

 

Tariffs, EUR 

One-time, 10 km Monthly 

Heavy vehicles or 
their 
combinations 

Heavy tractors 
and self-propelled 
vehicles or their 
combinations 

Heavy vehicles or 
their 
combinations 

Heavy tractors 
and self-propelled 
vehicles or their 
combinations 

0.6 – 1.0 0.69 0.23 121 40 

1.1 – 1.5 1.39 0.46 243 81 

1.6 – 2.0 2.08 0.69 364 121 

2.1 – 3.0 3.66 1.22 641 214 

3.1 – 4.0 5.90 1.96 1 033 344 

4.1 – 5.0 8.34 2.78 - - 

5.1 – 6.0 10.42 3.47 - - 

6.1 – 7.0 12.51 4.17 - - 

7.1 – 8.0 15.98 5.32 - - 

 

Maximum allowed over-measure, cm Tariffs, EUR 

Height Width Length 
One-time, 10 

km 
Monthly Yearly 

- 10 - 20 - 1.44 168 844 

11 - 30 21 - 60 101 – 300 1.76 206 1 031 

31 - 50 61 - 100 301 - 500 2.14 246 1 245 

- 101 - 145* 501 - 750* 2.40 - - 

*On the roads of state importance (category I) with a central reservation. 
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When exceeding maximum measurements mentioned in the above table, a one-time tariff (M) is 

applied and calculated as follows: 

an additional charge of EUR 0.28 (K1) shall be added to the amount of the fee indicated in the above 

table in “one-time, 10 km” (K) for every 10 centimeters (X1) for height and 10 centimeters (X2) for 

width or 1 meter (X3) for length, multiplied by the multiplier of 1.5: 

M = K + (K1 × XX × 1.5) where XX = X1 or X2 or X3. 

Additionally, there are fees for the vehicles exceeding the maximum authorised total load. 

Maximum allowed 
overweight, t 

Heavy vehicles or their combinations 
Heavy tractors and 

self-propelled vehicles 
or their combinations 

One-time tariff for 
each ton in excess 

for 10 km 
Monthly tariffs, EUR 

One-time tariff for 
each ton in excess for 

10 km 

1.0 – 20.0 1.15 144 0.17 

21.0 – 40.0 1.33 - 0.21 

> 40 1.73 - 0.34 

 

2.3. Vehicle user tax 
2.3.1. Taxable event 

Operation of vehicles (registered in Lithuania and in other countries) with more than eight passenger 

seats, excluding the driver (including microbuses and buses), vehicles used for freight transport, and 

other special vehicles used for other special functions on the main roads of Lithuania. 

2.3.2. Taxable person 

The owner or the user of the vehicle. 

2.3.3. Tax due and period 

The tax depends on the type of vehicle and the period of driving on main roads. 

The tax is paid by purchasing a vignette, which is valid for one day, one week, one month or one year. 

Vehicle type, category 
(class and group), 
maximum allowed 

weight, emission class 

Tariffs, EUR 
Yearly Monthly Weekly 

D
a

il
y

 

EURO 
IV and 

less 
polluting 

EURO 
0, I, 

II, III 

EURO 
IV and 

less 
polluting 

EURO 
0, I, 

II, III 

EURO 
IV and 

less 
polluting 

EURO 
0, I, 

II, III 

B
u

se
s 

M2 More than 
8 passen-
ger seats, 
maximum 
allowable 
weight <5 
t 

304 28 14 6 

M3 
(A, 
B) 

More than 
8, less 
than 22 
passenger 
seats, 
maximum 
allowable 
weight >5 
t 

550 52 26 11 

M3 
(I 

More than 
22 passen-
ger seats 

753 75 37 11 
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– 
III) 

F
re

ig
h

t 
v

eh
ic

le
s 

a
n

d
 t

h
ei

r 
co

m
b

in
a

ti
o

n
s 

N1 Maximum 
allowable 
weight up 
to 3.5 t 

304 28 14 6 

N2 Maximum 
allowable 
weight 
from 3.5 t 
to 12 t 

550 753 52 75 26 37 11 

N3 Maximum 
allowable 
weight 
from 12 t 

753 1 071 75 107 37 52 11 

N1 
– 

N3 

Maximum 
allowable 
weight up 
to 16 t, 
when 
owner is 
an 
agrobusi-
ness entity 

304 28 14 6 

V
eh

ic
le

s 
o

f 
sp

ec
ia

l 
p

u
rp

o
se

 M2 
– 

M3 
N1 
– 

N3 

Vehicle 
used to 
perform 
special 
functions 
with 
certain 
equipment 

347 28 14 6 

 

2.4. Vehicle registration tax (from July 1, 2020) 
2.4.1. Taxable event 

CO2 emissions of vehicle when registering class M1 or N1 motor vehicles in Lithuania.  

M1 is a vehicle class for the carriage of passengers with 8 or less seats for passengers and 1 seat for the 
driver.  

N1 is a cargo vehicle class where: 

• total mass of loaded vehicle does not exceed 3,5 t; 

• the vehicle has no more than two rows of seats; 

• the cabin of the vehicle must be separated from the cargo section.  

The tax does not apply to unregistered vehicles that are being temporary registered for the purpose of 
leaving Lithuania. Also, it does not apply when registration is done just for the purpose of vehicle 
owner name change, when the factual owner of the vehicle does not change. 

2.4.2. Taxable person 

The owner or the user of the vehicle. 

2.4.3. Tax due and period 

The tax shall be paid prior to the registration of the motor vehicle in the Road Vehicle Register. 

The tax depends on CO2 emission and fuel type of the vehicle. Additionally, tax is multiplied by the 

consumer price index coefficient for the tax year. 
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Consequently, if such vehicle was deregistered and left Lithuanian territory in less than 90 days from 

the first registration in the Road Vehicle Register, upon submission of supporting evidence tax shall be 

returned in accordance with the procedure stated by the Minister of the Interior.  

Motor vehicle registration fee rates 

CO2 emissions, g/km Tariffs by fuel (hybrid type), EUR 

from to 
diesel 

(diesel/gas, 
diesel/electric)  

petrol 
(petrol/electric) 

gas (petrol/gas, petrol/ethanol, 
petrol/gas/electric, 

petrol/ethanol/gas, gas/electric, 
ethanol, ethanol/gas) 

0 115 0 0 0 

116 130 0 0 0 

131 140 30 15 13.5 

141 150 60 30 27 

151 160 90 45 40.5 

161 170 120 60 54 

171 180 150 75 67.5 

181 190 180 90 81 

191 200 210 105 94.5 

201 210 240 120 108 

211 220 270 135 121.5 

221 230 300 150 135 

231 240 330 165 148.5 

241 250 360 180 162 

251 260 390 195 175.5 

261 270 420 210 189 

271 280 450 225 202.5 

281 290 480 240 216 

291 300 510 255 229.5 

over 300 540 270 243 

 

3. Income taxes – taxable persons 
For direct tax purposes, all costs relating to all types of vehicles are 100% deductible provided that the 

vehicles are used only for business purposes. 

4. VAT 
4.1. General 

The Lithuanian standard VAT rate is 21%. 

4.2. Deduction 

Input or import VAT is not deductible on a passenger car designed for the transportation of not more 

than eight persons (excluding the driver), or a motor vehicle of the said class attributed to the category 

of off-road vehicles, provided this car is not supplied (re-sold) or leased, or it is not used to provide 

services of passenger transport for reward. However, the non-deductible VAT is deductible for profit 

tax purposes. 

The same limitations shall apply to the deduction of input VAT on the lease of cars of the specified 

categories. These limitations shall not apply to motor vehicles subject to specific classification. 
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4.3. Leasing 

The financial lease is deemed to be a supply of goods. The taxable moment is the transfer of a vehicle. 

The operational lease is deemed to be a supply of services. The taxable moment is the time of issue of 

the monthly VAT invoice. 

5. Company car 
5.1. VAT due on private use of company cars 

Provided that the input VAT on a company car is non-deductible, a company has no obligation to 

calculate output VAT on its private use. 

5.2. Company car – income taxes 

Expenses related to depreciation, maintenance and repair, fuel, etc., for private use of company cars 

may be treated as deductible for profit tax purposes provided that such expenses are treated as benefit 

in kind and taxed with payroll- 

related taxes. 

6. Income taxes – drivers’ personal taxation 
6.1. Private car in the personal tax return 

If an employee is using his car for business purposes, the company is obliged to sign a rent agreement 

with the employee. The payment should correspond to the market price and should be indicated in the 

company’s and the employee’s agreement. The payment is treated as employee’s rental income and is 

subject to personal income tax at a rate of 15% (if income amount (including certain other types of 

income) exceeds EUR 148,968 per calendar year, a rate of 20% to income exceeding this threshold 

should apply). The personal income tax should be withheld from the payment. The payment is 

deductible for profit tax purposes. If company does additionally compensate for car maintenance, 

wash, repair, insurance, etc., the actual costs incurred for these types of expenses attributed to the 

period when car is used for private purposes (i.e. a proportion is set for time used for private/business 

purposes, e.g. 30%/70%, etc.) will be treated as employee’s taxable benefit. 

6.2. Company car used for personal purposes 

According to Lithuanian legislation, if a company car is used not only for business purposes but also 

for private purposes, benefit in kind should be recognised and taxed with payroll taxes. The companies 

are liable to approve internal policies/rules regulating the usage of company cars, e.g., “Rules on Usage 

of Company Cars”. 

There are two options for the recognition of benefit in kind related to private usage of company car. 

Option I 

Monthly benefit in kind will be equal to the monthly car rent/lease fee (established at arm's length) 

apportioned for the period when the car is used for private purposes. The amount of benefit in kind 

recognised includes car maintenance, wash, repair, insurance, etc., expenses but excludes fuel 

expenses. 

Option II 

Monthly benefit in kind is fixed and equal to 0.75% of the car’s market value irrespective of the actual 

time the car is used for private needs. The amount of benefit in kind recognised includes car 

maintenance, wash, repair, insurance, etc., expenses including fuel expenses. If a company does not 

compensate for fuel consumed for private use, benefit in kind may be recognised applying 0.7% of the 

car’s market value instead of the mentioned 0.75% and such amount would include car maintenance, 

wash, repair, insurance, etc., expenses but exclude fuel expenses. 

Moreover, the Tax Authorities explained that use of a company car for ordinary travel from and to 

work is not treated as benefit in kind and therefore not subject to the payroll taxes. 
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VAT implication – recognition of private use of goods 

In the case that the 0.75% rule is applicable for the determination of the monthly benefit in kind, 

0.05% of the car’s market value should be treated as fuel expenses. Such fuel should be treated as 

consumed for private use for VAT purposes and output VAT must be applied on this value, provided 

that input VAT on acquisition of fuel was deducted by a company. However, if the actual usage of fuel 

consumed for private purposes of employees can be determined, output VAT should be calculated on 

the whole value of the fuel consumed for private purposes.  

The private use of company cars will be subject to taxation. PIT rate subject to employer’s withholding 

is 20%. For income above EUR 104,277.6 employee is personally liable to pay additional 12% by filing 

annual PIT return. Standard SSC rate subject to employer’s withholding is 19.5% on income not 

exceeding EUR 104,277.6 per calendar year and 1.77% (standard SSC rate for time non-limited 

contracts is payable by employer below this threshold). On income above EUR 104,277.6 only health 

insurance contribution a 6.98% is withheld from employee.  

7. Electric vehicles 
No special tax reliefs are applicable for electric vehicles. 

There are parking tax reliefs in all major Lithuanian cities, applicable for electric vehicles. 

Additionally, electric vehicles are allowed to use specially marked transport route lanes in Vilnius city. 

8. Future developments 
The Lithuanian Authorities are in process of changing the car taxation system to be better aligned with 

the EU as well as worldwide initiatives on the reduction of pollution. The developments in the area are 

expected to focus on the following: 

• taxation of cars owned by individuals shall be introduced; 

• there will likely be incentives for the use of eco-friendly cars (electric, hybrid vehicles, etc.).  

It is not known what and when the new regulations will take effect yet (apart from CO2 emissions new 

regulation, which will come in force from July 1, 2020). 

9. Legal background 
• Rules on registration of motor vehicles and trailers 

• The Lithuanian Law on motor vehicles registration tax 

• The Lithuanian Law on VAT 

• The Lithuanian Law on CIT 

• The Lithuanian Law on PIT 

• The Law on financing of road maintenance and development program 
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Luxembourg 

1. Car registration 
1.1. When does a car need to be registered? 

A vehicle must be registered in Luxembourg as soon as it is put into circulation on the Luxembourg 

roads by a Luxembourg resident. 

In principle, a number plate follows the vehicle. So, there is no need to register a car again in case of 

re-sale. However, the law provides the possibility to request personalized number plates. In principle, 

such number plates follow the person unless the latter expressly gives permission to take them over. A 

new registration might therefore be necessary in the event of acquisition of a used vehicle, to which a 

personalized number plate is attached. 

1.2. Foreign students who continue their studies in Luxembourg do not 
have the obligation to register their cars in Luxembourg. Who can 
register a car? 

The car is in principle registered either by the owner or by the holder. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

In principle the owner of the car should have his normal residence in Luxembourg in order to register 

the car in Luxembourg. In some cases non-residents can be allowed to register their car in 

Luxembourg (e.g. use of the car in the context of a professional activity in Luxembourg). 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

In principle a vehicle with a foreign number plate can be used in Luxembourg, except if the owner has 

his regular address in Luxembourg. In this case, the owner of the vehicle has six months to register the 

vehicle under a Luxembourg plate. 

2. Car taxation 
2.1. What are the different car taxes? 

• Stamp tax upon registration. 

• Road tax 

2.2. Stamp Tax 

In the case of registration of a vehicle with a personalised registration number, a "Droit de 

Chancellerie" stamp of a value of: 

• EUR 50 for a first issuance of a registration number; 

• EUR 24 for a transfer of an existing registration number of a vehicle, on a new vehicle. 

2.3. Road tax 
2.3.1. Taxable event 

This tax is levied annually on all vehicles registered in Luxembourg, i.e. vehicles that are in use on 

public roads. 

2.3.2. Taxable person 

The tax is in principle due by the natural or legal person mentioned on the registration form. 



 

Luxembourg PwC 2020 Global Automotive Tax Guide | 253 

In case of a personalized number plate, the tax is in principle due by the person to whom the plate has 

been attributed. In case of a vehicle registered abroad, the tax is in principle due by the person who 

uses the vehicle in Luxembourg. 

The road tax does not apply to: 

• cross-border workers who use a vehicle registered in their country of residence abroad to travel 

between their residence abroad and their place of work in Luxembourg; 

• students staying in Luxembourg solely to study who use a vehicle registered in the Member 

State which is their normal country of residence. 

2.3.3. Tax due 

The table below concerns private cars. 

Other tax amounts apply to buses, trucks, motorbikes, and two- and three-wheeled cars. The amount 

of tax due depends on the first registration date of the vehicle (before or after January 1, 2001). For 

registrations before January 1, 2001, the tax computation is made according to the engine capacity 

while for registrations after January 1, 2001 the computation is made according to the CO2 output. 

For vans, trucks, tractors, trailers and other vehicles, the tax payable is calculated according to the type 

of vehicle concerned, by applying the criteria detailed on the registration certificate, in particular the 

weight of the vehicle, the maximum allowed weight, the number of axles and the suspension type. 

Tax computation according to the engine capacity (first registration before January 1, 

2001)  

The scale for the tax computation is indicated in the Grand-Ducal Regulation dated December 22, 

2006 which has been amended by the Grand-Ducal Regulation dated December 21, 2012. These scales 

should be used for calculations as from February 1, 2013. 

You can consult the Regulations at:  

http://legilux.public.lu/eli/etat/leg/loi/2006/12/22/n16/johttp://legilux.public.lu/eli/etat/leg/rgd/2

012/12/21/n11/jo 

Tax computation according to the CO2 output (first registration after January 1, 2001)  

The formula used to compute the road tax according to the CO2 output is 

Tax (in EUR) = a x b x c 

Where: 

• “a” is the value of CO2 output in g/km indicated on the registration document or certificate 

delivered by the producer; 

• “b” is a fixed multiplier amounting to 

– 0.90 for diesel engines 

– 0.60 for non-diesel engines; 

• “c” is the exponential factor equal to 0.5 if the CO2 output does not exceed 90 g/km and which is 

increased by 0.10 for each supplementary tranche of 10 g of CO2/km (see table below). 

  

http://legilux.public.lu/eli/etat/leg/loi/2006/12/22/n16/jo
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Since the introduction of the Grand-Ducal Regulation dated December 21, 2012, the tax cannot be less 

than 30 EUR. 

Tranche of CO2 

Output (g/km) 

Tranche of CO2 

Output (g/km) 

Tranche of CO2 

Output (g/km) 

Exponential coefficient “c” 

1 to ≤ 90 0.5 

90 < to ≤ 100 0.6 

100 < a ≤ 110 0.7 

110 < a ≤ 120 0.8 

120 < a ≤ 130 0.9 

130 < a ≤ 140 1 

140 < a ≤ 150 1.1 

150 < a ≤ 160 1.2 

160 < a ≤ 170 1.3, etc 

 

2.3.4. Tax period 

The tax is due every year and can be paid on a yearly basis or in some cases on a semi-annual basis. 

The amount of tax due will be higher in case of semi-annual payments. 

2.3.5. Exemption / Reimbursement 

An exemption may apply for some vehicles, such as vehicles used exclusively by the State, the 

communes or public interest institutions and vehicles used for agricultural, forestry and wine-growing 

activities.  

If the car is transferred, sold, exported or destroyed, the owner disposing of the car can claim a 

reimbursement to the Tax Authorities prorated for the time elapsed from the disposal date to the end 

period covered by the tax. 

Moreover, households composed of more than five individuals can claim a reimbursement up to 80 € 

per year of the tax paid per year for one car, irrespectively of the first registration date of the car. The 

reimbursement cannot be higher than the tax itself.  

3. Income taxes – taxable persons 
3.1. Level of deduction of car-related expenses 

From a corporate direct taxation perspective, to the extent that they are in line with the business 

purpose of a Luxembourg tax resident company, all costs relating to cars – whether leased or owned – 

are in principle 100% allowed for deduction as a business expense for both Luxembourg corporate 

income tax (CIT) and Luxembourg municipal business tax (MBT). 

The rules governing depreciation of fixed assets for tax purposes have been amended for 2017, in order 

to offer the possibility for taxpayers to defer deductions related to depreciation for any given tax year. 

For this purpose, a specific request needs to be made when filing the tax return for the year concerned. 

The deduction can be deferred until, at the latest, the end of the depreciation life of the asset. 

3.2. Dual-purpose cars 

In principle, in the presence of dual-purpose cars – i.e., cars used both as a business vehicle and as a 

private car by the employee – all the purchase or leasing costs should be fully deductible in the 

computation of the taxable basis of the company. 

However, a benefit in kind should be considered in the hands of the employee and should therefore be 

reported in the employee’s payroll slip as a taxable fringe benefit (see section 5.2). 
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As far as the assessment of this taxable benefit in kind is concerned, two ways are commonly used – 

i.e. the valuation at fair market value (or logbook method) and the lump-sum valuation method. Please 

refer to section 5.2 for further details. 

3.3. Investment tax credit 

Luxembourg tax law provides with a mechanism known as the investment tax credit (“bonification 

d’impôt à l’investissement”). This mechanism actually consists of a government incentive granted to 

Luxembourg corporations that invest in qualifying assets. 

Luxembourg offers two different investment tax credits available for: 

• The investment in enterprises with commercial profit 

• The investment managed by an establishment located in Luxembourg with the intention of 

remaining there permanently 

• Investments have to be physically used on the territory of Luxembourg or of an EU Country 

3.3.1. Tax credit for global investment 

It is applied on acquisition price or production costs of new qualifying assets (basically tangible 

depreciable assets) acquired during a given accounting period (8% for the first tranche not exceeding 

150,000 EUR and 2% for the tranche exceeding 150,000 EUR). 

3.3.2. Tax credit for additional investment 

It amounts to 13% of the net book value of qualifying investment assets at the end of the current 

accounting period minus (-) the arithmetic average of the net book value of the qualifying assets at the 

end of the 5 prior accounting periods (minimum of 1,850 EUR) plus (+) depreciation accounted in 

relation to qualifying assets acquired or constituted during the current accounting period. 

3.3.3. Points to be considered 

Durability criteria (e.g. amortization of the qualified asset over a period of at least 3 years, exclusion of 

building site, etc.) and specific application of the taxpayer to file as an appendix to the income tax 

return. 

The tax credit reduces the corporate income tax (CIT) liability after use of the existing carried forward 

losses. The excess amount of the tax credit (i.e. the difference between the CIT liability and total 

amount of tax credit) can be carried forward for the next ten years. 

As far as motor vehicles are concerned, these assets would be generally excluded from the benefit of 

the investment tax credit mechanism unless one of the following conditions is met: 

• Vehicles should be exclusively used for a public transportation business or be part of the assets 

of a company operating in the car leasing business; or 

• Vehicles should be exclusively used for the transportation of goods as opposed to the 

transportation of persons; or 

• Vehicles are exclusively used for the transportation of employees to and from their work place, 

provided that such a transportation vehicle has capacity for at least 9 persons (driver included); 

or 

• Vehicles are exclusively used for the repair/breakdown services; or 

• Vehicles are professional motor vehicles, such as bulldozers or steamrollers. 
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In addition, as from 2018, in order to offer a further incentive for sustainable mobility, some specific 

types of cars are considered eligible assets for all components of the tax credits for investment regime. 

To be eligible, the vehicles concerned must be: 

• Passenger cars; 

• “Zero emissions”, running exclusively on electricity, or hydrogen cells; 

• Classified as M1, having a passenger compartment designed exclusively for the carriage of 

passengers and having not more than nine seats (including the driver's seat); and 

• First registered after 31 December 2017. 

4. VAT 
4.1. General 

The standard rate of 17% applies to all transactions connected to cars that are deemed to take place in 

Luxembourg (a VAT exemption for some supplies may apply under specific circumstances). 

For the lease of a car, the following are important to determine the VAT treatment applicable to the 

lease: 

• The taxable status of the customer – is the customer a VAT taxable person (“B2B” transaction) 

or not (“B2C” transaction)? 

• The duration of the leasing – short term (≤30 days) or long term (>30 days). 

Transactions Duration Place of supply Liability 

 

 

B2B 

Long Term 
leasing 

(>30 days) 

Country where the recipient is 
established 

 

Either the lessor or the 
recipient* 

 

Short term 
leasing 

(≤30 days) 

Country where the car is put 
at the disposal of the client 

 

 

Lessor 

(The lessor will have to register 
for VAT in Luxembourg to 

charge Luxembourg VAT, if the 
place of supply is Luxembourg). 

 

 

B2C 

Long Term 
leasing 

(>30 days) 

Country where the client has 
his permanent address or 

usually resides 

Short term 
leasing 

(≤30 days) 

Country where the car is put 
at the disposal of the client 

* If the lessor is established in Luxembourg, the lessor is liable to charge Luxembourg VAT. If the lessor is established outside of 

Luxembourg, the recipient (i.e. VAT taxable person established in Luxembourg) is liable to self-assess Luxembourg VAT. 

Use and enjoyment rules have not been implemented in Luxembourg on car leasing services. 

4.2. Deduction 

VAT on car costs incurred for business purposes is in principle fully deductible, in so far the business 

activities for which the car is used are not exempt from VAT (without entitlement to VAT credit). 

4.3. Lease with purchase option 

If the leasing agreement provides the option for the lessee to purchase the car at the end of the 

contract, the lease itself is to be considered as a supply of services and is subject to Luxembourg VAT if 

the place of taxation is Luxembourg. The VAT must be calculated on each instalment paid. If at the end 

of the contract the option to purchase the car is used, the sale of the car is treated as a supply of goods. 
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The taxable basis for the sale is the option price of the vehicle. Please note that the above should be 

considered in light of the recent case C-164/16, Mercedes Benz Financial Services UK Ltd).  

4.4. Lease without purchase option 

If the leasing agreement does not provide an option to purchase the car at the end of the agreement, 

the rental agreement is to be considered as a supply of services. If the place of supply is Luxembourg, 

the services are subject to Luxembourg VAT, to be calculated on each instalment paid. 

4.5. Lease with automatic transfer of legal ownership 

If the leasing agreement provides an automatic transfer of the ownership at the end of the contract, 

this transaction is deemed to be a supply of goods. If the place of supply is Luxembourg, the supply is 

subject to Luxembourg VAT, due on the total amount of instalments once the lessee takes possession 

of the vehicle. The supply is not subject to Luxembourg VAT when such supply of goods is deemed to 

be taxable outside of the Luxembourg territory. 

4.6. Obligation to use the standard audit file for tax (SAF-T/FAIA) for 
VAT in Luxembourg 

The tax authorities may now require taxpayers which are subject to the standard chart of accounting of 

Luxembourg to provide all the information necessary for their audit on an electronic file under a 

structured format (xml file), i.e. the "Fichier d'Audit Informatisé de l'Administration de 

l'enregistrement et des domaines" (FAIA). 

The VAT authorities can ask for FAIA to verify VAT returns relating to 2015 and following years. 

Failure to comply with this obligation could trigger penalties either on a lump sum basis (up to EUR 

10,000 per infraction) or as daily penalties up to EUR 25,000.  

5. Company car 
5.1. VAT due on private use of company cars 

Where a company puts vehicles at the disposal of its employees and the employees use them for their 

private needs, the company is deemed to supply services for consideration for VAT purposes except if 

the company did not deduct VAT borne on the acquisition lease of the car. 

In principle, VAT is due on the amount charged by the company to the employee for the private use. 

If the company does not charge the employee for the private use, other methods are used to compute 

the taxable basis to be added to the company’s taxable turnover in the VAT returns. 

In general, companies opt for one of the following two commonly used solutions to compute the 

taxable basis for this private use: 

• The company or the employee keeps a detail of the kilometers covered for his private needs 

(logbook). 

• The company uses a lump-sum valuation method accepted by the VAT authorities. Reference 

should be made to the date of the leasing contract for the vehicle. If the date is before 

January, 1 2017 (contract not yet expired), the benefit is calculated with the rate of 1,5% per 

month. If the date of the lease contract is after January,1 2017 the advantage is to be calculated 

in accordance with article 3 Grand-Ducal Regulation of 23 December 2016 (please refer to the 

lump-sum valuation method table below).  However, please note that the VAT authorities can 

impose another calculation method to assess the VAT due on private use of a company car.  
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5.2. Company car – income taxes 

As a general principle, when an employer puts a company car at the disposal of an employee, which 

can be used for both professional and private purposes, a taxable benefit in kind will be generated in 

the hands of the employee.  

According to the Luxembourg income tax law, the taxable benefit in kind should be valued at its fair 

market value. However, as long as the allocation of the company car is not compensated by a decrease 

in the gross remuneration in cash, the taxable benefit may alternatively be determined pursuant to a 

lump-sum valuation method. 

5.2.1. Valuation at fair market value (or logbook method) 

The benefit is valued based on the cost price and the private mileage of the car leased to the employee. 

Valuation at fair market value requires the employee to hold a logbook, in which he records his private 

mileage. In this respect, the employee’s commute from home to work should be treated as part of 

private mileage. 

The employer must determine the cost per kilometer of the car on the basis of the cost of the car 

(including insurance, maintenance, etc.). The monthly benefit is then determined by multiplying the 

private mileage per month by the said cost per kilometer. 

5.2.2. Lump-sum valuation method 

As it may be tedious to keep track of the kilometers via a logbook, the monthly taxable benefit may be 

determined based on a lump-sum valuation method (unless the company car is compensated by a 

decrease of the gross remuneration in cash). 

The employee is taxable on a monthly lump-sum benefit. Since January 1, 2017, the flat-rate which 

applies to the purchase price of the car (including options, VAT and potential discount) depends on the 

CO2 emission and engine type of the car. Additional car-related lump-sum contributions made by the 

employer do not increase the taxable base of the benefit in kind (e.g. allocation of a fuel card to the 

employee). 

Co2 Emission 

category 

Acquisition price percentage 

 leasing 

contract 

dated before 

01/01/2017 

leasing contract dated as of 01/01/2017 

 All categories 

of vehicles 

Gasoline-

fueled engine 

vehicles 

(Gasoline 

only or 

hybrid) 

Diesel-fueled 

engine 

vehicles 

(Diesel only 

or hybrid) 

100% electric 

vehicles 

0 g/km 1.5   0.5 

0-50 g/km 1.5 0.8 1.0 

50-110 g/km 1.5 1.0 1.2 

110-150 km 1.5 1.3 1.5 

If > 150 g/km 1.5 1.7 1.8 
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As specified in article 3.3 of the Circular Letter of July 16, 2018, the new tax measures as mentioned 

above only apply for leasing agreements concluded as from 01.01.2017. The monthly lump sum taxable 

benefit remains set at 1.5% of the purchase price of the car (including options, VAT and potential 

discount) where the leasing contract has not elapsed before 01.01.2017. 

Where the car which is put at the disposal of the employee is a used vehicle, the taxable benefit shall 

nevertheless be computed based on the purchase price of the car in the original unused condition.  

5.2.2.1. Employee’s contribution 

Fixed personal contribution to the costs related to the company car is deductible from the monthly 

lump-sum taxable benefit. Variable contributions such as maintenance fees, repair expenses or fuel 

cannot however be deducted. 

In case the employee has to pay a personal contribution per kilometer of private mileage, the mileage 

must be justified on the basis of a logbook, in order for the employee’s contribution to be deductible 

(except for the employee’s commuting from work to home and vice versa). A lump-sum valuation of 

the total mileage for private use is not allowed. 

5.2.2.2. Contribution to the acquisition price/leasing cost of the car 

The employee’s financial contribution to the acquisition of the car can be credited against the monthly 

taxable benefit up to 20% of the car purchase price. 

The employee’s contribution to the car leasing cost is deductible from the monthly taxable benefit up 

to 20% of the leasing cost borne by the employer. 

5.3. Repurchase of the car 

The employee may have the possibility to acquire the company car at a lower value than the fair 

market value of the car at the date of purchase by the employee. The difference between the fair 

market value of the car and the sale price is considered as a benefit in kind, which is subject to 

withholding tax and social security contributions. The fair market value, depending on the age of the 

car at repurchase date is assessed based on an evaluation grid provided by the Luxembourg tax 

authorities. Where the total benefit in kind resulting from the addition of the monthly taxable benefits 

in kind during the lease period and the estimated value of the car at repurchase date would exceed 

100% of the initial car value, the taxable benefit in kind resulting from the repurchase of the car shall 

be capped so that, in total the employee is not taxed on more than 100% of the initial car value. 

Employee’s contributions to the initial purchase of the leased car and fixed participation to the leasing 

costs can be deducted for the purpose of this computation. 

5.4. Company car – social security 

Social security contributions apply on the taxable benefits in kind (11.05% on the monthly benefit in 

kind derived during the leasing period and 10.8% on the benefit in kind derived from the purchase of 

the car by the employee). The 1.4% dependency contribution also applies. 

5.5. Income taxes – drivers’ personal taxation 

Luxembourg income tax law provides that professional costs may be deducted from the taxable income 

on a lump-sum basis or on the basis of justified actual expenses. 

If the taxpayer would not opt to deduct the actual professional expenses, the lump-sum deduction is 

automatically applied. 

Commuting expenses are deductible on a lump-sum basis (i.e. no actual commuting expenses can be 

claimed). 
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5.5.1. Commuter traffic 

As indicated above, commuting expenses of employees are deductible on a lump-sum basis. 

The amount of the deduction is based on the distance between the main town of the municipal district 

where the employee is resident and his workplace, regardless of the means of transport used by the 

employee. 

The deduction for an employee working every day amounts to a maximum of 2,574 EUR per 

assessment year.  

Special rules apply to employees in a special situation (e.g. employees working in several places, 

employees having a partial activity in Luxembourg, employees working on temporary mobile building 

sites). 

5.5.2. Business mileage 

The employer may also choose to reimburse expenses for the professional use of the employee’s private 

car. 

The reimbursements by the employer of expenses incurred by an employee exclusively on the behalf of 

his employer do not qualify as taxable employment income provided that such reimbursements are not 

made on a lump-sum basis (i.e., disregarding the distance travelled). On the contrary, a lump-sum 

reimbursement of costs or the reimbursement of commuting expenses by the employer always qualify 

as taxable employment income. 

Notwithstanding the above, payments made by the employer in order to prevent its employee from 

having professional expenses are tax exempt only up to the amount paid by the Luxembourg 

authorities to its civil servants (i.e. 0.30 EUR per kilometer) and provided that such payments are 

separated from the ordinary salary payment. 

6. Legal background 
Includes: 

• Law of February 12, 1979 concerning value-added tax 

• Law of December 4, 1967 concerning income tax 

• Law of February 14, 1955 concerning the regulation of the circulation on public roads (code de la 

route) 

• Law of March 23, 1935 on the tax regime of motor vehicles 

• Grand-Ducal Decree of June 17, 2003 in relation with the registration of the road vehicles, their 

number plates and in relation with the modality of attribution of the registration numbers 

• Grand-Ducal Decree of May 23, 2012 in relation with the circulation of roads 

• Law of December 22, 2006 reforming the tax on road vehicles 

• Grand-Ducal Regulation of December 21, 2012 defining specific measures for environmental 

policy 

• Law of December 19, 2002 on the register of commerce and on annual accounts of undertakings 

• Grand-Ducal Regulation of June 10, 2009 concerning the Standard Chart of Account 

• Grand-Ducal Regulation of December 14, 2011 concerning the electronic filing of the accounting 

package 

• Law of August 10, 1915 on commercial companies 
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• Government Regulation of June 19, 2015 fixing the compensation kilometer for cars used for 

service trips. 

• Circular Letter of July 16, 2018 concerning the assessment of certain benefit granted by the 

employer to its employees 

• Corporate income tax law, modified on December 4, 1967 and subsequent amendments 

• Grand-Ducal Regulation  ofDecember 23, 2016  

• Circular letter of March 10, 2015 concerning the assessment of certain benefits in kind awarded 

by employers to their employees 

• Grand-Ducal Regulation of December 23, 2016 concerning the new flat-rate to be taken into 

account for the valuation of the taxable lump-sum benefit of a company car according to its 

engine type and CO2 Emission. 
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Mexico 

1. Importation of cars 
1.1. Custom duties 

Mexico has diverse programs to support the automotive industry, given the importance of this sector 

in the Mexican economy. 

Notwithstanding the above, it is worth mentioning that Mexico has an extended treaty network, such 

as Free Trade Agreements (FTA) which allow to import goods under preferential duty rates. Nowadays 

this network includes 12 treaties with 50 different countries around the world. 

* Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, 
Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, 
Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden, UK.  

* As of January 1, 2007, Bulgaria and Romania became a part of the EU. 

** As of November 19, 2006, Venezuela is no longer part of the TLC of the G-3. 

*** Economic Complementary Agreements (ECA). 

The importation of vehicles/cars, triggers duties (15%), NAT (New vehicle tax) *; and VAT (16%). 

Nonetheless if vehicles are origin in the countries where Mexico has a commercial treaty in place 

(FTA), it is possible to reduce the duty up to 0%. To apply duty preferential rates derived from the FTA 

you must have a certificate of origin that proves the origin of the goods.  

On November 30, 2018, the representatives signed a new commercial agreement between the United 

States, Mexico and Canada (USMCA). Some of the relevant topics are new provision to facilitate trade, 

chapter for small and medium-sized enterprises, e-commerce, intellectual property, origin procedures, 

rules of origin, automotive industry, among others. However, regarding the automobile regulations, 

the USMCA toughened the rules so that a car can be considered as originating in the region.  

UMSCA Automotive provisions: 

1) 7 core parts of the vehicle shall be 100% originating from the region:  

a. Engine 

b. Transmission 

c. Body & Chassis 

d. Axle 

e. Suspension 

f. Steering 

g. Advanced Battery 

 
2) New RVC percentages will apply for light and heavy vehicles under USMCA: 

a. Light vehicles: from 66% to 75% (Net Cost Method) * 

b. Heavy vehicles: from 60% to 70% (Net Cost Method) * 

* The RVC percentage requirement will increase progressively during the next four years. 

• Automotive parts have been divided in 3 main parts:  

a. Core  

b. Principal  

c. Complementary 
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* The three parts categories have their own RVC modifications, which vary from 50% by 
Net Cost and 60% by Transaction Value to 75% and 85%, respectively. 
 

3) 70% of the Steel and Aluminum purchases shall be from originating Steel and 

Aluminum.  

In addition, after 7 years from the entering into force, for steel to be considered as USMCA 

originating, manufacturing processes shall be performed within the USMCA region. 

 

For aluminum, after 10 years from the entering into force, the Parties will review the applicable 

provisions.  

 

4) A new provision regarding Workforce Content Value is created.  

At least 40% of workforce costs shall correspond to employees with a salary of at least 16 USD per 

hour, divided in various categories starting in 2023. 

The UMSCA enter into force on July 1, 2020. 

2. Car registration 
2.1. When does a car need to be registered? 

New and used cars must be registered before they start circulating on Mexican roads and must meet a 

few requirements based on the type of vehicle and the driver. 

2.2. Who can register a car? 

The owner or lawful holder must register the car in order to be allowed to circulate it in Mexico. The 

owner can be an individual or a legal entity. 

2.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, it is allowed provided that the car stays in Mexico. For this purposes, foreign owners must prove 

they are legally staying in Mexico through the migratory document10 issued by the Mexican 

government. 

Tourists are not allowed to register vehicles in the country, but they are able to introduce their vehicle 

to Mexico provided they make a temporary importation of the vehicle which must not be longer than 

six months. 

2.4. Can a vehicle with a foreign number plate be used on public 
roads? 

All vehicles circulating in Mexico must have the proper registration and number plates, although a 

foreign vehicle can circulate for six months with a permit issued by the respective authorities, for 

which purpose it must be demonstrated that the vehicle in question has been legally introduced into 

Mexico. 

3. Car taxation 
3.1. What are the different car taxes? 

Several taxes and dues must be paid in order to circulate a vehicle in Mexico, some of which depend on 

the state in which the vehicle circulates (local taxes). 

The following general car taxes are charged in Mexico: 

● New automobile tax (NAT or ISAN for its acronym in Spanish) 

 
10 The official forms FM2 or FM3 are issued according to the migratory status of the foreign resident (visitor, tourist, visitant, 

student, etc.) and allow foreign residents to leave and return to the country at any time. 
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● Annual circulation tax (ACT or Tenencia for its acronym in Spanish) 

● Circulation dues: 

– Vehicular circulation card (car registration) 

– Number plates 

– Vehicular emissions 

It is important to point that only New Automotive Tax is Federal, the rest of the taxes above are local 

taxes, so the rates handled by them can change from one state to another. 

3.2. New automobile tax (NAT) 
3.2.1. Taxable event 

This tax is payable when a car is acquired by the final consumer. Depending on how the car is 

acquired, tax would be due as follows: 

● Tax must be paid when new cars are acquired in Mexico by individuals or legal entities if they 

are final consumers. 

● For new cars imported into Mexico by individuals or legal entities, it must be paid by customs 

declaration. 

● When the car is sent or materially delivered to the acquirer. 

● When the price is partially or fully paid. 

● By issuing the receipt of the transaction. 

● Also, this tax will be triggered when manufacturers, assemblers, importers of cars or authorized 

distributors incorporate the cars to its fixed assets, or when they have it for sale for more than 

one year. 

3.2.2. Taxable person 

Individuals or legal entities acquiring cars provided they are the final consumer. 

3.2.3. Tax due 

The tax is calculated by applying rates and tariffs corresponding to the price of the car, including 

optional equipment, regular or luxury, with no discounts, reductions or rebates. 

Cars seating up to 15 passengers are subject to rates depending on the car’s price, from 2% to 17%. 

Rate  

Lower limit 
(MX pesos) 

Upper limit 
(MX pesos) 

Fixed rate  
(MX pesos) 

Rate applicable to 
amounts exceeding the 
lower limit 

$0.01 $283,241.20 $0.00 2.0% 

$283,241.21 $339,889.38 $5,664.73 5.0% 

$339,889.39 $396,537.78 $8,497.27 10.0% 

$396,537.79 $509,833.94 $14,162.08 15.0% 

$509,833.95 Onwards $31,156.48 17.0% 

 

Certain rules apply to tax payment on imported cars, based on the type of car and other factors. 
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However, consumers are exempted of this tax when the sales price (including optional equipment, 

regular or luxury) does not exceed MX $263,690.55 pesos. 

Furthermore, when the price goes from MX $263,690.55 pesos to MX $334,008.02 pesos, the 

exemption would apply to 50% on tax payment. 

If the price of the car is greater than MX $782,125.30 pesos, the amount resulting from applying the 

7% on the difference between the price of the unit and the MX $782,125.30 pesos will be reduced from 

the amount of the determined tax.  

There is also an exemption for automobiles alienated or definitely imported vehicles whose propulsion 

is through rechargeable electric batteries as well as vehicles with internal combustion engine or with a 

hydrogen powered engine.  

Other exemption is applied when the cars are definitely exported. 

3.2.4. Tax period 

It is paid only once when final consumer, an individual person or entity, acquires the new car. 

3.3. Annual circulation tax (ACT or “Tenencia”) 
3.3.1. Taxable event 

Tax is due for cars circulating in Mexico. 

As of 2012, this tax ceased to be a federal tax and it is now up to each state to impose it, based on the 

foregoing. For the most part, Mexican states have exempted the ACT when taxpayers have properly 

complied with previous payments and if they have already paid for the annual plates. 

3.3.2. States exempt of ACT or “Tenencia” 

For the following States, the ACT will not be paid: 

● Aguascalientes * 

● Baja California Sur 

● Colima *  

● Chiapas * 

● Chihuahua 

● Coahuila 

● Durango 

● Guanajuato * 

● Jalisco 

● Michoacán * 

● Morelos 

● Nayarit 

● Oaxaca 

● Puebla  

● Quintana Roo 
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● San Luis Potosí 

● Sinaloa 

● Sonora 

● Tamaulipas 

● Veracruz * 

● Yucatán 

● Zacatecas 

* Certain requirements must be met in order to take advantage of the exemption. 

3.3.3. Taxable person 

Individuals or entities owning vehicles circulating in Mexico. 

3.3.4. Tax due 

ACT is calculated on the basis of the features of the vehicle – such as the model, car brand, year, 

version and price – by using tables and percentages, which are updated annually. The percentage of 

ACT would depend on the Mexican state in which the vehicle is to be registered and on the type of 

vehicle in question. 

3.3.5. Tax period 

Payment must be made on a yearly basis starting when the car was acquired by the final consumer. 

3.4. Circulation dues 
3.4.1. Vehicular circulation card 

The federal government requires all states to update its vehicle fleet registry periodically, which usually 

takes place through the change of number plates; this situation could be a long process with high costs, 

so recently the Mexican government requested that, rather than plate replacement, there should be a 

renewal of the vehicular registration card. 

It should be mentioned that the objective is to contribute to the updating of the vehicular register; this 

new instrument allows for legal certainty of the corresponding car. 

The vehicular circulation card is related to the type of car and use and the validity may depend in the 

policy implemented by each State, which can set that the vehicular circulation card is valid 

permanently, or well for a one-three year period, therefore this renewal should be reviewed state by 

state and in a regular basis.  

3.4.2. Number plates 

Number plates are part of the registration dues and are calculated on the basis of the features of the 

vehicle and characteristics of users: model, make, year, version, type of user, vehicles driven by the 

handicapped, etc. 

Payments are made when the new or used vehicle is registered or any change to the situation occurs 

(user, type of license, etc.). 

3.4.3. Vehicular emissions (“Verificación”) 

There is a mandatory program for all internal combustion motor vehicles registered in Mexico which 

consists of verifying all emissions issued by such vehicles during the year; motorcycles and hybrid 

vehicles (gas/electricity) are not subject to this program. 

All owners, keepers and drivers of motor vehicles registered in Mexico and circulating with 

metropolitan plates are obligated to comply with this program. 
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The cost of the vehicle inspection services would depend on the type of certificate that is delivered to 

the user, which could consist of the following:  

● Exempt: Allows free circulation on all days for electric and hybrid vehicles, and the emissions 

inspection must be performed every eight years. 

● Certificate 00: Allows free circulation on all days and the emissions inspection must be 

performed every two years. 

● Certificate 0: Allows free circulation on all days and the emissions inspection must be performed 

every six months. 

● Certificate 1: Emissions inspection must be performed every six months and vehicles are not 

allowed to circulate one day a week. In addition, depending on the plate, those are not allowed 

to circulate two Saturdays a month. 

● Odd plate: Are not allowed to circulate the first and the third Saturday of each month. 

● Pair plate: Are not allowed to circulate the second and the fourth Saturday of each month.  

● Certificate 2: Emissions inspection must be performed every six months and vehicles are not 

allowed to circulate one day a week and all the Saturdays of each month. 

4. Income taxes (IT) – Taxable persons 
4.1. Deduction 

According to the Income Tax Law (ITL), taxpayers (legal entities) acquiring cars can deduct the price 

or part of it by complying with some requirements which mainly consist of the following: 

● The use of car must be strictly indispensable for the company’s activities. 

● The price of the car must not exceed MX $175,000 pesos. 

● The price of the car must not exceed MX $250,000 pesos for vehicles whose propulsion is 

through rechargeable electric batteries as well as vehicles with internal combustion engine or 

with a hydrogen powered engine. 

Provided taxpayers comply with the aforementioned requirements, they are able to take the deduction 

by applying a 25% rate over the cars’ price per year of use or the proportional amount depending on 

the period used in the year, until the value is totally amortized. 

It is important to mention that the deduction on car’s investment is proportionally related to the 

amount disbursed and deductible in terms of the above mentioned, which means that the amount 

exceeding the MX $175,000 pesos limit would not be deductible for income tax purposes nor the 

exceeding the MX $250,000 pesos limit in the case of electric vehicles. 

4.2. Level of deduction of car-related expenses 

Entities can take different deductions regarding cars acquisitions, provided they comply with the 

requirements established in the ITL provisions. 

Based on the foregoing, deductions for expenses incurred by a company in connection with its cars – 

such as fuel, maintenance and repairs – are limited to the proportion in which the costs of cars are 

deductible over the acquisition price. 

Additionally, these expenses must comply with general deduction requirements: 

● The disbursement must be strictly indispensable for a company’s business. 

● The expense must be supported with documentation meeting the requirements specified in the 

tax provisions (invoice, tax ID number, VAT specified separately, etc.). 
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● In the case of fuel, payment must be made in the form of a nominative check from the taxpayer, 

credit card, debit card or service card, or by means of a card provided to the clients of a holder of 

a bank account to be used to make deposits into that account. Applicable for payments greater 

than MX $2,000 pesos. 

● Expenses must be duly recorded in the accounting books and deducted once from incomes 

obtained. 

● In the case of imported goods, it must be demonstrated that the respective legal requirements 

for importing those goods into Mexico have been complied with. 

As concerns cars owned by employees, companies may deduct expenses for gasoline, oil, services, 

repairs and spare parts when they are used as a consequence of travel required by company 

operations. 

The aforementioned deduction may not exceed MX $0.93 pesos per kilometer covered by the car, and 

the distance covered may not exceed 25,000 kilometers for the period; aside from which, all other 

deduction requirements must also be met (invoice must be issued in the name of the taxpayer). 

5. VAT/sales tax 
5.1. General 

The VAT Law (VATL) specifies that the tax is payable by individuals and business entities conducting 

the following transactions in Mexico: 

● Sale of goods 

● Rendering of independent services 

● Leasing of goods 

● Importation of goods or services 

5.2. Tax rate 

Tax is calculated by applying the 16% rate to the aforementioned activities. 

Furthermore, the VATL specifies a number of transactions subject to the 0% rate, including the 

exportation of goods and services, provided they comply with applicable tax provisions. 

Additionally, in the case of importations there are some exemptions to entities carrying out activities 

under an IMMEX program or if they are part of the automotive industry. 

In relation with above, the Tax Reform 2014 established that the importation activities under an 

IMMEX would not payable the VAT if the entities fulfill the following requirements: 

● Shall to have the certification of the Mexican Tax Authorities 

● Provide to Mexican Tax Authorities some requirements about the proper control of their 

importation activities on IMMEX 

● The certification 

5.3. Benefits in terms of Value Added Tax in the border region 
A fiscal stimulus equivalent to the 50% of the VAT will be applicable caused by the activities of sale of 
goods, provision of independent services and granting of the temporary use or enjoyment of goods, in 
the premises or establishments located in the northern border region. 
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Consequently, the VAT that would be caused and paid in the aforementioned border area would be at 
the 8% rate, which is similar to the sales tax rates that exist in the southern states of the United States 
bordering Mexico. 

This stimulus is an automatic tax credit to be applied on the VAT rate of 16% and seeks to make border 

cities more competitive by having a more attractive rate for consumers, both national and foreign. 

It is important to mention that in order to apply this stimulus some requirements must be fulfilled in 

an annual basis. 

5.4. VAT Certification 

The VAT certification is an instrument which allows companies to apply a 100% VAT credit at the 

moment of importation.  

It has three types; A, AA and AAA, where the last type has the major benefits. It is important to 

mention that these types will have a tax credit at the moment you perform the temporary import, 

therefore avoiding the VAT payment.  

The general VAT Certification requirements are the following one: 

● Positive opinion regarding its tax compliance, including the related to the partners, 

shareholders, legal representatives, sole director or member of the board; 

● Describe the activities related to manufacturing processes or services according the program 

modality, including the goods receiving, storage, production process and its return; 

● Manufacturing/maquila contract, sale-purchase contract, purchase or service order, proving the 

continuity of the export project; 

● Documentation of the ownership or lease for the facilities where the processes or service take 

place; 

● Submit proof of all personnel registered with the Mexican Social Security Institute (IMSS, for its 

acronym in Spanish) and provide supporting documentation regarding the contributions paid to 

the IMSS of at least 10 employees made through online capture of the last two months of the 

immediate previous year; among others. 

● Many more specific requirements apply depending the level of certification required (A, AA, or 

AAA). 

The VAT certification will be valid for a period of one, two or three years, accordingly to the 

certification you request (A, AA or AAA respectively). 

5.5. VAT calculation 

The VATL establishes that tax must be computed for calendar months and that payable tax would be 

the VAT due on operations (except for the importation of tangible assets) carried out in the month for 

which the payment is made less the creditable VAT for the same period and the VAT withheld in the 

period of the computing. In the case of importation of goods, VAT must be paid by customs 

declaration. 

5.6. Creditable VAT 
The VATL establishes the following requirements in order to be entitled to credit the corresponding 
VAT: 

● VAT must correspond to goods, services or leases strictly indispensable for company operations, 

other than imports subject to VAT or payable at the 0% rate. 

● VAT must be expressly transferred and specified separately in the invoice. 
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● VAT must be paid in the month of its crediting. 

● VAT withheld from taxpayers is creditable when the withholder pays the tax to authorities. 

It is important to point out that in the event that the vehicle is a fixed asset of a company, the 

difference between the value of the car and MX $175,000 pesos will not be creditable VAT for 

exceeding the limits of deductibility, however, the creditable VAT will be deductible. 

In the case of taxpayers performing taxable and exempted activities for VAT purposes, they can only 

credit the VAT in the proportion they perform taxable activities. 

5.7. Hire purchase: Supply of goods? 

In the terms of the VATL, hire purchase is understood as a type of lease since one party grants another 

the temporary use of tangible assets in exchange for a consideration and at the end of the contract the 

lessee can opt to purchase the good or give it back to the lessor. 

During the term of the contract, amounts collected for the temporary use of the good are subject to 

VAT. 

In cases where the lessee exercises the option to purchase the good, a sale is considered to take place 

and it is subject to VAT. 

5.8. Leasing: Supply of services? 

For VAT purposes, leasing of any kind (regardless of the term used to refer to it) is a taxable activity. 

In this sense, taxable income corresponds to the consideration for the temporary use plus the interest 

and any additional charge regarding the leasing including penalties, maintenance, among others. 

6. Company car 
6.1. VAT on car-related disbursements 

VAT paid by employees on goods purchased, services received, importation of goods or the leasing of 

goods related to company cars is creditable by the business entities, provided there is compliance with 

the requirements specified in the VATL for crediting such tax, including the following: 

● Being strictly indispensable for company activities 

● Tax receipts or invoices must meet tax requirements stated in the Federal Tax Code for these 

kinds of documents (VAT transferred separately on invoices, taxpayers ID of seller and buyer, 

address of seller, number of goods sold, place and date, among others) 

For this purpose, there must be evidence of the working relationship between the company and the 

employee making the expenses; all supporting documentation must be issued with the company’s 

information (tax ID, name of the entity, etc.). 

6.2. VAT disbursements pertaining to cars owned by subordinates 

Business entities may credit VAT related to expenses incurred regarding fuel, oil, services, repairs and 

spare parts for cars owned by employees when their use is strictly indispensable to carrying out 

company activities. 

Additionally, requirements mentioned in section 4.2 of this document must be complied in order to be 

able to credit the corresponding VAT. 
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7. Income taxes – drivers’ personal taxation 
7.1. Private use 

In terms of the ITL, any income obtained by a subordinate is considered as taxable regardless if it is in 

cash, in-kind, services or any other similar concept. 

Goods provided by the employer to employees to be used in the normal course of their work are not 

considered to qualify as income in-kind, as they are required to carry out the work. 

On the basis of the foregoing, company vehicles provided to employees for their private use in first 

instance qualify as taxable income for the employees and must therefore be considered in their annual 

tax return. 

However, since companies structure these transactions in different ways, each situation must be 

analyzed on a case-by-case basis in order to determine whether or not the employees are required to 

pay tax when they are provided with a company vehicle. 

It should be mentioned that in most of the cases, employees are not required to accrue this income in 

their annual tax return. 

As mentioned in section 4.2, in the case of cars owned by subordinates, companies may deduct 

expenses incurred for gasoline, oil, services, repairs, spare parts and mileage, provided certain 

regulations are complied with. 

Payments received by employees from the employer do not qualify as employee income as specified 

below: 

● Payments merely made to refund the employee for the portion of expenses incurred on behalf of 

the employer. 

● Payment should not be considered to form part of the employee’s salary, since it does not qualify 

as a salary or any other compensation. 

● Likewise, the provisions dealing with employee income state that transportation aid qualifies as 

compensation for services rendered, unlike the reimbursement of expenses incurred in 

connection with an item or tool used during the course of the employee’s work. 

7.2. Business kilometers 

In the case of employee’s cars, companies may deduct expenses incurred for gasoline, oil, services, 

repairs and spare parts when they arise as consequence of travel required by company operations. 

The aforementioned deduction may not exceed MX $0.93 pesos per kilometer covered by the car, and 

the distance covered may not exceed 25,000 kilometers for the period; in addition, all other deduction 

requirements must be met. 

In this case, refunds obtained by the employee must not be considered as taxable income and in 

consequence they must not consider these expenses as deductible item in their annual tax return. 

8. Selling a car 
8.1. Taxable persons 

For income tax purposes, selling cars is considered taxable income. The gain on the sale of cars is 

determined by diminishing from the price of sale the cost of the car pending to be depreciated (for this 

purpose we should consider the limit of deduction which is MX $175,000 pesos or MX $250,000 pesos 

for electric vehicles).  
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The sale of cars, performed by a company, is subject to pay VAT; it is important to mention that the 

VAT on alienation of used cars and trucks acquired from individuals (not obliged to be transferred 

expressly and separately), shall be computed with reference to the value of the price or compensation 

paid there of diminished with the acquisition cost of the asset (not including expenses arisen from 

repairs or improvements thereof). Tax on such repairs, which is transferred, can be credited in the 

terms of the VATL. Acquirers of such used cars and trucks shall comply with the following 

requirements: 

● Payment should be made by nominative check in the name of the alienator. 

● Keep invoice, official identification of the alienator and all other documents showing the latter’s 

name, domicile and (when applicable) tax ID, brand, type, model year and engine, and body 

serial numbers of the vehicle. 

8.2. Private individuals 

In principle, individuals do not need to charge VAT and consider as taxable income the amount 

obtained from the sale of a used car. 

9. Tax incentives 
9.1. For production and promoting exports of vehicles and parts; 

Mexico has a number of specific programs such as: 
9.1.1. Decree to promote manufacturing, maquila and export services companies 

(IMMEX) 

IMMEX was enforced in November 2006. This decree consolidates the maquila and PITEX programs 

(the previous temporary import programs), nullifying the PITEX program. In order to enroll, entities 

must export at least 500,000 USD or 10% of their production. Such program is authorized by the 

Ministry of Economy (Secretaría de Economía). Main benefits are: 

● Temporary (duty-free) imports (raw materials) for up to 18 months for raw materials, supplies 

and packing materials used on the exported production. 

● Exemption from import duties spare parts and other consumables used in the production of 

exports. 

● The domestic sale of part of the production (with foreign content) covered under the change of 

regimen from temporary to definitive and the payment of the corresponding import duties and 

other taxes over the foreign contents thereof. 

The life of an IMMEX program is indefinite as long as the company complies with the provisions, 

which include the following: 

● Generate a foreign trade operations annual report according to the program. 

● Keep an automated inventory record to control the merchandise imported and exported during 

the life of the program. 

● Export the raw materials imported into Mexico within 18 months, at the latest. 

Zero rate of value-added tax (VAT) is applicable to exports, even when they are physically exported by 

a third party, provided they remain under the temporary importation regime. 

IMMEX includes the services authorized in the maquila programs, as well as the additional services of 

repairing, cleaning, quality-control testing, packing, painting, greasing activities and technological 

support services (software). 
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9.1.2. Maquila (toll manufacturer) 

On December 2013, the IMMEX definition was included in the Mexican Income Tax Law were the 

maquila operation as including the following situations: 

● Raw materials that are supplied by a foreign resident (with whom the maquila has a maquila 

contract) and are temporarily imported to be processed, transformed or repaired and returned 

abroad, in accordance with Mexican customs law and the IMMEX decree, including virtual 

import- export customs declarations. For this purpose, it would not be necessary to export scrap 

or waste. 

● The maquila would also be permitted to have goods imported under the permanent regime and 

local purchases can be made, as long as such goods are consumed in production or are exported 

with the temporarily imported inventory under the IMMEX program. 

● As a general rule the process, transformation or repair of goods would be required to be 

performed with temporarily imported machinery and equipment (M&E) and property of the 

foreign resident.  

● For Maquiladoras operating under the grandfathering rule applicable to Maquiladoras 

established prior to 2010 (i.e. currently not obliged to comply with the rule requiring that 30% 

or more of the machinery and equipment used in the Maquila operation be owned by the foreign 

principal), the decree establishes a two-year period to comply with this requirement on a 

prospective basis. 

● Companies must fulfill all requirements established in articles 2 and 216-bis of the MITL, and it 

is not considered a maquila activity when goods transformed or repaired are sold in Mexico, 

unless such sale is documented with an export customs declaration (i.e. virtual exportations). 

Therefore, local sales would not ordinarily be deemed to be operations described in MITL 

articles 2 and 216-bis. 

● As from July 2015, all revenues associated with productive activities must derive solely from 

Maquila activities. 

9.1.3. Sectorial relief programs (SRPs) 

The SRPs charge companies a preferential tariff rate to import goods intended for production, 

regardless of the country of origin, and charge preferential rates (foreign trade taxes from 0% to 5%). 

The authorized sectors in which companies are able to charge preferential rates in the importation of 

goods are the following: 

● Automobile and auto-parts industry 

● Electronic industry 

● Capital goods industry 

● Chemical industry 

● Rubber and plastic manufacturing industry 

● Steel industry 

● Leather and fur industry 

The program lifecycle is indefinite as long as the company complies with the provisions, such as the 

production of other imported goods and the submission of an annual report. 

9.1.4. Bonded warehouse 

The bonded warehouse regime consists of introducing for a limited period of time foreign, national or 

nationalized goods into authorized warehouses, with the purpose of storing them for safekeeping, 

exhibition, distribution, transformation or to be repaired, as long as the goods are strictly controlled. 
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The main benefits of said regime are as follows: 

● Neither import duties nor VAT nor countervailing duties will be paid, except for those cases 

contemplated within the Free Trade Agreements’ rules prevailing accordingly. 

● Non-tariff restrictions and regulations do not have to be complied with, except for those 

regarding animal and vegetable sanitation, public health, environmental and national security. 

● Duties and VAT will be trigger only if goods are extracted to domestic market, via a definitive 

importation. 

9.1.5. Import duty drawback 

Under import duty drawback all exporters (including indirect exporter suppliers) are entitled to the 

refund of import duties paid up to one year before on imported merchandise integrated into exported 

goods or sold to other entities that physically transport the exported assets. 

9.1.6. Charging equipment for electric vehicles 

Tax incentives are given to taxpayers of the income tax that made investments in charging equipment 

for electric vehicles, whenever the requirements established in Law are fulfilled. This incentive is 

equivalent to the 30% of the investment amount. 

9.2. Companies contracting special needs or blind persons 

Employers may deduct IT withheld from employees with physical disabilities (which is refunded to 

them). 

9.3. Incentive for employing persons 65 and over 

The March 8, 2007 decree provides individuals and business entities subject to income tax with an 

incentive consisting of deducting (from taxable income) an additional 25% of salaries actually paid to: 

● Persons 65 or over; 

● Persons with motor incapacity requiring the permanent use of prosthesis, crutches or 

wheelchairs; mental incapacity; hearing incapacity or speech impediments with 80% or more of 

normal capacity; and blind persons. 

9.4. R&D incentives – General Background 

The National Council of Science and Technology (CONACyT) is the governmental entity in charge of 

promoting Research and Development of Technology (R&D) in Mexico; thus, it has been operating 

several programs with this purpose, such as the “Program to Incentive Innovation”. 

This national program summons micro, small and medium enterprises (MIPYMES), big companies 

and individuals with business activity, duly registered in the RENIECYT (CONACyT’s internal registry) 

with R&D projects focused on the creation of specialized jobs, green ideas, competitiveness, innovation 

and added value. Notwithstanding its success, in 2019 the call for this program was canceled and up to 

this moment, it remains temporarily suspended.  

Tax Incentive for R&D 
 

This is an incentive granted by means of a tax credit equivalent to the 30% of the taxpayers’ investment 

in R&D, with the possibility to exercise it throughout a period of 10 years.   

The authorities involved are: The National Council of Science and Technology (CONACyT), the 

Ministry of Economy (SE), the Service of Tributary Administration (SAT) and the Ministry of Treasure 

and Public Credit (SHCP).  
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The most important issues to consider related to this incentive are: 

● Due date to file application: It usually opens in March and closes in May. 

● 30% of the eligible investment and expenses is the maximum percentage to be obtained or a 
maximum of 50 million pesos. 

● It is necessary to be fully compliant with tax obligations. 

● It does not coexist with any other incentive or fund managed by CONACyT. 

● Companies under special tax regimen (according to articles 182, 187 and 202 of the Income Tax 
Law) are not candidates for this incentive. 

● Companies will be able to request financial support for the projects developed during the 
current business year; however, the company should have been investing in R&D at least for the 
past three years. It is important to consider that this support is subject to budgetary guidelines. 

●  In addition to the information requested in the application, it should contain hypothesis, 
possible solutions, methodology, expected results, as well as the commitment to develop 
prototypes and to produce IP rights. 

9.5. AML regulation 

From the AML standpoint, according to section VIII of Article 17 of the Federal Law for Prevention 

and Identification of Transactions Involving Funds from Illegal Activities and used to Finance 

Terrorism (Mexican Anti- money laundering Law), the habitual business or professional activities 

involving the commercialization of new or used motor vehicles with a value equal to or greater than 

3210 UMAs (approx. MX $278,884 pesos) verifies a vulnerable activity; in case the transaction exceeds 

6420 UMAs (approx. MX $557,769 pesos) a notice should be issued by means of the electronic AML 

webpage managed by the tax authorities.   

Depending on the nature of the breach, fines determined by authorities can go from MX $17,376 pesos 

to MX $5,647,200 pesos, or even 10% of the transaction, whichever results higher. Depending on the 

of the infraction, the Mexican Anti-money laundering law considers criminal penalties range from 2 to 

8 years in prison. 

10. Others 
Although the T-MEC continues and follows the same basis of NAFTA, chapters and provisions were 

added in various items, such as increasing the percentage of regional content in the automotive 

industry, combat to corruption and bribery, greater rules and requirements for certain manufactured 

components are made in areas of high wages, greater protection to the intellectual property, new rules 

for e-trade, among others. 
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11. Legal background 
● MIT Law 

● VAT Law 

● NAT Law 

● Science and Technology Law 

● Customs Law 

● USMCA 

● Decrees 

● Local laws 
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Moldova 

1. Import duties 
1.1. Customs duty 

The vehicles imported to the Moldovan customs territory may receive the status of goods released into 

free circulation on the territory of Moldova, provided that the related customs duties (i.e. customs 

duty, customs procedure tax, excise duty and VAT, if applicable) are settled and commercial policy 

measures are fulfilled by the importer thereof. 

Generally, under the Moldovan customs legislation, customs duties are charged and levied depending 

on the customs tariff classification and customs value of the goods to be imported. 

Under the Moldovan customs provisions, the GATT’s valuation agreement is generally applicable. 

The vehicles (with exploitation period exceeding 7 years) imported into Moldova are generally subject 

to customs duties up to 10% of their customs value. For instance, the customs duty applied to the 

import of motor vehicles for the transport of ten or more persons, including the driver (tariff heading 

8702) is 10%, while for motor vehicles (tariff heading 8703) the customs duty is nil. 

Please note, that vehicles (under tariff heading 8702 and 8704) with exploitation period not exceeding 

7 years are exempted from custom duties. 

Exemptions from customs duties are applicable on cars imported in Moldova by temporary admission 

regime, but these cars cannot be sold, rented or sublet, or given in bailment, pledged or transferred to 

other persons.  

1.2. Customs procedural tax 

Customs procedural taxes are also levied upon import into Moldova. The rates for taxes for customs 

procedures are as follows: 

• Tax for customs procedures upon import into Moldova: 

− For goods with a customs value between 100 EUR and 1,000 EUR, the rate is 4 EUR 

− For goods with a customs value exceeding 1,000 EUR, the rate is 0.4% of the customs 

value, but not exceeding 1,800 EUR 

• Tax for automatic processing of the customs declaration: 

− For the first form: 4 EUR 

− For each continuation form (if any): 1 EUR 

1.3. Excise duty 

Motor vehicles are also subject to excise duties upon importation into Moldova. The excise duty rates 

depend on the type, cylindrical capacity of engine, exploitation period and apply per cubic centimetre, 

as follows: 

• For vehicles with gasoline engines, it ranges from MDL 9.56 to MDL 59.13; 

• For vehicles with diesel or half-diesel engines, it ranges from MDL 12.23 to MDL 59.13. 
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• Notwithstanding the provision of legislation, the excise rate is reduced by 50% for the vehicles 

classified under the 870360 and 870370000 tariff codes. The excise duty is reduced by 25% for 

the vehicles classified under the 870340 and 870350000 tariff codes. The 25% discount from 

the excise duty shall not apply to micro and mild hybrid vehicles. 

As an exception to the general rule, the excise duty for an imported antique car (i.e. where cultural-

historical value is confirmed by the competent state authority) applies as follows:  

• cars older than 30 year, but no more than 39 inclusive – MDL 40,000; 

• cars older than 40 years, but no more than 49 inclusive – MDL 30,000; 

• cars older than 50 years – MDL 20,000. 

For imported luxury vehicles (with customs value exceeding 600,000 MDL) additional excise rate is 

applied depending on the vehicle customs value.  

The below table represents the additional excise rates that should be applied at the import of the 

luxury vehicles. 

Customs value (MDL) Additional excise rate (%) 

Minimum Maximum   

600,000 700,000 2% 

700,001 800,000 3% 

800,001 900,000 4% 

900,001 1,000,000 5% 

1,000,001 1,200,000 6% 

1,200,001 1,400,000 7% 

1,400,001 1,600,000 8% 

1,600,001 1,800,000 9% 

1,800,001   10% 

 

Moldovan customs law provides for a general prohibition on the import of means of transport, engines 

and bodyworks, classified under the tariff heading 8703, with an exploitation period exceeding ten 

years. As regards the cars vehicles designed to carry up to 20 persons classified under the tariff 

heading 8702 (including engines and bodyworks for them), the import into Moldova is prohibited if 

their exploitation period exceeds seven years. There are, also, other limitations for import in Moldova 

of the used vehicles (e.g. trucks classified under specific tariff headings, vehicles designed to carry 

more than 20 persons, etc.). 

1.4. Import VAT 

The 20% VAT rate is applicable on imported vehicles, except for the motor vehicles classified under 

tariff subheadings 870321, 870322, 870323, 870324, 870331, 870332, 870333, 870340, 870350000, 

870360, 870370000, 870380, 9705 of the Moldovan Nomenclature of goods, for which VAT 

exemption is applicable. Agriculture trucks and scooters with electric motors classified under specific 

tariff headings are also exempted from VAT.  
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Generally, the import VAT on car acquisition is recoverable/deductible for entities registered as VAT 

payers, provided the vehicles are used for business purposes and all supportive documents are 

available (e.g. invoice, customs declaration, etc.). 

Also, the current Moldovan law provides for VAT and customs duties exemption upon the import of 

long-term assets, including vehicles, contributed in kind to the statutory capital of a company (with 

certain exceptions), provided certain conditions are met. 

2. Car registration 
2.1. When does a car need to be registered? 

As a general rule, all cars are subject to registration with the State Register of Transport, within the 

Agency for Public Services.  

A car should be duly registered before it is admitted to the road traffic. The registration of a car is 

confirmed by a registration certificate and a number plate. 

2.2. Who can register a car? 

A car can be registered by individuals (Moldovan and foreign citizens, as well as stateless people) or 

legal entities incorporated in Moldova. 

2.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, foreign citizens may register their vehicles in Moldova (subject to specific provisions). 

2.4. Can a vehicle with a foreign number plate be used on public 
roads? 

A vehicle with a foreign number plate can be temporary used on the territory of Moldova. Generally, 

the allowed period for using public roads is 180 days with the condition of paying Moldovan vignette. 

The period could be extended with condition of paying vignette for further 180 days only for cars 

driven by individuals with foreign residence and driver’s license.  

3. Car taxation 
3.1. What are the different car taxes? 

Following the registration of a car and its use on public roads in Moldova, several car taxes become 

due: 

• Road tax: 

− Tax for vehicles registered in the Republic of Moldova 

− Tax for vehicles not registered in the Republic of Moldova, with some exceptions 

(Vignette) 

− Tax for the vehicles with total weight, axle load or dimensions exceeding the admitted 

limits 

− Other taxes 

• Local taxes: 

– Tax on rendering passenger transport services on the territory of municipalities, cities and 

villages (communes) 

– Parking tax 

– Parking lot tax 
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3.2. Road tax for vehicles registered in Moldova 
3.2.1. Taxable event 

Road tax is charged on a vehicle’s 

• primary state registration; 

• current state registration (i.e. when amendments in state registration are performed), if the tax 

was not paid before this date, and 

• annual technical testing, if the tax was not paid before this date. 

The road tax is not due on the change of ownership, if it was already paid for the current tax period 

(i.e. calendar year) and the former owner may not be refunded the road tax already paid. 

Tractors and trailers used in agricultural activities, public electric transport vehicles and the vehicles of 

foreign military equipment are not object of taxation. 

3.2.2. Taxable person 

The road tax is due by individuals and legal entities – holders of vehicles registered in the Republic of 

Moldova. 

Exemption is applied for vehicles owned by the companies-residents of IT Parks. 

3.2.3. Tax due 

Road tax is assessed based on the following (i.e. depending on the vehicle type): 

• Cylinder capacity (expressed in cc) 

• Lifting capacity of the vehicles (expressed in tonnes) 

• Weight (expressed in tonnes) 

• Number of passenger seats in the vehicle 

Please find hereafter an overview table. 

No. Object of taxation Unit Tax (MDL) 

1 Motorcycles, with engine (cylinder) capacity   

 up to 500cc inclusive unit 300 

 over 500cc unit 600 

2 Cars, vehicles for special use on car chassis, with engine (cylinder) capacity 

 up to 2,000cc inclusive cc  0.60  

 from 2,001 to 3,000cc inclusive cc 0.90 

 from 3,001cc to 4,000cc inclusive cc 1.20 

 from 4,001cc to 5,000cc inclusive cc 1.50 

 over 5,001cc cc 1.80 

3 Trailers tonne 270 

4 Semi-trailers with a lifting capacity indicated in the registration certificate 

 up to 20t inclusive tonne 225 

 over 20t unit 4,500 

5 Auto trailers, tractors unit 2,250 

6 Trucks, vehicles for special use on truck chassis, any other self-propelled vehicles, with a total weight 
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No. Object of taxation Unit Tax (MDL) 

 up to 1.6t inclusive unit 1,200 

 from 1.6t to 5t inclusive  unit 2,250 

 from 5t to 10t inclusive  unit 3,000 

 over 10t  unit 4,500 

7 Buses with a capacity1 

 up to 11 seats unit 2,925 

 from 12 to 17 seats inclusive unit 3,600 

 from 18 to 24 seats inclusive unit 4,275 

 from 25 to 40 seats inclusive unit 4,725 

 over 40 seats unit 5,400 
 

1 The number of seats is calculated without taking into account the driver’s seat. 

3.2.4. Tax period 

The tax period is the calendar year. 

3.3. Road tax for vehicles not registered in Moldova (vignette)  
3.3.1. Taxable event 

The road tax is charged when the vehicle (not registered in Republic of Moldova) enters or is transiting 

the territory of the Republic of Moldova.  

An exemption from the road tax applies on vehicles registered in countries with which Republic of 

Moldova has available bilateral and multilateral agreements in area of road transport without payment 

of road tax.  

The tax is computed by the authorized points appointed by the responsible authority of central public 

administration and is paid at state border. 

3.3.2. Taxable person 

The road tax is due by individuals and legal entities holders of vehicles not registered in the Republic 

of Moldova that enter or transit Republic of Moldova territory. 

The following persons are not subject to vignette: 

• Resident individuals or legal entities who place vehicles under import customs regime; 

• Owners of vehicles registered in other states and which have authorization for international 

transport;  

• The diplomatic missions, consular offices, and its personnel (i.e. in respect of vehicles and 

trailers from special tariff positions) 

3.3.3. Tax due 

Please find below an overview table. 

 Object of taxation Period, days Tax (EURO) 

1 Vehicles classified under the tariff heading 8703 and trailers 
attached to them  

7 4 

15 8 

30 16 

90 45 
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 Object of taxation Period, days Tax (EURO) 

180 85 

2 Vehicles classified under the tariff heading 8703 and trailers 
attached to them introduced on the territory of Republic of 
Moldova by individuals with domicile in foreign countries and who 
holds driver’s license issued by the state where they have domicile 

More than 
180 

180 

shall be paid for 
each consecutive 
180-day period, 
including the 
incomplete periods 
following the first 
180 days 

3 Buses with the capacity:   

 from 9 to 24 seats inclusive 1 6 

7 24 

30 48 

90 120 

12 months 480 

 over 25 seats 1 7 

7 28 

30 56 

90 140 

 12 months 560 

4 Trucks with or without a trailer, tractors with or without 
semitrailer (not exceeding the admitted axle load weight), with a 
total weight: 

  

 up to 3.5t inclusive 1 5 

7 20 

30 40 

90 100 

12 months 400 

 from 3.5t to 10t inclusive 1 8 

7 32 

30 64 

90 160 

12 months 640 

 from 10t to 40t inclusive 1 11 

7 55 

30 112 

90 280 

12 months 1120 
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3.4. The road tax for the vehicles with total weight, axle load or 
dimensions exceeding the admitted limits 

3.4.1. Taxable event 

The respective tax is levied when a vehicle which is using the roads of the Republic of Moldova has a 

total weight, axle load or dimensions exceeding the admitted limits. 

The tax is calculated by specialized body of public administration authorities. 

3.4.2. Taxable person 

The tax is due by individuals (citizens of the Republic of Moldova, foreign citizens and stateless 

persons) and legal entities (residents and non-residents) who hold vehicles whose total weight, axle 

load or dimensions exceed the admitted limits. 

3.4.3. Tax due 

Please find below an overview table. 

No  Object of taxation Tax (EURO) 

1. Issue upon request of the preliminary notification and special 
authorisation 

5 

2. The excess of the admitted limits of axle load:  

 up to 2t inclusively 0.15 for each t in excess  
x km 

 over 2t  0.30 for each t in excess  
x km 

3. The excess of the admitted total weight of the vehicle with 
cargo (without exceeding the axle load) 

0.08 for each t in excess  
x km 

4. The excess of the admitted dimensions, respecting the limits for  
weight load: 

 the width or height up to 50cm  

or the length up to 100cm 

0.2 for each kilometre  
x km 

 the width or height between 50cm–100cm 

or the length between 100cm–200cm 

0.3 for each kilometre  
x km 

 the width or height between 101cm–150cm 

or the length between 201cm–350cm 

0.5 for each kilometre  
x km 

 the width or height between 151cm–200cm 

or the length between 351cm–600cm 

0.7 for each kilometre  
x km 

 the width or height between 201cm–250cm 

or the length between 601cm–900cm 

0.9 for each kilometre  
x km 

 the width or height between 251 cm–300cm 

or the length between 901cm–1200cm 

1.2 for each kilometre  
x km 

 the width or height over 301cm or the length over 1201cm 1.5 for each kilometre  
x km 

5. Re-weighing or re-measurement of the vehicle dimensions 
after rearranging the cargo 

7 for one operation 

3.4.4. Tax period 

The taxable person pays the entire tax amount before obtaining documents allowing the use of the 

respective vehicles. 
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3.5. Local car-related taxes 
3.5.1. Taxable event 

Moldovan tax law stipulates the following local car-related taxes: 

• Tax on rendering passenger transport services on the territory of municipalities, cities and villages 

(communes) 

• Parking tax 

• Parking lot tax 

3.5.2. Taxable person 

No. Tax Taxable person 

1 Tax on rendering passenger transport services on the 
territory of municipalities, cities and villages 
(communes) 

Individuals and legal entities registered as 
entrepreneurs that are rendering passenger 
transportation services on the territory of 
municipalities, cities and villages 
(communes) 

2 Parking tax Individuals and legal entities registered as 
entrepreneurs that are rendering parking 
services 

3 Parking lot tax Individuals and legal entities that hold 
vehicles and use parking lots 

3.5.3. Tax due 

Please find below an overview table 

No. Tax Object of taxation Tax rate 

1 Tax on rendering passenger 
transport services on the 
territory of municipalities, 
cities and villages 
(communes) 

Number transport units 
(depending on the 
number of seats) 

Local tax rates are 
established separately 
by each local public 
administration 2 Parking tax Parking surface, square 

metre 

3 Parking lot tax Parking lot units 

3.5.4. Tax period 

Tax on rendering automobile passenger services on the territory of municipalities, cities and villages 

(communes) and parking tax are paid on a quarterly basis by 25 of the month following the reporting 

quarter. Parking lot tax should be paid considering the conditions established by each local public 

administration. 

4. Corporate income tax (CIT) 
4.1. Level of deduction of car-related expenses 

Vehicle depreciation, fuel costs or operational rent expenses are generally deductible for CIT purposes, 

provided the following conditions are met: 

• The vehicle is used for business purposes 

• Confirmative documents are made available (i.e. invoices, documents proving the fuel consume, 

waybills, etc.). 
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The deduction of expenses related to the calculation of depreciation, repair, and maintenance of 

automobiles used by individuals with leading positions in a company is limited to one automobile for 

each individual.  

4.2. Tax depreciation 

According to the fiscal law, fixed assets’ evidence is be held for each asset in part by applying straight-

line method of depreciation. The depreciation norm of each fixed asset is determined as the ration 

between 100% and its useful life established by the Government. 

4.3. Repair expenses  

Subsequent costs related to the maintenance, technical assistance and repair of fixed assets owned by 

taxpayer, incurred to maintain them in a functional state and which, according to the provisions of the 

National Accounting Standards are reflected as current costs/expense, are also deductible for CIT 

purposes. 

Also, subsequent costs incurred for repair or development of fixed assets in order to improve their 

initial characteristics and increase the expected economic benefits from their use, which according to 

the National Accounting Standards are capitalized on fixed assets’ value, are capitalised on fixed 

assets’ value for tax purposes as well. 

According to tax law, the repair expenses of assets under operational leasing, rental agreement, 
concession are deducted in limit of 15% of lease, rental, royalty (for concession) fees amounts incurred 
during the tax period. The expenses exceeding the related limit are capitalised on fixed assets values.  

4.4. Expenses related to interest 

• There are no thin capitalisation rules in Moldova (i.e. no debt to equity ratio is applicable for 

deductibility of interest expenses). However, general deductibility rules should apply at the 

deduction of the interest expenses. 

Specifically, the following provisions should be considered: 

• Interest expenses incurred by legal entities, based on a loan contracts concluded with 

individuals and legal entities (except entities from financial sector) can be deducted in the limit 

of the weighted average interest rate applied for loans granted by the banking sector to legal 

entities for a period of up to 12 months and over 12 months, in the section of MDL and foreign 

currency (values are set by the National Bank of Moldova and published on its official website). 

• If a loan is obtained to acquire a vehicle, the related interest expense should be capitalised to the 

vehicle’s initial fiscal value for the entire period until the vehicles are put into exploitation. The 

deductibility of this expense would be capped at the above limit. The exceeding difference is 

treated as a CIT non-deductible expense. 

4.5. Expenses related to the auto-tyres and the accumulator cells 

Moldovan law provides specific rules related to CIT deductibility of the auto- tyres and the 

accumulator cells (e.g. deductible expenses are recognised on an accrual basis with specific evidence of 

their effective usage). 

5. Value Added Tax (VAT) 
5.1. General 

The standard Moldovan VAT rate is 20%. It is applied on the amount of the taxable supply of 

goods/services performed on the local Moldovan market, as well as on the taxable amount of imported 

goods/services. 
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Import and supply of cars specified under tariff code 8703 (within specific tariff codes mentioned 

under section 1.4 above) and agriculture trucks and scooters with electric motors classified under 

specific tariff headings are VAT exempted with no deduction right. 

All kinds of international transportation of passengers and goods are VAT exempted with the 

possibility to refund the related input VAT. 

Taxable persons are, among others: 

• legal entities, individuals and non-residents performing entrepreneurial activity through 

permanent establishment that are registered for VAT purposes or that are required to be 

registered as VAT payers; 

• legal entities, individuals and non-residents performing entrepreneurial activity through 

permanent establishment importing goods, provided that no VAT exemptions apply; 

• legal entities, individuals and non-residents performing entrepreneurial activity, except social-

politic organizations, through permanent establishment importing services, regardless of 

whether or not registered as VAT payers; 

• legal entities and individuals performing business activity that procure on the territory of the 

Republic of Moldova the property of enterprises registered as VAT payers and declared 

insolvent, except for those in the process of restructuring and implementation of the plan, in 

accordance with the provisions of insolvency legislation. 

Under the general rule, the VAT-able amount of a taxable supply represents the value paid or payable, 

except VAT. Should a supply be entirely or partly settled in kind, the VAT-able amount has to be equal 

to the market value of the supply. 

5.2. Deduction 

Under the current VAT legislation, input VAT incurred in relation to acquisitions of goods and services 

may be fully deducted, provided it is incurred by a VAT-payer for performing VAT-able supplies within 

its business activity. 

No VAT can be deducted for acquisitions made before registering as a VAT payer.  

Input VAT on acquisitions of goods/services used for performing VAT- exempted operations without 

deduction right (e.g. passenger transport on the territory of the Republic of Moldova) or used for non-

business purposes will not be deductible for VAT purposes. 

Input VAT incurred on acquisitions intended for performing both VAT-able and VAT-exempt 

operations is deductible on a pro-rata basis. 

VAT deduction is allowed for all kinds of international transportation of passengers, goods and some 

services, which are VAT exempted with deduction right.  

It is allowed to deduct input VAT paid or to be paid for maintenance, operation and repair expenses for 

one car used by general, executive and other similar directors or by administrative managers including 

the headquarters. The input VAT related to maintenance, operation and repair of cars other than those 

previously mentioned is not deductible and should be allocated to expenses or costs.  

5.3. Hire purchase: Supply of goods? 

From a VAT perspective, a hire-purchase transaction can be assimilated into a supply of goods based 

on a contract stipulating that the payment is made in instalments and providing that the ownership is 

transferred at the latest upon payment of amounts due. Therefore, VAT is applied depending on 

whether the respective transaction is taxable or VAT exempted (e.g. selling cars, considering the tariff 

codes classification of the respective goods – VAT exempted). 
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In Republic of Moldova, hire purchase transaction could be assimilated with financial leasing. For 

more details, please see our comments below. 

5.4. Leasing: Supply of services? 

According to the tax law in force, for VAT purposes, a lease agreement is considered: 

• a supply of goods in case of vehicles transferred based on a financial leasing or 

• a supply of services in case of vehicles used based on operational leasing agreement. 

VAT is due on the principle amount of the goods subject to a financial leasing agreement. Interest-

related income received by the lessee under a leasing contract is considered out of VAT scope. 

Leasing payments according to the operational lease agreement are considered as supply of services 

being taxable at the standard VAT rate. 

6. Company car 
6.1. VAT due on private use of company cars 

The private use of a company car is deemed to be a VAT-able supply, irrespective as to whether the 

employee pays or does not pay a part of contribution for the use of this car. 

The following cases can be distinguished: 

• The employee pays no contribution: the VAT would be due for the market price of the rental 

services. 

• The employee pays a part of the contribution: the VAT-able amount of the respective supply of 

service represents market price of the services. 

6.2. Income tax on private use of company car 

The use of the company car for private purposes (with no contribution paid by employee) is 

assimilated a benefit in kind provided by employer to its employees that represents a taxable event.  

In case a company car is used for both business and private purposes (with no related contribution 

paid by employee), only the part related to the private use shall be considered being a benefit in kind. 

The expenses related to the private use of company car are treated as CIT non-deductible. 

• According to the Moldovan tax law, for income tax purposes, the benefit in kind for the private 

use of a company car is determined to be 0.0373% of the value base per each day of use. The 12% 

personal income tax rate is applicable on this type of benefit.  

Additionally, private use of company car by employees may be subject to other payroll taxes, namely: 

• Social security contributions of 18% (due by employer) and 6% (due by employees).  

• Health insurance contributions of 4.5% (due by employer) and 4.5% (due by employees). 

6.3. Other taxes on company cars 

Payment for environmental pollution is due by legal entities and individuals performing business 

activity that import secondhanded vehicles: 

• 0.6% from invoice value of specific secondhanded vehicles used for goods transportation (i.e. 

8704); 

• 0.6% from invoice value of specific secondhanded vehicles used for transportation of more than 

10 persons (i.e. 8702). 
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7. Income taxes – drivers’ personal taxation 
The drivers’ remuneration payable by the company is generally subject to the same personal income 

tax, social security and health insurance contribution rates, as specified under point 6.2 above.  

Generally, drivers would be subject to the same payroll tax treatment, regardless of the contractual 

arrangements with the company (i.e. being employed or rendering services). 

Taxi drivers, employee of the taxi entities, have a special tax regime. Thus, for wages not exceeding 

10,000 MDL per month they are subject to a fixed amount of 500 MDL of the income tax that should 

be paid by the employer on a monthly basis. The remuneration exceeding the amount of 10,000 MDL 

shall be taxed with a 12% personal income tax. 

Additionally, the employers should pay on a monthly basis: 

• 1/12 from the fixed amount of Social Security Contributions (i.e. 10,740 MDL for 2020); 

• 1/12 from the fixed amount of Health Insurance Contributions (i.e. 4,056 MDL for 2020) 

8. Selling a car 
8.1. Taxable persons 
8.1.1. VAT 

In case a taxable person sells a vehicle that was and/or are subject to depreciation, VAT needs to be 

charged on the highest value between the balance sheet value and the market price. In addition, a VAT 

exemption might be applied for sale of cars listed under specific tariff headings. 

8.1.2. CIT 

Upon the sale of vehicles, derived income shall be taxable under the general CIT rules. 

8.1.3. Withholding tax (WHT) 

The following WHT rates might be applied by the Moldovan companies acquiring vehicles from private 

individuals: 

• 12% WHT on capital gains and rental fees paid to non-residents (specific rules apply to such 

transactions). 

• 10% WHT from rental fee paid to Moldovan resident individuals. 

• Also, Moldovan companies might apply a 12% WHT from payments made to private individuals 

in relation to disposal of the means of transport. 

8.2. Private individuals 

In principle, the sale of cars by individuals is not subject to VAT, unless it is performed on an on-going 

basis.  

Upon the sale of vehicles by the individuals (Moldovan tax residents), their income would be generally 

deemed as capital gain, should the respective vehicles represent a private property not used previously 

for business activity. 

• The taxable income earned from the vehicle sale is therefore deemed as a capital gain, equal to 

50% of the difference between the purchase and the sale price. The capital gain shall be included 

in the individuals’ annual gross income and taxed with the standard 12% personal income tax rate.  

Specific rules apply to the transactions carried out between resident and non-resident individuals. 
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9. Legal background 
• The law on the procedures of import and export of goods performed by individuals from 

Moldova 

• The law on customs tariff 

• The law on payments for environment pollution 

• The Tax and Customs Code 

• Others 
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Netherlands 

1. Car registration 
1.1. When does a car need to be registered? 

All vehicles making use of the Dutch public roads need to be properly registered (and insured). If the 

vehicle is used (driven) by a person that has its normal place of residence in the Netherlands, the 

vehicle needs to be registered in the Netherlands (few exceptions apply). This registration is the 

common taxable event for the ‘private motor vehicle and motorcycle tax’ (BPM, see below). 

1.2. Who can register a car? 

The car needs to be registered in the name of the owner or the principal user of the car, a Dutch person 

or legal entity. A Dutch resident, with an age of at least 18 years, can register a vehicle. The owner or 

user has to do this in person. The application can also be submitted by someone else on behalf of the 

owner or user under specific circumstances. 

Car dealerships (and importers) can be accredited by the National Agency for Road Traffic (Rijksdienst 

voor Wegverkeer, or RDW), to register cars at the point of sale. The accredited dealership must be 

authorized to carry out this transaction. Importers and dealers are commonly RDW-accredited. 

To have a car transferred to your name, a valid ID is needed. The potential ‘holder’ of the vehicle is to 

sign for the registration in its name. 

Once a vehicle is registered in your name – or you are registered as user of the vehicle (vehicle itself 

owned by fleet owner) - you will be provided a vehicle data card from the RDW within a couple of days. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, it is possible for a foreign owner (i.e., with a foreign nationality) to register his vehicle in the 

Netherlands as long as the owner is considered a resident of the Netherlands. 

1.4. Can a vehicle with a foreign license plate be used on public roads? 

It is allowed in the Netherlands to use the public roads with a car with foreign license plates. However, 

if the person who is using the car is considered a Dutch resident, he/she in principle will have to pay 

BPM, unless an exemption can be applied for.  

In practice if a Dutch resident drives a car with foreign license plates he/she may be able to obtain a 

BPM exemption authorization. This authorization can be applied for with Dutch customs if: 

• the car is provided for by a foreign employer; 

• the employer provides for a written statement wherein is stated that the employee will use the 

car mainly for business purpose (in practice this means that from the total mileage, excluding 

the mileage from the employee’s home in the Netherlands to the workplace outside the 

Netherlands, more than 50% is business use outside the Netherlands); 

• the foreign employer allows that the car may also be used for private purposes and by in-house 

family members; 

• the same applies to employers (i.e., director, board members of the company that provides the 

car), however these should hold a mileage administration proving the 50% criterion. 

This exemption only applies to BPM – not to road tax (see below). Since 2014, the Dutch tax 

authorities have enhanced their supervision on vehicles with foreign license plates. Unless proven 

otherwise, the driver is in principle considered to be a Dutch resident and therefore liable to road tax. 
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Furthermore, it is allowed for Dutch residents to use a rental car that is registered abroad on the Dutch 

roads if and for so far the car is rented abroad and is only used in the Netherlands for drop off 

(maximum of 14 days). In other situations (for rental cars), tax is due for the time the car is rented (so 

proportional). 

2. Car taxation 
2.1. What are the different car taxes? 

In the Netherlands, the following taxes are levied in connection with the registration, sale, use or 

ownership of vehicles: 

• Private motor vehicle and motorcycle tax, mainly called car registration tax (BPM) 

• Road tax (Motorrijtuigenbelasting) 

• Tax on heavy vehicles (Belasting zware motorrijtuigen) 

2.2. Private motor vehicle and motorcycle tax (BPM) 
2.2.1. Taxable event 

Private motor vehicle and motorcycle tax (BPM) is charged on the first registration of all vehicles in 

the Netherlands that will be used on Dutch public roads. 

In principle, the use of Dutch public roads with cars that are not registered in the Netherlands but that 

are used by a person or entity that is established in the Netherlands is subject to BPM as well. 

In short, BPM is due when: 

• a motor vehicle is registered in the Netherlands or 

• a private individual or an entity that is established in the Netherlands uses Dutch public roads 

with an unregistered (or non-Dutch registered) motor vehicle. 

2.2.2. Taxable person 

The person mentioned as owner on a car’s registration document is in principle responsible for paying 

the BPM, although (as stated above) the BPM is often levied from the importer or manufacturer of the 

motor vehicle (if it is registered) who will then charge it to the buyer of the vehicle. 

However, in regard to the taxable event mentioned above (i.e., using Dutch public road with non-

Dutch registered car), the BPM will be levied from the person who actually is driving the car at the 

moment this is discovered by Dutch Customs, or alternatively from the person who actually files a 

BPM return. 

2.2.3. Tax due 

The BPM used to be calculated on the net list price of the vehicle, but since 2013 is fully based on CO2 

emission. The net list price is the list price minus the VAT and BPM. The list price is the selling price 

recommended by the manufacturer or importer of the motor vehicle in the Netherlands. As the ‘old’ 

levy system is still relevant for the import of used cars (i.e. to determine the depreciation), we have 

listed below some background on this.  

 When it concerns a used motor vehicle, the applicable list price is the Dutch list price of the date on 

which the motor vehicle was first put into use (e.g., in the country where the car came from). 

Please note that the automobile and motorcycle industry and price lists often use the term consumer 

price. This is the list price including VAT and BPM. The consumer price is therefore not the same as 

the list price. 
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Extra options, accessories and special versions are part of the net list price in case these are installed 

by the manufacturer or importer and are therefore subject to BPM as well. As from 2006 accessories 

that are installed by the dealers are no longer part of the taxable base for BPM. 

Information about the various prices (list price, net list price and consumer price) and about the prices 

of extra options, accessories and special versions can be obtained from the 

• importer, 

• dealer, 

• Bovag, 

• RAI or 

• ANWB. 

2.2.4. Calculation of the BPM 

The BPM used to be levied on the net list price (list price excluding VAT and BPM) of a motor vehicle. 

In the period from 2009 through 2013, the BPM was gradually replaced with a CO2-based levy. As such 

the general BPM rate (i.e. calculated as percentage of the net list price) was reduced in five years from 

40% to 0%, whereas the rate based on the absolute CO2 emission (grams per kilometre) has increased 

gradually. 

The calculation of BPM is entirely on the CO2 emissions of the car or motor vehicle. Since 2018, the 

CO2 emission of a car is determined on the basis of the new WLPT method An extensive research was 

performed on the impact of the new test method on CO2 emissions from cars. the research shows that 

the CO2 emissions of cars under this new method are on average higher. 

The CO2 amounts on which the the BPM is based will will therefore be adjusted downwards as of 1 July 

2020 to such an extend that the BPM revenue will not increase as a result of the new test method. The 

average BPM per car is expected to remain approximately the same. However, it is possible that the 

BPM on some cars will increase while the BPM on other cars will decrease.  

For cars whether driven by compression ignition engines or by non-compression ignition engine, the 

same calculation table is being used, as is reflected in the table below. However, specifically for plug-in 

hybrid vehicles, a separate table has been introduced as of January 1, 2017. In 2020 only zero-emission 

cars are exempt from BPM.  

With CO2 
emissions  
more than 

But not 
more 
than 

the tax amounts to the amount mentioned in column III, added to the 
amount calculated in column IV, multiplied by the amount of CO2 
emission (g/km) that exceeds the amount of CO2 emission mentioned in 
column I 

I II III IV 

0 g/km 68 € 366 € 2 

71 g/km 91 € 502 € 59 

95 g/km 133 € 1.859 € 129 

139 g/km 150 € 7.277 € 212 

156 g/km – € 10.881 € 424 

For cars with a diesel engine, the amount calculated on the basis of the table above is increased by 

89,85EUR for each g/km that exceeds 59g/km.  
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Per January 1, 2017, a new calculation of BPM specifically applies to plug-in hybrid vehicles: 

With CO2 
emissions  
more than 

But not 
more 
than 

the tax amounts to the amount mentioned in column III, added to the 
amount calculated in column IV, multiplied by the amount of CO2 
emission (g/km) that exceeds the amount of CO2 emission mentioned in 
column I 

I II III IV 

0 g/km  30 € 0 € 27 

30 g/km 50 € 810 € 111 

50 g/km - € 3.030 € 267 

From January 1, 2025 emission-free cars will be subject to a BPM rate of 360 euros (the minimum 

rate). The motor vehicle tax for fuel-efficient cars and emission-free cars will be increased to 

75 percent and 25 percent respectively of the regular motor vehicle tax rate.  

Used vehicles 

The BPM, due on used motor vehicles, is calculated with the following formula. The BPM, which would 

have been due on the motor vehicle in new condition, is to be reduced with a ‘depreciation’ amount. 

This ‘depreciation’ amount may be calculated on the basis of the ratio of the value of the vehicle in new 

condition (i.e. list price) and current market value for the vehicle, which could be substantiated by a 

taxation report. 

Alternatively, a depreciation scheme for used (imported) motor vehicles can be applied (this scheme is 

included in the BPM legislation). The BPM depreciation depends upon the age of the motor vehicle at 

the moment of registration and is calculated as follows11: 

Period as from 
first use 

But less than But less than 
reduction 

For every month passed partially or 
completely since the period mentioned 
in the first column, add the following % 

0 days 1 month 0% 8% 

1 month 3 months 8% 3% 

3 months 5 months 14% 2.5% 

5 months 9 months 19% 2.25% 

9 months 1 year and 6 
months 

28% 1.444% 

1 year and 6 
months 

2 years and 6 
months 

41% 0.917% 

2 years and 6 
months 

3 years and 6 
months 

52% 0.833% 

3 years and 6 
months 

4 years and 6 
months 

62% 0.75% 

4 years and 6 
months 

5 years and 6 
months 

71% 0.416% 

5 years and 6 
months 

6 years and 6 
months 

76% 0.416% 

 
11 Please note that the BPM rate and the reductions for motorcycles differ from cars. Also the energy label facility (see below) 

does not apply to motorcycles. 
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6 years and 6 
months 

7 years and 6 
months 

81% 0.333% 

7 years and 6 
months 

8 years and 6 
months 

85% 0.333% 

8 years and 6 
months 

9 years and 6 
months 

89% 0.25% 

9 years and 6 
months 

 92% 0.083% 

 

Under specific conditions, the BPM on delivery vans is exempted, if the user is a VAT taxable person 

(i.e., the so-called ondernemersregeling). 

As from 2007 BPM is (partly) refundable (i.e., the so-called rest BPM) in case motor vehicles that are 

registered in the Netherlands after October 16, 2006 will be registered in another EU member state 

and thus de-registered in the Netherlands. 

Motor vehicles used by emergency services (e.g., police, the fire brigade and ambulance services) or on 

hearses remain outside the scope of BPM. In addition, if a motor vehicle is used to more than 90% as a 

taxi, the BPM is refunded annually over a three-year period.  

2.2.5. As of January 1, 2020 the refund of BPM for taxis has been abolished. Tax period 

The BPM is due in full upon first registration or when a person established in the Netherlands uses a 

non-registered vehicle on the Dutch public roads for the first time.  

To be complete, note that the car has to be registered in the Netherlands and thus will get Dutch 

license plates. It is also possible to get an “arbitrary return” by which the BPM is due but the car keeps 

the foreign license plates. 

2.3. Road tax 
2.3.1. Taxable event 

Road tax is charged on holding a vehicle, which generally means having a vehicle registered in one’s 

name. 

2.3.2. Taxable person 

The holder of the car is the person or entity in whose name the car is registered. The tax authorities 

can also regard the person or entity that, more or less continuously, uses the car as the holder. 

2.3.3. Tax due 

The base amount of road tax due for passenger cars is amongst others based on its weight (in 

kilograms). 

Passenger cars: 2020 

Weight 
Amount 
per quarter 
(EUR) 

Additional 
per 
quarter 
(EUR) 

For each 100 
kg exceeding 

500 or less 17,14     

600 23,25     
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700 29,55     

800 38,57     

900 – 3200 51,30 13,80 900 kg 

3300 or more 378,68 9,58 3300 kg 

 

The road tax amount is increased with an additional fuel tax for diesel cars and cars with dual fuel 

capacity. 

Diesel 2020 

Weight Amount  
per quarter  
(EUR) 

500 or less 67,19 

600 79,54  

700 91,87  

800 104,43  

900 or more 122,20  

Each additional 100 kg above 900 kg 13,24  

 

Dual fuel use 2020 

Weight Amount  
per quarter  
(EUR) 

500 or less 78,84  

600 94,50  

700 110,18  

800 125,82  

900 or more 137,43  

Each additional 100 kg above 900 kg 14,56  
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Delivery vans for entrepreneurs 

Weight 
Amount 
per quarter 
(EUR) 

Additional 
per 
quarter 
(EUR) 

For each 100 
kg exceeding 

500 or less 35,86     

600 up to 1000 43,85  5,62  600 kg 

1100 up to 2000 72,04  6,04  1100 kg 

2100 up to 2700 132,80  6,50  2100 kg 

2800 or more 175,79 1,48 2800 kg 

From 2021, the road tax for delivery vans for entrepreneurs will be increased annually by an average of 

24 euros. 

2.3.4. Regional mark up on Road Tax 

Each province in the Netherlands adds a percentage as a mark-up to the amount of road tax due, a 

provincial surcharge. For 2020, the average mark-up is 81,3% A non-resident is deemed to be resident 

in the province that charges the lowest surcharge.  

2.3.5. Road Tax exemptions  

2.3.5.1. Extremely emission efficient cars 

Cars with an electric motor, cars with a motor, which is fuelled exclusively by a hydrogen-based fuel 

cell and for cars with a combustion engine which is fuelled exclusively by hydrogen are exempted from 

Road Tax until January 1, 2025. For other extremely emission efficient cars a tax reduction of 50%  

applies until January 1, 2025.  
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2.3.5.2. Regional mark up on Road Tax for extremely emission efficient cars 

As of January 1, 2025 provinces will have the possibility to levy motor vehicle tax (provincial 

surcharges) on emission-free cars at half the rate of the provincial surcharges. For fuel-efficient cars 

(CO2 emission of no more than 50 gram per kilometre) a maximum of 75 percent of the regular rate 

will apply, instead of the current 50 percent.  

Extremely emission efficient cars until January 1, 2025 

Petrol Emission Road tax 

0 g/km Exempt 

1g/km < 50 g/km 50% reduction 

➢ 50 Normal rate 

2.3.5.3. Temporary exemption 

Please note that during the period that your vehicle is noted as disused in the registration system of the 

RDW, you will receive no road tax invoices. When the period of disuse ends, you are once again 

responsible for the vehicle tax obligations. The Tax Authority/Central Administration/Vehicle Tax will 

then automatically send an invoice for road tax. There is no need to notify the tax authorities. 

For road tax purposes there is a minimum disuse period of three months. If you terminate disuse 

within three months the road tax authorities will consider the disuse as not effected. This means that 

you must pay retrospective taxes for the entire period. For commercial vehicles with a maximum 

permitted weight of more than 3500kg, however, the minimum disuse period for road tax purposes is 

one month. 

2.3.6. Taxable period 

The road tax is due on a quarterly basis.  

2.3.7. Road tax summary 

So in practice, the amount of road tax due is the sum of the base amount (based on the weight of the 

car), where needed plus an additional amount for diesel and dual fuel plus the regional mark up. 

Special rules apply for extremely emission friendly vehicles.  

2.4. Tax on heavy vehicles 
2.4.1. Taxable event 

The tax on heavy vehicles (Belasting Zware Motorrijtuigen) is charged on the use of Dutch public 

motorways (expressways) by certain heavy vehicles. 

2.4.2. Taxable person 

The tax is charged to the holder of the vehicle. A holder in this respect is the person in whose name the 

vehicle is registered or, in case the vehicle is not registered or is registered in another country, the 

person that has the vehicle at his disposal (in the Netherlands). 

2.4.3. Tax due 

The tax is a fixed amount that depends on the amount of axles of the vehicle, the classification of the 

vehicle according to Directives 88/77/EC and 91/542/EC (with regard to how “clean” the vehicles are) 

and the taxable period. 

2.4.4. Taxable period 

The tax is paid either for the period of one year, one month, one week or one day. At the request of the 

taxable person, a refund of the tax on heavy vehicles can be requested if it was paid for a taxable period 

of a year. The refunded amount will be calculated on the basis of the number of (full) calendar months 

that have not passed at the moment of the refund request, minus a 25 EUR administration costs. 
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If the heavy vehicle is used for so-called combined transportation of goods and certain specific 

requirements are met, it is also possible to apply for a (partial) refund of the tax on heavy vehicles. 

In certain specific cases, an exemption applies (e.g., for police vehicles, army vehicles, road 

construction vehicles etc.). 

3. Income taxes - Businesses and Private persons  
3.1. Taxable persons 

For Dutch corporate income tax purposes, the applicable rate is 16,5% for profits up to 200,000 EUR 

for FY 2020 and 25% for profits exceeding this amount. The depreciation of motor vehicles and 

operational costs are fully deductible provided that the vehicle is used in the cause of the business as 

an asset. The general depreciation period of motor vehicles is in principle limited to a maximum 

charge of 20% per annum of the purchase value. For cars in stock different rules apply. Companies can 

under conditions apply for an additional deduction up to 36% of the investment costs for an 

environmentally friendly vehicle on top of the regular deduction. 

3.2. Private persons 

The private use of a company car will in principle result in a taxable fringe benefit for income tax 

purposes. This height of this benefit depends on the CO2 emission of the company car and the year in 

which the vehicle is registered for the first time. The height of the benefit is set for 60 months starting 

from the first of the month following the month in which the vehicle is registered. After this 60 months 

period the normal rate of the year of the first registration applies. 

Year of first registration: 2020 

CO2 Emission Taxable fringe benefit for income tax 

0 g/km 8% for a maximum of € 45.000 

22% for the value of the car above € 45.000 

  

>0 g/km 22% 

 

Year of first registration: 2019 

CO2 Emission Taxable fringe benefit for income tax 

0 g/km 4% for a maximum of € 50.000 

22% for the value of the car above € 50.000 

>0 g/km 22% 

 

Year of first registration: 2017 or 2018 

CO2 Emission Taxable fringe benefit for income tax 

0 g/km 4% 

>0 g/km 22% 
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Year of first registration: 2016 

CO2 Emission Taxable fringe benefit for income tax 

0 g/km 4% 

>0 g/km - < 50 g/km 15% 

>50 g/km – <106 g/km 21% 

>106 g/km 25% 

 

Year of first registration: 2015 

CO2 Emission Taxable fringe benefit for income tax 

0 g/km 4% 

>0 g/km -<50 g/km 7% 

>50 g/km - < 82 g/km 14% 

>82 g/km - < 110 g/km  21% 

>110 g/km 25% 

 

Year of first registration: 2014 

Gasoil Other fuel Taxable fringe 
benefit for income 
tax 

CO2 Emission   

0 g/km 0 g/km 4% 

>0 g/km -<50 g/km >0 g/km -<50 g/km 7% 

>50 g/km - < 85 g/km >50 g/km - < 88 g/km 14% 

>82 g/km - < 111 g/km  >88 g/km - < 117g/km 21% 

>111 g/km >117 g/km 25% 

 

Year of first registration: 2013 

Electric – 
hybrid 

Gasoil Other fuel Taxable fringe 
benefit for 
income tax 

CO2 Emission    

<50 g/km   0% 

 <88 g/km <95 g/km 14% 

 >88 g/km - < 112 g/km >95 g/km - < 124 g/km 20% 

 >112 g/km  >124 g/km 25% 

 

When an entrepreneur (i.e., private individual) uses his private car for business purposes, 0,19 EUR 

can be deducted off the profit for each business kilometre (including commuter mileage). 
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4. Company Car – Wage tax 
The private use of a company car will in principle result in a taxable fringe benefit. This is the so-called 

car costs fiction. The car costs fiction is added to the employee’s wage. The amount to be taken into 

account is based on the catalogue value and a fixed percentage of the catalogue value of (in principle) 

22% for vehicles registered for the first time in 2017, 2018, 2019 or 2020.  

The addition for the wage tax is calculated on catalogue value. For the wage tax, the official Dutch 

pricing list from the official dealer organization of the relevant car, including VAT and BPM, 

determines the catalogue value. Options and accessories are only included to the catalogue value if 

they are “factory ready”. The catalogue value is determined at the date the registration was issued. The 

price at which the car is purchased is not relevant for wage tax purposes. 

The taxable fringe benefit in the wage tax is equal to the fringe benefit in the income tax.    

The employer is obliged to apply the car costs fiction if a car can be used for private purposes. A fringe 

benefit does not exist if the private use is less than 500 kilometres per calendar year. This must be 

convincingly demonstrated by the employee. From a wage tax perspective, commuter mileage is 

considered as business use for employees (in contrary to Dutch VAT rules). 

As this fringe benefit is included in the wage withholding tax, it is automatically included in the wage 

to be taken into account for the income tax. National insurance premiums and income-related 

contribution to the Health Insurance Act (Zvw) have to be paid on the private use of the company car. 

Employers also have to pay employee insurance premiums on the taxable fringe benefit. 

5. VAT 
5.1. General 

Dutch VAT at the standard rate of 21% is in principle charged on most supplies of goods and/or 

services in the Netherlands. 

5.2. Deduction 

A VAT taxable person is in principle entitled to deduct all input VAT incurred on the operational costs 

of company cars (purchase VAT or VAT on lease instalments, VAT on petrol and repair costs etc.). 

Based on the Dutch VAT code (Wet op de omzetbelasting 1968) and decrees by the Secretary of State, 

for private use and non-business use a year-end adjustment should be made based on provisions of 

deemed supplies (see below).  

5.3. Operational lease vs finance lease 

An operational lease agreement is treated as a supply of services, meaning that the lessor pays VAT on 

each lease instalment including finance costs and under conditions excluding BPM and Road Tax. 

A financial lease is treated as a supply of the motor vehicle. This means that the lessor must pay VAT at 

the beginning of the lease period on the full lease amount including the option price but excluding 

finance costs and under conditions excluding BPM and Road Tax. The lease of a car is treated as a 

financial lease (supply of goods) if the lease contract meets the following requirements: 

• The lessee has full use of the car (apart from common restrictions, such as a prohibition for the 

lessee to rent out the car without the permission of the lessor). 

• Operational costs, insurance costs and the risk of residual value changes or an eventual total loss 

of the car are to be accounted for by the lessee. 
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• The contract contains a purchase option which allows the lessee to purchase the motor vehicle at 

the end of the lease period for a fixed purchase price (it has to be reasonably obvious that the 

option will be exercised12). 

• The lessee can obtain legal ownership by paying off the remaining lease instalments (excluding 

finance costs) and the option purchase price during the lease period. 

• The agreement cannot be ended unilaterally during the lease period (unless the lessee pays 

advanced instalments). 

5.4. Hire purchase 

Hire purchase is treated the same way as financial lease from a Dutch VAT perspective, i.e., as the 

supply of goods. 

5.5. Private use of company cars – VAT adjustment 
5.5.1. VAT due on private use of company cars 

The business is entitled to deduct the VAT incurred on the purchasing costs or lease instalments of the 

car and the costs made in relation to the car, such as petrol and maintenance, et cetera, in full (insofar 

as he is entitled to deduct VAT). At the end of the calendar year or financial year, the business makes a 

VAT adjustment (based on the statutory provisions on deemed supplies). This adjustment is, in 

principle, based on the actual private use of the car (according to the State Secretary of Finance based 

on conclusive kilometre records). 

5.5.2. Commuter traffic 

Commuting is considered to be private use (in contrary to Wage Tax). Travel from home to a 

permanent work address agreed upon in the employment contract is considered as commuting. The 

distance of travel (even though the journey starts from home) to clients or a building site is not 

considered commuting. Based on several discussions with the Ministry of Finance, it appears that in 

the event of incidental travel to the business address (for example, a construction worker picking up 

material) it should be assessed per individual case whether this is commuting and therefore considered 

as private use. The total number of kilometres for private use is subsequently set off against the total 

number of kilometres travelled in one year. This ratio multiplied by the actual costs of the car which 

were subject to VAT determines the amount of VAT due for private use. 

5.5.3. Application of a fixed adjustment calculation percentage 

If the actual private use or the actual costs are unknown (e.g. in absence of a kilometre log), a decree 

has allowed the adjustment to be calculated as 2.7% of the catalogue value of the car (including VAT 

and BPM). 

However, if a business has not been able to deduct the VAT on the purchase costs of a car (for example 

for the purchase of a so-called margin scheme car)), the following approved rule may be applied. The 

VAT on the car costs – such as petrol, maintenance etc. – is deductible according to the normal rules. 

At the end of the year a fixed adjustment is made for the amount of 1.5% of the catalogue value of the 

car (including VAT and BPM). 

Business owners who supply both taxed and exempted goods and services are partly entitled to deduct 

the VAT on the costs of the car. We note that consequently also the fixed adjustment correction on the 

basis of the actual use should be proportionally reduced. 

  

 
12 It is considered reasonably obvious that the call option will be executed if the option price does not exceed 10% of the residual 

value. 
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In case the private use of a company car only consists out of commuting traffic, a special Decree can be 

applied for instead of the aforementioned adjustment methods. This Decree has approved the 

calculation of the number of (private) kilometres needed to travel to and from work with these cars 

based on the actual use: 

• Determining the daily distance for travelling to and from work and tallying the number of days of 

travel to and from work. 

• The same calculation method applies for vans with alternating drivers; whereby, for each driver 

the distance for travelling to and from work as well as the number of times need to be recorded. 

• Instead of tallying the number of times, it is also allowed to take 214 working days (to be reduced 

pro rata for part-timers) with daily travelling to and from work. 

If (and because) a consideration for the use of the company car is charged or withheld, the deemed 

supply provisions are in principle not applicable and no VAT adjustment can be made. Without further 

regulations, this would mean that businesses charging or withholding a small contribution for the 

private use of a company car would not have to make VAT adjustments and would only need to pay 

VAT included in these small contributions. 

In order to prevent this type of ‘abuse’, a statutory provision on the application of the open market 

value as the taxable amount for these transactions was introduced. This means that a business needs to 

examine whether the contribution for private use is high enough (the ‘open market value’). If the 

contribution for private use is lower than the costs for making the car available for private use, the 

contribution is considered to be of a ‘too low’ value and must be increased to the open market value. 

In a Decree the State Secretary of Finance has stated that the Dutch Tax Authorities take the point of 

view that the open market value of the private use of a car (including commuting) is the same as the 

costs made by the business owner, including depreciation, in proportion to the private use of the car. 

When the actual costs or the amount of private use cannot be determined, the State Secretary of 

Finance has approved that businesses can calculate the ‘open market value’ on the basis of a fixed sum 

of 2.7 per cent of the listed value of the car (including VAT and BPM).  

6. Legal background  
• Dutch VAT legislation (Wet op de omzetbelasting 1968, BTW); 

• Decree of the Dutch Secretary of State of July 11, 2012, No BLKB 2012/639M 

• Dutch law on private motor vehicle and motorcycle tax (Wet op de belasting van personenauto’s 

en motorrijwielen 1992, BPM) 

• Dutch law on the tax on heavy vehicles (Wet belasting zware motorrijtuigen) 

• Dutch Road Traffic Act (Wegenverkeerswet 1994) 

• Dutch law on road tax (Wet op de motorrijtuigenbelasting 1994) 

• Dutch law on personal income tax (Wet inkomstenbelasting 2001) 

• Dutch law on corporate income tax (Wet op de vennootschapsbelasting 1969) 
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New Zealand 

1. Importation of cars 
1.1. Customs duties 

Generally, vehicles are free from customs duty in New Zealand. The exceptions to this are ambulances 

and motor homes, which are subject to duty at the rate of 10%. Motor vehicles for the transport of 10 

or more persons (including the driver) are subject to duty at a rate of 5%. 

If the value of the vehicle amounts to NZ $1,000 or more, Customs requires that the vehicle be entered 

on an Import Entry. A combined transaction fee of NZ $55.71 (GST inclusive) will be payable which 

encompasses both an import entry transaction fee (IETF) of NZ $29.26 and a biosecurity levy of NZ 

$26.45. 

1.2. Import VAT/sales tax 

Goods and Services Tax (GST) is charged on all vehicles imported into New Zealand at the current 

standard rate of 15%. GST is calculated on the customs value of the vehicle, plus duty (if any), plus the 

cost of shipping the vehicle to New Zealand (including insurance charges).  

GST-registered businesses making taxable supplies in New Zealand can deduct the “import” GST paid 

to New Zealand Customs on Box 13 of the GST return form. 

2. Car registration 
2.1. When does a car need to be registered? 

All vehicles driven on New Zealand roads must be registered. They must also be continuously licensed 

while using the road. 

If a vehicle remains unlicensed for 12 months, the registration will be cancelled. If the vehicle is not 

registered or put ‘on hold’ during that period, the car will be removed from the official Motor Vehicle 

Register.  

To re-register a vehicle, the vehicle must go through a thorough entry compliance inspection and be 

issued with new plates. 

The following vehicles can be unlicensed while they’re off the road (e.g. for repairs or restoration) and 

do not require an exemption to remain unlicensed:  

• vehicles that are not required by law to be registered or licensed; or 

• vehicles that are more than 40 years old; or 

• agricultural machinery, tractors and mobile machines; or 

• exempt class A and B vehicles [‘A’ vehicles are pedestrian controlled goods service vehicles, 

motor vehicles propelled and supported solely by self-laying tracks, mobile machinery only used 

in road construction zones and all-terrain vehicles. ‘B’ vehicles are farm vehicles, mobile 

machinery and includes miscellaneous vehicles such as lawnmowers, tractors and forklifts.]; or 

trailers and trailer-type caravans having a gross laden weight not exceeding 3,500kgs; or 

• all-terrain vehicles. 

However, if these vehicles remain unlicensed for one year, their registrations will be cancelled.  

Heavy vehicles, passenger service vehicles and rental vehicles are subject to the CoF regime. These 

vehicles will have their registrations cancelled if they remain unlicensed for two years.  
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2.2. Who can register a car? 

An application for registration of a vehicle must be made by, or on behalf of, the owner of the vehicle. 

To register a vehicle a person must be: 

• A natural person of or over 15 years of age; or 

• A body corporate; or 

• An agent of the Executive Government of New Zealand. 

Only one person may be registered in respect of a motor vehicle at any one time. 

When a vehicle is sold, and the registration is unexpired, the seller is responsible for completing a 

‘Change of Ownership form’ to transfer the registration to the new owner. 

2.3. Is it allowed for a foreign owner to register his vehicle in your 
country? 

A foreign owner is able to register a vehicle in New Zealand provided they meet the criteria set out in 

2.2.  

2.4. Is it allowed to use a vehicle on the public road with foreign 
license plates? 

Only New Zealand license plates can be used on New Zealand public roads.  

3. Car taxation 
3.1. What are the different car/vehicle taxes? 

Registration of the vehicle – Registration is a one-off process that recognizes the person legally 

responsible for the vehicle. Upon registration a vehicle is added to the Motor Vehicle Register and is 

issued with registration plates. A certificate of registration is also sent to the person registered as the 

owner. 

Relicensing your vehicle – This involves payment of a fee to use a vehicle on public roads, and must be 

paid at least annually. All vehicles used on public roads must be licensed continuously and must 

display a current license label on the windscreen.  

Anyone not using their motor vehicle on the road for a continuous period of at least 3 months should 

apply for an exemption. Exemptions must be applied for in advance either online or by filling out an 

exemption application form (MR 24). When the exemption expires, you will need to either relicense 

the motor vehicle or apply for another exemption. 

Warrant of Fitness/Certificate of Fitness –All vehicles driven on New Zealand roads must have a 

current warrant of fitness (WoF) or certificate of fitness (CoF). A WoF is a regular vehicle check that 

ensures a vehicle meets required safety standards. From January 1, 2014, all vehicles first registered on 

or after January 1, 2000 are now subject to annual WoF inspections for the lifetime of the vehicle and 

those registered before will remain on six-monthly WoF inspections for the lifetime of the vehicle. 

After an initial inspection, new vehicles will not require another WoF inspection until the third 

anniversary of their first registration.  

A CoF is required by heavy vehicles (trucks, large trailers, motor homes), all passenger service vehicles 

(taxis, shuttles, buses) and rental vehicles. These vehicles are required to be inspected every 6 months. 

Fuel – Vehicles that run on petrol, LPG or CNG pay duties that are included in the price of fuel. 

Vehicles that do not run on petrol are taxed through the Road User Charge regime.  
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Road user charges (RUC) – If a vehicle is over 3,500kg or uses diesel, or other fuel that is not taxed on 

sale, road user charges are payable. 

To pay these charges, a RUC license must be purchased based on the vehicle type and weight. For most 

diesel cars a distance license would be purchased. This license is purchased in 1,000 km units and a 

new license must be purchased before the distance covered by the previous license has been driven. 

Current Road user charges can be found at http://www.nzta.govt.nz/vehicles/licensing-rego/road-

user-charges/ruc-rates-and-transaction-fees. 

A motor vehicle is exempt from RUC if it: 

• is an electric vehicle.  Light electric vehicles are exempt until 30 December 2021 while heavy 

electric vehicles are exempt until 31 December 2025.  

• belongs to a class of vehicles whose purpose or design means it is unsuitable for regular road use 

(e.g. tractors, forklifts, and bulldozers).  

• a light diesel vehicle (3,500kg or less) that is used almost exclusively off-road for a certain 

purpose.  

Typically, GST is included in all of the charges mentioned above. 

3.2. Registration charges of the vehicle 
3.2.1. Taxable event 

As outlined in section 3.1 the taxable event upon registration of a vehicle is the payment of the 

registration fee (and also includes either a 6-month or 12-month vehicle licensing fee). This is a cost 

imposed on a vehicle owner. 

3.2.2. Taxable person 

The taxable person is the registered owner of the vehicle or the person purchasing the registration on 

behalf of the registered owner. 

3.2.3. Tax due 

In the past, ACC levies were incorporated into registration costs, regardless of the type of vehicle. From 

July 1, 2016, levies are based on how the vehicle protects the passengers and others on the road if it is 

involved in a crash.  

Most light passenger motor vehicles registered in New Zealand will be assigned to a levy band between 

the numbers 1 to 4, with 1 signifying a vehicle with the most injury risk and 4 signifying a vehicle with 

the least. The rating system applies to all registered vehicles, including cars, passenger vans, utes and 

SUVs that are:  

• Classified as a passenger vehicle by NZTA, 

• Lighter than 3,500kg, and 

• Less than 40 years old. 

To find out what band applies to your vehicle you can either: 

• Go to https://shapeyouracc.co.nz/assets/uploads/documents/motor-vehicle-licence-rego-

levy.pdf to look up your make, model and year of manufacture; or 

• Go to www.rightcar.govt.nz and enter your car plate number.  

The current registration fees and applicable ACC levies are: 

http://www.nzta.govt.nz/vehicles/licensing-rego/road-user-charges/ruc-rates-and-transaction-fees
http://www.nzta.govt.nz/vehicles/licensing-rego/road-user-charges/ruc-rates-and-transaction-fees
https://shapeyouracc.co.nz/assets/uploads/documents/motor-vehicle-licence-rego-levy.pdf
https://shapeyouracc.co.nz/assets/uploads/documents/motor-vehicle-licence-rego-levy.pdf
http://www.rightcar.govt.nz/
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Registration of motor vehicle (issued with standard 
plates, but does not include ACC levy) 

6 months 12 months 

Private passenger 1301–2600cc $203.32 $255.75 

2601–4000cc $234.37 $286.80 

License ACC levies Petrol driven Non-petrol driven 

Levy $46.04 $104.65 

Registration of motor vehicle (issued with standard 
plates, and includes first vehicle license and ACC levy) 

6 months 12 months 

Trailer 

Other (standard) 
goods 

0 – 3500kg GVM $84.46 $98.55 

Motorcycle 

Private passenger Petrol driven – 0 -60cc incl $243.49 $438.43 

Petrol driven – 61cc – 600cc 
incl 

$271.09 $471.78 

Petrol driven – 601cc and 
over 

$328.16 $585.94 

Moped 

Private passenger Petrol driven  $128.36 $208.18 

 
3.2.4. Tax period 

The tax period is each time a vehicle is registered or reregistered. 

3.3. Vehicle licensing charges 
3.3.1. Taxable event 

As outlined in section 3.1 the taxable event for a vehicle is the payment of the license fee for a vehicle. 

This is a cost imposed on a vehicle owner. 

3.3.2. Taxable person 

The taxable person is the purchaser of the vehicle license.  

3.3.3. Tax due 

The current licensing fees are: 

Motor vehicle type/usage 3 months 6 months 12 months 

Passenger car – including ACC levy and online administration fee 

Private passenger vehicle (petrol 
driven) 

$30.56 $56.73 $109.16 

Taxi or rental vehicle (petrol driven) $44.98 $85.62 $166.92 
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The following table includes the ACC levy, but not an administration fee. 

Motor vehicle type/usage 3 months 6 months 12 months 

Trailer 

Less than 3500kg $11.34 $18.39 $32.48 

Motorcycle 

Petrol driven – 0 – 60cc 
incl 

$101.80 $199.27 $394.21 

Petrol driven – 61 – 600cc 
incl 

$104.67 $205.02 $405.71 

Petrol driven – 601cc and 
over  

$133.20 $262.09 $519.87 

Moped 

Petrol driven $44.22 $84.14 $163.96 

Goods truck/van/utility 

Private 
Passenger 

Petrol 
driven – 0 
- 3500kg 

$35.18 $65.99 $127.67 

Petrol 
driven – 
3501 – 
6000kg 
GVM 

$82.17 $159.96 $315.60 

Non-petrol 
driven – 0 
-3500kg 
GVM 

$52.02 $99.70 $195.08 

Non-petrol 
driven – 
3501 – 
6000kg 
GVM 

$87.21 $170.07 $335.82 

Transport 
licensed 
goods 

Petrol 
driven – 
6000 – 
12000kg 
GVM 

$96.21 $188.08 $371.82 

Non-petrol 
driven – 
6000 – 
12000kg 
GVM 

$101.25 $198.18 $392.04 

Other 
(standard) 
goods 

Petrol 
driven – 0 
- 3500kg 
GVM 

$35.18 $65.99 $127.67 

Petrol 
driven – 
3501 – 
6000kg 
GVM 

$82.17 $159.96 $315.60 
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Non-petrol 
driven – 0 
– 3500kg 
GVM 

$52.02 $99.70 $315.60 

Non-petrol 
driven – 
3501 – 
6000kg 
GVM 

$87.21 $170.07 $335.82 

3.3.4. Tax period 

The tax period is each time a vehicle is licensed. A vehicle can be licensed for 3 months, 6 months or 12 

months. 

3.4. Warrant of Fitness (WoF)/Certificate of Fitness (CoF) cost for a 
vehicle 

The reference to WoF in this section also applies to a CoF. 

3.4.1. Taxable event 

As outlined in section 3.1 the taxable event for a vehicle is the purchase of the WoF test. The WoF test 

is the inspection of the vehicle to ensure it meets road safety standards. If the vehicle passes the 

inspection a current WoF is issued. If the vehicle fails the WoF test, areas requiring attention must be 

fixed. A re-check is free of charge as long as the vehicle is returned to the inspector within 28 days. If 

the vehicle is not re-checked within the 28-day period, a new WoF test must be purchased. If a vehicle 

fails its WoF test and the previous WoF has expired, the vehicle cannot be driven on the road unless it 

is being driven to get repaired or to undertake a new WoF test. This is a cost imposed on the vehicle 

owner. 

3.4.2. Taxable person 

The taxable person is the purchaser of the WoF. 

3.4.3. Tax due 

The price of a WoF varies depending on where the vehicle test is carried out. Vehicle mechanics are 

able to carry out WoF tests and there are independent testing stations (e.g. Vehicle Testing New 

Zealand, Automobile Association) in New Zealand that specialize in WoF tests. The price of a WoF is 

around NZ $50 for a car, van or light truck and around NZ $35 for a trailer or motorcycle.  

3.4.4. Tax period 

From January 1, 2014, all vehicles first registered on or after January 1, 2000 are on annual WoF 

inspections for the lifetime of the vehicle. 

This is subject to the following: 

• After an initial inspection, new vehicles do not require another WoF inspection until the third 

anniversary of their first registration 

• Vehicles which are less than three years old are issued a WoF that expires on the third 

anniversary of their first registration or 12 months after their current WoF expiry – whichever is 

longest 

• Vehicles first registered on or after January 1, 2000 are inspected annually for the lifetime of the 

vehicle 

• Vehicles first registered before January 1, 2000 remain on six-monthly WoF inspections for the 

lifetime of the vehicle 
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3.5. Tax on fuel 
3.5.1. Taxable event 

As outlined in section 3.1 the taxable event for a vehicle is the purchase of petrol, LPG or CNG. 

3.5.2. Taxable person 

The taxable person is the purchaser of the fuel. The taxes are included in the retail price of fuel. 

3.5.3. Tax due 

The duties, taxes and levies that are implemented on motor vehicle fuels comprise of national taxes, an 

accident compensation corporation (ACC) levy, a petroleum or engine fuel monitoring levy and a local 

authority fuel tax. The petroleum or engine fuel monitoring levy makes up 0.045c of the levies as set 

out in the Energy (Petroleum or Engine Fuel Monitoring Levy) Amendment Act 2015.  

GST is also charged on the price of fuel. 

This table sets out the duties and taxes payable on the different sources of fuel (note that GST of 15% 

will be imposed on top of these duties and taxes payable). The values are correct as of 1 July 2020. 

 Unleaded 

91 Petrol 

Unleaded 

95 Petrol 

Petrol/ 

Ethanol 

Blends 

Automotive 

Diesel 

Bio-

diesel 

Metha-

nol 

LPG 

National 

Land 

Transport 

Fund 

70.024 70.024 - - - - 10.4 

Methanol 

Excise 

Duty 

- - - - - 30.2 - 

ACC Levy 6 6 6 - - - - 

Petroleum 

or Engine 

Fuel 

Monitoring 

Levy 

0.61 0.61 0.61 0.61 0.61 - - 

Local 

Authorities 

Fuel Tax 

0.66 0.66 0.66 0.33 0.33 0.66 - 

Auckland 

Regional 

Fuel Tax 

- 10 10 10 10 - - 

Totals 77.294 77.294 7.27 0.94 0.94 30.86 10.4 

 

Notes 

• Petrol/ethanol blends have an excise of 66.524 cents per litre, only on the petrol portion of the 

fuel. 
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• The National Land Transport Fund tax is a duty levied under the Customs and Excise Act 2018.  

The revenue from this tax goes towards the National Land Transport Fund which is 

administered by the New Zealand Transport agency.  

• Diesel is not subject to National Land Transport Fund tax because diesel vehicles are subject to 

road user taxes, which go toward the National Land Transport Fund. 

• All taxes and levies are in NZ cents per litre. 

3.5.4. Tax period 

The tax period is each time fuel is purchased by a vehicle owner or on behalf of the owner. 

3.6. Road User Charges (RUC) 
3.6.1. Taxable event 

As outlined in section 3.1 the taxable event for a vehicle is the purchase of a RUC license. This is a cost 

imposed on a vehicle owner. 

3.6.2. Taxable person 

The taxable person is the purchaser of the RUC license. 

3.6.3. Tax due 

Details of current road user charges are available at: https://www.nzta.govt.nz/vehicles/licensing-

rego/road-user-charges/ruc-rates-and-transaction-fees/   

3.6.4. Tax period 

The tax period is each time a RUC license is purchased by a vehicle owner or on behalf of the owner. As 

RUC licenses are current for a number of kilometres rather than a period of time the tax period will 

vary between vehicle users. 

4. Income taxes – Taxable persons 
4.1. Level of deduction of car related expenses 

A full tax deduction is available to businesses for car related expenditure (such as interest, lease costs, 

fuel costs) and an amount of depreciation loss incurred in operating a motor vehicle.  

Self-employed taxpayers using a car partially for business and partially for other purposes are required 

to maintain either: 

• Complete and accurate records of the reasons for and distance of journeys undertaken for 

business purposes; or 

• A motor vehicle logbook for a 90-day test period every three years to establish a business 

mileage pattern. Where no records or logbook are maintained, the tax deduction is limited to the 

lesser of the percentage of the actual business use or 25% of the total operating expenditure and 

depreciation. 

5. Goods and Services Tax (GST) 
5.1. General- rate – Deduction rules 

GST is charged on supplies made in New Zealand, in the course or furtherance of a taxable activity. 

Generally, GST is imposed on supplies of goods and services at the standard rate of 15%. 

GST-registered persons making taxable supplies can claim an input tax deduction for GST costs 

incurred on goods and services which will be used or available for use in making taxable supplies. 

From April 1, 2014 non-resident businesses who do not make any taxable supplies in New Zealand 

may register and recover GST costs incurred in New Zealand.  

https://www.nzta.govt.nz/vehicles/licensing-rego/road-user-charges/ruc-rates-and-transaction-fees/
https://www.nzta.govt.nz/vehicles/licensing-rego/road-user-charges/ruc-rates-and-transaction-fees/
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5.2. Deduction 

An input tax deduction cannot be made in respect of GST charged unless there is a “tax invoice” from 

the supplier meeting the requirements set out below. No invoice is required where the charge is NZ 

$50.00 (GST inclusive) or less.  

A “tax invoice” for amounts of more than $50.00 must show all of the following: 

• The words “tax invoice” in a prominent place; 

• The supplier’s name and GST registration number; 

• The recipient’s name and address;  

• The date when the tax invoice was issued; 

• A description of the goods and services supplied; 

• The quantity or volume of the goods and services supplied;  

• All amounts must be expressed in terms of New Zealand currency as at the time of supply; 

• Either: 

– The GST exclusive price of the supply, the amount of GST charged, and the total price 

charged for the supply inclusive of GST; or 

– The total price charged for the supply inclusive of GST plus a statement that the total 

includes GST. 

A “tax invoice” for amounts of between $50 and $1,000 does not need to include the name and address 

of the recipient. A “second-hand goods” input tax deduction is available to a GST-registered person 

who acquires “second-hand goods” (e.g. a second-hand car) from a non-GST-registered supplier. The 

deduction is available to the extent to which the second-hand goods will be used to make taxable 

supplies. The deduction is only available to the extent that payment has been made.  

5.3. Hire-purchase: supply of goods? 

For GST purposes in New Zealand, a hire purchase agreement includes: 

• An agreement that provides that the payer will own the goods once he or she has made the 

specified instalment payments, or 

• An agreement where goods are hired with the option to purchase. 

There are special time of supply rules that apply to any vehicle supplied under a hire purchase 

agreement. The GST Act deems the vehicle to be supplied at the time that the agreement is entered 

into.  

Output tax must be accounted for at the time the agreement was entered into and input tax can be 

reclaimed (subject to the tax invoice requirements, as discussed above). Therefore, if the vendor is 

selling to a GST-registered recipient, they should issue the recipient with a tax invoice at the time the 

agreement is entered into. 

The GST amount is calculated on the higher of the “cash price” or the market value. The cash price is 

the lowest price at which a person could have purchased the vehicle from the vendor on the basis of 

payment in full at the time the contract was made. 
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5.4. Leasing: Supply of services? 

For GST purposes in New Zealand, the lease of a car is a supply of goods. GST is payable periodically, 

at the earlier of when any rental payment is due or payable.  

If the lease is a “credit contract”, GST is payable on the principal amount only. Any imputed interest 

component of a credit contract is not subject to GST.  

6. Company car 
6.1. GST due on private use of company car 

The GST due on the private use of a company car is paid via the Fringe Benefit Tax (FBT) Return. The 

GST will be paid under the following two categories: 

• If no contribution to the private use is made by the person using the car, any GST due on the 

private use of the vehicle will be included in the FBT Return; 

• If a contribution has been made towards the private use, this is included in the GST return. This 

contribution will reduce the FBT value of the vehicle recorded in the FBT return. 

In the event that the vehicle is owned by a sole trader, input tax can be claimed upfront on the extent 

of the taxable use. Annual adjustments should then be made to reflect any non-taxable use. 

6.2. Company car in the personal tax return – Benefit in kind 

In principle, when an employer puts a company car at the disposal of an employee and the employee 

uses the company car for business and private purposes, tax on the value of the private use is payable.  

If the employee pays no contribution to the employer for the private use of the car, they are provided 

with a benefit. The employer will be subject to fringe benefit tax (FBT) when a company vehicle is 

made available to an employee or shareholder/employee for private use (not based on actual private 

usage). The value of fringe benefits provided is not included in the gross income of employees. 

The taxable value of the benefit in relation to cars can be calculated in two ways: 

• The vehicle can be valued on an annual basis at 20% of the cost price, where the vehicle is 

owned by the employer, or market value (GST inclusive) of the vehicle where the vehicle is 

leased by the employer; or 

• 36% of the vehicle’s tax written down value (GST inclusive). 

In each case, the FBT value is reduced proportionately for whole days when the vehicle is not available 

for private use at any time. 

6.3. Other taxes on company cars 

None. 

7. Income taxes – Drivers’ personal taxation 
7.1. Private car in the personal tax return 
7.1.1. Private use 

The costs of using private cars are not deductible unless they have been used in deriving gross income 

(excluding employment income).  

7.1.2. Commuter traffic 

Commuter traffic costs would generally not be included in a personal tax return. Commuter traffic 

costs could only be claimed if they were in relation to a business purpose in which case they would 

either be paid by a business or personal costs would be reimbursed by a business.  
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7.1.3. Business kilometres 

Business kilometres would not generally be included in a private tax return. Business kilometres could 

only be claimed when they are incurred for business purposes, therefore when a private car is used by 

an employee for business purposes, a business would usually reimburse the employee for the 

kilometres relating to business use.  

An employee can be reimbursed using actual costs or by using a mileage rate. To reimburse on actual 

costs accurate records must be kept of the work-related and private costs. 

This table indicates the prescribed mileage rates for an employee’s vehicle. 

Vehicle Type Tier One Rate Tier Two Rate 

Petrol or Diesel 79 cents 30 cents 

Petrol Hybrid 79 cents 19 cents 

Electric 79 cents 9 cents 

The Tier One Rate is a combination of the employee’s vehicle’s fixed and running costs. The Tier One 

Rate is used for the business portion of the first 14,000 kilometres travelled by the vehicle in a year. 

This includes private use travel. 

The Tier Two Rate is for running costs only. The Tier Two Rate is used for the business portion of any 

travel over 14,000 kilometres per year. 

Employees will need a record showing their business-related use of the vehicle over the income year, 

such as a logbook. This will be used to calculate the exempt portion of reimbursement using the set 

kilometre rates. 

In the absence of such a record, the use of the Tier One Rates will be limited to the first 3,500 business 

kilometres.  The Tier Two Rates may be used for the kilometres travelled for employment purposes 

above the 3,500 kilometre threshold.  

A reimbursement is exempt from income tax "to the extent to which it reimburses the employee for 

expenditure for which the employee would be allowed a deduction if the employment limitation did 

not exist".  

8. Selling cars 
8.1. Taxable persons 

GST-registered persons must charge GST on the sale price of the vehicle. 

Vehicles exported from New Zealand within 28 days of the time of supply are zero-rated for GST 

purposes. 

8.2. Private persons  

In New Zealand private persons selling a vehicle do not need to charge GST on the sale. 

9. Future developments 
9.1. Emissions Trading Scheme 

New Zealand has a large vehicle import industry, predominantly for Japanese vehicles. New emission 

standards, which came in to force at the start of 2012 will prevent most Japanese cars manufactured 

before 2005 from being imported. 
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10. Legal background 
• Land Transport Act 1998 

• Income Tax Act 2007 

• Energy (Fuels, Levies and References) Act 1989 

• Energy (Fuels, Levies and References) Amendment Act 2015 

• Goods and Services Tax Act 1985 

• Customs and Excise Act 2018 

• Road User Charges (Rates) Regulations 2013 
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Norway 

1. Car registration 
1.1. When does a car need to be registered? 

At the moment a vehicle is put into free circulation on Norwegian public roads, the vehicle should be 

registered. Also, in the case a vehicle changes owner and is intended to be used on Norwegian public 

roads, a re-registration for the vehicle needs to be requested. 

1.2. Who can register a car? 

Both private persons and legal entities. 

In principle it is the owner of the vehicle who is obliged to register the vehicle. The owner of the vehicle 

must provide evidence of identity before the registration can be completed. Private persons must 

provide a valid passport, driving license or other identification issued by public authorities. Companies 

and other legal entities must provide a certificate of business registration in Norway. The owner of the 

car will also have to provide a confirmation of payment of car insurance and of road traffic insurance 

taxbefore the registration can be completed. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, both foreign private persons and foreign taxable persons should be able to register a vehicle in 

Norway. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Yes. Before a foreign-registered car can be used in Norway, certain conditions must be met. The rules 

governing duty-free importation and temporary use are provided in the “Regulation relating to duty-

free importation and temporary use of foreign-registered motor vehicles in Norway”. The regulation 

also applies to foreign-registered trailers and caravans. 

The principal rule is that a foreign-registered motor vehicle may be used by a person who is 

permanently resident outside Norway or is going to stay temporarily in Norway. Such motor vehicles 

may not be used for commercial transport in Norway. 

Temporary stay in Norway 

Persons who commute between Norway and another country or who are resident in Norway 

temporarily may use foreign-registered motor vehicles for up to 12 months without a driving permit. If 

the stay is extended up to two years, he must apply for a driving permit. This applies to those who 

commute to work in Norway from abroad. The conditions are that the person either commutes daily or 

stays abroad for at least 185 days during 12 months. The person must not have a spouse or a child aged 

17 or less who is resident in Norway. 

If, when entering Norway, a person will stay more than one year, but can document that the stay in 

Norway will not exceed two years, it is possible to apply to the Tax Office for permission to drive a 

foreign-registered vehicle for up to two years. 

Examples of documents that can be relevant are: 

• Employment contract 

• Documentation of admission to a study program 

• Spouse's or another family member's documentation on the length of the stay 
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• Papers showing that you will return to work in a different country than Norway 

• Documentation that you are renting out your own home in a different country than Norway. 

The documents must be limited in time to one or two years counted from your date of arrival. If you 

have entered into an employment contract that includes agreement on a trial period, the trial period 

does not qualify as documentation of a temporary stay. 

Permanently resident abroad 

Persons who are not staying temporarily in Norway according to the above but have a spouse or a child 

aged under 18 who are permanently resident abroad may also use foreign-registered motor vehicles in 

Norway. The condition is that he regularly visits the spouse or child abroad, normally at least once a 

month. A further requirement is that the person has a common domicile with the persons abroad. 

Examples of documents that can be relevant are: 

• Documentation of family ties 

• Employment contract 

• Residential connection (e.g. rental agreement) or registration in the population registry 

• Documentation of commuting between Norway and a different country 

If the person satisfies the conditions for either staying temporarily in Norway or being permanently 

resident abroad, he will not have to apply to the local Tax Office for a driving permit. He should keep 

relevant documentation in the vehicle showing that he satisfies the conditions 

In addition, it is possible for a person who is permanently resident in Norway to import and drive a 

foreign registered rental car, -borrowed car or -company car. Such use of a foreign registered vehicle is 

condition upon notification/application to the local Tax Office, and there are various detailed criteria 

that have to be met. 

2. Car taxation 
2.1. What are the different car taxes? 

Following the registration of a car and its use on public roads in Norway, the following car taxes 

become due, namely: 

• Registration tax (Engangsavgift), 

• Traffic Insurance Tax (trafikkforsikringsavgift) and 

• Toll fees (where applicable) 

• Greenhouse gas tax (on greenhouse gases in air-conditioning systems) 

2.2. Registration tax 
2.2.1. Taxable event 

The registration tax must be paid in advance to the Tax authorities. When payment has been received, 

the Tax authorities will issue the vehicle registration document which the person who has paid the tax 

must present to the district office of the Norwegian Public Roads Administration (NPRA) when 

registering the vehicle. 

2.2.2. Taxable person 

The person who registers the vehicle is responsible for ensuring that the correct tax has been paid. 
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2.2.3. Tax due 

One-off registration tax is computed based upon the tax group, unladen weight, CO2- and NOx 

emissions, as well as for some vehicles, cylinder volume. A tax calculator for use when importing a car 

can be found on www.skatteetaten.no. When the vehicle has been registered, this information will be 

transferred from the Central Motor Vehicles Register to the Tax Authorities data system. Here, a check 

will be made to ensure that the tax paid has been calculated on the correct basis. In general, the excise 

duties on vehicles are quite high in Norway. A vehicle that is only powered by electric motor(s) is 

exempted from the registration tax.  

2.2.4. Tax period 

The payment is linked to each registration. 

2.3. Road Traffic Insurance Tax 
2.3.1. Taxable event 

All mandatory Car Liability Insurance Policies are subject to the Road Traffic Insurance Tax.  The 

obligation to pay the tax arises when an insurance policy has been issued in respect of a certain car. 

The insurance tax becomes a part of the insurance company’s cost and is on-charged to the holder of 

the insurance policy.  

There is also a bi-annual car tax for vehicles weighing 7,500 kg and up.   

2.3.2. Taxable person 

The company that issues a Car Liability Insurance Policy for a certain car is the taxable person. 

2.3.3. Tax due 

Per 1 March 2020, the tax for petrol vehicles and modern diesel vehicles with net weight below 7,500 

kg is 8,12 NOK per day (2,963 NOK annually). For diesel vehicles weighing less than 7,500 kg without 

a factory installed particle filter, the tax is 9.47 NOK per day (3,456 NOK annually). Electric cars are 

exempt from road traffic insurance tax  

The bi-annual car tax for vehicles weighing 7,500 kg and up ranges from 500 to 20,000 NOK, 

depending on the size of the car and level of emissions. 

2.3.4. Tax period 

The tax period for cars that weigh less than 7,500 kg is one quarter of a year (1 January to 30 March, 

and so forth). The tax is calculated per day that the motor vehicle has been covered by liability 

insurance and will be charged out by the insurance company that is responsible for the cars obligatory 

car liability insurance.  

The bi-annual car tax for heavy vehicles is charged out automatically based on the vehicle registration 

registry, and falls due 20 February and 20 August.  

2.4. Toll fees 

There is a large number of toll roads in Norway. The fees vary; on the major toll roads the fee is 

normally between 20 NOK and 40 NOK for a light vehicle, while other projects have substantially 

higher fees. 

3. Income taxes – Taxable persons 
Costs related to company cars are in principle deductible for the company (i.e., fuel, insurance, 

maintenance, etc.). 

4. VAT 
4.1. General 

The standard Norwegian VAT rate is 25%. This VAT rate applies to unused motor vehicles. 
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Electric cars are zero-rated for VAT purposes. Hybrid cars that run on fuel and electricity are not 

encompassed by the exemption. Sales of such cars are VAT-liable at 25% VAT 

Previously registered motor vehicles are zero rated for VAT purposes. 

4.2. Deduction 

VAT on costs related to passenger vehicles and certain specific vans (Varebil klasse 1) is not deductible. 

VAT on costs such as maintenance, petrol, parking, etc., related to the use of these vehicles will thus 

not be deductible. 

VAT on costs related to specific vans (Varebil klasse 2, i.e., vehicles with green number plates) and 

larger vehicles is deductible for companies that perform VAT-liable activities, provided that the vehicle 

is used in connection with performing the VAT-liable activities. 

VAT on vehicles used as sales goods, rental vehicles in a commercial rental activity, or as means for 

passenger transport in return for a consideration in a passenger transport business, is deductible. 

Input VAT deducted on passenger vehicles for use in leasing activities or for use in passenger transport 

shall be reversed if the vehicle is sold or reallocated to non-deductible use during the first four years 

following the registration of the car. The reversal amount shall be reduced by 1/30 for each whole 

month the first year and then 1/60 for each whole month the following three years from the date of 

registration. 

5. Company car 
5.1. VAT due on private use of company cars 

Due to the fact that, from a Norwegian VAT point of view, no input VAT deduction is allowed, no VAT 

is due for the private use of a company car by the employee. 

5.2. Taxable benefit 

The taxable benefit in respect of a vehicle provided by the employer in the year 2020, is fixed to 30% 

based on the listed price of the car up to 314,400 NOK. For any amount of the listed price exceeding 

314,400 NOK, the taxable benefit rate is 20%. 

The basis for calculation is reduced to 75% of the listed price if 

• the car is older than three years as of January 1 of the income year or 

• business kilometers exceed 40,000km in the income year. 

If the car (not electric) is older than three years as of January 1 of the income year and the car is used 

more than 40,000km in business travel, the basis for calculation is 56.25% of the listed price. This 

demands an installed and correct used electronic drivers log (i.e. GPS tracking) which must also be 

possible to administrate by the employer. 

For electric cars, the basis for calculation is 60% of the listed price, reduced to 45% if the electric car is 

older than three years as of January 1 of the income year. 

For company cars in tax class 2 (delivery trucks with no back seats) a deduction of the list price is 

applicable before calculating the benefit according to the 30 and 20 % system mentioned above. The 

deduction is 50 % of the listed price but maximum 150,000 NOK. The deduction cannot be combined 

with the deductions available for old cars, business driving above 40,000 km or electric vehicles. For 

the tax class 2 cars it is also an option to state the benefit similar to actual driven kilometers private 

with a certain rate, for 2020 3.40 per km. This demands an installed and correct electronic drivers log 

(i.e. GPS tracking) which must also be possible to administrate by the employer.  

The taxable benefit is calculated on a monthly basis (for each commenced month the vehicle has been 

available at the employee’s disposal).  
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The calculated taxable benefit includes all private use, including commuter traffic, see below.  

Example 1: Private use of vehicle provided by the employer in 2020. 

The vehicle is first registered in 2015 with a listed price of 554,000 NOK. 

The basis of calculation is 554,000 NOK × 75% (older than three years) = 415,500 NOK and the vehicle 

has been put to the employee’s disposal for 12 months. The benefit is calculated to be: 

94,320 NOK (30% of 314,400 NOK) + 20,220 NOK (20% of 415,500 NOK – 314,400 NOK) = 114 540 

NOK 

Example 2: Private use of vehicle in tax class 2 provided by the employer in 2020. 

The vehicle is registered first time in 2015 with a listed price of 554,000 NOK. The car is driven 45,000 

km and 25,000 of these is private driving. The vehicle has been put to the employee’s disposal for 12 

months. 

The benefit is calculated to be:  

Alternative 1: An electronic tracking is in place. 25,000 NOK × 3.40 per km = 85,000 NOK (benefit). 

Alternative 2: The basis for calculation is 554,000 – 150,000(max) = 404,000. 94,320 NOK (30% of 

314,400 NOK) + 17,920 NOK (20% of 404,000 NOK – 314,400 NOK) = 112,240 NOK (benefit). The 

benefit could also be calculated according to example 1 above when beneficial. 

6. Income taxes – Drivers’ personal taxation 
If the employee is commuting between home and work, he can claim an income deduction of 1.56 NOK 

per kilometer for the first 50,000 kilometers and 0.76 NOK for the next 25,000 kilometers. However, a 

deduction will not be granted for the first 23,100 NOK. The deduction may be claimed by the 

employee, regardless of transportation method. 

If an individual is using a private vehicle for business, he can receive a non- taxable allowance for this 

driving. The rate is 3.50 NOK per kilometer and there is no limited distance. 

If the employee does not receive any allowance for the business kilometers, he can claim a deduction 

according to the above-mentioned rates, provided the driving is made plausible to the tax authorities 

(e.g., by keeping a travel log). 

7. Electric vehicles 
See specific evaluation of taxable benefit in kind for employees under section 5.2. Electric vehicles are 

exempt of Registration Tax and VAT, please refer to section 2.2.3 and 4.1. In terms of the Traffic 

Insurance Tax, a highly reduced rate applies to electric vehicles. Please refer to section 2.3.3. 

8. Future developments 
No major amendments to the legislation regarding car taxation are expected. 

9. Legal background 
• General Tax Code 

• Road Code  
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Poland 

1. Car registration 
1.1. When does a car need to be registered? 

In general, a car needs to be registered before it is admitted into free circulation on Polish public 

roads. Moreover, in cases where a vehicle’s owner changes and a vehicle is intended to be used on the 

Polish public roads, a new application for registration of this vehicle needs to be submitted to the 

proper local authorities.  

From January 2020, the deadline for submitting the registration application is 30 days since the car is 

acquired. Failure to comply with this obligation is punishable by a fine up to PLN 1 000. Please note 

that the seller of the car also has to inform the authorities about the transaction.   

Additionally, Polish law provides for special regulations concerning a situation when the vehicle 

registered abroad is purchased by a Polish resident and delivered to the territory of Poland (see section 

1.4). Please note that in order to register such a car inter alia the confirmation of excise duty payment 

(for passenger vehicles) is required. 

1.2. Who can register a car? 

The registration is performed upon the request of: 

• the legal owner of the car; 

• the Polish user of the car – in cases where a foreign entity put the vehicle at the Polish user’s 

disposal (e.g., upon the lease or rental agreement); 

• the plant or separate business unit manager authorised by the owner – in cases where the 

vehicle is owned by a multi-plant firm or other entity which consists of separate business units. 

Such a request should be submitted to the proper local authorities. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, it is allowed. Polish provisions do not specify any special conditions to be met in order to register a 

vehicle by a foreign owner. However, there may be some difficulties concerning the determination of 

the proper local authorities in Poland. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Yes, provided that: 

• the vehicle meets certain technical conditions; 

the vehicle has number plates with Latin letters and Arabic numbers; 

the user of this vehicle possesses a document confirming registration of the vehicle in a foreign 

country; 

the vehicle should have a symbol showing the country in which it is registered. 

Vehicle imported from the territory of a non-Member of the European Union, after the release of the 

vehicle by the Customs Service is approved for use for a period of 30 days. 
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However, in cases where a vehicle registered abroad was purchased by a Polish resident and delivered 

to the territory of Poland, such a vehicle should be registered in Poland within 30 days after the 

delivery and foreign number plates should then be replaced by the Polish ones. 

2. Car taxation 
2.1. What are the different car taxes/fees? 

According to the Polish law, the following taxes/fees are due with regard to cars: 

• Value-added tax (VAT); 

• Excise duty on passenger cars supplied before their first registration in Poland; 

• Car registration fees; 

• Tax on transportation means; 

• Fee for using the national roads. 

Please bear in mind, that car taxation may vary as far as the electric vehicles are concerned. For 

detailed information on taxation of electric vehicles please see section 7. 

2.2. Value-added tax (VAT) 

For detailed information concerning VAT on cars please see section 4. 

2.3. Excise duty on passenger cars sold before their first registration 
in Poland 

2.3.1. Taxable event 

Excise duty is due in cases where one of the following transactions regarding a passenger car is 

performed before its first registration in Poland: 

• Sale – tax point arises when an invoice is issued, but not later than within seven days after the 

delivery of a car; 

• Import – tax point arises when the customs debt arises; 

• Intra-Community acquisition – as a rule, tax point arises: 

– at the moment of transferring the right to dispose of a car as an owner– if the right to 

dispose of the car as owner was acquired after the car was moved to the territory of 

Poland; 

– at the moment of transferring a car to Poland – if the right to dispose of the car as owner 

was acquired before the car was moved to the territory of Poland; 

– at the moment of filing the application for registration of the car in Poland, pursuant to 

the provisions on road traffic – if the person (entity) applying for registration of the car in 

Poland is not its owner. 

The excise duty on passenger cars is a so- called one-phase tax. This means that the above transactions 

are subject to excise duty only in case the excise duty has not been settled at the earlier stage of 

turnover (e.g., the sale of a vehicle would not be subject to excise duty if excise duty has already been 

settled upon intra-Community acquisition or importation of this vehicle). 
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2.3.2. Taxable person 

As a rule, taxable persons can be: 

• a person/entity who sells a passenger car (before it was registered for the first time on the 

territory of Poland): 

– which was produced in Poland, or 

– with regards to which excise duty has not been paid as a result of the activities mentioned 

in above points; 

• importers as well as persons/entities performing an intra-Community acquisition of a passenger 

car in Poland.  

2.3.3. Tax due 

Generally, the excise rate depends on car’s engine cubic capacity and amounts to: 

• 18.6% – in case when the engine capacity exceeds 2,000cc, or 

• 3.1% – in case when the engine capacity is lower or equal to 2,000cc. 

No excise duty should be paid upon the intra-Community acquisition or first sale of vehicles in Poland 

in case the vehicles are subsequently exported from Poland within 30 days following the intra-

Community acquisition or sale. 

Please note there is no excise duty on the electric and hydrogen powered cars.  

Also, hybrids are subject to preferential treatment in terms of the excise, depending on their type and 

engine cubic capacity: 

• HEV & mHEV cars in case when the engine capacity is lower or equal to 2,000cc – 1,55%; 

• HEV & mHEV cars in case when the engine capacity is between 2,000 and 3,500cc – 9,3%; 

• HEV & mHEV cars in case when the engine capacity exceeds 3,500cc – 18,6%; 

• PHEV cars in case when the engine capacity is lower or equal to 2,000cc – exempted until 

January 1st 2021, after this date 3,1%; 

• PHEV cars in case when the engine capacity is between 2,000 and 3,500cc – 9,3%; 

• PHEV cars in case when the engine capacity exceeds 3,500cc – 18,6%. 

2.4. Car registration fees 
2.4.1. Chargeable event 

The fee for issuing the registration card along with stickers as well as the fee for issuing number plates 

are charged every time the vehicle is registered or re-registered (e.g., as a consequence of change of the 

vehicle’s ownership). 

Additionally, if the car is registered for the first time in Poland, the fee for issuing the vehicle card is 

charged. 
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2.4.2. Chargeable person 

The fees should be settled by a person who is requesting the registration of a vehicle. Amounts of fees: 

Amounts of fees 

Fee Amount 

Fee for issuing the registration card along with stickers 72,50 PLN 

Fee for issuing number plates 80.00 PLN 

Fee for issuing the vehicle card 75.50 PLN 

 

2.5. Tax on transportation means 
2.5.1. Taxable  

In general, the tax on transportation means concerns: 

• lorries and semi-trailer trucks if their maximum total weight exceeds 3.5t; 

• trailers if their maximum total weight along with the vehicle exceeds 7t; 

• buses. 

The tax should be declared, in principle, in the tax return submitted on an annual basis (by February 

15 every year). However, this tax is payable in two instalments. The first instalment should be paid by 

February 15, and the second one by September 15. 

2.5.2. Taxable person 

The fee is payable by the legal owner of the vehicle. As a legal owner is also treated an entity without 

legal personality for which the vehicle is registered and entities being users of vehicles registered in 

Poland, which were entrusted to them by the foreign individual or legal entity. 

2.5.3. Tax due 

For the year 2020, the transportation tax on lorries, semi-trailer trucks and trailers is based on the 

maximum total vehicle’s weight, whereas the tax on buses is based on number of seats. The rate is set 

by local government and cannot exceed annual rates presented in the table below. 

Means of transport Size Maximum annual 
rate [PLN] 

Lorries Above 3,5t up to 5,5t 847,70 

Above 5,5t up to 9t 1414,15 

More than 9t but less than 12t 1696,97 

Equal or above 12t 3238,26 

Semi-trailer trucks 3,5t up to 12t 1979,77 

Above 12t up to 36t 2502,9 

Above 36t 3238,26 

Trailers 7t but less than 12t 1696,97 

Equal or above 12t up to 36t 1979,77 

Above 36t 2502,96 

Buses Less than 22 seats 2003,81 

22 seats or more 2533,36 
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2.6. Fee for using the national roads 
2.6.1. Taxable event 

The fee for using the national roads is due for vehicles with a certain gross mass (maximum total 

weight exceeding 3.5t) and buses. 

2.6.2. Taxable person 

The fee is payable by a person performing transport on the national roads. 

2.6.3. Tax due 

In July 2011 Poland launched the electronic system of charging the fees for using the national roads for 

transport indicated under relevant provisions. It covers fees due on vehicles with a maximum total 

weight exceeding 3.5t and buses. The fees are charged based on the distance driven on the road 

covered by the system and the rates are in PLN per kilometer. 

The rates vary depending in particular on the 

• category of vehicle; 

• maximum total weight of a vehicle; 

• exhaust fumes emission class. 

Persons performing transport on the national roads should possess an electronic device that records 

the distance covered by a given vehicle. 

3. Income taxes – taxable persons 
3.1. Level of deduction of car-related expenses 

A passenger car is a road vehicle with a maximum total weight of 3.5 tons, designed to transport no 

more than nine persons including the driver except for: 

• vehicles having one row of seats separated from the cargo hold with a wall or another fixed 

partition, classified as multi-purpose cars or vans; 

• vehicles having one row of seats with an open cargo hold; 

• vehicles having driver’s cabin with one row of seats and cargo hold body as two separate 

constructions; 

• vehicles of a special purpose, e.g., truck-mounted cranes, excavators etc. 

3.1.1. Regulations concerning passenger cars 

Depreciation write-offs calculated on the initial value of a passenger car may be treated as deductible 

up to the limit of 150.000 PLN (225.000 PLN in case of passenger cars being electric vehicles). This 

limitation applies also to operating leasing instalments and payments resulting from lease, rental or 

similar agreements – these payments are deductible in the proportion in which the amount of 150.000 

PLN (or 225.000 PLN in case of electric cars) remains to overall value of such car. However, in case of 

operation leasing, lease, rental or similar agreements concluded before 1 January 2019, the 

deductibility of these costs is governed by the previous regulations, according to which such payments 

were fully deductible.   

Moreover, CIT Law limits the deductibility of insurance premiums for passenger cars, the value of 

which exceeds 150.000 PLN (only part of share premiums is tax deductible). However, according to 

the common approach of the tax authorities, this limitation applies to motor hull insurance. The third 

party liability insurance and causality insurance are fully deductible.   
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Based on the Polish CIT Law, the expenditures related to the use of a car used exclusively for business 

purposes are fully deductible. However, in order to deduct the full amount of such expenditures, the 

taxpayer is required to keep detailed vehicle mileage logbook (the same as for the VAT purposes), 

unless it is not required on the basis of VAT Legislation. In case the taxpayer does not possess such 

logbook, the vehicle is considered to be used for mixed purposes (both business and private use) and 

only 75% of the expenditures in question are deductible.  

Furthermore, in case of sole proprietorship only 20% of expenditures related to the use of private car 

(not recognized as fixed asset) for business purposes are deductible. This limitation applies also to 

insurance premiums.  

3.1.2. Regulations concerning trucks 

In the light of the Polish CIT provisions, 

• depreciation write-offs and insurance premiums relating to trucks constitute tax deductible 

costs in full amount and 

• costs of use of a rented truck are fully deductible for tax purposes. 

3.1.3. Loss or liquidation of a vehicle 

In case of any damage to or liquidation of a vehicle, which was not covered with the voluntary 

insurance, any losses or repair costs after the car accident do not constitute tax deductible costs. 

3.2. Leasing 

Below is a summary of general information concerning: 

• conditions that need to be fulfilled in order to classify an agreement related to a lease of a 

vehicle as an operational or financial lease under the CIT Law; 

• tax consequences resulting from the above-mentioned classification. 

Classification of leasing agreements for CIT purposes 

 Operational lease Financial lease 

Period for which 
agreement must be 
concluded 

A fixed period of time, however, 
not shorter than two years. 

A fixed period of time. 

Payments Total amount of lease payments 
must be equal or higher than the 
initial net value of the leased 
vehicle (i.e., net of VAT) or (if the 
next leasing agreement pertaining 
to this vehicle is signed) equal to its 
market value at the date of the next 
leasing agreement.  

Total amount of lease payments 
must be equal or higher than the 
initial net value of the leased 
vehicle (i.e., net of VAT) or (if 
the next leasing agreement 
pertaining to this vehicle is 
signed) equal to its market value 
at the date of the next leasing 
agreement.  

Additional requirements The lessor does not benefit from 
the given exemptions listed in the 
Polish CIT Law. 

The leasing agreement needs to 
include a provision authorizing 
the lessee to depreciate the 
leased asset for CIT purposes. 

Consequently, the lessor is not 
entitled to depreciate the leased 
asset. 

Tax consequences 
resulting from the 
agreement 

The amount of rental payments up 
to the 225.000 PLN (in case of 
electric vehicles) and 150.000 PLN 

The capital element of lease 
payment is effectively tax neutral 
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Classification of leasing agreements for CIT purposes 

 Operational lease Financial lease 

(in case of regular vehicles) 
constitute tax deductible costs for 
the lessee and the total amount of 
instalments constitutes taxable 
revenue for the lessor. 

The lessor is entitled to depreciate 
the leased object for CIT purposes 
taking into account the above 
limitations. 

for CIT purposes for the lessee 
and lessor. 

Only the interest element 
(surplus over the initial value of 
a leased asset) constitutes tax-
deductible cost for the lessee and 
taxable revenue for the x`lessor. 

 

4. VAT 
4.1. General 

Rules regarding input VAT deductibility for cars and car-related expenses significantly changed 

starting from April 1, 2014. The change results from the implementing decision no. 2013/805/EU 

issued on December 27, 2013 by the Council of the European Union. This decision allows the Polish 

government to introduce limitations on VAT deductibility regarding purchase and lease of passenger 

cars and car-related expenses. 

In the Polish VAT Law the deductibility of input VAT incurred on a purchase (lease) of a car depends 

on its classification – generally, as a passenger car or a truck. The criteria used for this classification 

are basically the same as those resulting from the Polish CIT Law (see section 3.1) and were changed 

starting from April 1, 2014. 

4.2. Deduction 

Provisions binding in 2015 

The general VAT deductibility rule is that taxpayers are allowed to deduct 50% of VAT related to the 

purchase/lease of vehicles with a gross weight under 3.5 tonnes. The same rule (50% VAT deduction 

cap) will apply to maintenance costs and other costs related with using vehicles with a gross weight 

under 3.5 tonnes. 

Starting from July 1, 2015 the taxpayers are allowed to also deduct 50% of input VAT connected with 

expenses related for purchase of fuel for passenger cars. 

Apart from the above-described general rules, exceptions allowing full (100%) input VAT deduction 

are applicable in case of the following situations: 

• the taxpayer purchases specific kinds of vehicles, such as: 

– cars allowed to carry at least 10 persons (including the driver); 

– vehicles having one row of seats separated from the cargo hold with a wall or another 

fixed partition, classified as multi-purpose cars or vans; 

– vehicles with one row of seats having an open cargo hold; 

– vehicles having driver’s cabin with one row of seats and cargo hold body as two separate 

constructions; 

– vehicles of a special purpose, e.g., truck-mounted cranes, excavators etc.; 
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• the taxpayer’s scope of business activities includes – among others – re-sale, renting or leasing 

cars, or concluding similar agreements; this relates, however, only to cars which are designated 

for sale or lease (rent) and not for cars used by such taxpayers; 

• the taxpayer uses cars solely for the purpose of its business activity (other than re-sale, renting 

or leasing cars, or conducting similar agreements); in such a case, additional requirements, 

described below, need to be fulfilled. 

Conditions for full VAT deductibility in case of cars used solely for business purposes 

Taxpayers wishing to fully deduct VAT on purchase/lease of cars under 3.5 tonnes need to ensure, that 

such vehicles will be used solely for business purposes and it will not be possible to use them in any 

other way (e.g. for private purposes). This may be achieved in particular by establishing specific 

internal regulations regarding use of company vehicles. Moreover, for each vehicle claimed to be used 

solely for business purposes, a specific type of hard evidence will have to be maintained. 

This evidence should, among others, provide the following types of information: vehicle plate number, 

mileage readings (at the beginning and at the end of each reconciliation period), entries of each person 

using the car indicating: date and purpose of the trip, exact distance covered, trip description, first and 

last name of the driver. 

The authenticity of above information should be confirmed by the taxpayer. 

4.3. Leasing 
 

Treatment of leasing agreements for VAT purposes 

 Operational lease Financial lease 

General For VAT purposes, operational leasing is 
(as a rule) treated as a service. 

Based on the VAT Law, financial leasing 
is treated as supply of goods if 

• the agreement is concluded for a 
definite period of time; 

• the property right is trans-ferred to 
lessee as a result of the normal 
course of action or upon payment of 
the last instalment; 

• the agreement is consi-dered as a 
financial lease for CIT Law 
purposes, ie, depreciation is written 
off by the lessee (except for the 
land). 

Lessee As a rule, the lessee is entitled to deduct 
VAT charged on the lease payments 
subject to limitations relevant for 
passenger cars (see section 4.2). 

In principle, the lessee has a right to 
recover input VAT resulting from the 
invoice issued by the lessor subject to 
limitations relevant for passen-ger cars 
(see section 4.2). 

Lessor Under the Polish VAT Law, the lessor is 
treated as service supplier. The lessor 
should issue an invoice for each 
instalment and recognise the tax point. 
In case of a leasing transaction, the tax 
point arises upon receipt of the lease 
payment – in whole or in part – but no 
later than upon the lapse of the time 
limit for payment specified in the 
contract or invoice. 

In case of a financial lease, the lessor is 
treated as a supplier of goods. Therefore, 
the lessor is obliged to issue an invoice 
and recognise the tax point accor-ding to 
the standard rules appli-cable with 
regard to the supply of goods (generally 
tax point arises upon delivery of goods 
and invoice should be issued no later 
than the 15th day of the month following 
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Treatment of leasing agreements for VAT purposes 

 Operational lease Financial lease 

the month in which goods were 
delivered). 

 

5. Company cars 
5.1. VAT due on private use of company cars 

As a rule, private use of a company’s car by the employee is treated as a taxable supply of services by 

the employer. 

In cases where the employee pays no fee for using the company’s car for his/her private purposes, such 

a use should be considered as a free-of-charge supply of services by the employer, provided that the 

employer had the right to recover the entire input VAT incurred on the acquisition of goods and 

services connected with these services. Referring to section 4.2, if the taxpayer has the right to recover 

only a portion of input VAT incurred on the acquisition of a car, free-of-charge use by employees 

should not be subject to VAT. 

If the employee uses the company’s car for his/her private purposes in return for a fee paid to the 

employer, the employer is deemed to render a rental service to its employee. 

Additionally, the Polish VAT Law stipulates different methods for determining the taxable amount in 

case of the private use of the company’s car, depending on whether the employee pays any fee to the 

employer: 

• in the case of free-of-charge use of a company’s car, the taxable amount should be based on the 

costs of provision of this service borne by the taxpayer (employer); 

• in the case of use of a company’s car by the employee in return for a fee, the taxable amount 

should be equal to the amount due to the employer. Generally, if such a fee significantly differs 

from the market price, the tax authorities are allowed to establish it for tax purposes on the 

market level. 

In practice, the fee for the use of a company’s car by the employee may be calculated as the number of 

kilometres driven for private purposes multiplied by a fixed rate depending on the engine size of the 

vehicle (see section 6.3.1). 

5.2. Company cars – income taxes 

If for private purposes, the value of this service is treated as a benefit in-kind, which the employee does 

not pay any fee to the employer for use of a company’s car constitutes his/her taxable income. 

Starting from January 1, 2015, the value of received benefit in-kind is fixed and amounts to: 

• 250 PLN monthly for the use of a car with engine capacity lower or equal to 1600cc; 

• 400 PLN monthly for the use of a car with engine capacity above 1600cc. 

However, if the employee reimburses his employer for the private use of a company’s car and provided 

that the said reimbursement is determined in accordance with the arm’s length principle, no benefit 

in-kind is granted to the employee. 
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6. Income taxes – drivers’ personal taxation 
6.1. Private car in the personal tax return 

The vehicle costs made in respect of the private use of a vehicle are not deductible in the employee’s 

personal tax return. 

6.2. Commuter traffic 

The car costs incurred with respect to commuting are not deductible for the employee’s personal 

income tax purposes. 

6.3. Business kilometers 
6.3.1. Business trips 

In the case when an employee uses his own car for a business trip and the employer refunds the costs 

of this usage, such a refund does not constitute a taxable income of the employee provided that it does 

not exceed the limit set for the number of business kilometers driven by an employee multiplied by 

maximum statutory rate per kilometer, as presented below: 

• Cars with engines up to 900cc: 0.5214 PLN/km 

• Cars with engines over 900cc: 0.8358 PLN/km 

At the same time, the employer may treat the above-mentioned refund as a tax deductible cost up to 

the limit described above. 

6.3.2. Local business-related travel 

In the case when an employee uses his own car for local travel for business purposes and the employer 

refunds the costs of this usage, in principle, such a refund does not constitute a taxable income for the 

employee provided that it does not exceed the limit indicated under section 6.3.1. 

7. Electric vehicles 
As far as the electric vehicles are concerned, the increasing popularity of this mean of transport 

resulted in the following regulations: 

• For the preferences in excise duty on electric cars please see part. 2.3.3; 

• For the income taxes regulations please note part. 3.1.1; 

• Leasing changes are available in part 3.2. 

Please note, that electric vehicles may be subject to subvention from the public low-emission fund. The 

maximal amount of subvention depends on the type of car and generally may not exceed PLN 36 000 

for passenger vehicles and PLN 200 000 for high-capacity trucks. 

8. Legal background 
• CIT legislation (the CIT Law in particular) 

• VAT legislation (the VAT Law in particular) 

• Local tax laws 

• Excise Law 

• Accounting Law 

• Traffic Law 
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Portugal 

1. Car registration 
1.1. When does a car need to be registered? 

New or second-hand cars have to be registered before they are put into free circulation on Portuguese 

public roads.  

1.2. Who can register a car? 

The car must be registered by the owner. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

In practice, the Public Registration Entity requires that the owner has a Portuguese tax identification 

number for the registration of the car. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

As a general rule, the utilization of foreign cars triggers the need of registration with the competent 

authorities within a 20-day period from which the vehicle entered into Portugal. 

However, under certain conditions, there is a temporary admission regime allowing vehicles with a 

number plate from another EU member-state to remain in Portuguese territory for six months without 

having to register. 

2. Car taxation 
2.1. What are the different car taxes? 

The following taxes are due upon registration and use of a car: 

• Vehicle registration tax (Imposto sobre Veículos, or ISV); 

• Annual vehicle tax (Imposto Único de Circulação, or IUC) 

2.2. Vehicle registration tax (ISV) 

Vehicle registration tax (ISV) must be paid in order for the Portuguese Tax Authorities to grant a 

registration certificate referring to the date on which the owner of the car requested its introduction 

into circulation. 

2.2.1. Taxable event 

As a general rule, the taxable event occurs with the production, assembly, admission from another EU 

country or import into Portugal of a vehicle that is required to have a license plate herein.  

A taxable event is also deemed to occur in the following cases: 

• When a new number plate is issued for a car for which there has been a previous cancellation of 

the number plate with reimbursement of the ISV or any other tax advantage; 

• Modification of the car that requires its re-classification into a category subject to a higher ISV, 

or changes in the engine that lead to an increase of CO2 emissions or engine displacement; 

• Ceasing or non-application of one or several conditions for exemption from ISV; 

• Cars unlawfully introduced in Portugal.  
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2.2.2. Taxable person 

The taxable person is the person or entity in whose name the car is registered. It includes the 

following: 

• Registered operators (previously authorized as such by the customs authorities); 

• Recognized operators (recognized as such by the customs authorities). 

2.2.3. Private persons that import or admit cars from other EU countries for their 
private use. Tax due 

The assessment of the ISV amount is based on the following: 

• For passenger cars, cars for mixed use and motor vehicles for the transport of goods (taxed 

under Table A below), ISV depends on the engine displacement measured in cubic centimetres, 

the CO2 emissions and the level of emissions of particles, when applicable. 

• For motor vehicles meant for the transport of goods, weighing up to 3,500kg and cars for mixed 

use (taxed under Table B below), ISV depends on the engine displacement measured in cubic 

centimetres and the level of particles emission, when applicable. 

• For auto caravans, motorcycles, tricycles, four-wheeled vehicles, as well as cars manufactured 

before 1970, the ISV depends on the engine displacement measured in cubic centimetres. 

2.2.3.1. ISV based on engine displacement and CO2 component 

The following table determines the ISV and it also includes the amounts in euros to be deducted in 

accordance with the engine displacement component (in cubic centimetres) and with the CO2 

component (in grams per kilometers, for petrol or diesel cars). 

Table A 

Engine displacement component 

Engine displacement (cc) Tax per cc (EUR) Amount to deduct (EUR) 

≤ 1000   0.99 769.80 

1001 >1250  1.07 771.31 

>1250 5.08 5616.80 

 

CO2 emissions component 

CO2 emissions (g/km) Tax (EUR) Amount to deduct (EUR) 

For petrol cars (New European 
Driving Cycle –NEDC) 

 

  

≤ 99  4.19 387.16 

100 ≤ 115 7.33 680.91 

116 ≤ 145 47,65 5353.01 

146 ≤ 175 55.52 6473.88 

176 ≤ 195 141.42 21422.47 

>195 186.47 30274.29 
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For diesel cars cars (New European 
Driving Cycle –NEDC) 

 

  

≤79 5.24 398.07 

80≤ 95  21.26 1676.08 

96 ≤ 120 71.83 6524.16 

121≤ 140 159.33 17158.92 

141≤ 160 177.19 19694.01 

>160 243.38 30326.67 

 

CO2 emissions (g/km) Tax (EUR) Amount to deduct (EUR) 

For petrol cars (Worldwide 
Harmonized Light Vehicle Test 
Procedure – WLTP) 

 

  

≤ 110  0.40 39.00 

111 ≤ 115 1.00 105.00 

116 ≤ 120 1.25 134.00 

121 ≤ 130 4.78 561.40 

131 ≤ 145 5.79 691.55 

146 ≤ 175 37.66 5 276.50 

176 ≤ 195 46.58 6 571.10 

196 ≤ 235 175.00 31 000.00 

>235 212.00 38 000.00 

 

For diesel cars (Worldwide 
Harmonized Light Vehicle Test 
Procedure – WLTP) 

 

  

≤110 1.56 10.43 

111 ≤ 120  17.20 1 728.32 

121 ≤ 140 58.97 6 673.96 

141 ≤ 150 115.50 14 580.00 

151 ≤ 160 145.80 19 200.00 

161 ≤ 170 201.00 26 500.00 

171 ≤ 190 248.50 33 536.42 

>190 256.00 34 700.00 
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An ISV intermediate rate, corresponding to a percentage of the tax resulting from Table A, is 

applicable as follows: 

• 60% of the tax, for passenger cars with hybrid engines prepared to operate both on electric or 

solar energy, and on petrol or diesel; 

• 40% of the tax, for cars for mixed use with a gross weight above 2,500kg, with at least seven 

seats, including the driver’s seat, and without permanent or adjusted four wheel traction; 

• 40% of the tax, for passenger cars with engines prepared to operate exclusively on natural gas; 

• 25% for passenger cars with plug-in hybrid engines, for which the battery can be charged by 

connection to the electricity grid and which have a minimum battery life, in the electric mode, of 

25 kilometers. 

2.2.3.2. ISV exclusively based on engine displacement component  

Table B determines the ISV exclusively based on the engine displacement component (in cubic 

centimeters)  

Table B 

Engine displacement  

Engine displacement (cc) Tax per cc (EUR) Amount to deduct (EUR) 

≤ 1,250  4.81 3020.78 

> 1,250 11.41 11005.76 

 

An ISV intermediate or reduced rate, corresponding to a percentage of the tax obtained by the 

application of Table B, should be used in order to determine the ISV for the following vehicles: 

a.  Cars for the transport of goods with or without cargo space, 
with more than three seats (including the driver’s seat) and 
without four wheel traction, and that do not have permanent 
or adjusted four wheel traction 

15% 

b.  Cars for the transport of goods with or without cargo space, 
with more than three seats (including the driver’s seat) and 
without four wheel traction, and that have permanent or 
adjusted four wheel traction 

50 % 

c. Cars produced before 1970 95 % 

d. Auto caravans  30 % 

e. Cars for mixed use with a gross weight above 2,300kg, with a 
cargo space length greater than or equal to 145cm, with a 
cargo space height greater than or equal to130cm, without 
four wheel traction and with a bulkhead separating the 
driver’s seat completely 

15 % 

f. Cars for the transport of goods with or without cargo space, 
with a maximum of three seats (including the driver’s seat), 
except for those ones not falling in the above categories 

10 % 

 

The acquisition of diesel vehicles is subject to an increase of ISV in the amount of EUR 500 for 

passenger vehicles and of EUR 250 for cargo vehicles, unless its level of particle emission is lower than 

0,001 gr/km. 
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Motorcycles, tricycles and four wheeled vehicles 

For the above vehicles, the ISV amount in euros may vary according to the respective engine 

displacement (in cubic centimeters). 

Engine displacement (cc) Tax (EUR) 

120 ≤ 250 66.90 

251 ≤ 350 83.08 

351 ≤ 500 111.13 

501 ≤ 750 167.24 

> 750 222.27 

 

Engine displacement  

Engine displacement (cc)  Amount (EUR) 

501 ≤ 750  167.24 

> 750  222.27 

 

Second-hand cars 

From another EU member state 

At the time of the first registration in Portugal of a second-hand car from another EU member state, 

the ISV is also charged, on a provisional basis. 

The ISV should be determined on the same basis as for a new car (see Tables A and B). However, the 

displacement component should be reduced by a specific determined percentage in accordance with 

the age of the car: 

Time of use Reduction percentage 

≤ 1 year 10 

1 ≤ 2 years 20 

2 ≤ 3 years 28 

3 ≤ 4 years 35 

4 ≤ 5 years 43 

5 ≤ 6 years 52 

6 ≤ 7 years 60 

7 ≤ 8 years 65 

8 ≤ 9 years 70 

9 ≤ years 75 

> 10 years 80 
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Exemptions 

Under specific conditions several exemptions are applicable to: taxis, vehicles used for firefighting, 

military-use vehicles (including police), certain cars used by charities, cars used by the Portuguese 

State and cars used by handicapped persons. 

Motor vehicles not subject to ISV 

Cars powered exclusively by electric engines or renewable energy, ambulances and vehicles used for 

the transport of patients, in accordance with applicable regulations, as well as certain types of vehicles 

for the transport of goods are not subject to ISV. 

Special exemption regimes are foreseen for persons that transfer their residency from another EU 

member state or a third country to Portugal. Specific conditions must be fulfilled. 

2.2.4. Tax period 

As a general rule, vehicles are subject to ISV when registered for the first time. 

However, a vehicle can still be taxed after the first registration for ISV when a deemed taxable event 

occurs, as previously referred.  

2.3. Annual vehicle tax (IUC) 

The annual vehicle tax (IUC) currently into force in Portugal may be calculated differently for two 

similar cars depending on whether these cars were registered in Portugal for the first time before or 

after July 1, 2007.  

Due to a difference in the applicable computation formula, cars registered in Portugal from July 1, 

2007 onwards are subject to a higher IUC than those registered before that date. 

This tax system was introduced in Portugal as part of an overall reform of car taxation, whereby the 

vehicle’s polluting capacity indicators are taken as the criteria for determining the tax base. 

2.3.1. Taxable event 

The taxable event occurs with the ownership of a vehicle and, as general rule, the tax becomes due on 

the date of the number plate. IUC is applied in the following categories: 

• Category A: 

– Passenger cars and mixed-use cars with a gross weight under 2,500kg, registered between 

1981 and January 1, 2008; 

• Category B: 

– Passenger cars with a gross weight of up to 3,500kg and with up to nine seats, including 

the driver’s seat; 

– Mixed-use cars with a gross weight under 2,500kg, registered after July 1, 2007; 

• Category C: 

– Cars for the transport of goods and cars for mixed use with a gross weight higher than 

2,500kg, used for the private transportation of goods, transport on own account or lease 

without driver Category : 

– Cars for the transport of goods and cars for mixed use with a gross weight higher than 

2,500kg, used for the public transportation of goods, transport for the account of a third 

party or lease without driver; 
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• Category E: 

– Motorcycles, motor bicycles, tricycles and four wheeled vehicles registered from 1992 

onwards; 

• Category F: 

– Boats for private use with an engine power equal to or greater than 20kW, registered from 

1986 onwards; 

• Category G: 

– Aircraft for private use. 

Additionally, IUC is also due on cars that, although not subject to registration in Portugal, remain in 

Portugal for more than 183 days in each calendar year (consecutive or not), with the exception of 

commercial vehicles with a gross weight equal or above 12 tonnes. In these cases, IUC should be 

assessed until the 30th day following the period of 183 days. 

2.3.2. Taxable person 

The taxable person for IUC is one of the following: 

• The person or entity in whose name the car is registered; 

• The lessee, in the case of a financial leasing, and other entities having purchase options in lease 

contracts 

2.3.3. Tax due 

The taxable base is assessed using different criteria depending on the category of the vehicle: 

• Category A: engine displacement, voltage, type of fuel and age of the number plate; 

• Category B: engine displacement, CO2 emissions. For cars produced before 1970, to which Table 

4 of Section 2.2 applies, the minimum level of CO2 emissions, up to 120 g/km; 

• Category C and D: gross weight, number of axles, type of driving axle suspension, age of the first 

number plate; 

• Category E: engine displacement and age of the number plate; 

• Category F: engine power; 

• Category G: the maximum authorized weight at take-off; 

Annex A is a table with the tax rates applicable for 2019 (these values are updated on an annual basis). 

Annex A  

Category A 

Cars registered up to 2007 (passenger and mixed use cars – weight < 2,500kg) 

Engine capacity (cc) Tax (EUR) 

Petrol Other 
combustion 

Electrical  After 1995 From 1990 to 
1995 

From 1981 to 
1989 

≤ 1,000 ≤ 1,500 ≤ 100V 18.42 11.61 8.14 

1,001 ≤ 1,300 1,501 ≤ 2,000 > 100V 36.96 20.77 11.61 
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1,301 ≤ 1,750 2,001 ≤ 3,000 - 57.73 32.27 16.19 

1,751 ≤ 2,600 > 3,000 - 146.47 77.25 33.39 

2,601 ≤ 3,500 - - 265.98 144.83 73.75 

> 3,500 - - 473.90 243.43 111.85 

 

Diesel cars included in Category A – additional IUC 

Additional tax according to the registration/plate’s year 

Engine capacity (cc) Tax (EUR) 

Diesel After 1995 From 1990 to 1995 From 1981 to 1989 

≤ 1,500 3.14 1.98 1.39 

1,501 ≤ 2,000 6.31 3.55 1.98 

2,001 ≤ 3,000 9.86 5.51 2.76 

> 3,000 25.01 13.19 5.70 

 

Category B 

Cars (passenger and mixed use - weight < 2500 kg) 

Engine capacity (cc) Tax (EUR) CO2 emissions (g/km) Tax (EUR) 

  NEDC WLTP  

≤ 1,250  29.39 ≤ 120 ≤ 140 60.28 

1,251 ≤ 1,750  58.97 121 ≤ 180 141 ≤ 205 90.33 

1,751 ≤ 2,500  117.82 181 ≤ 250 206 ≤ 260 196.18 

> 2,500  403.23 > 250 ≤ 261 336.07 

 

Diesel cars included in Category B – additional IUC 

Engine capacity (cc) Additional tax (EUR) 

NEDC WLTP  

180 ≤ 250 205 ≤ 260  29.39 

> 251 > 261 58.97 

For vehicles registered as of July 2007 (inclusive), the amounts due result of the sum of the amount 

due based on the engine capacity (displacement) and the amount due based on the CO2 emissions, 

multiplied by the respective coefficient according to the car’s acquisition year.  

The coefficient varies as follows: 

• 2007: 1.00; 

• 2008: 1.05; 

• 2009: 1.10; 

• 2010 onwards: 1.15. 
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Category C and D 

The IUC due for the vehicles for the transport of goods with a gross weight of less than 12t depends on 

their respective use, as follows:  

Category C D 

Gross weight (kg) Private use Public transport services 

≤ 2,500 32.42 EUR 17.22 EUR 

2,501 ≤ 3,500 53.69 EUR 29.38 EUR 

3,501 ≤ 7,500 128.65EUR 66.86EUR 

7,501 ≤ 11,999 208.68EUR 111.43EUR 

 

IUC for the vehicles for the transport of goods with gross weight exceeding 12 tonnes is calculated 

taking into account several characteristics of the vehicle, namely: the type of vehicle; gross weight; the 

number of axles; the age of the vehicle, and the use of the vehicle for private or public transport of 

goods. 

2.3.4. Tax period 

IUC is levied annually with reference to the month of the date of the number plate. 

IUC is also due until the cancellation of the number plate or the registration undertaken as a result of 

the legal destruction of the car. 

3. Income taxes – taxable persons 
3.1. Car depreciation 

Generally, for passenger cars and mixed-use vehicles, the depreciation is 25% per annum, under the 

straight-line method. 

It applies to a maximum cost base in accordance with the acquisition year, as follows: 

Acquisition 
year  

Maximum cost base (EUR)  

Electric13 Plug-in 
hybrid 

VNG or LPG14 Others15  

Up to 2009    29,927,87 

2010    40,000.00 

2011 45,000,00   30,000.00 

2012-2014 50,000.00   25,000.00 

2015 and 
onwards 

62,500.00 50,000.00 37,500.00 25,000.00 

 

  

 
13 Vehicles powered exclusively by electric power. 

14 LPG (liquefied petroleum gas); VNG (vehicular natural gas) 
15 Between 2009 and 2014, others refer to any vehicle other than electric. 
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3.2. Other deductible expenses 

Expenses with car-sharing systems 

Companies incurring in expenses with car-sharing systems may deduct, for tax purposes, an additional 

10% of expenses (conditions and limitations apply). 

3.3. Autonomous taxation 

For corporate income tax purposes, expenses regarding passenger cars and certain light goods cars are 

subject to an autonomous flat tax rate ranging from 10% to 35%, depending on the acquisition cost and 

the type of the car, as follows: 

 Type of vehicle and applicable autonomous taxation rate 

Acquisition cost (EUR) Electric 
Energy 

Plug-in 
hybrids 

VNG Others, including 
LPG 

< 27,500.00 0% 5% 7.5% 10% 

≥ 27,500.00 and < 
35,000.00 

0% 10% 15% 27.5% 

≥ 35,000.00 0% 17.5% 27.5% 35% 

 

If the taxable income of the year is a tax loss, these flat rates are increased by 10 percentage points. 

The following should be taken into account as car expenses: depreciation, lease payments, rentals, 

insurance, maintenance and repair costs, fuel, tolls, parking and municipal car taxes. 

The autonomous taxation is not applicable to light passenger vehicles used exclusively for public 

transportation. The maximum cost base is not applicable to light passenger vehicles used exclusively 

for public transportation or if the taxpayer’s activity is the renting of the vehicle. 

For new passenger and mixed-use vehicles of companies in the business of public service 

transportation or renting, the declining-balance depreciation method can be applied. 

4. VAT 
4.1. General 

The standard VAT rate in Portugal is currently 23% in the Mainland, 22% in the Autonomous Region 

of Madeira, and 18% in the Autonomous Region of the Azores 

4.2. Deduction 

As a general rule VAT incurred on the import, purchase, rental, repair, use and transformation of 

vehicles is not deductible. The exceptions to this rule are: 

• Electric or hybrid plug-in cars (passenger and mixed use) with an acquisition value that does not 

exceed the limits referred in section 3.1 above; 

• Passenger cars when used for the main business activity of the taxable person (e.g. taxis, rent-a-

car, driving schools); 

• Vehicles exclusively used for the transportation of goods/cargo (e.g. trucks, light commercial 

vehicles); 

• Passenger and mixed-use cars powered by LPG or VNG, for which VAT is deductible in 50%; 

• Electricity used for electric or hybrid plug-in cars which is fully deductible 

VAT on fuel for vehicles is generally not deductible.  
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However, VAT incurred in the acquisition of diesel, LPG, natural gas and biofuels is deductible in 50% 

of VAT and if used in buses, taxis, vehicles without a number plate, tractors mainly used in agriculture, 

or cars for the transport of goods with more than 3,500kg gross weight (lorries), VAT is 100% 

deductible (also applicable for input VAT incurred on the acquisition of petrol if related to one of the 

vehicle above referred). 

4.3. Financial and operational lease 

The lease of a vehicle is a supply of services for VAT purposes, which taxable base includes both rent 

and interest values. 

If the vehicle is sold in the end of the lease contract, the residual amount paid therein is subject to 

VAT. This operation qualifies as a supply of goods for VAT purposes. 

4.4. Hire purchase (lease without automatic transfer of legal 
ownership) 

The lease of a vehicle with a binding purchase clause is a supply of goods for VAT purposes, being the 

VAT due with its delivery. 

5. Company car 
The personal use of a company car by employees, where there is a written agreement between the 

employee and the employer, is considered to be employment income. 

The taxable benefit from the total use of a company car corresponds to 0.75% of the market value of 

the car, multiplied by the number of months of use of the car. The market value will result from the 

application of a depreciation factor published by the relevant authorities. In this case, the expenses, 

including depreciations, related with the use of a company car are not subject to the autonomous 

taxation above referred. 

In addition, a further taxable benefit in kind may arise for the employee in the case of acquisition of a 

company car. 

If the employee acquires the car, the benefit will correspond to the difference (if positive) between the 

market price of the car and the amounts already taxed as a benefit for private use, plus the price the 

employee has to pay for that acquisition. The market price corresponds to the difference between the 

acquisition price and the product of that value by a depreciation factor published by the relevant 

authorities. 

The above benefits in kind are not liable to withholding tax but must be added to all other income for 

the computation of the annual individual income tax due. Therefore, the total amount of the benefit 

will have to be included in the annual statement to be given by the company to the employee by 

January 20 of the year following the one in which the income was obtained. In addition, the company 

is also obliged to report these benefits in kind to the tax authorities. 

According to the Portuguese Social Security Code, the benefit arising from the private use of a 

company car that generates costs to the company, should be subject to Social Security contributions if 

a written agreement is concluded between the employee and the employer and mentions the following 

requirements: 

• The allocation of a specific car to the employee 

• All operating expenses and the cost of the car being borne by the employer 

• Written acknowledgment of the possibility that the car can be used for personal purposes or 24 

hours a day (the latter condition does not apply if the employee is exempted from formal 

working timetable) 
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6. Income taxes – drivers’ personal taxation 
Employees are not allowed to make any deduction on their Portuguese personal income tax returns in 

connection with company cars. 

Self-employed individuals with the obligation to keep organized accounts may deduct some expenses 

related to cars in accordance with the corporate tax and VAT rules. 

Companies are allowed to reimburse an employee for a mileage allowance (kilometers) as a 

compensation for the use of a personal car (not a company car) at the company’s service (i.e., for 

business purposes). 

This allowance is not liable either to personal income tax or social security when the amounts paid do 

not exceed the threshold established by the Portuguese tax authorities. The referred threshold is 

published annually. For 2020, the upper limit amounts to 0.36 EUR per kilometer. 

7. Electric Vehicles 
For corporate income tax purposes, the expenses related to vehicles powered with engines that are 

exclusively electric are exempt from autonomous taxation and the tax depreciation base is higher than 

other vehicles. 

8. Recent developments 
The State Budget Law for 2020 introduced some changes regarding car taxation.  

For ISV and IUC purposes, a general increase of about 1.47% and 1.3%, respectively, is foreseen.   

A new method of measurement for CO2 emissions has been implemented in the EU. As a result, the 

NEDC method was replaced by the WLTP. 

WLTP, being a more demanding and reliable procedure (which does not pertain to lab testing, and 

requires an actual on-road emissions and fuel consumption) will result in substantially higher values, 

and, therefore, lead to an increase of the taxes due. 

In order to mitigate this effect, a transitional provision for 2020 was put in place. This provision 

foresees a percentage reduction of the CO2 emissions for each taxation bracket, computed based on 

the WLTP. 

However, the intention of mitigating the increase of taxes does not seem to be fully achieved, since 

there is no direct correlation between the increase of CO2 emissions and the percentage reduction 

being applied. 

According to the percentages provided for, vehicles less polluting will pay, approximately, the same 

ISV (in some cases even less), and the more polluting vehicles will suffer a significant increase of ISV, 

which can, in certain cases, result in an increase of the public price sale in 10%. 

In addition to this, environmental friendly vehicles, such as electrical or hybrid, can still benefit from 

exemptions or reductions of ISV and IUC, as well as the possibility to deduct the VAT of these type of 

vehicles.  

The transfer of vehicles from other EU Member States or third countries are ISV exempt, provided that 

these are acquired by inheritance by a Portuguese resident.  

Vehicles purchased by firefighters corporations for the fulfillment of civil protection missions, as well 

as new vehicles, with nine seats, acquired by private social solidary institutions, cooperatives and 

associations of and for disabled persons with the status of non-governmental organization of persons 

with disabilities, for the collective transport of users are now ISV exempt. 
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9. Legal background 
• Income tax codes (CIRS and CIRC) 

• Portuguese VAT Code 

•  ISV and IUC Codes 

• Tax Benefits Code (EBF) 
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Romania 

1. Car registration 
1.1. When does a car need to be registered? 

New cars should be registered in Romania before their release for circulation on the public roads. Used 

vehicles registered in other states and owned by Romanian residents should be registered in Romania 

within 90 days upon their entry into the country. 

In case any information (e.g. ownership) within the registration certificate is changed, a new 

registration certificate for the vehicle should be requested from the competent authorities within 30 

days from the moment the change took place. 

1.2. Who can register a car? 

Vehicle owners or their representatives have the obligation to request the registration of new or used 

cars. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Foreign citizens that are resident in Romania have the obligation to register the vehicles they own and 

use in Romania, and that are registered in other states, within 90 days after obtaining their residency 

certificate/permit. However, the deadline may be extended for foreign citizens from countries that 

have bilateral agreements signed with Romania. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Non-residents are allowed to use their vehicles with foreign number plates on Romanian public roads 

over an indefinite period of time. 

However, Romanian residents have the obligation to register their cars with foreign number plates in 

Romania if the period for which they use these cars on Romanian public roads exceeds 90 days. 

2. Car taxation 
2.1. What are the different car taxes? 

According to Law No 1/2017 published in the Romanian Official Gazette No 15, starting February 1, 

2017, the environmental stamp for both new and used cars when a car is registered in Romania by its 

first owner is no longer applicable. As a result, the Romanian authorities adopted Government`s 

Emergency Ordinance no. 52/2017 establishing the procedure for the refund of the environmental 

stamp for motor vehicles, as well as for the refund of other vehicle taxes which are no longer into force. 

The Romanian tax authorities have finalized the process of refunding the environmental stamp for 

motor vehicles, as well as the other vehicle taxes, in September 2019.  

The Romanian authorities announced that other taxes might be introduced in the future with respect 

to the vehicle registration or circulation. However, no taxation mechanism has been proposed so far. 

Other taxes 

• Vehicle registration certificate: 37 RON 

• Plates: between 17 RON and 45 RON  

• Mandatory insurance: between 670 RON and 2,700 RON 

• Driver’s license release tax 68 RON 
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• Authorization for temporary circulation 13 RON 

Note that the above insurance values are only for guidance and the value of the insurance may vary 

significantly depending on the cylindrical capacity and on the insurance companies. 

2.2. Vehicle tax 
2.2.1. Taxable event 

Under the Romanian Fiscal Code, vehicles that require registration are subject to local taxes (the 

vehicle tax). Cars acquired during the year are also subject to vehicle tax starting 1st of January of the 

year following the year when the cars were acquired.  

2.2.2.  Taxable person 

Any person that owns a car that needs to be or is registered in Romania is liable to pay the vehicle tax. 

2.2.3. Tax due 

The vehicle tax is computed by multiplying the cylindrical capacity of cars with a fixed amount 

(varying based on the cylindrical capacity). 

Cylindrical capacity Fixed amount/200cc** Vehicle tax 

≤ 1,600cc* 8 RON up to 64 RON 

1,601cc–2,000cc 18 RON between 144 –180 RON 

2,001cc–2,600cc 72 RON between 727–936 RON 

2,601cc–3,000cc 144 RON between 1,874–2,160 RON 

≥ 3,001cc 290 RON ≥ 4353 RON 

*For motorcycles, motor tricycles and quadricycles with a cylindrical capacity over 1,600 cc  the vehicle tax is of 

RON 9/200cc 

**For hybrid cars, the vehicle tax is reduced with minimum 50%, based on the local council’s provisions. 

***For electric vehicles, no vehicle tax is due. 

Note that the value of the vehicle tax might be increased as per the local authorities’ decision. 

Moreover, for vehicle with an authorized total mass exceeding 12 tones, the vehicle tax is computed 

differently and is dependent on the type of the vehicle. 

2.2.4. Tax period 

The vehicle tax is paid annually, in two equal instalments, due by March 31, and September 30 

respectively. Up to 10% discount can be obtained by the taxpayer if the annual vehicle tax is paid in full 

by March 31. 

If the vehicle tax does not exceed 50 RON, the vehicle tax should be paid in full by March 31. 

3. Income taxes – Taxable persons 
3.1. Level of deduction of car-related expenses 

As a general rule, car-related expenses – such as tax depreciation, leasing instalments, interest for the 

car leased, insurance, expenses from car operation, maintenance, repairs etc. – are deductible only if 

incurred for the purpose of generating taxable income. For vehicles weighing less than 3,500kg, having 

fewer than nine passenger seats (including the driver’s seat) and exclusively used for passenger 

transport the related expenses are fully deductible only if the vehicles are used exclusively for business 

purposes. Otherwise, the deductibility of car related expenses is limited to 50%. However, this 

deductibility limitation does not apply to car depreciation. Please refer to item 3.1.2 below for details 

on tax depreciation for vehicles. 
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Expenses from operation, maintenance and repair of vehicles used by individuals in company 

leadership and management positions for business purposes are deductible within the limits of one 

vehicle per person and subject to 50% deductibility if the vehicle is not used entirely for business 

purposes. 

3.1.1. Fuel expenses 

Fuel expenses for company vehicles weighing less than 3,500kg, having fewer than nine passenger 

seats (including the driver’s seat) and exclusively used for passenger transport are 50% deductible for 

corporate tax purposes as of January 2012. Exceptions to this rule where fuel expenses are fully 

deductible are vehicles used in the following activities: 

• Intervention, repair, safety and security, courier services, transporting staff to and from work 

places, TV vans, cars used by sales agents and recruitment agents 

• Paid transportation services and taxi activities 

• Rentals 

• Driving schools 

3.1.2. Tax depreciation 

From a fiscal point of view, a car can be depreciated over a period of three to five years by using the 

straight-line or declining-balance depreciation method. 

Under an operational lease agreement, the leasing instalments booked by a lessee are tax deductible 

subject to 50% deductibility rule. Also, the lessor can deduct the depreciation expenses incurred with 

the cars leased. 

Under a financial lease agreement, the depreciation with the vehicle leased is tax deductible, while the 

interest expenses incurred by the lessee are subject to the 50% deductibility rule. 

Depreciation for vehicles used for passenger transport, with up to 9 seats, is limited to 1,500 RON 

/month for each vehicle, even if these were acquired before the entry into force of this provision  

3.1.3.  Exemptions to the 50% deductibility rule 

When using the company car only for business purposes, there will be no expense- deductibility limit.  

The 50% deductibility limit does not apply if: 

• Vehicles are used solely for emergency services, safety and security, courier services, as well as 

cars used by sales and acquisitions agents 

• Vehicles are used for paid passenger transport, including taxis  

• Vehicles are used for service provision against payment, including rental to other parties, 

training activity within the driver’s courses, transfer of the right of use within a financial or 

operational lease contract 

• Vehicles are used for commercial purposes, or for the purpose of resale 

3.2. Transfer pricing 

Car purchases and/or lease transactions performed between related parties are subject to transfer 

pricing rules and taxpayers should be able to sustain their arm’s length nature by preparing a transfer 

pricing documentation file. 
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4. VAT 
4.1. General 

Romanian VAT at the standard rate of 19% is due on most supplies of goods and/or services performed 

in return for a consideration. 

A taxable person is any person conducting economic activities in an independent manner, irrespective 

of the purpose or result of those activities. In addition, any person who performs an intra-Community 

supply of a new means of transport (i.e., a vehicle where no more than six months have passed since 

the date of first entry into service or which has not travelled more than 6,000 kilometers) is also 

deemed a taxable person. 

4.2. Deduction 

For taxable persons carrying out transactions with a right to deduct VAT, the input VAT incurred for 

their purchases in respect of their economic activity can, in principle, be deducted to 100%. 

However, with respect to the local acquisition, importation, intra-Community acquisition, rental or 

lease of cars and to the expenses directly linked to a vehicle owned or used by a taxable person (such as 

repair, maintenance, spare parts or fuel), in case the vehicles are not used exclusively for the purposes 

of the economic activity and have a maximum weight of 3,500 kg and a maximum of 9 passenger seats 

– 50% of the input VAT is deductible. 

Exceptions to this rule: 

• Vehicles used solely for emergency services, safety and security, courier services, as well as cars 

used by sales and acquisitions agents 

• Vehicles used for paid passenger transport, including taxis  

• Vehicles used for service provision against payment, including rental to other parties, training 

activity within the driver’s courses, transfer of the right of use within a financial or operational 

lease contract 

• Vehicles used for commercial purposes, or for the purpose of resale 

4.3. Hire purchase: Supply of goods? 

For VAT purposes, a hire purchase in Romania can be assimilated to a supply of goods based on a 

contract stipulating that the payment is made in instalments and providing that the ownership is 

transferred at the latest upon payment of amounts due. 

Financial components for the sales of goods in instalments or for leasing services (i.e., interest 

expenses) represent, in fact, a part of remuneration for the supply of goods/services. However, if 

interest is triggered after the making available of the goods, in exchange for an arrangement of 

receiving milestone payments, such interest is considered remuneration for a credit facility and it is 

VAT exempt. Also, the output VAT is applied upon the initial transfer of goods and there is no VAT on 

further instalments. 

4.4. Leasing: Supply of services? 

From a VAT perspective, the financial or the operational lease represents a supply of services for 

consideration. Consequently, the lessor will apply VAT on each instalment, including the financial 

component (i.e., interest) and the related commissions. 

If, at the end of the leasing period, the lessee opts to purchase the leased asset, the lessor will perform 

a supply of goods for consideration and will charge output VAT on the transfer value (if any). 
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However, if the lessee opts to purchase the leased asset earlier than 12 months from the starting date 

of the leasing contract, the transaction will be re- classified from leasing (services) into supply of 

goods. This will trigger tax consequences for the leasing company as it will need to charge VAT on the 

entire value of the leased asset from the moment when the good was placed at the disposal of the 

lessee. 

In the case of cancelled financial leasing contracts for which the goods are not repossessed in due time, 

the lessor does not have the obligation to adjust the input VAT, provided he initiates and performs 

actions in order to recover the goods irrespective if such goods are recovered or not. 

However, in view of the European Court of Justice jurisprudence, in case of early termination of 

leasing agreements, the lessor has the obligation to collect VAT for the amounts charged for the early 

termination of such contracts.  

5. Company car 
5.1. VAT due on private use of company cars 

As per the Romanian VAT law, the use of the company’s goods for which VAT was fully or partially 

deducted by the company’s personnel, for other purposes than carrying out its economic activity, is 

considered a supply of services for consideration, except in case the goods in question were subject to 

the special 50% deduction limitation. 

5.2. Company car in personal tax returns – benefit in kind 

The private use of the company car by an employee (excluding trips between home and work place/ 

place where the activity is rendered and return) is considered as being a taxable benefit in kind granted 

by the employer.  

In case the company car is used solely for personal purposes, the taxable value of the benefit is 

determined monthly by applying 1.7% on the booking value of the vehicle. If the car is rented by the 

company (this includes leasing), the taxable benefit is assessed at the value of the rent. 

In case the company car is used for both business and private purposes, the taxable value should be 

proportional to the number of kilometers used for personal purposes compared to the total number of 

kilometers used during a month. Still, the personal usage of the company car, in case of mixed usage, is 

not considered a benefit in kind if the related expenses are deductible at company’s level within the 

deductibility threshold of 50%. 

The income tax – 10% - and social security contributions (please see below) related to this benefit in 

kind should be computed, withheld, reported and paid to the Romanian State Budget by the employer, 

on a monthly basis. 

Type of social security contributions Due by the employer Due by the individual 

Pension contribution 0%,4% or 8%1
 25% 

Health fund contribution - 10% 

Work insurance contribution 2.25% – 

1 depending on the working conditions - no employer pension contribution in case of normal working conditions; a quota of 4% 

employer’s pension contribution applies for particular working conditions or a quota of 8% employer’s pension contribution 

applies for special working conditions; 

 

If the vehicle is used by the employee only for business purposes, it would not be considered a taxable 

benefit. Please note that in such cases, justifying documents should be kept and be available in order to 

sustain the business purposes in front of the Romanian tax authorities (such documents include, but 

are not limited to: car log books, delegation orders, company policy, GPS tracking logs etc.). 
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6. Income taxes – Drivers’ personal taxation 
6.1. Employees 

In Romania, employees do not fill in and submit personal tax returns in respect of the salary income 

and the salary-related benefits , unless these are paid by a foreign employer. In case of local 

employment contracts, all income taxes and social security contributions due are computed, withheld, 

declared and paid to the Romanian state budget by the Romanian employer (the taxes declared and 

paid on a monthly basis are final tax). Also, no tax deduction is granted for employees in respect of the 

private car expenses incurred for business purposes (i.e. commuting or other business purposes). 

However, in case the private car is used for business purposes, it may be agreed for the 

reimbursement, to the employee, of the costs incurred for the business usage of the car, based on 

justifying documents (e.g. invoices, receipts) in line with the company’s policy in this respect. In case 

of reimbursement of the transportation costs related to the trip to and from the employee’s work place, 

the current tax legislation provides that it is non-taxable income (for both salary income tax and social 

security purposes), provided it is granted by the employer as stipulated in the employment contract. 

For elimination of any salary taxes risk, such benefit should be reflected either directly or through 

addendum, in the individual’s employment contract (not only in the collective agreement) and 

justifying documents should be available. 

6.2. Freelancers 

Please refer to our comments under point 3.1.  

7. Grants related to electric cars 
Romanian companies and individuals that want to acquire electric vehicles may benefit of a non-

refundable grant from the Environment fund, in case certain conditions are met. The eco-ticket 

granted per vehicle acquired may be in amount of: 

• RON 45.000 for the acquisition of a new pure electric vehicle; 

• RON 20.000 for the acquisition of a new hybrid electric vehicle with an external power source 

which generates a CO2 emission of less than 50 g/km. 

The value of the eco-ticket will be deducted from the sales price with VAT of the new electric/hybrid 

vehicle.  

8. Future developments 
Currently, the Romanian authorities have in view the preparation and enforcement of a package of 

measures that will be based on the polluter pays principle and that will penalise vehicles with high CO2 

emissions and with inferior EURO norms.  

Oxygen Vignette as presented and adopted last year by a decision of the General Council of the 
Municipality of Bucharest (CGMB), aims to tax the polluting cars circulating in Bucharest. However, 
being an administrative decision, the Oxygen tax is not introduced by a law. Its sole criterion is the 
application of the Euro norm of motor vehicles, regardless of the engine capacity or the type of fuel used. 
Moreover, the pollution is charged by the City Hall only during the week, between 7AM -22PM. This tax 
came in force on January 1, although only the application of sanctions for those who do not pay the 
vignette is postponed until March. In addition to the vignette, in the central area of Bucharest, extremely 
polluting vehicles will no longer be allowed.  
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Pollution 
Norm 

1D 
RON 

30D 
RON 

6M 
RON 

1Y 
RON 

Non-Euro 15 300 1100 1900 
Euro 1 15 250 1000 1700 
Euro 2 15 200 900 1500 
Euro 3 15 100 450 700 
Euro 4 
(starting 
from 2021) 

5 80 350 500 

 

Euro 5, Euro 6, electric and hybrid cars, as well as motorcycles and are not subject for the Oxygen 
Vignette. The fine for non-payment of the Oxigen vignette is between RON 1,500 and 2,000. 

In the future, even more drastic restrictions will emerge. Non-Euro, Euro 1 and Euro 2 cars could be 
banned in Bucharest starting from 2022 and Euro 3 from 2024. 

9. Legal background 
• Emergency Ordinance 195/2002 regarding the circulation on public roads 

• Law No. 1/2017 regarding the abolishment of certain taxes and tariffs 

• Accounting Law 82/1991; 

• Order 1802/2014 for the approval of the accounting regulations complying with the European 

Directives 

• Law 227/2015 regarding the Fiscal Code and its application norms 

• Government Ordinance 51/1997 on leasing operations and leasing companies 

• Government Ordinance 660/2017 for the approval of the Financing Guideline of the Program 

for the reduction of gas emissions 

• Government`s Emergency Ordinance no. 52/2017 establishing the procedure for the refund of 

the environmental stamp for motor vehicles 
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Russia 

1. Car registration 
1.1. When does a car need to be registered? 

As a general rule, Russian legislation requires the registration of vehicles which have maximum 

electric motor power of more than 4kW, as well as those having maximum constructive speed of more 

than 50 km/hour and trailers to them, as well as the vehicles imported in the territory of the Eurasian 

Economic Union for the time period more than 1 year. 

The state registration requirement shall be also applicable, inter alia, to the following types of vehicles: 

basic vehicles and chassis of vehicles that are transported to end manufacturers or in connection with 

export outside the territory of the Russian Federation; vehicles that are experimental (test) samples; 

other vehicles in cases and in accordance with the procedure established by the Government of the 

Russian Federation. These requirements do not apply to vehicles that are considered as goods sold by a 

legal entity or an individual entrepreneur engaged in trading activities.   

The registration of vehicles is carried out by registration state authorities – either independently or in 

cooperation with specialized organizations (that could be dealers or manufacturers of vehicles subject 

to meeting certain requirements). For instance, such specialized organizations may prepare necessary 

documents for submission to the registration authorities on behalf of the vehicle owner.  

The owner of the vehicle shall submit an application for registration of the vehicle to the registration 

authority within 10 days from the date of its release into commercial circulation (if the vehicle was 

manufactured for the vehicle owner’s own use) or from the date of its temporary importation in the 

territory of the Russian Federation for more than 1 year or from the date of acquisition by the vehicle 

owner of the ownership title to the vehicle. 

Also, any change in the initial registration data of the vehicle (e.g. name of the vehicle’s owner), as 

specified in the registration documents, must be registered. 

On a separate note it is worth mentioning that passports of vehicles in paper form may be formalized 

in Russia only before 1 November 2020. After this date such passports may be formalized in electronic 

form only (though an opportunity to formalize an electronic passport for a vehicle already exists in 

Russia). 

1.2. Who can register a car? 

Currently, in Russia a vehicle may be registered based on the application of the vehicle owner (or the 

vehicle owner’s representative) or (in certain cases) upon the initiative of the registration authorities. 

The vehicles can be also registered in the name of Russian or foreign entities (companies or 

individuals). 

Registration of vehicles may be carried out by any division of the registration authorities to which the 

vehicle owner may apply, regardless of the place of registration of an individual, individual 

entrepreneur or the location of the legal entity, being the vehicle owner.  

If a foreign entity applies for registration of a vehicle, such an entity should have a Russian address 

that (as a rule) is registered (recorded) with the respective authorities (e.g. tax authorities that 

registered the foreign company’s subdivision in Russia, or the migration authorities that registered the 

migration documents of the foreign individual, etc.). 
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1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, on the condition that a foreign owner (company or an individual) has a Russian address. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

In principle, all vehicles used on Russian public roads must undergo registration in Russia, therefore 

implying replacement of foreign number plates with Russian number plates. 

As an exception to this rule, Russian legislation allows that foreign number plates can be used on 

vehicles which are temporarily imported to Russia for the period up to 1 year. 

When driving a vehicle with foreign number plates the driver (the foreigner) must have the customs 

documents confirming temporary import of the vehicle. Breach of an obligation to re-export the car 

after expiration of a one-year term can lead to an administrative fine and confiscation of a vehicle.  

1.5. Registration of pledge over a vehicle  

Starting from July 1, 2014 a new pledge on a vehicle is enforceable against a third party only after its 

registration in a special register kept by Russian notaries (except for the case when such third party 

knew or should have known about the pledge existence before it was registered). 

2. Car taxation 
2.1. What are the different car taxes? 

In accordance with Russian tax legislation, a car producer, owner or user may be subject to the 

following taxes and charges: 

• State charges/duties for legal actions in respect of cars 

• Transport tax for legal entities and individuals 

• Property tax for legal entities (this tax is not levied on individuals) 

• Recycling fee 

Upon importation of cars, the following taxes are due: 

• Excise tax 

• Import VAT 

• Import duties 

• Recycling fee 

Costs associated with acquisition/use of the cars may be deducted for the purposes of calculation of the 

following taxes: 

• Profits tax (due by legal entities) 

• Personal income tax (due by individuals, in case cars are used by them for business purposes and 

the respective individuals are registered as individual entrepreneurs). 

Starting from 2016 companies are also liable for environmental fee.  

Environmental fee is paid by producers and importers of goods / packaging which are included in the 

list established by the legislation. The environmental fee for packaged and not ready-to-use goods is 

paid only for the packaging itself.  
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If goods are sold to producers of wheeled vehicles (chassis) and trailers for them which are subject to 

recycling fee, the environmental fee is paid only in relation to the packaging of such goods. 

The list of products subject to environmental fee currently includes textile, tires, batteries, paper, 

plastic, wood and metal packaging, incandescent lamps and curved glass, oil products, oil strainers, 

consumer electronics, air conditioner equipment, etc. The payment of environmental fee for the period 

of 2019 should be made by April 15, 2020. 

Amount of environmental fee depends on type of goods and it is defined by multiplication of the 

following elements: (1) environmental fee rate, (2) recycling coefficient set for the reporting period and 

(3) weight (or number - depending on the product type) of goods / packaging released into circulation 

for domestic consumption in the territory of the Russian within the calendar year preceding the 

reporting period. 

2.2. State charges/duties for legal actions in respect of cars 
2.2.1. Recycling fee 

2.2.1.1. Taxable event 

Starting from September 1, 2012 new charge was introduced in Russia. The announced reason behind 

the introduction of the recycling fee is to fund the future safe utilization of wheeled vehicles and 

chassis. Since 2016 recycling fee is also charged on construction, agriculture and some other types of 

machinery. 

2.2.1.2. Taxpayers 

The payers of recycling fee are: 

• Car / vehicle importers (from September 1, 2012) 

• Local car / vehicle manufacturers (from January 1, 2014) 

• Car / vehicle owners (in certain cases).  

2.2.1.3. Amount of tax 

The recycling fee is payable on both imported and locally produced vehicles/chassis. 

The rates are established by the Russian Government and depend on the type of vehicle and its engine 

volume or full weight. The following rates of recycling fee are established for different categories of 

new vehicles: 

• For light vehicles: 3,400 RUR – 700,200 RUR (41 EUR – 8,370 EUR) per vehicle 

• For trucks: 178,500 RUR – 3,469,500 RUR (2,134 EUR – 41,472 EUR) per vehicle 

• For buses: 171,000 RUR – 1,558,500 RUR (2,044 EUR – 18,629 EUR) per vehicle 

• Chassis: 300,000 RUR – 2,035,500 RUR (3,586 EUR – 24,331 EUR) per unit 

• Construction, agriculture and some other types of machinery: 285,000 RUR – 2,242,500 RUR 

(3,407 EUR – 26,805 EUR) per vehicle. 

Recycling fee for imported vehicles/chassis is administered by the customs authorities and for locally 

manufactured vehicles - by the tax authorities. 

Compliance and payment procedures should differ for “large” and “regular” producers. 

Classification criteria for large producers are determined by the Ministry of Industry and Trade (MIT). 

The register of companies – the largest producers of vehicles and chassis is published on official MIT 

website. 
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2.2.1.4. Subsidy 

Starting from 2014 the Russian Government introduced subsidies for Russian car manufacturers 

aimed at compensation of some of their costs (e.g. electricity, payroll related costs, R&D, certain 

production and warranty costs), based on special Governmental Resolutions. 

To receive subsidies a manufacturer should sign an agreement with the Russian Ministry of Industry 

and Trade.  

Whilst the recycling fees result in additional expense for car manufacturers, the subsidies represent 

additional income that may, to a certain extent, mitigate economic burden of such additional expense 

for car manufactures, although there is no direct link between the obligation to pay the recycling fees 

and the right to receive the subsidies. With that, the subsidies may be received by car manufacturers 

with some delay as compared to payment of the recycling fees. 

The Russian government is currently reconsidering the system of subsidies for the Russian car 

manufacturers and at the moment it is not entirely clear how the new system will look and work. 

2.2.2. Other state charges/duties 

2.2.2.1. Taxable event 

State charges/duties for legal actions in respect of cars become due when a taxpayer requests the 

authorized state and municipal bodies/officials to perform state legal actions towards the respective 

vehicle. For example, such legal actions may include: 

• Issue of a number plate for a vehicle; 

• Issue of a certificate confirming state registration of a vehicle, etc.  

2.2.2.2. Taxpayers 

Payers of state charges/duties are both legal entities and individuals who  

request state and municipal bodies/officials to perform respective actions in respect of cars. 

2.2.2.3. Amount of tax 

The amount of charge/duty depends on the type of legal action to be performed by the state and 

municipal body/official and is determined as a fixed amount which is usually immaterial. For example, 

the following charge/duty rates are valid for 2020: 

• Issue of a number plate for a car/other vehicle – 2,000 RUR/1,500 RUR (24 EUR/18EUR); 

• Issue of a vehicle certificate of title (passport of the vehicle) – 800 RUR (9,5 EUR); 

• Issue of a certificate confirming state registration of a vehicle (paper/plastic version) – 500 RUR 

(6 EUR)/1,500 RUR (18 EUR).  

2.3. Transport tax for legal entities and individuals 
2.3.1. Taxable event 

There is no taxable event per se. Transport tax is due by taxpayers merely based on the fact that there 

are vehicles registered in their name. 

2.3.2. Taxpayers 

The payers of transport tax are legal entities and individuals if there are vehicles registered in their 

name in accordance with Russian legislation. 

2.3.3. Amount of tax 

For cars, buses and motorcycles/scooters the amount of tax due is calculated based on the tax rate 

multiplied by engine capacity of vehicles expressed in horsepower (hp) and a scale-up factor which was 

introduced starting from January 1, 2014 with a view to levy higher taxes on luxury cars: 
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Amount of tax = Tax rate x Engine capacity x Scale-up factor 

Fixed tax rates (i) are established by the regional legislation of each particular region within the limits 

specified by the federal legislation and (ii) depend on the type of vehicle and the horsepower of the 

vehicle. The effective federal tax rates are the following 

Type of vehicle Engine capacity (hp) Tax rate (RUR) 

Light cars ≤100 2.5 

 >100 ≤150 3.5 

 >150 ≤200 5 

 >200 ≤250 7.5 

 >250 15 

Motorcycles and scooters ≤20 1 

 >20 ≤35 2 

 >35 5 

Buses ≤200 5 

 >200 10 

Freight cars ≤100 2.5 

 >100 ≤150 4 

 >150 ≤200 5 

 >200 ≤250 6.5 

 >250 8.5 

 

The Russian regional authorities have the right to increase or decrease the above-listed federal tax 

rates no more than ten times. 

Scale-up factors are established by federal law in respect of light cars only and depend on the price of 

vehicle and its age. The scale-up factor rates are as follows: 

Price of vehicle (mill RUR) Age of vehicle Scale-up rate 

>3 ≤5 ≤3 1.1 

>5 ≤10 ≤5 2 

>10 ≤15 ≤10 3 

>15 ≤20 3 

 

2.3.4. Tax period 

The tax period for all taxpayers is established as a calendar year, while legal entities are required to 

make advance tax payments on a quarterly basis. 

2.4. Property tax for legal entities 

Starting from 2019 the movable property is exempt from property tax and therefore vehicles are not 

subject to property tax.  
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3. Income taxes – taxable persons 
3.1. Taxes 

In accordance with Russian tax legislation, legal entities are subject to profits tax, whilst individuals 

are subject to personal income tax (PIT). 

3.2. Level of deduction 
3.2.1. Profits tax 

The acquisition costs of a car are generally deductible via depreciation based on statutory depreciation 

rates. The annual depreciation rate is 20-33% for light vehicles and minivans (depending on the 

planned usage period); 10-20% for trucks (depending on the tonnage and planned usage period). 

Generally, a depreciation premium of 30% should be available for vehicles, i.e., 30% of the acquisition 

cost may be deducted at once, when the car is put into use (this premium, however, should be 

recaptured if the car is sold within 5 years). 

Other car-related expenses are also generally deductible for profits tax purposes of the company as 

long as the car is used for business activities, with the following exceptions: 

• Expenses on obligatory insurance of civil liability may only be included within the insurance tariffs 

established by Russian legislation and the requirements of international conventions; 

• Compensation to employees of expenses associated with the use of their personal cars for business 

purposes is deductible within the statutory limits, which are very low.  

As Russia is a form-driven jurisdiction, deductibility of car-related expenses largely depends on the 

ability of a company to provide the specific documentary support required to prove that the car is used 

for business purposes. 

Intra-group transactions (e.g. intra-group purchase or lease of cars) may be subject to transfer pricing 

rules effective since January 1, 2012. 

3.2.2. Personal income tax (PIT) 

Individuals being individual entrepreneurs who use cars for performing business activities may reduce 

their taxable income by deducting car-related expenses provided that these expenses are (i) related to 

income-generating activities and (ii) properly supported by documents. Individual entrepreneurs 

applying patent tax system, presumptive tax system or simplified tax system (with 6% tax rate on 

revenue) are not eligible for the deduction. 

Employees using their private cars to perform their job duties do not receive any deductions for PIT 

purposes. The compensation received by them from the employer for the use of their private cars for 

business purposes (if any) is not subject to PIT provided that a company has in place documents 

supporting the business use of cars. 

3.3. Leasing 

Two following types of lease should be distinguished for profits tax purposes: operational lease and 

financial lease. Lease payments are generally deductible for profits tax purposes. However, for a 

financial lease the Tax Code establishes specific deductibility rules depending on whether the leased 

object is recorded on the balance sheet of the lessee or the lessor, as follows. 

3.3.1. Leased property is accounted for on the balance sheet of the lessor 

If the leased property is accounted for on the lessor’s balance sheet, the lessor depreciates the property 

and deducts depreciation charges for profits tax purposes. Accelerated depreciation (with a coefficient 

of up to 3) is generally available with respect to fixed assets leased under financial lease arrangements; 

however, this coefficient is not applicable to light vehicles and minivans. 

The deductible expenses of the lessee in this case would consist of lease payments. 
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3.3.2. Leased property is accounted for on the balance sheet of the lessee 

According to the Russian Tax Code, if a lease agreement provides that the leased property is accounted 

for on the lessee’s balance sheet, the lessor has the right to deduct the cost of such leased property over 

the period of the lease agreement proportionally to lease payments. 

In such case, the lease property shall be depreciated by the lessee (with availability of accelerated 

depreciation). The lessee would then deduct the lease payments reduced by the amounts of the 

depreciation charge for profits tax purposes. 

3.3.3. Other considerations 

• Sale and lease-back arrangements may be associated with certain tax risks – it may be argued that 

such arrangements do not qualify as a financial lease in terms of the Russian law. 

• Leasing contracts should be carefully drafted to avoid negative tax consequences for both the lessor 

and the lessee (e.g. free-of-charge transfer of fixed assets at the end of the leasing term, non-

deductibility of leasing payments and non-recoverability of related VAT for a lessee). 

• Please note that further to the new IFRS 16 (Lease Accounting Standard), RAS - Accounting of 

Lease 25/2018 was introduced in Russia. The application of this standard is mandatory only 

starting from 2022 (unless the company voluntarily decides to apply the new standard before 

2022).  Generally, the idea behind the introduction of the RAS 25/2018 is to make IFRS/RAS 

approaches closer in terms of lease aspects. 

4. VAT 
4.1. General 

The supply of goods, services and works on the Russian territory, as well as the importation of goods 

into Russia are regarded as taxable transactions for VAT purposes and shall be taxed at the standard 

VAT rate (unless they qualify for the application of the reduced rate or specific VAT exemption(s)). The 

VAT rate in Russia was increased from 18% to 20% starting from January 1, 2019. 

A taxpayer is a legal entity or an individual entrepreneur. For import VAT purposes, individuals may 

also be recognized as taxable persons. 

The taxable amount is normally defined as the market value of goods (services, works) supplied 

including the amount of excise duty and excluding the amount of VAT. The taxable value for import 

VAT purposes is defined as the customs value of imported goods, increased by applicable customs and 

excise duties. 

4.1.1. VAT recovery in respect of locally purchased cars 

Input VAT should be recoverable for a taxpayer under the following conditions: 

• The car will be used in VAT-able activity; 

• The taxpayer acquires ownership title to the purchased car and properly accounts for the purchased 

car; 

• The transaction is properly documented. 
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4.1.2. VAT recovery for imported cars 

Import VAT is recoverable for an importer under the following conditions: 

• Import VAT was actually paid by the importer to the Russian budget at customs; 

• The car will be used in VAT-able activity; 

• The importer acquires ownership title to imported cars and properly accounts for these cars; 

• Payment of import VAT is supported with proper documentation. 

Customs VAT should be physically paid to the Russian budget. Therefore, there will be a certain time 

lag between the payment of customs VAT and its further recovery and this would result in some cash-

flow cost for the Russian importer. 

1.1.1 VAT on digital services 

Starting from January 1, 2017, digital services provided by non-Russian companies to individuals 

located in Russia (i.e. B2C sales) are subject to Russian VAT. Digital services cover wide range of 

operations, including provision of rights for software, usage of databases, cloud storage services, 

hosting services etc. In order to comply with the Russian VAT rules, non-resident suppliers should 

register with the Russian tax authorities and pay Russian VAT from all B2C sales.  

Starting from January 1, 2019 the above rules are extended to sales of digital services to business 

entities (i.e. B2B sales). 

Thus, it should be considered by non-Russian suppliers if any digital services are provided to Russian 

customers along with the cars and if such sales result in obligation to obtain VAT registration in 

Russia. 

4.2. Secondhand cars 

Upon the supply of cars purchased from individuals (not VAT payers) for further resale, the taxpayer 

determine the output VAT based on the margin between the sales price of the car inclusive VAT and 

the related purchase price.  

4.3. Customs taxes 

When importing cars and releasing them for free circulation in Russia an importer must pay customs 

payments, which include the following. 

4.3.1. Customs processing fees 

Customs processing fees are established as a flat rate depending on the customs value and vary from 

500 RUR (appr. 6 EUR) to 30,000 RUR ( appr. 359 EUR) per customs declaration. 

4.3.2. Customs duty 

In 2019 WTO commitments of Russia on gradual reduction of customs duty rates towards imported 

vehicles have been achieved. Currently duty rates applicable to vehicles are as follows: 

• The customs duty rate for new light vehicles with both petrol engine and diesel (semidiesel) engine 

is either 12,5% or 15% of their customs value depending on the car’s actual engine volume. 

• The customs duty rate for used (second hand) light vehicles with both petrol engine and diesel 

(semidiesel) engine is 20% of their customs value but not less than minimum duty calculated as the 

engine volume in cm3 multiplied by a flat rate varying from 0.32 EUR to 0.80 EUR per cm3 

depending on the car’s actual engine volume. 
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• The customs duty for used (second hand) light vehicles with both petrol engine and diesel 

(semidiesel) engine older than seven years is calculated as the engine volume in cm3 multiplied by 

a flat rate varying from 1.40 EUR to 3.20 EUR per cm3 depending on the car’s engine volume. 

• The customs duty rate for cars with electric engines is 15% of their customs value. It has been 

recently announced that import customs duty for cars with electric engines will be established at 

0% rate in 2020. Although there are no specific deadlines for introduction of such 0% customs duty 

rate. 

• Import duty rate for hybrid vehicles depends on the power (whichever engine is more powerful), 

i.e. if the power of petrol engine is more than the power of electric one, an importer should apply 

import customs duty rates for vehicles with petrol engine of the same volume and vice versa. 

• The customs duty rates for new heavy vehicles (trucks, etc.) are from 0% to 15% depending on the 

type of the vehicle. 

• The customs duty rate for Sport Utility Vehicles (SUV) with engine capacity exceeding 4,200 cm3 is 

10% of their customs value. 

4.4. Excise tax 

Imported cars (both used and new) are subject to excise duty in Russia. Excise tax is calculated based 

on the engine power of the car as follows (the rates are applicable for 2020): 

• Zero for cars with an engine power less or equal to 90 horsepower. 

• 49 RUR (0.6 EUR) (per horsepower for cars with an engine power from 90 horsepower to 150 

horsepower (inclusive).  

• 472 RUR (5.6 EUR) per one horsepower for cars with an engine power from 150 horsepower to 200 

horsepower (inclusive).  

• 773 RUR (9.2 EUR) per horsepower for cars with an engine power from 200 horsepower to 300 

horsepower (inclusive).  

• 1,317 RUR (15.7 EUR) per horsepower for cars with an engine power from 300 horsepower to 400 

horsepower (inclusive). 

• 1,363 RUR (16.3 EUR) per horsepower for cars with an engine power from 400 horsepower to 500 

horsepower (inclusive). 

• 1,408 RUR (16.8 EUR) per horsepower for cars with an engine power from 500 horsepower. 

For example, if the imported car has an engine power of 250 hp, the excise duty equals 250 hp x 773 

RUR = 192,250 RUR (2,310 EUR). 

4.5. Import VAT 

VAT is assessed at the rate of 20% on top of the customs value inclusive of customs duty and excise tax. 
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5. Company car 
5.1. VAT due on private use of company cars 

There is no VAT due on the private use of a company car. At the same time, recovery of input VAT 

associated with the acquisition of the respective car may be challenged by the tax authorities based on 

the grounds that the car is not used for business purposes. 

5.2. Company car – income taxes 

Under Russian tax legislation, in case a company car is provided to an employee for private use on a 

free-of-charge basis, the employee receives an in-kind benefit. This in-kind benefit is subject to PIT 

based on its market value. 

Additionally, there is a risk that the company (employer) may be required  

to charge obligatory insurance contributions on the amount of such in-kind benefit. 

6. Income taxes – drivers’ personal taxation 
As outlined above, car related costs are not deductible for PIT purposes unless an individual acts as an 

individual entrepreneur. The compensation received by an individual from its employer for the use of 

private cars for business purposes is not subject to PIT provided that a company has in place 

documents supporting the business use of cars. 

7. Electric vehicles 
There are no special taxation/registration rules for vehicles with electric engines in Russia. Generally, 

electric and hybrid vehicles are not that popular in Russia at the moment as compared to Europe. 

With that, in accordance with Letter of Ministry of Finance of the Russian Federation No. 03-05-04-

04/19434 dated April 7, 2015, tax burden decrease with regard to electric vehicles may be subject to 

further consideration by legislative bodies of Russian regions in accordance to their authority (e.g. 

establishment of incentives for electric vehicles owners’ in the form of full or partial transport tax 

exemption). Currently, such transport tax exemption is established in Moscow region, Saint-

Petersburg and Kaluga region.  

8. Technical regulations 
Unified technical regulations of the Eurasian Economic Union for certification of vehicles came into 

force in 2015. Technical regulations for certification of cars and trucks apply starting from January 1, 

2015; for agricultural and forestry tractors and other machines (including certain types of construction 

machines) – from February 15, 2015. 

9. Future developments 
Recent legislative developments (including draft laws) pertaining to operations with vehicles affect the 

following key areas: 

 

• leasing business; 

• taxi business; 

• innovative vehicles; 

• recycling fee. 
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Leasing business 

 

In January 2019 the Russian State Duma (lower chamber of the Russian federal legislative body) 

adopted in its first reading the draft Federal Law No. 586986-7 introducing new rules applicable to 

the leasing business in Russia. The draft Law introduces new types of subjects (entities) operating in 

the leasing business, namely “special subjects of the leasing business” («специальные субъекты 

лизинговой деятельности» in Russian) that include, for example, leasing companies, banks, etc.  

The draft Law introduces certain requirements to such special subjects of the leasing business. For 

instance, it is proposed that the leasing companies will have to meet the following requirements: 

• necessity to register information about them in the register of the special subjects of the leasing 

business (maintained by the Bank of Russia); 

• necessity to join self-regulatory organization in the area of the financial market; 

• minimal amount of the share capital (depending on the book value of the company’s assets); 

• prohibition to be engaged in business activities of credit and non-credit financial organisations; 

• mandatory audit of annual accounting records; 

• reporting to the Bank of Russia; 

• performance of internal control measures in accordance with basic standards of internal control, 

as established by the legislation on self-regulating organisations in the area of the financial 

market; 

• establishment of risk management system. 

As of March 2020, the abovementioned draft Law has not passed any further readings and has not 

been approved as the law yet. 

 

Taxi business 

 

In December 2018 the Russian State Duma adopted in its first reading a draft Federal Law No. 

481004-7 “On state regulation of relations in the area of organization and implementation of 

activities regarding taxi transportation and taxi ordering services, as well as amending certain 

legislative provisions of the Russian Federation and repealing certain legislative provisions of the 

Russian Federation”.   

 

The above draft Law regulates taxi business and, inter alia, sets forth the following rules:  

 

• taxi drivers shall obtain permissions to render taxi services for at least 5 years; a permission 

shall be kept in the taxi cabin and must be presented by the driver at the request of a passenger, 

an official of an authorized body or a police officer; 

• legal entities and individual entrepreneurs that render taxi services shall ensure maintenance 

service of vehicles, repair and pre-trip vehicle check, as well as mandatory medical examinations 

of taxi drivers; 

• taxi ordering service providers will be able to operate only after submission of a specific 

notification to the regional transport authorities.  
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As of March 2020, the abovementioned draft Law has not passed any further readings and has not 

been approved as the law yet.  

Innovative vehicles 

 

In February 2020, a draft Federal law No. 910152-7 "On innovative vehicles and on amendments to 

certain legislative acts of the Russian Federation" was introduced to the Russian State Duma. 

 

This draft law is aimed at forming the basis of a regulatory framework of the use of the innovative 

vehicles (including driverless) and provides, inter alia, as follows: 

 

• classification of the types of vehicles that may be considered as innovative for the purposes of 

this law; 

• obligations of the owner of the innovative vehicles (including obligations regarding necessity to 

ensure informational security of such vehicles in the course of their operation); 

• maintenance inspection regarding such vehicles shall be carried out by s special organization 

designated by the Russia Government; 

• the innovative vehicles may be operated on public roads only subject to a special permit issued 

by the Russian authorities.  

As of March 2020, the abovementioned draft Law undergoes review of committees of the Russian 

State Duma.  

 

Recycling fee 

  

A draft Federal Law “On introduction of changes to the part one and two of the Tax Code of the 

Russian Federation (regarding the inclusion of separate non-tax payments in the Tax Code of the 

Russian Federation)” was developed. The draft Law inter alia implies replacing of the environmental 

and recycling fees by the single recycling duty. Overall its provisions duplicate those being effective in 

respect of the recycling and environmental fees for now, but the administration of the fee is planned to 

be transferred to the Federal Tax Service. The draft Law is currently under public discussions and has 

not been submitted for consideration to the Russian State Duma yet. 

 

Please note that draft laws, which are mentioned in this report, may be subject to further 

considerations, whereas their provisions may be amended or deleted, as well as other new provisions 

may be added. 

10. Legal background 
• Tax Code of the Russian Federation 

• Civil Code of the Russian Federation 

• Customs Code of the Eurasian Economic Union 

• Russian Federal Law No. 196-FZ dated December 10, 1995 “On road traffic safety” 

• Resolution of the Russian Government No. 938 dated August 12, 1994 “On state registration of 

motor and other types of self-powered vehicles on the territory of the Russian Federation” (with 

subsequent amendments thereto) 

• Federal Law No. 283-FZ dated August 3, 2018 "On state registration of vehicles on the territory 

of the Russian Federation" 
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• Government Decree No. 1764 dated December 21, 2019 "On state registration of vehicles in 

registration divisions of the State road safety Inspectorate of the Ministry of internal Affairs of 

the Russian Federation"  

• Federal law No. 164-FZ dated October 29, 1998 “On Finance Renting (Leasing)” 

• Resolution of the Russian Government No. 863 dated December 28, 2004 “On customs 

processing fees” 

• Order of the Russian Ministry of Finance No. 15 dated February 17, 1997 “On statutory 

accounting for leasing operations”  

• Letter of Ministry of Finance of the Russian Federation No. 03-05-04-04/19434 dated April 7, 

2015 

• Russian Federal Law No. 89-FZ dated June 24, 1998 “On production and consumption waste” 

• Government Decree No. 1073 dated October 8, 2015 “On process of levy of environmental fee” 

• Government Decree No. 1291 dated December 26, 2013 “On recycling fee of wheeled vehicles 

and chassis” 

• Government Decree No. 81 dated February 6, 2016 “On recycling fee of off-road hoppers and 

trailers” 

• Order of the Ministry of Industry and Trade of the Russian Federation No. 65 dated January 28, 

2014 “On recognition of the payers specified in article 24.1 paragraph 3 subparagraph 3 of the 

Federal Law No. 89-FZ dated June 24, 1998 “On production and consumption waste” as 

companies – the largest producers of wheeled vehicles and chassis and on their inclusion in the 

register of companies – the largest producers of wheeled vehicles  

and chassis” 

• Customs Union Commission Decision No. 823 dated October 18, 2011 “On Adoption of 

Technical Regulation of the Customs Union On Safety of Machines and Equipment” 

• Eurasian Economic Commission Decision No. 60 dated July 20, 2012 “On Adoption of 

Technical Regulation of the Customs Union On Safety of Agricultural and Forestry Tractors and 

Trailers” 

• Customs Union Commission Decision No. 877 dated December 9, 2011 “On Adoption of 

Technical Regulation of the Customs Union On Safety of Wheeled Vehicles” 

• Customs Union Common Customs Tariff established by Customs Union Commission Decision 

No. 54 dated July 16, 2012 (in the latest edition) 
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Slovakia 

1. Car registration 
1.1. When does a car need to be registered? 

The mandatory registration of vehicles and their holders in the register of vehicles results from the Act 

No. 8/2009 Coll. on Road Traffic as amended. Subject to certain exemptions, all vehicles that are not 

registered in the register of vehicles must be registered with the “Traffic Inspectorate” (special 

department of the Slovak Police) competent pursuant to the residence or registered seat of the vehicle 

holder or the address of his permanent establishment or branch. A vehicle has to be registered within 

30 days of its acquisition by the owner. The owner must also state who shall be registered as the holder 

of the vehicle. 

The obligation to register a vehicle does not apply if all the following conditions are met: 

• it is a newly manufactured vehicle, 

• it is intended for sale, and 

it is owned by a legal entity with a trade license to manufacture or sell vehicles.The registration of the 

vehicle by the Traffic Inspectorate is subject to presentation of a certificate on compulsory contractual 

insurance or other proof of entering into such insurance agreement, if compulsory contractual 

insurance is applicable to the respective vehicle). This applies also to all changes to the registration 

data. 

Upon registration, the Traffic Inspectorate assigns to the vehicle a registration number. This 

registration is recorded and evidenced by issuing registration certificate.  

If a vehicle is a newly manufactured vehicle acquired in Slovakia from another Member State of the 

European Union, the Traffic Inspectorate performs the registration only if a confirmation issued by the 

tax authorities confirming payment of Slovak VAT is presented. This certificate is not required if the 

vehicle owner presents a certificate of registration for VAT together with a confirmation that the tax 

authorities were informed about the acquisition of such new vehicle from another Member State of the 

European Union. 

The registration is subject to an administrative fee. The amount of the administrative fee depends on 

the engine power in kW and on the age of the vehicle. 

1.2. Who can register a car? 

A vehicle must be registered by its owner. The owner must indicate who will be registered as holder of 

the vehicle.  

If the owner and holder of the vehicle are not the same person, both of them must be jointly present at 

the registration. Otherwise, the owner of the vehicle is registered as the holder of the vehicle.  

The holder of the vehicle can be either an individual (over 15 years of age, with legal capacity), a legal 

entity or a branch of a legal entity registered with the Commercial Register or in other register. Only 

one person can be registered as the holder of the vehicle.  

Other persons may act on behalf of the owner or holder of the vehicle only if they are granted a written 

power of attorney with certified signature of the owner or the holder of the vehicle.  
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When filing an application for registration electronically, the application must be signed by a certified 

electronic signature. This applies also for a power of attorney if the filing is made by a third person 

based on power of attorney. 

A vehicle producer, or a representative of a vehicle producer of a completely manufactured car, not yet 

registered in the Slovak Republic or in another state can apply for registration of the vehicle using 

electronic service established for that purpose if the application is signed with a certified electronic 

signature.  

The vehicle producer and their representative must follow a special procedure and fulfil requirements 

and reporting duties regarding each produced or imported car as per special provisions of the Road 

Traffic Act. 

A person operating their business within the scope of vehicles resale (vehicles registered in the Slovak 

Republic or in other state) can apply to register the vehicle in the vehicle registry if the vehicle has 

been typologically approved as an ES individually imported vehicle, or approved via special electronic 

services by the respective District Office if signed with the certified electronic signature. The vehicle 

importer / vendor must follow a special procedure and fulfil specific requirements and duties as stated 

by the Road Traffic Act. 

The owner or the holder (if authorized by the owner) are obliged to personally notify the Traffic 

Inspectorate of a change of the vehicle’s owner. This obligation may be performed also by electronic 

means.  

The owner and the holder of the vehicle are obliged to notify the Traffic Inspectorate (either personally 

or electronically) within 30 days of the transfer of vehicle’s possession to another person. The Traffic 

Inspectorate will only register certain changes in the vehicle register with the owner's approval or 

based on a court decision.  

Deregistration from the Traffic Inspectorate should be done either by the vehicle's holder or owner. A 

person other than vehicle’s owner or holder can act on behalf of the owner or holder in matters of 

registration and changes to the registration only on the basis of a written power of attorney with a 

notarized signature of the owner or the holder, or on the basis of a decision of a relevant authority.  

If the holder and the owner are not the same person, a third party can only act on behalf of the holder 

regarding the registration and changes to the registration of the vehicle if the owner of the vehicle has 

granted that party a written power of attorney with a certified (notarized) signature for such a specific 

action. If the owner or the holder authorizes another person in the application for registration of the 

vehicle and includes such a fact in the application and signs it in front of the local Traffic Inspectorate 

officer, the notarized signature of the owner or the holder is not required. 

In 2016, there has been a significant extension of electronic services provided by Ministry of Interior of 

the Slovak Republic. The vehicle’s owner or holder thus have more opportunities to fulfil their 

obligations under the Road Traffic Act without a need to physically be present at the Traffic 

Inspectorate and bring the vehicle to be checked. Pursuant to the Act on electronic signature, e-

services can be used by holders of an ID card with electronic chip.  

Via e-services, it is possible to file an application on registration of the transfer of possession, an 

application for change of the number plates, an application for first registration of the vehicle, or even 

to report loss or theft of the number plates, or to get an overview of, legal, tax or customs status of the 

vehicle, originality checks or any records regarding the vehicle. It is also possible to obtain a detailed 

overview of compulsory contractual insurance, technical and emission controls, list of all previous 

owners of the vehicle and other vehicle’s technical data. 
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1.3. Is a foreign owner allowed to register a vehicle in Slovakia? 

The Slovak Traffic Inspectorate can register a vehicle in the Slovak register of vehicles only in case the 

holder of the vehicle is the Slovak resident, or the holder is a legal entity which either has its registered 

seat in Slovakia or its branch is registered in Slovakia.    

Thus, a foreigner can be registered as an owner of a vehicle with the Slovak Traffic Inspectorate only in 

case the holder is residing in Slovakia – the holder can be the same as the owner or the holder might 

be a different person. If the foreign individual is not only the owner, but also the holder of the vehicle, 

it means that the foreign individual has to obtain permanent or temporary residence in Slovakia.  

Similarly, a foreign legal entity may be registered as the owner of a vehicle in Slovakia, but in order to 

be registered as the holder of the vehicle the foreign company has to establish at least a branch in 

Slovakia. Beside this (i.e. owning and holding a vehicle registered in Slovakia), for foreign individuals 

or foreign legal entities the same rules and conditions apply as is the case of Slovak nationals 

(individuals) or Slovak legal entities. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Yes, a vehicle registered abroad can be driven on Slovak public roads if the vehicle has a number plate 

of the foreign country where it is registered according to the international treaty binding for the Slovak 

Republic. 

This does not apply for the vehicle registered in one of the Member States of European Economic Area, 

for which only a number plate with 12 yellow stars in a circle with a blue background and the two 

letters of the respective country are sufficient. 

2. Car taxation 
2.1. What car taxes are payable in Slovakia? 

In Slovakia, there are following taxes payable: 

• car taxes due for vehicles used for business purposes, i.e. the motor vehicle tax and 

• charges for the approval of an individually imported or an individually manufactured vehicle 

(this charge varies) 

The approval of the entry of an individually imported or manufactured vehicle on the market is based 

on the issuance of a certificate of assumption of the responsibility for waste management for an 

individually imported or manufactured vehicle. This certificate is issued by the coordination centre for 

end-of-life vehicles on request, or by any producer of vehicles if a coordination centre has not been 

established. The issuance of the certificate may be subject to payment or may be free of charge. If the 

certificate is issued in exchange for payment, this must not exceed the actual costs of ensuring the 

processing of the end-of-life vehicle after deducting the potential revenue from processing the end-of-

life vehicle; however, it must not exceed the amount paid by the producer of the vehicle to the 

responsible producing organization for ensuring the processing. 

A vehicle producer is obliged to: 

• use coding to facilitate the identification of components of vehicles and used materials and 

equipment which are suitable for reuse and recovery; 

• not use in the manufacturing process materials and components and not place on the market 

vehicles containing materials and components which include heavy metals;  

• use only recyclable and reusable materials, parts and construction blocks for production;  
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• provide for the collection of end-of-life vehicles from end-users throughout the Slovak Republic 

to the extent of at least one facility for the collection of end-of-life vehicles in each district and 

inform end-users of vehicles of the need to hand them over for processing and the availability of 

points of collection;  

• ensure that the persons operating facilities for the collection of end-of-life vehicles do not refuse 

to take over end-of-life vehicle from the holders thereof and takeover end-of-life vehicles 

without requiring a fee, provided that the end-of-life vehicle is complete;  

• provide processors of end-of-life vehicles with information on the environmentally sound 

processing of end-of-life vehicles on a technical medium or by electronic communication within 

six months of placing on the market a new model of a vehicle manufactured or imported by 

them.  

Moreover, vehicle producer must publish information on the design of vehicles and their components 

with a view to the recoverability of end-of-life vehicles and their components, including the methods of 

recycling, and materials on environmental progress related to the cars. 

2.2. Motor vehicle tax 
2.2.1. Taxable event 

Taxable vehicles are those registered in the Slovak Republic and used for business or other 

entrepreneurial activities subject to income tax in the Slovak Republic. The motor vehicle tax is 

administered by the tax office where the seat of the company is registered or by the permanent address 

in case of natural persons. 

As of 1 January 2020, the use of the vehicle for business and entrepreneurial activities is defined as: 

• the actual use of the vehicle for business purposes; 

• vehicle was recorded in the accounting books; 

• vehicle was recorded in the tax evidence; 

• applying of expenses related to the usage of vehicles; 

• the use of the vehicle for business purposes by tax payer. 

Vehicles used for special activities and not designated for transport are not subject to tax. 

Also, he following vehicles, if used for trial rides, are not be subject to tax::  

• vehicles type M - newly manufactured or  newly purchased so-far unregistered vehicles,; 

• vehicles type H - historical vehicles; 

• vehicles type S – certain sports cars.  

In addition, the vehicles used by diplomats or consular offices, based on reciprocity; various rescue 

and emergency vehicles; vehicles used solely in agriculture production or wood production; and 

vehicles for regular transportation of persons under an agreement for services, are exempt from tax. 

2.2.2. Taxable person 

The taxpayer is an individual or legal entity that: 

• is registered as the owner of the vehicle in its documentation; 

• has a branch registered as the owner of the vehicle in its documentation; 
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• uses a vehicle where the person registered as owner died, was dissolved, or was deleted from the 

commercial register; 

• uses the vehicle for business, and the person registered as owner does not do so; 

• is an employer who pays travel allowances to an employee for the use of the vehicle for the 

employer’s business and that employee does not uses this car for own business. 

2.2.3. Tax period 

The tax period is a calendar year. A taxpayer must file the tax return and pay the tax liability for the 

previous year by January 31 of the following year.  

If a tax liability arises or terminates during the tax period, the amount of annual tax is adjusted. 

However, the extent of the vehicle’s use for business throughout the tax period has no effect on the 

amount of the tax liability. The tax liability is calculated for each vehicle separately as annual tax 

divided by 12 and times number of months a vehicle was subject to tax. 

The tax liability arises on the first day of a month in that the conditions are met (e.g. a vehicle is used 

for business). In case of change of a taxpayer (e.g. sale between two companies) the tax liability arises 

in the month following after the month in which the change was effective (the information was 

changed in technical documentation of the vehicle). 

The tax liability ceases on the last day of the month in which, for example, the vehicle was 

deregistered, the business was terminated or interrupted, the tax payer was wound up without 

liquidation, the holder of the vehicle changed, or the taxpayer stopped to use the vehicle. 

The date of arising and ceasing of the tax liability have to be provided in the 

tax return, except the employer paying out allowances to employees for their vehicle use. 

2.2.4. Announcing obligations 

In case that during the tax period the vehicle was not subject to tax and it was not recorded in the 

bookkeeping or tax evidence or no expenses relating to the usage of this vehicle were applied for tax 

purposes, the tax payer has to announce this fact by the deadline for filing the tax return, i.e. January 

31 of the following year. 

2.2.5. Annual tax 

The annual tax is calculated for each vehicle separately based on the tax rate and months of usage. 

The tax rates are given by the law and depend from: 

• for electric vehicles powered solely by electricity based on engine performance in kW 

• for passenger cars, based on engine capacity in cubic centimetres; 

• for utility vehicles, such as delivery vans, lorries, trucks and trailers and busses, based on the 

number of axles and the vehicle’s weight. 
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2.2.6. Tax rates for vehicles 

Passenger cars     

Vehicle type Base for 
calculation 

Minimum Maximum Annual tax in EUR 

Category L, M and N 
powered solely by 
electricity 

Engine 
performance 
in kW 

no limit no limit 0 

Personal vehicles Engine 
capacity in  
cm3 

- 150 50 

150 900 62 

900 1 200 80 

1,200 1,500 115 

1,500 2,000 148 

2,000 3,000 180 

3,000 no limit 218 

 

Utility vehicles and buses   

Number of axles Total weight or maximum permitted weight of 
loaded vehicle in tonnes 

Annual tax in EUR 

Minimum Maximum 

up to 2  - 1 74 

1 2 133 

2 4 212 

4 6 312 

6 8 417 

8 10 518 

10 12 620 

12 14 777 

14 16 933 

16 18 1,089 

18 20 1,252 

20 22 1,452 

22 24 1,660 

24 26 1,862 

26 28 2,075 

28 30 2,269 

30 no limit 2,480 
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Utility vehicles and buses   

3   15 566 

15 17 673 

17 19 828 

19 21 982 

21 23 1,144 

23 25 1,295 

25 27 1,452 

27 29 1,599 

29 31 1,755 

31 33 1,964 

33 35 2,172 

35 37 2,375 

37 40 2,582 

40 no limit 2,790 

4 and more   23 721 

23 25 877 

25 27 1,033 

27 29 1,189 

29 31 1,337 

31 33 1,548 

33 35 1,755 

35 37 1,968 

37 40 2,172 

40 no limit 2,375 

 

2.2.7. Increase and decrease of the annual tax 

The annual tax will be decreased by: 

 25% in first 36 months, starting with the month of first evidence of  

the vehicle; 

 20% in following 36 months; and 

 15% in additional following 36 months. 

After these 3 times 36-month period (9 years) the full annual tax will apply for the following 36 

months. 

After 4 times 36 months period (12 years) the annual tax will be increased by: 

 10% in following 12 months; and by 

 20% for vehicles which are more than 156 months old (13 years). 
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In addition to the above the annual tax will be decreased by 50% for: 

• Hybrid motor vehicle; 

• Motor vehicle powered by gas - CNG or LNG; 

• Motor vehicle powered by hydrogen. 

If during the tax period the vehicle was used in combined transport (e.g. transport to a train) at least 

60-times, the annual tax can be decreased by additional 50%. 

2.2.8. Tax advances 

When filing the motor vehicle tax return (by January 31 of the following year) an estimated tax should 

be calculated. This estimate is calculated based on vehicles subject to tax as at January 1 of the current 

year. If the estimated tax exceeds: 

• 700 EUR, the taxpayer should divide his estimated tax liability into four equal quarterly advance 

payments; 

• 8,300 EUR, the taxpayer should divide his estimated tax liability into 12 equal monthly advance 

payments.  

If the estimated tax is lower than 700 EUR or in the case that the tax liability arises during the tax 

period, the taxpayer does not have to pay any advance payments. However, based on the taxpayer's 

request, the tax administrator may determine the payment of tax advances. 

After the tax period, the taxpayer reconciles the advances paid with the final tax liability in the annual 

tax return and pays the outstanding amount by the deadline for filing the tax return (January 31 of the 

following year). 

3. Income taxes – taxable persons  
The acquisition price of a car acquired by a purchase or financial lease and included in the company’s 

fixed assets register is tax deductible through depreciation up to 100% of the purchase price of the car. 

This does not apply if the purchase price is 48,000 EUR and more and, in the respective tax period, 

the company achieves either a tax loss or a relatively low tax base. In such case the car’s tax 

depreciation charges may be limited down to acquisition price 48,000 EUR only. 

If the company uses a car under operational lease, where the acquisition price of the car is 48,000 

EUR and more, the company (lessee) may be required to limit yearly tax deduction of leasing charges 

to 14,400 EUR in those years when either a tax loss or a relatively low tax base is achieved.  

If the company leases its car under an operational lease, it can apply tax depreciation charges based on 

the respective tax depreciation group, however, maximum up to the level of the leasing income relating 

to the respective period. 

Vehicles are depreciated for income tax purposes over four, exceptionally six, years. Electric vehicles 

(BEV and PHEV) are depreciated for two years only. In case of cars depreciated over six years, the 

taxpayer can choose between straight-line or accelerated depreciation methods. Cars depreciated over 

four years can be depreciated using the straight-line method only.  

If a car is purchased by a VAT-payer that does not have the right to claim input VAT, or by a non-VAT 

payer, VAT is part of the acquisition price and can also be depreciated for tax purposes. If a car is 

acquired through a financial lease, VAT is not included in the acquisition price, regardless of whether 

the car is purchased by a VAT payer or a non-VAT payer. In this case, the VAT is considered a tax-

deductible expense for corporate income tax purposes unless the lessee is entitled to recover the VAT. 
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The tax written-down value of a car liquidated is a tax-deductible expense. The tax written-down value 

of a damaged car is a tax-deductible expense, up to the level of relating compensation or sale proceeds 

received. The tax written-down value of a car sold is a tax-deductible expense, up to the level of the 

sales proceeds included in the tax base. 

Motor vehicle tax is also a tax-deductible expense. 

4. VAT 
4.1. General 

Generally, the standard VAT rate of 20% applies to supplies of services and goods (such as cars) in 

Slovakia. The lower VAT rate of 10% applies only to certain products, e.g. some pharmaceutical 

products, some books, certain food products (e.g. bread, meat, fish, milk honey, most fruit and 

vegetables, etc.) certain accommodation services selected newspapers, magazines and periodicals 

certain accommodation services. 

Local reverse charge is applied on local sales of any goods carried out by foreign entities to Slovak 

established customers (taxable persons) where the place of supply is in Slovakia. Foreign suppliers are 

no longer accountable for Slovak VAT on local supplies of cars to Slovak established customers. 

Instead, Slovak taxable persons are responsible for self-assessing Slovak VAT on such supplies. 

In the event of an intra-Community acquisition (through a purchase or financial lease, if applicable) or 

the import of a new car, VAT is due regardless of whether the acquirer or importer is registered for 

VAT or not. If the person is not a VAT payer in Slovakia, and it acquires the new car from other EU 

member state he must file a VAT return and pay the related VAT to tax office within seven days after 

the acquisition of the new car from the other EU member state. 

A regular VAT payer includes this transaction in its VAT return and Control Statement following the 

general rules and pays the related VAT within 25 days after the end of the tax period in which the VAT 

liability was incurred. 

Intra-Community supply of a new car is always VAT exempt, regardless of the status of acquirer (non-

taxable person, taxable person, VAT payer, etc.). 

There is a special arrangement for traders of used cars, in accordance with EU Directive 2006/112, i.e. 

this VAT regime is based on the taxation of a difference between purchased and sales price (margin 

taxation). 

4.2.  Deduction 

Under the Slovak VAT Act, the right to deduct VAT on goods and services arises to a VAT payer on the 

day that the tax liability arose for those goods or services. It is possible for VAT payers to deduct the 

input VAT incurred from a purchase or lease of all cars, including a passenger car and its accessories 

provided these are used for business purposes subject to VAT. If the cars (subject to depreciation rules 

under Income Tax Act) are used for business and purposes other than business, the VAT payer may 

decide to claim only a proportion of input VAT, in which case he does not have to pay output VAT 

related to  the part used for purposes other than business. However, in case of VAT related to services 

or goods other than those subject to depreciation rules, the VAT payer can claim only a proportion of 

input VAT in case the input is used for business and other than business purpose.  

VAT payer has to make an adjustment to the deducted input VAT if he changes the scope of the use of 

the movable tangible property for business purposes and for the purposes other than business and if 

the VAT payer decided to deduct only a part of input VAT corresponding to the scope of the use for 

business activities.  

VAT adjustment period is 5 years including the year of the acquisition of the car. 
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VAT payer has also make an adjustment of the deducted VAT from services performed on the VAT 

payer’s fixed assets which has led to its permanent increase in the value where the VAT payer has not 

applied a VAT deduction on the acquisition of the fixed asset and VAT payer uses this fixed asset for its 

personal consumption, for the personal consumption of its employees, or supply such fixed assed free 

of charge. 

VAT adjustment period is 60 calendar months for services performed on car. 

Provisions regarding adjustment of input tax applies for the movable tangible property that meets the 

definition of investment property, i.e. movable property where the acquisition price exceeds 3,319.39 

EUR (excluding tax) and the useful life exceeds one year. Therefore, this applies also for cars.  

In the event of an occasional intra-Community supply of a new car from Slovakia to another EU 

member state, each person is considered a taxable person (regardless of whether he is a VAT payer or 

not) and has the right to deduct the VAT incurred due to the purchase, intra-Community acquisition, 

or import of the car. 

4.2.1. Hire purchase 

If there is an obligation to purchase the car at the end of the lease period (not generally a right for the 

lessee, but an obligation), this transaction is considered a supply of goods. Thus, the VAT rules for 

supply of goods apply and VAT becomes due at the time the right to handle with the car as the owner is 

transferred from the lessor to the lessee. 

Following this ECJ Case C-164/16 Mercedes-Benz Financial Services UK Ltd some leasing supplies 

that has until now been considered for VAT purposes as supplies of services may be considered as 

supply of goods, i.e. have different VAT treatment and implications. Therefore, it is necessary to 

analyse agreed terms and conditions in detail for determining the correct VAT treatment of leasing. 

In all other cases, the lease of the goods is generally treated as a supply of service. 

The place of supply in case the lease is considered a supply of service 

• for the short-term lease of means of transport (up to 30 days, or 90 days in case of vessels) is the 

place where the means of transport will be placed at the disposal of the customer; 

• for other lease structures for means of transport (those except for a short-term lease) the place 

of supply is where the customer has its seat, place of business, or establishment to which the 

service will be supplied. 

• for other than short-term lease of means of transport, if provided to a person other than a 

taxable person, the place of supply is where the customer has its seat, place of business or 

establishment. This rule does not apply to the lease of cruisers, in this case the place of supply is 

where the vessel is given physically at the disposal of the customer if the supplier has the seat or 

establishment in the same place 

4.2.2. Lease 

An operational lease and financial lease with the right to buy the car is considered a supply of a service 

and is subject to Slovak VAT. The VAT is generally due on the instalments. 

5. See above the description of the hire purchase in 
section 4.2.1. Company Car 

5.1. VAT due on private use of company cars 

In connection with part 4.2, the use of a company car for private purposes where input VAT was fully 

deducted at the time of purchase is considered as supply for consideration and is subject to VAT. 
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5.2. Company car in payroll– benefit in kind 

When an employer puts a company car at the disposal of an employee, and the employee is entitled 

to use the company car for private as well as business purposes, the car is considered a benefit in kind 

for the employee. The computation of such benefit-in-kind reflects the period since putting the car in 

use. In the first calendar year, the employee's income for every calendar month of having the car 

available for private use is calculated as 1% of the car’s acquisition price (including VAT). In the next 

seven calendar years, for the benefit-in-kind purposes the car’s acquisition price (including VAT) is 

annually decreased by 12.5%, as of the first month of the respective calendar year.  

For a car acquired via financial lease or car used based on an operational lease, the acquisition price of 

the legal owner (the lessor) is used to calculate the benefit. 

If fuel costs relating to personal use of car are borne by the company, an additional taxable benefit 

arises for the employee in the value of actual fuel costs incurred during private use. 

6. Income taxes – driver’s personal car  
If the employee uses his private car for his employer’s business purposes, the employer has to reimburse 

the employee in accordance with the Slovak Act on Travel Allowances. Based on the Slovak Act on 

Travel Allowances, the use of a private car is compensated by a fixed allowance of 0.193 EUR for each 

kilometre driven. The employee is also compensated for the cost of fuel based on the actual price of the 

fuel and the consumption stated in the car’s technical manual. 

Travel allowances paid within the statutory limits set out in the Act on Travel Allowances are tax-

deductible cost for the employer, and not taxable income for the employee. 

The employer’s provision of compensation of the employee above the statutory limits is tax deductible 

for the employer provided that the employee is entitled for this benefit in kind based on his employment 

contract. However, such income remains to be subject to personal income tax at the hands of employee 

and also subject to social and health insurance contributions for the employer and the employee. 

7. Compulsory contractual insurance on motor 
vehicles  

Under the Act on Compulsory Contractual Insurance For Damage Caused by Use of a Motor Vehicle, 

every owner or legal holder of a vehicle, or in case of lease with the option to purchase the asset, the 

lessee (the “motorist”) has the obligation to conclude a contract for compulsory contractual motor 

vehicle liability insurance (the “CCI”) each calendar year.  

The insurance company is obliged to issue the green card to the insured person without undue delay 

after the conclusion of the CCI contract. When operating a domestic motor vehicle, the driver is 

obliged to carry the green card with him and to present it at the request of policemen when pulled 

over. 

Although CCI is not bound to a specific person, it refers to damage that the motorist causes to other 

persons or property by operating a vehicle.  

The due date for having CCI concluded with an insurance company is the first day on which the vehicle 

is used. 

The insured party has the right to request the insurance company to reimburse the injured party for 

the proven claims for compensation of: 

personal injury and costs connected to the death of a person, 

damage, destruction, theft, or loss of an object, 
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lost profit, 

legitimately incurred expenses in connection with legal representation in the exercise of claims under 

the point 1., 2. and 3.  above if the insurance company fails to meet its obligations to initiate the 

investigation necessary to ascertain the extent of  the insurance claim payment, or wrongly refused to 

provide indemnity or unduly shortened the indemnity. 

The insurance average limits must be stipulated in the CCI contract.  

The insurance minimum coverage: 

• for the damages under the point 1. above must be at least EUR 5,240,000, regardless of the 

number of persons injured or killed; and  

• for the damages under the points 2., 3. and 4. above must be at least 1,050,000 EUR regardless 

of the number of harmed persons. 

If the sum of the claims of several harmed persons exceeds the indemnity limit  stated above or in the 

CCI contract, the indemnity (insurance claim payment) to each person shall be reduced according into 

the proportion to of the indemnity limit to the sum of the claims of all harmed persons. 

Insurance companies are obliged to inform the motorist in writing about the prices and conditions for 

CCI for the next insurance period no later than ten weeks before the termination of the term of the 

insurance. The CCI contract terminates, among others, by destruction of the vehicle, by registration of 

the vehicle’s ownership transfer, or in case that the premium according to the CCI contract is not paid 

within the period of one month from its due date, if not agreed otherwise (but the delay of payment 

cannot be agreed as longer than 3 months in the CCI contract).  

The vehicle accident insurance differs from the CCI. The vehicle accident insurance is not mandatory 

and in general, its aim is to cover damages which the motorist caused to his own vehicle. 

8. Electric vehicles  
Slovakia is one of the leading countries as regards car production and was repeatedly ranked first by 

number of cars produced per capita. To ensure the long-term maintenance of this leadership and the 

gradual increase in domestic value added in automotive (development, design), Slovakia takes active 

approach to progressive trends in motor mechanics and develops activities related to research and 

development. The importance of electromobility was highlighted by the Program Declaration of the 

Slovak Government for the years 2012 - 2016, in which the Government declared its focus on 

sustainable mobility. 

Electromobility is seen as one of the options to assist in creating a comprehensive sustainable 

transport system. For this reason, the Ministry of Economy of the Slovak Republic has prepared a 

proposal for a Strategy of Development of Electromobility in the Slovak Republic (hereinafter as the 

“Strategy”) and its Impact on the National Economy of the Slovak Republic, which is regarded as an 

important step towards a progressive way of reducing the negative impacts of transport on the 

environment. 

The Strategy proposes a package of several measures to get more electric cars on Slovak roads. Indirect 
state incentives should include lower VAT for electric vehicles and support for the construction of 
carparks with charging stations. For this reason, legislative changes are needed to simplify the 
construction of charging infrastructure, since today it faces difficulties as regards acquiring permits. 

Both the private and public sectors are expected to contribute to formation of National Network of 

Charging Centres, which will comply with all charging standards. The state should contribute 

indirectly - by providing land and transport planning. According to the EAFO (European Alternative 

Fuel Observatory), which collects statistics on various aspects of alternative fuels in Europe, Slovakia is 
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one of the best-equipped countries in Central Europe with 537 charging points at the end of 2019 and 

this number is growing constantly. In terms of the number of electric vehicles, this represents 3 

vehicles per 1 charging point. The largest providers of public chargers in Slovakia include GreenWay 

Infrastructure and ZSE Drive. 

An additional proposed benefit of electric cars also includes free parking and entry into city centres. 

The Strategy also highlights education, the support of science, research and innovation, as well as 

respect for the principles of green procurement in purchasing vehicles in public administration. 

In November 2016, the government has adopted the National Policy of Implementing Infrastructure 

for Alternative Fuels in the Slovak Republic. Within this document a National Political Framework for 

Development of Market with Alternative Fuels has been presented to the European Commission. One 

of the most important points is that it sets goals to define the number and allocation of publicly 

available charging stations with natural gas of CNG and LNG type. They should be located at least in 

urban and suburban areas and major roads. They should be located in every town with population of 

more than 25.000 and on the most important roads. The paper counts on 750 stations until 2020. The 

measures expect 1% of electric motor vehicles on Slovak roads by 2025 and 2% by 2030. 

On 13 March 2019, the Government of the Slovak Republic approved the Action Plan for the 

Development of Electromobility which contains 15 specific measures to be implemented within two 

years. The aim is not only to increase the number of electric vehicles on the roads, but also to develop 

the necessary infrastructure or investment in research and development of components for electric 

vehicles. One of the priorities is to build the necessary infrastructure beyond the major roads. 

The Action Plan includes also ongoing support of the purchase of electric vehicles with the aim to get 

more environmentally friendly, low-emission vehicles on the roads. The pilot project had a positive 

impact on the growth of electric vehicle sales. From November 2016 to June 2018, 831 applicants 

benefited from this grant program which led to the purchase of 514 battery electric vehicles and 317 

plug-in hybrid vehicles. 

In December 2019, online applications for electric vehicle contributions were launched and the entire 

amount of EUR 6,000,000 was booked in less than 4 minutes. Applicants have applied for 

contributions for 786 environmental cars through 668 applications. Within the next step, the 

applications will be submitted with the Ministry of Economy of the Slovak Republic which will sign 

subsidy contracts with successful applicants. These will have 12 months to purchase electric cars or 

plug-in hybrid cars. Eventually, the state will refund the contributions - EUR 8,000 for an electric car 

and EUR 5,000 for a plug-in hybrid car. 

9. Future developments  
As of January 1, 2016, a new system of electronic stamps was launched. This meant replacement of 

motorway stickers with electronic stamps for using specified road sections, i.e. designated sections of 

motorways and speedways in Slovakia. 

As of May 20, 2018, a new Act no. 106/2018 Coll. on the Operation of Vehicles in Road Traffic (the 

“Operation of Vehicles Act”) came into effect and replaced the old act. The new Operation of Vehicles 

Act brings various changes, including: 

• lower fines for late technical and emission check-ups, 

• longer periods for technical check-ups of motorcycles, tractors and sidecars, 

• emission check-ups with new category of results as “temporarily eligible” gives a chance to repair 

a vehicle within 60 days and retake the check-up, 

• stringent rules and fines for illegal manipulation with odometers, 
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• creation of national register of operational records of vehicles which includes various records from 

the operation of the vehicle, technical and emission controls, controls of originality, VIN number, 

etc., 

• issuance of emission stickers for eligible vehicles which shall be allowed to enter various low-

emission zones, 

• allowance to register cars with the steering wheel on the right side, 

• more secure purchase of vehicles from the legal entities with the trade license to sell vehicles that 

shall include VIN number on all sale documents. 

The Action Plan for the Development of Electromobility approved by the Slovak Government brings also 

the following measures to be adopted within two years: 

• including the topic of electromobility in all relevant state strategies and policies, 

• continuity of direct support for the use of low emission vehicles and the development of charging 

infrastructure, 

• support for R&D and production of batteries, creation of an inter-ministerial working group for 

investment in the battery industry, 

• review and update of the National Policy Framework for the Development of the Alternative Fuels 

Market, 

• accelerated depreciation of electric vehicles and charging stations for electric vehicles, 

• distinctive (green) licence plates for electric vehicles and plug-in hybrid vehicles allowing 

entrance into low-emission city zones, cheaper parking, etc., 

• use of dedicated lanes for electric vehicles, 

• obligation to build a charging infrastructure for the construction of new parking spaces and 

simplification of the administrative process for the construction of a charging infrastructure. 

In summary, seven out of fifteen measures of the Action Plan are being implemented in practice, while 

the remaining eight are already in the process of legislative approval or creation and their 

implementation is envisaged in 2020. 

Key measures such as the development of charging infrastructure and support for research into the 

development and production of batteries in Slovakia are now fully implemented. 

10. Emission reduction 
The WLTP methodology (Worldwide Harmonized Light-Duty Vehicle Test Procedure) came into force 

as part of the new Euro 6c- and 6d-TEMP standards on September 1, 2017 for new models and applies 

to all newly registered vehicles after 1 September 2018. This methodology provides more realistic fuel 

consumption values for a single vehicle and it is based on a revised test cycle with stricter test rules.  

The CO2 targets that car producers have to meet by 2021 are based on the old NEDC test, the so-called 

New European Driving Cycle. From the introduction of the new WLTP test in September 2017, the 

WLTP-CO2 values are translated back to NEDC-equivalent values to monitor compliance against the 

CO2 targets set by the European Union. During 2020, the member states and the European 

Commission plans to monitor the WLTP values of new cars against producers new CO2 target values 

based on the Worldwide Harmonized Light Vehicle Test Procedure (WLTP).  
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Moreover, the RDE (real drive emissions) does not replace the WLTP laboratory test but complements 

it. RDE serves to confirm WLTP results in real life. Since September 2019, the RDE limit for nitrogen 

oxide (NOx) values mandatory for all newly homologated cars. Electric vehicles must also be tested 

according to the new WLTP standard. 

11. Legal background 
• Act on Motor Vehicles Tax 

• Income Tax Act 

• VAT Act 

• Act on Local Taxes 

• Travel Allowances Act 

• Accounting Act 

• Accounting Principles 

• Act on Compulsory Contractual Insurance For Damage Caused by Use of a Motor Vehicle Road 

Traffic Act 

• Act on the Operation of Vehicles in Road Traffic 

• Act on Uniform Information System for Road Transport 

• Act on Vignettes 

• Act on Electronic Signature 

• Act on Wastes 

• Clean Air Act 
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Slovenia 

1. Car registration 
1.1. When does a car need to be registered? 

At the moment the motor vehicle (new or second-hand) is put on the public road, it should be registered 

and have a valid certificate of registration, a license for temporary registration or a valid certificate for trial 

driving. Each motor vehicle must have its individual number plate, which is issued for its identification. 

1.2. Who can register a car? 

The owner of the car (natural or legal person) can register the car. 

Only a car whose owner is either a natural person with a permanent address in Slovenia or a legal person 

established in Slovenia can be registered. If the car is owned by more than one person, the car is registered 

in the name of one person only, based on their mutual agreement. Registration in the name of two or more 

persons is not possible. 

A car subject to a lease, rental or sales contract with reservation of ownership rights can be registered in the 

name of the user of the car with the owner’s written consent. However, the owner’s name should be stated 

in the certificate of registration. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Foreigners who have been granted permanent or temporary residence in Slovenia can register motor 

vehicles and trailers in Slovenia. Vehicles that foreigners drive out of Slovenia after the expiry of their 

residence in Slovenia are also eligible for temporary registration, as are vehicles bought in Slovenia that 

will be registered abroad. The latter are issued with a registration valid for limited time which is necessary 

for vehicle to be transferred.  

Foreigners can obtain certificates of temporary registration issued on prescribed forms by the 

administrative unit in the territory where they have their permanent or temporary residence, or at an 

organization authorized for the registration of new vehicles. 

1.4. Can a vehicle with a foreign number plate be used on public roads? 

A motor vehicle registered abroad can be used on the public roads with a foreign number plate if it has a 

registration number, certificate of registration and the indication of the home country as prescribed by the 

International Convention on Road Traffic. In addition, the vehicle has to be compliant with environmental 

regulations, and in winter time it has to possess the necessary winter equipment, 

2. Car taxation 
2.1. What are the different car taxes? 

The taxes usually levied on motor vehicles in Slovenia are: 

• Motor vehicle tax 

• Road usage fee (Circulation tax) 

• Environmental duties 

• Administrative fee 

• VAT 
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2.2. Motor vehicle tax 

This tax is levied on motor vehicles with the following tariff codes: 8703 21, 8703 22, 8703 23, 8703 24, 

8703 31, 8703 32, 8703 33, 8703 90 and 8711 determined in the Customs Tariff of EU, which are placed on 

the market or registered for the first time in the territory of Slovenia. 

The tax rate is determined on a progressive scale at 0.5 – 31 % of the selling price of the vehicle, depending 

on the CO2 emission or other ecological attributes (e.g., Euro standard, hard particle emission). Tax rates 

are higher for vehicles using diesel fuel. 

2.2.1. Taxable event 

The tax liability is incurred when a transaction with a motor vehicle new to Slovenia is performed. Motor 

vehicles tax must be paid for passenger motor vehicles put into circulation in Slovenia for the first time; 

imports and acquisitions from other EU member states are also taxed. 

A motor vehicle transaction is deemed to have been performed 

• when an invoice for the sale of a motor vehicle is issued; 

• when a motor vehicle is handed over, if the vehicle is handed over before the invoice is issued or 

without an invoice; 

• at import when a customs duty is incurred or would be incurred if a customs duty relief was not 

provided, and/or if the vehicle was not free of customs duty; 

• when a motor vehicle is taken for personal use; 

• when a motor vehicle is handed over, if it is of disposed free of charge; 

• when a motor vehicle is acquired from another EU Member State. 

2.2.2. Taxable person 

The person liable to declare and pay tax is the producer, the person that acquires the vehicle from another 

EU Member State and/or the importer of motor vehicles. 

The acquisition of motor vehicles from another member state is treated as an acquisition of goods within 

the EU as stipulated by the Slovene VAT Act. 

The importer is the customs debtor, as defined in customs regulations and/or the recipient of the motor 

vehicle. 

2.2.3. Tax due 

The tax base for a new motor vehicle in Slovenia is the selling price of the individual new motor vehicle, 

exclusive of motor vehicle tax and VAT. 

For motor vehicles that are acquired from another member state, the selling price is the purchase price, 

while upon import, it is the customs value determined in compliance with EU customs regulations. The tax 

base is defined in accordance with the Slovene VAT Act. 

However, if the selling price does not comply with the market value or if no payment is performed, the tax 

base is the market value of the motor vehicle as determined by the Financial Authorities. The Financial 

Authorities determine the tax base on the basis of all circumstances in each case, whereby a starting point 

for determining the market value (with the exception of imports of motor vehicles), is the value from the 

catalogue for the evaluation of motor vehicles. 
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2.2.4. Tax rate 

The rate of tax on motor vehicles valid after January 1, 2011 with the following tariff codes: 8703 21, 8703 

22, 8703 23, 8703 24, 8703 31, 8703 32, 8703 33 and 8703 90, with the exception of three-wheel, four- 

wheel (ATVs) and camping vehicles (for the tariff codes stated above) depends on the release of CO2 in 

combined driving (“the release of CO2”) and the type of fuel the vehicle uses: Slovenia 

Release of CO2 (g/km) Tax rate (%) of the taxable amount by fuel type 

 Petrol, liquefied petroleum gas (LPG) Diesel 

from 0 up to and including 110 0.5 1 

more than 110 up to and 
including 120 

1 2 

more than 120 up to and 
including 130 

1.5 3 

more than 130 up to and 
including 150 

3 6 

more than 150 up to and 
including 170 

6 11 

more than 170 up to and 
including 190 

9 15 

more than 190 up to and 
including 210 

13 18 

more than 210 up to and 
including 230 

18 22 

more than 230 up to and 
including 250 

23 26 

more than 250 28 31 

 

If the motor vehicle uses any other kind of power, including electric, or a combination of different drives 

(hybrid car), the tax rate is the same as for petrol and LPG. 

For motor vehicles with eight seats or more, the tax rate set out in the table above is reduced by 30%. 

For motor vehicles with a leakage rate of less than Euro 3 levels, the tax rate set out in the table above is 

increased by 10 percentage points, and for motor vehicles with a leakage rate at Euro 3 levels, the tax rate 

set out in the table above is increased by 5 percentage points. 

For motor vehicles with a leakage rate at Euro 4 levels, the tax rate set out in the table above was increased 

by 2 percentage points from January 1, 2011. 

For motor vehicles powered by diesel fuel with a leakage rate at Euro 6 levels the tax rate for petrol motor 

vehicles is applicable. 

For motor vehicles powered by diesel fuel with a release of particulate matter greater than 0.005 g/km, the 

tax rate set out in the table above should be increased by 5 percentage points from January 1, 2011 

onwards. 

For motor vehicles with no information about the CO2 leakage rate, a tax rate of 28% for vehicles powered 

by petrol or LPG, and 31% for vehicles powered by diesel fuel, is applicable. 

The tax rate on motor vehicles with customs tariff code 8711, which are three and four-wheeled motor 

vehicles (ATVs), depends on the power of the engine: 
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Engine power (kW) Tax rate in (%) of the taxable amount 

up to and including 25 1.5 

more than 25 up to and including 50 2 

more than 50 up to and including 75 3 

more than 75 5 

 

For motor vehicles with a two-stroke internal combustion engine, the tax rate set out in the table above is 

increased by 3 percentage points. 

For motor vehicles with a leakage rate of less than Euro 2 levels, the tax rate set out in the table above is 

increased by 10 percentage points. 

For motor vehicles with a leakage rate at Euro 2 levels, with the exception of mopeds, the tax rate set out in 

the table above is increased by 5 percentage points. 

Notwithstanding the provision stated above, the tax rate on electrical motor vehicles is 0.5%. 

The rate of tax on camping vehicles depends on the power of the engine: 

Engine power (kW) Tax rate in (%) of the taxable amount 

up to and including 60 6 

more than 60 up to and including 90 9 

more than 90 up to and including 120 13 

more than 120 18 

 

For motor vehicles with a leakage rate of less than Euro 3 levels, the tax rate set out in the table above is 

increased by 10 percentage points, and for motor vehicles with a leakage rate at Euro 3 levels, the tax rate 

set out in the table above is increased by 5 percentage points. 

For motor vehicles with a leakage rate at Euro 4 levels, the tax rate set out in the table above was increased 

by 2 percentage points from January 1, 2011 onwards. 

For motor vehicles powered by diesel fuel with a release of particulate matter greater than 0.005 g/km, the 

tax rate set out in the table above was increased by 5 percentage points from January 1, 2011 onwards. 

Notwithstanding the provision stated above, the tax rate on electrical motor vehicles is 0.5%. 

Additional tax is applied for the motor vehicles falling within CN codes 8703 21, 8703 22, 8703 23, 8703 

24, 8703 31, 8703 32, 8703 33 and 8703 90 (not including motorized tricycles and quadricycles) depending 

on engine capacity as follows: 

Engine capacity (in cm3) Rate of the additional tax in % of the taxable base 

From To  

- 2.499 0 

2.500 2.999 8 

3.000 3.499 10 

3.500 3.999 13 

4.000 - 16 
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Additional tax is applied for the motor vehicles falling within CN codes 8711 and for motorized tricycles and 

quadricycles depends on engine capacity and is as follows: 

Engine capacity (in cm3) Rate of the additional tax in % of the taxable base 

From  To  

  999 0 

1.000 - 5 

 

2.2.5. Tax period 

The taxable person has to pay the tax assessed no later than on the last day of the month following the 

month during which the tax liability was incurred. 

2.3. Road usage fee (Circulation tax) 
2.3.1. Taxable event 

All users of public roads have to pay the annual fee for using the public roads in advance, once a year, 

unless they fulfil the conditions for exemption. 

In case of temporary registration the payment is proportional and is equivalent to one twelfth of the annual 

payment for each month in which the car is registered. 

2.3.2. Taxable person 

This fee should be paid on an annual basis by all users of the public roads. However, it is not levied on 

electrical motor vehicles, fire engines, ambulances, tractors, mopeds, trailers under 750kg, motor vehicles 

of the Slovene Intelligence and Security Agency, the Slovene Ministry of the Internal Affairs, Ministry of 

Defense and diplomatic or consular representatives of foreign countries in Slovenia, as well as those of 

international organisations. 

2.3.3. Payment due 

The fee is based on the type of vehicle and engine size. 

• Motorcycles and tricycles with engine above 50cc: 

Engine size  Annual fee per day 

up to 125cc 0.035616 EUR 

from 125cc to 500cc 0.057534 EUR  

from 500cc to 1000cc 0.079452 EUR 

above 1000cc 0.090411EUR 
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• For motor vehicles, combined vehicles for transport of people and goods, and caravans: 

Engine size Annual fee per day 

up to 1350cc 0.169863 EUR 

from 1350cc to 1800cc 0.263014 EUR  

from 1800cc to 2500cc 0.419178 EUR 

from 2500cc to 3000cc 0.772603 EUR 

from 3000cc to 4000cc 1.238356 EUR 

above 4000cc 1.547945 EUR 

 

• Buses (categories M2 and M3) pay 0.008658 EUR based to the number of seat. 

• Motor vehicles (categories N1, N2 and N3), apart from towing vehicles, pay the fee based on weight 

of the vehicle: 

Weight Annual fee 

up to 4t 0.279288 EUR/vehicle 

above 4t 0.062630 EUR/t 

 

• Motor vehicles – towing vehicles (categories N2 and N3) – pay a fee based on the net power of the 

engine: 

Net power Annual fee 

up to 190kW 0.014713 EUR/kW, 

above 190kW 2.792795 EUR/vehicle 

 

• Trailers (categories O2, O3, and O4), except semi-trailers, pay the fee based on weight of the vehicle: 

Weight Annual fee 

up to 2t 0.104713 EUR/vehicle 

above 2t 0.052357 EUR/t 

 

The road usage fee is not payable for semi-trailers (categories O2, O3 and O4) since their usage is included 

in the payment for motor vehicles (towing vehicles). 

• Motor vehicles with an upgrade “special purpose vehicle” and one of the additional features of an 

upgrade (e.g., pump, elevator, broadcasting) or those with the additional label “working vehicle” by 

categories pay fees as follows: 

– N1: 0.150685 EUR 

– N2: 0.201370 EUR 

– N3: 0.452055 EUR 

These fees also apply to motor vehicles with the upgrade: “BD – trailer towing vehicle”. 
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• Trailers with an upgrade “special purpose vehicle” and one of the additional features of an upgrade 

(e.g., pump, kitchen, broadcasting) or those with the additional label “working vehicle” by categories: 

– O2: 0.108494 EUR 

– O3: 0.210959 EUR 

– O4: 0.301370 EUR 

• Vehicles for funeral services (M1 – motor vehicle with an upgrade “SD – funeral vehicle”) and 
driving school vehicles with the additional label: “Driving school”: 

– M1 and N1: 0.164384 EUR 

– M2 and N2: 0.230137 EUR 

– M3 and N3: 0.328768 EUR 

The emission characteristics for motor vehicles 

• For light motor vehicles (category N1), heavy motor vehicles and buses (categories N2, N3, M2 and 

M3), when the engine is compliant with requirements higher than Euro 4, the annual payment of 

road usage compensation is decreased, as follows: 

– Euro 5: by 25%, 

– Euro 6 or stricter demands: by 35%. 

• For light motor vehicles, heavy motor vehicles and buses, when motor is compliant with 

requirements lower than Euro 4, the annual payment of road usage compensation is increased, as 

follows: 

– Euro 3: by 10% 

– Euro 2: by 20% 

– Euro 1; by 30% and 

– Euro 0 or lower requirements: by 40%. 

N1 category motor vehicles are considered to be compliant with the Euro 2 requirements if the first 

registration was before January 1, 2001, with the Euro 1 requirements if the first registration was before 

October 1, 1997 and with the Euro 0 requirements or lower if the first registration was before October 1, 

1994. 

Other motor vehicles and buses (categories N2, N3, M2 and M3) are considered to be compliant with the 

Euro 2 requirements if the first registration was before October 1, 2001, with Euro 1 if the first registration 

was before October 1, 1996 and with Euro 0 or lower if the first registration was before October 1, 1993. 

The suspension system 

For freight vehicles and buses the annual payment of the road usage fee (circulation tax) is decreased by 

15% if they are equipped with an air suspension system or any other suspension equal to an air suspension 

system. 

2.3.4. Tax period 

The payment is due on an annual basis (for the first time or registration). 
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2.4. Environmental duties 
2.4.1. Taxable event 

For vehicles manufactured in Slovenia, environmental duty is due at the moment the new vehicle is put 

into free circulation in Slovenia. For vehicles acquired from other EU member states the tax is due upon 

the acquisition of the vehicle; for vehicles imported from third countries it is due at the moment of import. 

2.4.2. Taxable person 

Persons liable to pay environmental duties are: 

• Manufacturers of motor vehicles 

• Persons acquiring a motor vehicle from another member state for the purpose of taxable activities if 
this person delivers the vehicle to Slovenia 

• Natural persons (non-entrepreneurs), who import a motor vehicle or acquires it in another EU 
member state and delivers it to Slovenia 

• Importers of motor vehicles from third countries 

2.4.3. Duty due 

The tax base is the weight of the motor vehicle (minus 75 kilograms to represent the weight of the driver) as 

stated in the homologation documents. 

The Government of Slovenia sets the amount of environmental duties annually in a decision published in 

the Official Gazette. 

For the year 2020, the government has not yet taken a decision on the amount of environmental tax on 

used motor vehicles. Therefore, the amount of environmental tax on used vehicles is 0 EUR per kilogram of 

vehicle. Nevertheless, person liable should fulfil all the reporting obligations to the Customs Bureau 

Jesenice - department of excise duty, even if the amount of tax is 0 EUR per kilogram of vehicle. 

2.5. Administrative fee 

An administrative fee between 15 EUR to 20 EUR is due upon the registration of a new motor vehicle that 

has previously not been registered. If previously registered vehicle is registered again (extension of 

registration), administrative fee is set between 7 EUR to 10 EUR, and can even be diminished to 5 EUR if 

the registration in extended via online application. 

The costs for the printed documents and number plates are levied separately. 

3. Income taxes – taxable persons 
Expenses associated with the use of company cars for business purposes such as fuel, repair and 

maintenance costs, insurance premiums, statutory depreciation (20% per year), etc. qualify as tax 

deductible expenses for corporate income tax purposes. 

All expenses must be duly supported by the relevant documentation, i.e., invoices and contracts. 

4. VAT 
4.1. General 

Slovenia has a standard VAT rate of 22%, which is charged and paid on any supply of goods, services and 

import of goods. However, certain goods and services are exempt or subject to a reduced VAT rate of 9.5%. 

VAT of 22% is charged on the sale of a new vehicle. In case of intra-community acquisition, VAT should be 

paid by the acquirer regardless of whether he is identified for VAT purposes or not. 

New means of transport are motorized land vehicles that were supplied less than six months from the date 

of their first entry into service and that have not travelled more than 6,000 kilometers. 

Motorized land vehicles are deemed to be put into use for the first time when: 
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• the vehicle is first registered for road use in one of the member states, or 

• the vehicle was made available to the customer, if it was transported while unregistered for road use 

from the manufacturer’s member state to another member state, or 

• the manufacturer or its concessionaire used the vehicle for demonstration purposes, if the vehicle 

was transported while unregistered for road use from the manufacturer’s member state to another 

member state, or 

• the invoice referring to the first supply was issued, if the financial authority is unable to establish the 

applicability any of the above circumstances. 

The sale of second-hand motor vehicles is subject to a special VAT scheme for second-hand goods. 

4.2. Deduction 

Input VAT cannot be deducted if it relates to: 

• private cars and motorcycles, or 

• fuels, lubricants, spare parts and services closely linked thereto. 

Even if private cars and motorcycles are used only for business purposes the input VAT is not deductible. 

Private cars are vehicles that are primarily used for the transport of passengers, including vehicles used for 

the transport of both passengers and goods, and racing cars (Combined Nomenclature 8703). 

VAT may only be deducted on the following types of vehicles: 

• vehicles used for transport of passengers and goods, 

• vehicles used for leasing, renting and re-sale, 

• vehicles used in driving schools for the provision of the driver's training programme in accordance 

with the regulations in force, 

• combined vehicles for carrying out an activity of a public line and special line transport, 

• special vehicles adapted exclusively for the transport of deceased people. 

If a vehicle is not used exclusively for carrying out an activity of a public and special line transport, a 

taxable person can claim a VAT deduction only in proportion to the vehicle’s level of use for carrying out of 

this activity. 

5. Company car in personal tax returns – benefit in-
kind 

If a company car is used by an employee for private purposes, such use is considered to be a fringe benefit 

(benefit in-kind). Associated expenses qualify as tax-deductible expenses for corporate income tax 

purposes to the extent that the fringe benefits are being taxed for personal income tax purposes. 

6. Income taxes – driver’s personal taxation 
There are no personal income tax implications if an individual uses a company car solely for business 

purposes. If the individual also uses the company car for private purposes, such use is considered as a 

fringe benefit for that person (normally the employee). Therefore, personal income tax and social security 

contributions have to be paid. 

The amount of the fringe benefit is calculated based on the purchase price and age of the car. The rule is 

that 1.5% of the total purchase price should be included in the individual’s taxable base on a monthly basis. 
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The purchase price is reduced by 15% in the second year and in subsequent years up to and including the 

fourth year. The purchase price is then reduced by 10% per year from the fifth year until the eighth year. 

From the ninth year onwards the fringe benefit shall be calculated from the 10% of the actual purchase 

price. 

If the individual uses the company car for private purposes for less than 500 km per month, the purchase 

price is reduced by 50% for the calculation of the taxable amount. Monthly proof of trips completed for 

business and private purposes has to be kept in order to avail of this decreased purchase price. If the 

company also reimburses the individual for fuel costs for private usage of the company car, the taxable base 

increases by 25%. No special proof of trips completed is needed in that case. 

The amount of the fringe benefit for electric vehicles is calculated based on the purchase price and age of 

the car. The rule is that 0.3% of the total purchase price should be included in the individual’s taxable base 

on a monthly basis, if the value at the acquisition of the vehicle, including VAT, does not exceed EUR 

60,000. If the cost of acquiring the vehicle, including VAT, exceeds EUR 60,000, the employee's tax base 

shall be determined as in the previous paragraph. The fringe benefit from the use of a company car for 

private purposes is calculated on a monthly basis and is included in the individual’s annual personal 

income tax return and taxed in accordance with the prescribed tax brackets and progressive tax rates. 

6.1. Business kilometers 

If the individual uses his/her private car for business travel, he/she is entitled to reimbursement of costs, 

which is made in the form of a mileage payment of 0.37 EUR per kilometer. 

6.2. Commuter traffic 

If the individual is not able to use public transportation in his/her daily commute to work, then he/she is 

entitled to reimbursement of costs incurred when using his/her private car. Reimbursement of costs is 

limited to a mileage payment of 0.18 EUR for each full kilometer of the distance between his/her habitual 

residence and the place of work. 

In both cases, such reimbursement of costs is not included in the individual’s tax base for personal income 

tax purposes. The costs are also deductible for direct tax purposes for the company, if these costs 

correspond to the amounts prescribed by the government regulations (0.37 EUR per km for business trips 

and 0.18 EUR per km for commuting to work). 

7. Future developments 
With the aim to meet the standards stated in the Kyoto protocol, Slovenia has adopted policies for reducing 

CO2 and other greenhouse gases. One of the most important instruments was the environmental 

government reform (the so-called “Green tax reform”) which included an interconnected and balanced 

system of progressive reduction of fiscal burdens and duties related to work and capital transactions on one 

side, and an increase in fiscal burdens (taxes, duties, excise duties) connected to the usage and exploitation 

of natural goods on the other side (see section 2.4). It is expected that the government will continue to 

strive towards the above described long-term sustainability if amending car taxation legislation. 

8. Slovene vignette tolling system 
The Slovene vignette tolling system is designed for vehicles with a maximum weight of 3,500 kg, regardless 

of the maximum weight of any trailer. For the use of toll roads the purchase of a vignette is obligatory. 

Type of vignette Price 

Yearly vignette for two-track vehicles up to maximum weight of 3,500 kg with a 
height above the front axle 1.30 m or more  

220.00 EUR 

Monthly vignette for two-track vehicles up to maximum weight of 3,500 kg with a 
height above the front axle 1.30 m or more  

60.00 EUR  
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Weekly vignette for two-track vehicles up to maximum weight of 3,500 kg with a 
height above the front axle 1.30 m or more  

30.00 EUR 

Yearly vignette for (two-track) vehicles up to maximum weight of 3,500 kg with a 
height above the front axle up to 1.30 m  

110.00 EUR 

Monthly vignette for (two-track) vehicles up to maximum weight of 3,500 kg with 
a height above the front axle up to 1.30 m  

30.00 EUR 

Weekly vignette for (two-track) vehicles up to  
maximum weight of 3,500 kg with a height above the front axle up to 1.30 m  

15.00 EUR 

Yearly vignette for (one-track) motorcycles  55.00 EUR 

Half-year vignette for (one-track) motorcycles  30.00 EUR 

Weekly vignette for (one-track) motorcycles 7.50 EUR 

 

The yearly vignette for the current year is valid from December 1, of the previous year until January 31, of 

the next year (in total 14 months). 

The half-year vignette is valid for six months following the day of its purchase  

or, if there is no such date in the sixth month, until the end of the last day of the sixth month. 

The monthly vignette is valid from the date of purchase until the end of the day with the same number one 

month after purchase, or, if there is no such day in the following month, until the end of the last day of that 

month. 

The weekly vignette is valid for seven consecutive days from the date specified by the user upon purchase. 

9. Electric vehicles 
The rate of tax on motor vehicles with electric engines valid after January 1, 2011 with the following tariff 

codes: 8703 21, 8703 22, 8703 23, 8703 24, 8703 31, 8703 32, 8703 33, 8703 90 and 87 11, with the 

exception of three- or four-wheeled all-terrain vehicles (ATVs) and camping vehicles (for the tariff codes 

stated above) depends on the release of CO2 in combined driving. For motor vehicles using electric power, 

or a combination of different drives (hybrid car), the tax rate is the same as for petrol and liquefied 

petroleum gas (LPG). Please see the table under section 2.2.4. 

However, the tax rate on electrical motor vehicles of customs tariff code 8711, three- and four-wheeled 

motor vehicles (ATVs) and camping vehicles is 0.5%. 

Investment allowance for corporate income tax purposes can also be claimed for the purchase of electric 

vehicles (allowance equals to 40% of vehicle’s purchase price but shall not exceed the year-end taxable base 

of the company). This allowance can also be claimed for the purchase of hybrid vehicles. 

10. Motor Vehicles Tax and the implementation of 
WLTP – Worldwide Harmonised Light Vehicle Test 
Procedure 
 

In accordance with EU Commission Regulation 2017/1151 a new regulatory test procedure for the 

measurement of CO2 emissions and fuel consumption for light vehicles was introduced (WLTP). 

The new regulatory test procedure WLTP replaces the New European Driving Cycle (NEDC). The WLTP 

test procedure determines the CO2 emission and fuel consumption values that will be more representative 

of the actual situation, as it was found that data on fuel consumption and CO2 emissions of vehicles tested 

in accordance with the NEDC are no longer relevant and do not reflect real emissions. 



 

Argentina Slovenia PwC 2020 Global Automotive Tax Guide | 400 

 
In addition to more realistic data on fuel consumption and CO2 emissions, the WLTP test process also 

creates a global vehicle-testing framework leading to better international compliance of test requirements. 

The WLTP test procedure was introduced gradually from 1 September 2017 for new types of vehicles, and 

from 1 September 2018 for all new vehicles. From 1 September 2019, when the end-of-series vehicles that 

are approved and measured in accordance with the NEDC test procedure will be suspended, all new cars 

placed on the EU market will be tested in accordance with the new WLTP test procedure. 

11. Legal background 
• Value-added Tax Act and Regulation on Implementation of VAT Act 

• Personal Income Tax Act 

• Corporate Income Tax Act 

• Motor Vehicles Tax Act and relevant regulation 

• Regulation on environmental duties 

• Regulation on the payment for usage of public roads 

• Slovenian accounting standards 

• International accounting standards 

• Road Transport Safety Act 

• Decree on the Dealings and Amount of Annual Fee on the Use of Motor Vehicle 
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South Africa 

1. Importation of cars 
1.1. Customs duties 
Upon importation of cars into South Africa, the general rate of customs duty is 25%. With regard to 
cars originating from the EU, the customs duty is 18%, with the exception of the following: 

• Special purpose vehicles (0% to 25%).  

• Vehicles up to 20 years old (0% - 36%); 

• Vehicles older than 20 years (0% - 20%) 

In addition to the customs duty, ad valorem excise duty of a minimum of 0.75% and a maximum of 
25% will also be applicable. The ad valorem excise duty rate is calculated with a formula which is based 
on the value of the car on a sliding scale, i.e. the higher the value, the higher the duty rate applicable. 

South African Bureau of Standards (”SABS”) – New vehicles models, whether locally manufactured or 
imported, must conform to the compulsory specifications for vehicles of the relevant class, and in 
particular the standards affecting Safety Critical Characteristics of the vehicle and its components. In 
order to prove the conformity of a vehicle or vehicle model, the SABS subjects it to the process of 
homologation. Homologation must be completed successfully before a vehicle or vehicle model is 
allocated a NATIS number, which permits the importer to offer the vehicle or vehicle model for sale. 
No vehicle may be sold or registered and licensed unless a NATIS number has been allocated. 

Environmental Tyre Levy 

An environmental tyre levy of R2.30/kg net is applicable to specifically 
mentioned tyres imported and/or produced locally. 

Imports  

Any rate of environmental levy on tyres specified in the Customs and Excise Act 
shall apply to:  

a) New, used or retreaded tyres, imported into the Republic;  

b) Tyres fitted to or presented with imported vehicles or chassis;  

c) Tyres fitted to or presented with imported road wheels fitted with tyres; wheel rims 

fitted with tyres as specified in the South African Tariff; and 

d) Tyres imported for use in the manufacture / assembly of motor vehicles in South 

Africa 

 

1.2. Import VAT/sales tax 
VAT is payable when goods are imported into the Republic of South Africa, unless an exception is 
applicable. 

As a general rule, VAT at 15% is payable on value to be placed on the imported goods. The value is 
determined by the customs value of the vehicles, plus any duty levied in respect of the importation of 
such goods, plus 10% of the said value. 
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The VAT paid to SARS Customs on a “motor car” (as defined in the VAT Act) imported by a vendor is 
generally not deductible as input tax. However, VAT may be deducted as input tax where the vendor 
imports such motor car exclusively for the purpose of making taxable supplies of such vehicles in the 
ordinary course of an enterprise, which continuously and regularly supplies “motor cars” and or 
vehicles, provided that the necessary documentary proof is obtained and retained. 

The VAT payable on the importation of a motor car by a vendor may only be deducted during the tax 
period when the said motor car is released under the Customs and Excise Act. 

For purposes of deducting the VAT paid on the importation of the motor cars, the vendor making the 
deduction must be in possession of the following documentation: 

• A tax invoice; 

• An “EDI Customs Status 1 Release Message”; 

• A valid bill of entry or other document prescribed by the Customs and Excise Act (e.g. form SAD 

500 and/or any additional SAD document that might be required); and 

• The receipt number for the payment of such tax, that is the receipt issued on eFiling 

2. Car Registration 
2.1. When does a car need to be registered? 
A car needs to be registered within 21 days of ownership. Where a used car is acquired, the same rule 
applies. 

2.2. Who can register a car? 
A vehicle must be registered in the name of the title holder or the owner who resides in South Africa. 

2.3. Is a foreign owner allowed to register a vehicle in the country? 
No, a foreign owner is permitted to use the vehicle in the country using foreign number plates 
temporarily. 

2.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Yes, a non-resident visiting the Republic is permitted to use a vehicle with a foreign number plate 
provided it is not permanent. 

3. Car Taxation 
3.1. What are the different car taxes? 
Imported vehicles are subject to ordinary import duties, specific excise duties (i.e. ad valorem excise 
duty) and CO2 levies when such vehicle is cleared for home consumption. 

Road taxes are not levied on vehicles imported; however, each province determines its own 
registration and license fees which are increased, from time to time, by proclamation in the respective 
provincial gazettes. Annual license fees are assessed on a vehicle’s tare with separate scales for vehicle 
types.  

3.2. Registration tax 
3.2.1. Taxable event 

New passenger cars will be taxed based on their certified CO2 emissions. Any new passenger car with a 
CO2 rating above 95g/km will be subject to a tax of  R120 (plus VAT) for every g/km over that value. In 
the case of double cab vehicles with a rating above R175g/km will be subject to a tax of R160. 
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3.2.2. Taxable person 

Tax is due by the person who has registered the vehicle in his name, i.e. title holder or owner. 

3.2.3. Tax due 

Carbon emission tax is based on every g/km over the value of that vehicle. Only vehicles i.e. cars and 
vehicles for the transport of goods (referred to as a “double cab”) with a CO2 rating above 160g/km 
and 175g / km respectively will be subject to the tax. 

3.2.4. Tax period 

Every time a vehicle is registered by a title holder or owner of that vehicle, tax becomes payable in that 
tax period.  

4. VAT 
4.1. General 
As a general rule, VAT is calculated at the standard rate of 15% on the supply of any vehicle as of April 
1, 2018 (previously it was 14%) by a vendor. Note that there are certain transitional rules applicable 
with regards to the change in the VAT rate from 14% to 15%. 

If an input tax deduction was not allowed due to the vehicle been defined as a “motor car”, the 
subsequent sale of such motor car by the respective vendor is not regarded as a supply in the course of 
furtherance of an enterprise. Therefore, output tax is not required to be levied on said supply by the 
respective vendor. 

4.2. Deduction 
As a general rule, an input tax deduction may not be made by a vendor if a vehicle, defined as a “motor 
car”, is acquired, even if it is used in the course of making taxable supplies. Examples of vehicles that 
fall within the definition of “motor car” include, i.e. a station wagon, minibus, double cab light delivery 
vehicle and any kind of vehicle normally used on public roads, which has three or more wheels and is 
constructed wholly or mainly for carrying passengers. 

Exceptions to the definition of “motor car” include for example: 

• a vehicle accommodating one person or more than 16 persons; 

• vehicles of an unladen mass of 3,500 kilograms or more; 

• caravans and ambulances; 

• a vehicle constructed for a special purpose (e.g. a crane); 

• game viewing vehicles; and 

• vehicles constructed or converted into hearses for transport of deceased persons and used 

exclusively for that purpose. 

In addition to the above, the definition of a “motor car” does not apply to the following: 

• A motor car acquired exclusively for purpose of making a taxable supply of that motor car in the 

ordinary course of an which continuously and regularly supplies motor cars; 

• A motor car acquired for demonstration purposes or for temporary use prior to a taxable supply 

by such vendor; and 

• A motor car acquired for the purpose of awarding that motor car as a prize or the supply of that 

motor car is in the ordinary course of an enterprise which continuously supplies motor cars as 

prizes to clients or customers. 
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In last mentioned instances, input tax may be deducted on the acquisition of any vehicle, provided that 
it is used for making taxable supplies of that vehicle and the necessary documentary proof is obtained 
and retained.  

It should be noted that input tax may not be deducted if the motor cars are acquired for private use 
purposes or for making exempt supplies. Where VAT is incurred for purposes of making both taxable 
and non-taxable supplies (i.e. mixed supplies), the input tax must be apportioned using an 
apportionment method. 

In order not to disadvantage the second-hand goods market or to distort market prices, the VAT Act 
allows vendors to, under certain circumstances, deduct input tax on second-hand goods acquired from 
non-vendors, or from vendors who acquired the goods otherwise than for the furtherance of it 
enterprise or who was denied an input tax deduction on the said acquisition. This is known as notional 
or a deemed input tax deduction. 

The notional input tax deduction is calculated by multiplying the tax fraction (currently 15/115) of the 
lesser of the consideration paid or the open market value. Where the open market value is less than the 
consideration paid, the open market value will be used to calculate the notional input tax deduction. 
Refer to Binding General Ruling no 12 for further guidance on the South African Revenue Service 
website (www.sars.gov.za). 

It is important to note that a motor dealer cannot deduct notional input tax on any second-hand motor 
vehicle purchased from a non-resident of SA. In addition, motor dealers may also not deduct input tax 
on the acquisition of second-hand motor vehicles from diplomats or consular or diplomatic missions if 
relief was granted to the owner on the acquisition of that motor vehicle in the form of a refund of VAT. 

In order to support the deduction of input tax, the appropriate documentation must be held by the 
vendor, which are: 

• Standard-rated supplies (sale of a motor car): A valid tax invoice, debit note or in certain 

prescribed circumstances, such other alternative documentation containing such information as 

is acceptable to the Commissioner; 

• Non-taxable supply of second-hand goods or goods repossessed or surrendered under an 

Instalment Credit Agreement – records must be maintained by the vendor deducting the input 

tax as per form VAT264 and section 20(8); and 

• Importation of goods – a bill of entry or other prescribed Customs documents which may be 

required in the circumstances, as well as the relevant proof of payment of the VAT in respect of 

the importation made to Customs. See paragraph 1.2 above. 

A vendor may, in respect of tax periods from April 1, 2016, under circumstances prescribed by the 
Commissioner, make a deduction based on alternative documentary proof acceptable to the 
Commissioner under section 16(2)(g). In order to qualify for such a deduction, the following two 
requirements must be met: 

• The circumstances as prescribed by the Commissioner must apply;  

• The vendor must be in possession of documentary proof containing the information which is 

acceptable to the Commissioner at the time that a return in respect of the deduction is 

furnished; and In order to obtain this relief, the taxpayer is also required to approach the 

Commissioner for a VAT ruling. 

4.3. Instalment credit agreement 
‘Instalment credit agreement’ is defined to include, inter alia,  a supply of a vehicle under the 
instalment sale agreement or a finance lease agreement. An instalment credit agreement is a supply of 
goods for VAT purposes.  

http://www.sars.gov.za/
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Suppliers of vehicles under an instalment credit agreement must account for the full amount of output 
tax, irrespective of the accounting basis on which they are registered at the time such vehicle is 
delivered or the time any payment of consideration is received by the supplier in respect of that supply, 
whichever time is earlier.  

Similarly, the recipient will be able to deduct the full input tax if the vehicles were acquired for making 
taxable supplies, unless the acquisition is specifically denied.  

The consideration in money is deemed to be the cash value of the supply. It is important to note that 
the cash value does not include the cost of providing credit (that is interest, finance charges, etc.) 

4.4 Leasing 
A lease agreement, where the customer must exercise a purchase option in order to legally acquire the 
vehicle/asset, is considered to be a service rendered for VAT purposes. 

It follows that the lessor should levy VAT on the respective rental payments received or due, whichever 
one is earlier.   

Similarly, a lessee is entitled to deduct full input tax on lease payments of vehicle for the purposes of 
making taxable supply, unless the services acquired is specifically denied as discussed in paragraph 
4.2.  

VAT is claimable when a payment is made as per the terms set out by the lease agreement, provided 

that the necessary documentary proof is retained. 

5. Carbon Tax  
5.1 General 
Alongside the Environmental Levy on Carbon Dioxide (CO2) emissions of motor vehicles. The South 
African government introduced a carbon tax, which became effective on June 1, 2019. Carbon Tax is 
levied at a tax rate of R120/tCO2e. Carbon tax must be levied in respect of the sum of the scope 1 
Greenhouse Gas (“GHG”) emissions of a taxpayer in respect of a tax period expressed as the CO2e of 
those GHG emissions resulting from fuel combustion, industrial processes and fugitive emissions.  

5.2 Impact on the automotive sector 
The so-called Phase 1 of carbon tax will run from June 1, 2019 to December 31, 2022 and is referred to 
as the transitional phase to afford taxpayers with the time and flexibility to make the necessary 
changes required to become lower carbon intensive. Any adjustments to the Carbon Tax Act beyond 
the first phase will depend on the GHG emissions efficiency achieved and the South African economy. 
National Treasury has expressed that Phase 1 is aimed to ensure emitters are given time to transition 
their operations to cleaner technologies through “investment in energy efficiency, renewables and 
other low carbon measures”. Environmental groups have welcomed the tax but have remarked that the 
rate and tax-free allowances are too low to have any significant impact. 

It is important to highlight that South Africa’s “just transition” to an inclusive green economy is 
governed by an intricate web of environmental and fiscal laws. In finance, stranded assets can be 
defined as “assets that have suffered from unanticipated or premature write-downs, devaluations or 
conversion to liabilities.” The rise of the global impetus to fight climate change has considerably 
heightened the risk of stranded assets, particularly in the fossil fuel and other carbon-intensive 
industries. South Africa faces the risk being left behind the global trend, which may prove disastrous, 
especially for export industries. 

The global economy is increasingly shifting away from carbon-intensive activities and jurisdictions. An 
increasing number of financial institutions are phasing out funding and their exposure to fossil fuels, 
as more and more jurisdictions globally are aiming to reduce the role of fossil fuels in their economies. 
Global environmental reform policies in the European Union and the United States of America are 
exploring the introduction of border carbon taxes, which aim to tax imports from less climate-virtuous 
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countries. South Africa arises as extremely vulnerable to such trends, a vulnerability which is not 
diminished but rather enhanced by the limited size of the local economy. 

A recent study by TIPS, highlighted how South African exports are consequently much more carbon 
intensive than other counties, “South Africa is an outlier at the global level. South African 
manufacturing exports have a carbon content of about 2,250 tCO2e per US$ million, while most 
countries sit between 300 and 1,100 tCO2e per US$ million.” 

Some of South Africa’s leading exports are set to be displaced by the transition to a low-carbon 
economy. Automotive related exports including passenger vehicles, trucks and catalytic converters will 
be deeply affected by the shift to e-mobility. It is imperative that the automotive industry utilises Phase 
1 of Carbon Tax to assess the impact environmental taxes will have on the industry globally and to 
determine what can be done to limit the risk and impact of carbon tax on their business.  

6. Income taxes – taxable persons 
A taxpayer that uses a vehicle in the production of his taxable income can claim the car-related 
expenses for income tax purposes. Such expenses include fuel costs, insurance, finance charges, repair 
and maintenance, licenses, etc. The taxpayer can also claim wear and tear on the purchase price of the 
vehicle calculated at a rate of 20% per annum. 

7. Company car 
7.1. VAT due on private use of company cars 
The provision of a motor car to an employee is regarded as a fringe benefit which is a deemed supply 
for VAT purposes. VAT at the standard rate of 15% must be accounted for on such supply. The 
consideration on which the VAT is to be calculated is determined in terms of VAT Regulation 2835. 

7.2. Company car in personal tax returns – benefit in kind 
The right of use of motor vehicle is a fringe benefit and is taxed as follows: 

• The determined value of the vehicle on which the fringe benefit is based is the retail market 

value of the motor vehicle as determined by the Minister of Finance by regulation. 

• All cars are taxed on a fringe benefit of 3.5% per month of the determined value. Where the 

vehicle is subject to a maintenance plan, the monthly fringe benefit is 3.25% of the determined 

value. 

• On assessment of the employee’s annual tax return, the fringe benefit can be reduced if accurate 

records of distances travelled for business purposes have been kept and are provided to SARS. 

This is done as follows: 

• Calculate the ratio of business use over total use (in kilometers); 

• Multiply this by the annual fringe benefit; and 

• Deduct this business use from the total fringe benefit to arrive at the value of the private use. 

This is done on a car-by-car basis. 

8. Income taxes – drivers’ personal taxation 
There are two types of travel allowance, i.e. 

• an allowance or advance in respect of transport expenses and 
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• an allowance or advance to be used by the recipient for paying expenses in respect of a motor 

vehicle used by the recipient for business purposes (the so-called motor car travel allowance). 

The most common type of travel allowance is one which is given to an employee who uses his own car 
for business purposes. 

On assessment of the employee’s annual tax return, the amount which is deemed to be part of the 
recipient’s taxable income is so much of any allowance or advance that is paid to an employee in 
respect of a travel allowance that is not actually expended on business travel. 

The application therefore requires a determination of business travel expenditure. There are two ways 
in which this can be done: 

• Using actual figures. To do this a taxpayer has to keep a detailed record of all of his business 

expenditure; or 

• Using actual business kilometers and a deemed cost per kilometer. 

In each case a log book would have to be kept and all business travel would have to be recorded. 

The deemed cost is calculated with reference to a table published annually by the authorities and 
consists of a fixed cost element, fuel cost and maintenance cost. 

The three costs referred to above vary depending on the value of the vehicle.  

Where actual costs are calculated by the taxpayer, the determined value of the vehicle is limited to 
595,000 ZAR. The wear and tear is also limited to this value and must be determined over a seven-year 
period. Furthermore, any finance charges must be limited as if the vehicle had a cash cost of a 
maximum of 595,000 ZAR. 

9. Selling a car 
Taxpayers that usually trade in motor vehicles will be subject to income tax on the profits generated. 

Taxpayers that do not normally trade in motor vehicles and private individuals may be subject to 
recoupments where wear and tear was previously claimed. Any gain may also be subject to capital 
gains tax. 

Notwithstanding the zero-rated and exempt supplies provisions of the VAT Act, the exception of a 
vendor levying a standard rate of 15% on a sale of a car is in the instance where input tax deduction 
was not allowed due to the vehicle been defined as a “motor car”. The subsequent sale of such ‘motor 
car’ by the respective vendor is not regarded as a supply in the course of furtherance of the vendor’s 
enterprise. Therefore, output tax is not required to be levied on said supply by the respective vendor.  
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South Korea 

1. Importation of cars 
1.1. Customs duties 

When automobiles are imported into Korea, generally 8% of the WTO conventional tariff (MFN) is 

applied. 

In case where origin criteria under applicable Free Trade Agreements are met, the relevant preferential 

duty rate can be applied as shown below. 

FTA Duty rate 

Chile 0% 

Singapore 0% 

EFTA 0% 

ASEAN 0% 

India 0% 

EU 0% 

US 0% 

Peru 0% 

Turkey 0% 

AUS 0% 

Canada 0% 

New Zealand 0% 

Vietnam 0% 

Colombia 0% 

(*1) Indonesia, Thailand, Philippine are excepted 

(*2) Please note that duty rates are based automobiles with spark-ignition internal combustion engine of more than 2,000cc but 

not exceeding 3,000cc (HS:8703.23-9010). Applicable duty rate can be different based on the specific HS code. 

In accordance with the Korea Customs Law, customs duty can be exempted for specific vehicles, such 

as cars for use by the disabled or cars used by foreign ambassadors or cars (except automobiles under 

the classification code of: 8703) which are donated to the government bodies for official use purpose. 

For used automobiles, customs duty is determined by taking into consideration the depreciated value 

of the goods. 

Please be aware each car is individually declared at the time of importation for information tracking 

purposes. 

1.2. Import VAT 

When automobiles are imported into Korea, Value-Added Tax (“VAT”) is assessed and the calculation 

formula for the VAT is as follows. 

VAT = VAT base X 10% (VAT rate)  

VAT base = Customs Value + Customs Duty + Excise Tax Applied at the Time of Importation 

For vehicles subject to customs duty exemption such as cars for use by disabled or by foreign 

ambassadors or government bodies, the VAT is also exempted. 
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1.3. Individual Consumption Tax 

In general, customs duties and VAT are imposed on the imported automobiles; however, individual 

consumption tax is also applied to the following goods as an exception. 

Item Tax rate(*1) 

Automobiles with engine displacement of more than 2,000cc and cars for 
camping 

5% 

Automobiles with engine displacement of not more than 2,000cc 
(excluding those with engine displacement of not more than 1,000cc as 
prescribed by the Presidential Decree) and the two-wheeled automobiles 

5% 

Electric Vehicle 5% 

(*1) temporary tax deduction (from July 1, 2020 to December 31, 2020): 5% → 3.5%  

The calculation formula of Individual Consumption Tax assessed on imported cars is as follows. 

Individual Consumption Tax: Individual Consumption Tax base (*2) x Tax Rate 

Individual Consumption Tax base (*2): Customs Value + Customs Duty 

2. Car registration 
2.1. When does a car need to be registered? 

Under the Article 5 of Car Management Law, a vehicle should be registered when it is put into free 

circulation on the public roads, whether it is a new or second-hand vehicle.  

2.2. Who can register a car? 

A vehicle needs to be registered under the name of its owner, whose permanent address is in Korea. 

However, a vehicle can also be registered under the name of the principal user if the owner agrees. 

2.3. Is it allowed for a foreign owner to register his vehicle in your 
country? 

A vehicle may also be registered under the name of a foreign owner. However, in this case, the 

foreigner owner is required to submit the copy of his Certificate of Alien Registration when registering 

his vehicle. 

2.4. Can a vehicle with a foreign number plate be used on public 
roads? 

No. In principle, it is not allowed to use a vehicle on the public road with foreign number plates. A 

foreigner who wants to drive his car on the public road in Korea must register his car and obtain a 

number plate suitable to its purposes (i.e. number plates for business, non-business and diplomacy 

purposes). 

However, as an exception, a foreigner may use his foreign license plate for temporary purposes during 

his short visit to Korea under certain circumstances, provided that he meets certain conditions and 

obtained the approval from related government authority. 
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3. Car taxation 
3.1. What are the different car taxes? 

After the registration of a vehicle, the following taxes are assessed on the vehicle for its use on the 

public roads in Korea: 

• Individual consumption tax 

• Education tax 

• VAT (Included in the purchasing price) 

• Acquisition tax 

• Transportation, energy, environment tax 

• Motor fuel tax 

3.2. Registration tax 
3.2.1. Taxable event 

In relation to the registration of a vehicle, the following events are taxable in Korea: 

● New registration 

● Registration for Modification 

● Registration of Transfer 

● Registration for Cancellation 

● Registration for Seizure 

● Registration of the settlement of mortgage 

● Registration of rectification 

● Registration of public announcement 

3.2.2. Taxable person 

Principally, a person who has registered the vehicle under his name is obliged to file and pay the taxes. 

3.2.3. Tax due 

(As of September 1, 2020)     1€=₩1,412.56 

 Applicable Taxes (*2) Tax Rates  

Purchase Individual consumption tax • Below 1,000cc: exempted 

• Over 1,000cc: 5% of ex-factory price 

(*) temporary tax deduction (from July 1, 2020 to 
December 31, 2020): 5% → 3.5% 

Education Tax • 30% of individual consumption tax 

VAT • 10% of retail price 

Acquisition tax (*1) (a) Private automobiles :7%  
of retail price (4% for a compact car) 

(b) Two-wheeled vehicles: 2% of retail price  

(c) Others 

3. private: 5% of retail price (4% for a compact car) 

4. business purposes: 4% of retail price 

(d) Other than (a), (b), (c): 2% 
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Possession Property tax • business purposes  

– Below 1,000cc: ₩18(€0.013)/cc 

– 1,001~1,600cc: ₩18(€0.013)/cc 

– 1,601~2,000cc: ₩19(€0.014)/cc 

– 2,001~2,500cc: ₩19(€0.014)/cc 

– over 2,500cc: ₩24(€0.017)/cc 

• private  

– Below 1,000cc: ₩80(€0.057)/cc 

– 1,001~1,600cc: ₩140(€0.099)/cc 

– over 1,600 cc: ₩200(€0.142)/cc 

Local Education tax 30% of property tax 

Use Fuel excise tax 
(Transportation, Energy, 
Environment tax) 

Gasoline ₩529(€0.374)/l  

 

Diesel ₩375(€0.265)/l 

Individual consumption 
tax 

Gasoline ₩475(€0.336)/l 

Diesel ₩340(€0.241)/l 

Education tax 15% of fuel excise tax 

Motor fuel tax 26.0% of fuel excise tax 

VAT 10% of fuel retail price 

 

# Note: (*1) Former registration tax was included into acquisition tax  

(*2) Compact cars below 1,000cc are exempt from individual consumption tax, education tax, 
and acquisition tax. 

3.2.4. Tax period 

Tax is assessed every time taxable registration occurs. 

4. Income taxes – taxable persons 
4.1. Level of deduction of car related expenses 

In Korea, the tax deduction/exemption is granted to taxpayers if they meet certain conditions. 

• If a person purchases a hybrid car, a tax deduction is granted for individual consumption tax, 

education tax, and acquisition tax  

Taxes Deductions 

Individual consumption tax Maximum of ₩1,000,000(€707.93) 

(until Dec 31, 2021). 

Maximum of ₩3,000,000(€2,123.80) for an 

electric car 

(until Dec 31, 2020). 

Maximum of ₩4,000,000(€2,831.74) for a Fuel 

Cell Electric Vehicle 
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(until Dec 31, 2022) 

Education tax Maximum of ₩ 300,000(€212.38) 

Maximum of ₩900,000(€637.14) for an electric 

car 

Maximum of ₩1,200,000(€849.52) for Fuel Cell 

Electric Vehicle) 

Acquisition tax Maximum of ₩900,000(€637.14) 

(from Jan 1, 2020 to Dec 31, 2020). 

Maximum of ₩1,400,000(€991.11) 

for an electric car, Fuel Cell Electric Vehicle 

(until Dec 31, 2021). 

 

● An owner of a compact car below 1,000cc (smaller than width 1.6m, length 3.6m) may enjoy the 

following benefits. 

– Exemption from acquisition tax (until Dec 31, 2021):  

Maximum of ₩500,000(€353.97) 

– Rebate of individual consumption tax and transportation, energy, environment tax. (until 

Dec 31, 2021). 

● If a taxpayer pays Property tax in a lump sum, a tax deduction is granted, depending on the 

month in which the payment is made. 

 

5. VAT//Sales tax 
5.1. General- rate/rules 
The standard VAT rate is 10% and is imposed on the supply of goods or services. The seller collects 
VAT from the purchaser at the time of sales as output VAT and deducts any input VAT paid on the 
purchases from the amount and remits the remainder/balance to the government. 

5.2. Exemption/deduction 

In certain cases, VAT may be exempted on the supply of goods or services. 

The following is the list of VAT exempted cases could be found in the auto industry. 

1. Delivery of vehicles to be used for public transportation 

2. Acquisition of vehicles to be used for public transportation 

3. Services related with public transportation 

Payment time Deduction rate 

January 10% 

March 7.5% 

June 5% 

September 2.5% 
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However, VAT exemption is not granted to express bus, chartered-bus, taxi, and special-vehicle. 

5.3. Hire purchase: Supply of goods? 

For VAT purposes, in case of a hire-purchase, the tax basis shall be the whole price that the purchaser 

should pay in order to acquire the goods. The amount of interest should be included in the tax basis for 

the hire-purchase.  

In case of a long-term hire-purchase (i.e. the payments for a vehicle is made in instalment payments in 

the period exceeding 1 year), tax invoices should be issued in accordance with the payment schedule of 

the purchase agreement and VAT should be collected accordingly.  

In case of a short-term hire-purchase, a tax invoice may be issued when the vehicle is delivered and 

VAT to be collected accordingly. 

5.4. Leasing: Supply of services? 

Under VAT law, lease services, whether operational or financial leases, are classified as “financing and 

insurance services”, which are VAT exempt. 

6. Company car 
6.1. VAT/sales tax due on private use of company car 

If a company uses a compact car for “non-business purposes” and the VAT was exempt when acquiring 

the car, the input VAT related to such purchase/lease will not be deductible. In this case, “non-business 

purposes” means that the compact car is not directly used for the taxable business of the taxpayer, such 

as logistics or leasing company. 

6.2. Individual income tax for the use of company car 

If an employee uses a company car for his personal purposes, the costs incurred related to the car shall 

be regarded as additional remuneration to the employee and individual income tax will be imposed on 

such income. 

6.3. Business-use Vehicle Expenses of company car 

Companies are obliged to enroll in an auto insurance policy which should limit the scope of covered 

drivers to employees only (‘auto insurance exclusively for employees’) and keep mileage log. 

Companies should substantiate the expenses for business vehicles by appropriate records or sufficient 

evidence to claim the deduction. 

7. Income taxes – Drivers’ personal taxation 
Under the Individual Income Tax Law, the personal costs for an individual’s use of vehicles (i.e. gas 

price, toll money, etc.) are not deductible from his individual income. 

8. Selling a car 
8.1. Taxable persons 

VAT is charged on a businessperson who independently supplies the goods or services on regular 

basis. In this case, whether such person is an individual or corporate and whether such person is 

registered as a taxpayer or not are regardless.  

Under the Special Tax Treatment Control Law, if a businessperson (i.e. a car dealer) buys a second-

hand vehicle from a VAT exempt individual or simplified VAT payer and re-supplies the used car to 

another person, the person may deduct input VAT computed as 10/110 of purchase price of the vehicle. 
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8.2. Private persons  

In principle, VAT is charged on a businessperson and an individual may be viewed as a businessperson 

if he independently supplies the vehicles on regular basis. Car sales by a non-business person would not 

be subject to VAT. 

For the application of fair taxation, governors are pushing a bill for standardized business use vehicles' 

expense recognition in order to limit private usage. 

9. Further Development 
Automobile taxes are currently scaled in proportion to engine displacement, which means the 

government imposes more taxes on vehicles with larger engine displacement. This was reasonable in 

the past because engine displacement determined automobile prices, whereas technological 

development is gradually reducing a positive correlation between the car price and engine 

displacement. 

It is under active discussion that automobile taxes should be based upon other criteria such as a car 

price, gas mileage or carbon emissions. The fact that eco-friendly cars such as electric cars and 

hydrogen vehicles are not able to measure engine displacement, adds weight to the reorganization of 

legal system. 

10. Legal background 
• Korean Car Management Law  

• Korean Corporate Income Tax Law 

• Korean Individual Income Tax Law 

• Korean Local tax Law  

• Korean Special Tax Treatment Control Law 

• Korean Value Added Tax Law  

• IAS 17 Lease 
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Spain 

1. Car registration 
1.1. When does a car need to be registered? 

Vehicles must be registered in Spain when they are put into circulation within the Spanish territory, 

irrespective from the fact that they are new or second-hand vehicles.  

Failure to comply with this obligation would imply the vehicle’s immobilization until the situation is 

duly regularized.  

In addition, should the vehicle be transferred to another owner and it is intended to be used on the 

Spanish public roads, a new registration for the vehicle needs to be requested.  

The registration form as well as the documentation that must be enclosed along with such registration 

form may be downloaded from the Spanish General Traffic Directorate’s website (www.dgt.es). 

A special authorization in order to use a car within the Spanish territory while the car registration is 

being dealt with may be requested (“green plate”), as long as the matriculation process delay is due to 

external circumstances beyond the interested party’s control.  

1.2. Who can register a car? 

The registration must be carried out in the name of the owner. In case of lease agreements, the vehicle 

is to be registered either by the lessee or by the owner thereof, depending on the nature of the 

agreement (i.e., including a call option). In any case, in order to enable a (legal) person to register its 

car in Spain and to receive Spanish license plates, it must have, in principle, an address (be 

established) in Spain. Documentation making evidence of the car owner’s identity and Spanish address 

is needed when registering a car. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, on the condition that the foreigner is resident in Spain (i.e., having a Spanish address) or is not 

residing in Spain but has an establishment in such country. Also, it is necessary to obtain a Spanish 

identification number for individual foreigners (NIE) or a Tax Identification Number (Spanish NIF) 

for non-resident entities. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

A car with foreign license plates can be temporarily used on the Spanish public roads (6 months).  

In addition, non-residents can apply for tourist plates to Traffic Authorities in order to use a vehicle 

not registered in Spain within the Spanish territory for a long period of time. 

2. Car taxation 
2.1. What are the different car taxes? 

Following the registration of a car and its use on public roads in Spain several car taxes become due, 

namely: 

• Registration tax 

• Annual circulation tax 

http://www.dgt.es/
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2.2. Registration tax 
2.2.1. Taxable event 

This excise duty (Impuesto especial sobre determinados medios de transporte) is payable when a new 

or second-hand car is registered for the first time within Spain for use by individuals or entities 

resident in Spain or in possession of an establishment in Spain.  

Additionally, when a vehicle is used in Spain by a Spanish resident or established and a registration 

has not been applied for within 30 days (or 60 days under specific conditions) following the date of 

starting using the vehicle, registration tax also becomes due.  

Certain vehicles are not subject to this excise duty (cars exclusively destined for the transport of goods 

or passengers or those used just for industrial, commercial, agricultural, clinical or scientific purposes, 

cars for disabled people, cars destined for defense/safety purposes, ambulances, certain types of 

vans/minibuses, cars under the tourist plate regime).  

In some cases (e.g., cars destined to defense/safety purposes and ambulances), previous authorization 

from the Spanish Tax Authorities is required. For the rest, a declaration by the taxpayer that such 

vehicle is not subject to matriculation tax needs to be filed before the Spanish Tax Authorities. 

Moreover, certain vehicles are exempt from this excise duty (taxis, cars for driver’s teaching, hire cars, 

diplomatic posts and international organizations, vehicles registered in another EU Member State 

rented to a supplier of another EU Member State as well, by individuals or entities resident in Spain, 

for a period not exceeding the term of three months, etc.) although prior authorization from the 

Spanish Tax Administration is normally required.  

2.2.2. Taxable person 

In principle, due by the person who has registered the vehicle in his name. 

Also, the person using the vehicle in the case of 30 days use with no registration applied for shall be 

liable for the tax. 

2.2.3. Tax due 

The tax on registration of the car is based on CO2 emission of each vehicle (according to Law 34/2007 

dated on November 15, regulating air quality and atmosphere protection) and depends on each 

Autonomous Region (however, general tax rates are established for the event that a certain 

Autonomous Region has not established such tax rates). 

The taxable base concerning new means of transport shall match with the VAT taxable base (or 

equivalent tax) and in the absence of VAT taxable base it shall be calculated according to the total 

amount paid by the car’s acquirer, determined according to article 78 of the Spanish VAT Law’s rules.  

For used cars, the taxable base shall be the market value of the car at the moment the tax is due. In 

case of used cars previously registered abroad, the market value will be reduced (if it is included in the 

price) by the residual amount of the indirect taxes in the case that the means of transport would have 

been considered as “first registered” in Spain if it were new. 

In order to determine the market value, taxpayers will be able to use the prices approved by the 

Ministry of Economy in force at the tax point. 

The tax rates range from 0% to 14.75%, although in Canary Islands they range from 0% to 13.75%. 

Emission shall be stated within a certificate issued by the car manufacturer/importer or the MOT 

(Technical Inspection Card or Roadworthiness Test) or any other official document issued in relation 

with the relevant car. Cars that produce less than 120 grams of carbon dioxide (CO2) per km will be 

exempt from registration tax, while those that emit more than 200 grams per km will pay 14.75%. 

There are three intermediate bands of 4.75% and 9.75% tax for cars of 120-160 grams per km and 160-

200 grams, and of 12% for cars that don’t fit in the rest of categories provided by the applicable Law. 
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No taxation on registration of cars is due in Ceuta and Melilla although special rules are foreseen in 

certain cases, when the car is firstly matriculated in said territories but subsequently moved to Spain 

or the Canary Islands. Special rules are also foreseen in case the car is firstly matriculated within the 

Canary Islands and subsequently moved to Spain.  

Resale companies can recover part of the registration excise duty (in proportion to the car’s market 

value at the delivery moment) when they deliver cars outside Spain provided that:  

• The cars will not come back to Spain (delivery outside the Spanish territory shall be definitive). 

• Such delivery should be done within four years as from the car’s first definitive matriculation. 

• A certificate of the car’s de-registration shall be needed in order to prove the delivery’s definitive 

character. 

• The delivery of the car outside the Spanish territory shall be done as a consequence of a firm 

sale. 

The recovery of the registration excise duty may be applied on quarterly basis through the form 568 to 

be filed within the 20 first following days since the end of the relevant quarter.  

2.2.4. Tax period 

This tax becomes due at the time the car is registered for the first time within Spain or the day 

following the 30 days period in the case of use with no registration applied for.  

2.3. Annual circulation tax 
2.3.1. Taxable event 

An annual circulation tax (Impuesto sobre vehículos de tracción mecánica) becomes due on vehicles 

registered in Spain and suitable for circulating within public roads. The tax is payable to the town hall 

where the car is registered.  

However, official vehicles of the Public Administrations or diplomatic and international organizations, 

ambulances, cars for disabled people, vehicles for the transport of passengers and agricultural vehicles 

are exempt from this tax. Other exemptions may apply as a consequence of international treaties.  

2.3.2. Taxable person 

The annual circulation tax is, in principle, due by the person mentioned on the registration form of the 

vehicle. 

2.3.3. Tax due 

The tax rate is based on engine power for cars expressed in fiscal horsepower and calculated on the 

basis of the cubic capacity of the engine. 

Power and class of vehicle. Cuota - Euros 

A. Private cars:   

Less than eight fiscal horsepowers 12,62 

From 8 to 11.99 fiscal horsepowers. 34,08 

From 12 to 15.99 fiscal horsepowers. 71,94 

From 16 to 19.99 fiscal horsepowers. 89,61 

From 20 fiscal horsepowers and over.  112,00 

B. Buses:   

Less than 21 seats 83,30 
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Power and class of vehicle. Cuota - Euros 

From 21 to 50 seats. 118,64 

More than 50 seats. 148,30 

C. Trucks:   

Less than 1.000 kilograms of payload. 42,28 

From 1,000 to 2,999 kilograms of payload. 83,30 

From more than 2,999 to 9,999 kilograms of payload. 118,64 

More than 9.999 kilograms of payload. 148,30 

D. Tractors:   

Less than 16 fiscal horsepowers. 17,67 

From 16 to 25 fiscal horsepowers. 27,77 

More than 25 fiscal horsepowers. 83,30 

 

E. Trailers and semitrailers pulled by motorvehicles.   

Less than 1,000 and more than 750 kilograms of payload. 17,67 

From 1,000 to 2,999 kilograms of payload. 27,77 

More than 2,999 kilograms of payload. 83,30 

F. Vehicles:   

Motorbikes. 4,42 

Motorcycles up to 125 cubic centimetres. 4,42 

Motorcycles from more than 125 to 250 cubic centimetres. 7,57 

Motorcycles from more than 250 to 500 cubic centimetres. 15,15 

Motorcycles from more than 500 to 1.000 cubic centimetres. 30,29 

Motorcycles from more than 1.000 cubic centimetres. 60,58 

 

In this respect, the Ministry of Finance establishes the basic tariffs (except for the Basque country) 

although the town halls have the power to add a multiplying coefficient (not higher than 2) and to 

establish different allowances (e.g., benefits depending on the car’s fuel or engines due to ecological 

reasons). 

2.3.4. Tax period 

The tax is an annual tax. However, in case of registration of the car or removal of the car, the tax period 

is from January 1 to the date of this fact and the tax due (settled on an annual basis) is proportionally 

reduced.  

3. Income taxes – taxable persons 
For direct tax purposes, the costs related to vehicles (including non-recoverable taxes) are fully 

deductible either as depreciation or as operating expenses (such as maintenance) if the vehicles are 

used for business purposes and the relevant documentary evidence duly supports the related expenses. 

In principle, the manner of acquiring a vehicle by a company is not relevant for determining the level 

of deductibility for direct tax purposes. 
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4. VAT 
4.1. General 

Spanish VAT at the standard rate of 21% is due on the import, supply or acquisition of cars.  

The reduced VAT rate of 4% is due on cars for disabled people and special taxis for the transport of 

disabled people (in this case, prior recognition by the Spanish Tax Authorities is necessary).  

In addition, diplomatic and international organizations are exempt from Spanish VAT on the 

acquisition of their cars although prior acknowledgement is required.  

4.2. Deduction 

In general, VAT paid on the import or acquisition of a car would be deductible if the cars are bought 

exclusively for business use. 

Should the car be used partially for professional activities and partially for private purposes, there is a 

presumption giving the right to deduct 50% of the VAT paid on the purchase, import, lease, and repair, 

including the purchase of spare parts and petrol. If a different apportionment is obtained and it can be 

proved, initial deduction will have to be regularized.  

However, vehicles for the transport of goods or passengers, for commercial or sales agents, used by its 

manufacturers for testing, trials, demonstration or sales promotion purposes or used for vigilance 

services purposes, cars for drivers’ teaching, among others, will be presumed to be used 100% for 

business purposes.  

4.3. Hire purchase 

For VAT purposes a hire purchase in Spain is a supply of goods.  

Interest paid is deemed an exempt financial service and must not be included in the taxable amount 

for the hire purchase when separately shown on the invoice.  

Regarding the taxable event, VAT due must be paid when the car is put at the disposal of the 

hirer/purchaser.  

4.4. Leasing 

A lease agreement will be treated as a supply of services if there is no purchase option or commitment 

to exercise the purchase option. VAT is due on every lease quota.  

Interest paid is deemed an exempt financial service and must not be included in the taxable amount 

for the lease agreement when separately shown on the invoice. 

If, during the lease agreement, the purchase option is exercised, the transaction qualifies as a supply of 

goods at that point, (up to then, it is a supply of services) the taxable base being the residual value of 

the goods.  

Likewise, in those cases where there is an original commitment to exercise the purchase option, the 

transaction qualifies as a supply of goods as from the beginning, the VAT being due at the time the 

good is put at the lessee disposal.  

5. Company car 
5.1. VAT due on private use of company cars 

The private use of a car by an employee could qualify (depending on the way this is articulated) as a 

taxable supply of services, and the employer would then need to charge VAT onto the employee 

proportionate to the 50% of such private use, with the employer then having 100% right of deduction. 

Please note that this criterion is only applicable for VAT purposes. 
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As previously mentioned, should the car be used partially for professional activities and partially for 

private purposes there is a presumption giving the right to deduct 50% of the VAT paid, although if a 

different apportionment is obtained and it can be proved, then the initial deduction will have to be 

regularized (except vehicles for the transport of goods or passengers, for commercial or sales agents, 

used by its manufacturers for testing, trials, demonstration or sales promotion purposes or used for 

vigilance services purposes, cars for drivers’ teaching, among others, that is presumed to be used 100% 

for business purposes).  

5.2. Company car in personal tax returns – benefit in kind 

Private use of a company car by employees is deemed as a benefit in kind for Spanish personal income 

tax purposes. The private use should be settled on a case-by-case basis based on a reasonable criterion. 

The company will have to make a payment on account to the Treasury on the fringe benefits paid to 

employees, at the employees’ general withholding rate, being the valuation rules the following: 

• Supply of the car to the employee (payment in kind), which becomes the owner of the car: 

acquisition cost for the entity, including the taxes (VAT, tax on registration, customs duty) 

• In case of use of the car by any title (but the employee does not acquire the car’s ownership): 

– Cars owned by the company: 20% per year of the acquisition cost 

– Cars not owned by the company (leasing): 20% per year on the market price of the car if it 

were new 

• Use and subsequent supply of the car to the employee: 

– Use: to be valuated according to the above 

– Subsequent supply: the market price of the used car at the moment of first supply 

6. Income taxes – drivers’ personal taxation 
6.1. Private car in the personal tax return 
6.1.1. Private use 

The vehicle costs made in respect of the private use of a vehicle are not deductible in the employee’s 

personal tax declaration. 

6.1.2. Commuter traffic 

Use of company cars by employees for commuting purposes is considered as private use and thus a 

benefit in kind, subject to withholding tax (payment on account). In this sense, the rules above are 

fully applicable. 

6.1.3. Business kilometres 

In case of use of employees’ own cars for business journeys, reimbursements by the employer not 

exceeding 0.19 EUR per kilometre is tax free and not subject to withholding tax. Amounts exceeding 

0.19 EUR per kilometre are subject to withholding tax. 

7. Special territorial schemes 
7.1. Canary Islands 

Importation of cars into the Canary Islands coming from outside the EU is currently subject to 

customs duty at 10%.  

Supplies of cars are subject to IGIC 13.5% or 9.5% (depending on the power), 7% (vehicles intended for 

specific uses and/or depending on certain technical specifications) or 3% (cars and taxis for disabled 

people).  
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Imports and supplies of hybrid electric vehicles that do not exceed 110 grams of CO2 per kilometre on 

their emissions, and electric vehicles, except sport or recreational vehicles and those driven on rails 

installed on the road, are subject to IGIC and shall be applicable a tax rate of 0%. Hiring of electrical 

vehicles will also be taxed at tax rate 0%. 

Input IGIC incurred on purchasing the cars will be only recoverable in case of cars used exclusively for 

the purpose of the purchaser’s business activity (or in case of specific vehicles such as those for the 

transport of goods or passengers, for driver’s teaching, etc.). 

No presumption analogous to that existing in the VAT Law has been implemented for IGIC purposes 

up to date. 

7.2. Ceuta and Melilla 

Importation of cars within these cities will be subject to IPSI (tax on importation, services and 

production), as general rule, at 10%. Regarding electric cars, the imports will be subject to IPSI at 5%.  

For these purposes, in order to determine the taxable base of the IPSI on importation the same rules as 

for the calculation of the taxable base of the VAT on importation will be applicable. 

8. Electric vehicles 
Measures in this respect depend on each autonomous region. Royal Decree 294/2013, of April 26 and 

Royal Decree 1078/2015, of November 27, regulate granting of subsidies for the acquisition of electric 

and other alternative energy vehicles. 

9. Additional regulations affecting the vehicle fleet 
Following the provisions laid down in the National Plan for Air Quality and Atmosphere Protection 

(Plan Nacional de Calidad del Aire y Protección de la Atmósfera 2013-2016), Spanish traffic 

authorities have proposed to classify the vehicle fleet according to the level of polluting gas emissions 

and to place different labels within the vehicle fleet according to that classification.  

The main objective of this classification is the positive discrimination of the most eco-friendly vehicles. 

In addition, it was designed to be an effective instrument for municipal policies, for instance, those 

restricting the traffic in high pollution situations.   

At state level, the placement of these labels is voluntary. However, some city town halls (Madrid) have 

already established the obligation to affix these labels in order to restrict the access of the most 

polluting vehicles to certain city sectors.   

10. Future Developments 
The Spanish Government allows the use of the WLTP-NEDC correlated value until the end of year 

2020 in order to reduce the immediate tax impact of the introduction of the WLTP regulations (for 

instance, the potential modification on the registration tax rate). 

11. Legal background 
• General Regulations of Vehicles (Royal Decree 2822/1998 )  

• Law on Traffic, Circulation of Motor Vehicles and Road Safety (Royal Decree 6/2015) 

• Corporate Income Tax Act (RDL 27/2014) 

• Personal Income Tax Act (Law 35/2006 and RD 439/2007) 

• VAT Law 37/1992 

• IGIC Law 20/1991 
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• Law 34/2007 regulating air quality and atmosphere protection 

• Law 3/2010 regulating the tax rate of IGIC applicable to electric and hybrid vehicles 

• Law 17/2019 regulating the cero tax rate applicable to the delivery, import, lease and execution 

of works in relation to vehicles in the scope of the General Indirect Canary Islands Tax (IGIC) 

• Royal Decree 294/2013 of April 26, and Royal Decree 1078/2015, of November 27 on 

assignment of subsidies for the acquisition of electric vehicles 

• Excise Duties Law 38/1992 

• The production, services and imports tax ordinance in the city of Ceuta 

• The production, services and imports tax ordinance in the city of Melilla (Decree n.63 of 

02/10/2019) 
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Sweden 

1. Car registration 
1.1. When does a car need to be registered? 

A vehicle should be registered before it is used in Sweden. The registration is handled by the Swedish 

Transport Agency. Additional information regarding the registration of cars can be found on the 

Swedish Transport Agency’s website: www.transportstyrelsen.se. 

There are certain exceptions from the obligation to register a vehicle in Sweden. Exceptions are for 

example made for foreign-registered vehicles, vehicles owned by individuals with foreign domicile and 

vehicles that are only intended to be used temporarily in Sweden. 

1.2. Who can register a car? 

A vehicle should be registered by the owner. If a vehicle’s legal owner changes, a notification must be 

made to the Swedish Transport Agency. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

To register a car in Sweden the owner of the car must have a Swedish personal identity (ID) number. A 

person without such a number can apply for a “coordination” number. Furthermore, a Swedish 

address needs to be stated on such an application. More information regarding coordination numbers 

can be found on the Swedish Tax Agency’s website. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

Swedish residents have to apply for a temporary number plate to use an imported foreign-registered 

car on a Swedish public road. The car may only be used on Swedish public road with the foreign 

number plate during seven days. 

Non-residents can use a vehicle with foreign number plates on public roads in Sweden for a maximum 

duration of 12 months. 

2. Car taxation 
2.1. What are the different car taxes? 

The main car tax applicable in Sweden is the vehicle tax. 

2.2. Vehicle tax 
2.2.1. Taxable event 

Upon registration in Sweden a vehicle becomes subject to the vehicle tax. Vehicles subject to this tax 

are cars, campers, lorries, buses, motorcycles, tractors, motorised machinery, trailers and heavy off-

road vehicles. 

Some exemptions exist for vehicles older than 30 years, emergency and rescue vehicles, temporarily 

registered vehicles etc. 

A vehicle’s registration may at any time be changed by the owner to “avställd”. This means that the 

vehicle may not be driven on roads and that the owner only has to pay the annual registration fee of 

SEK 65. If the owner has paid vehicle tax in advance, a proportional part of the vehicle tax will be 

refunded.   

http://www.transportstyrelsen.se/
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2.2.2. Taxable person 

The taxable person is the person who is registered as the owner of a vehicle at the beginning of a tax 

collection month. If the vehicle is sold the first day of the tax collection month, the vendor is 

considered as the owner at the beginning of that tax collection month. 

2.2.3. Tax period 

The tax is to be paid annually in advance. The month in which the vehicle tax is due depends on the 

final figure in the registration number of the vehicle. If the tax exceeds SEK 3,600, the payment is 

divided into three payment periods over one year.  

2.2.4. Tax due 

It is possible to identify the yearly vehicle tax (årsskatt) for a vehicle that is registered at the Swedish 

Transport Agency by searching the license plate number on this site: https://fu-

regnr.transportstyrelsen.se/extweb and then choose “Skatt och avgifter”.  

An annual registration fee of SEK 65 is charged for all vehicles that are registered at the Swedish 

Transport Agency.  

The vehicle tax for cars, campers, light lorries and light buses is based either on the vehicle’s weight or 

the vehicle’s carbon dioxide emissions. Older vehicles (2005 or older) are generally taxed by weight, 

while newer vehicles (2006 or later) are generally taxed by carbon dioxide emissions. 

The carbon dioxide emission-based vehicle tax consists of a fixed primary amount (currently 360 SEK 

per year) and an amount calculated on the vehicle’s carbon dioxide emissions (carbon dioxide 

component). For mixed driving, the carbon dioxide component is based on the emitted carbon dioxide 

per kilometer which exceeds 111 grams and is dependent on whether or not the vehicle can run on 

alternative fuels.  

For cars that run on diesel, have a vehicle model year of 2018 or earlier and became taxable in Sweden 

before July 1, 2018, the fixed primary amount and the carbon dioxide component is multiplied with a 

fuel factor. For cars that run on diesel and have a vehicle model year of 2018 or later and became 

taxable in Sweden on July 1, 2018 or later, a fuel supplement is added to the fixed primary amount and 

the carbon dioxide component instead of the fuel factor.  

In addition to the fuel factor/fuel supplement, an environmental supplement of SEK 500 is charged for 

cars that were taxable in Sweden for the first time in 2007 or earlier and SEK 250 for cars that were 

taxable in Sweden for the first time in 2008 or later. 

Cars that fulfil certain environmentally friendly criteria and which have been registered for the first 

time after July 1, 2009 but before June 30, 2018 are exempt from vehicle tax during the first five years 

the vehicle is in use. The five-year tax exemption was extended on January 1, 2013 to include campers, 

light trucks and light buses.  

Since July 1, 2018, a new system called bonus-malus has been introduced to replace the five-year tax 

exemption. The new system covers cars, campers, light buses and light trucks that are registered for 

the first time July 1, 2018 or later. The “bonus” part means that a car owner may receive a bonus of up 

to SEK 60,000 for purchasing a vehicle that is considered environmentally friendly. In order to receive 

the bonus, the owner has to file a form with the Swedish Transport Agency within six months of the 

purchase. The “malus” part applies to vehicles that have high emissions and means that an elevated 

vehicle tax will be charged the first three years. 

To calculate the preliminary bonus, follow this link: 

https://www.transportstyrelsen.se/sv/vagtrafik/Fordon/bonus-malus/bonus/berakna-din-

preliminara-bonus/ 

https://fu-regnr.transportstyrelsen.se/extweb
https://fu-regnr.transportstyrelsen.se/extweb
https://www.transportstyrelsen.se/sv/vagtrafik/Fordon/bonus-malus/bonus/berakna-din-preliminara-bonus/
https://www.transportstyrelsen.se/sv/vagtrafik/Fordon/bonus-malus/bonus/berakna-din-preliminara-bonus/
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To calculate the elevated vehicle tax, follow this link: 

https://www.transportstyrelsen.se/sv/vagtrafik/Fordon/bonus-malus/malus2/malus-2020/ 

3. VAT 
3.1. Deduction of input VAT on costs related to cars 
3.1.1. Operating costs 

If the car is an asset or has been leased for use in the company, the company can deduct input VAT on 

all operating costs. It is sufficient that the car is used partly in the company’s taxable business and the 

company may therefore deduct input VAT on operating costs even when the car is mainly used 

privately. Examples of operating costs are fuel, service, repairs and inspection of the car. 

3.1.2. Purchase 

In Sweden, there are certain regulations when it comes to deduction of input VAT on purchases of 

cars. If the car has a registered total weight of more than 3,500 kg or weighs 3,500 kg or less but has 

separate bodywork (e.g. a pickup), the input VAT is fully deductible. If the car weighs less than 3,500 

kg and does not have separate bodywork, the input VAT may not be deducted.  

An exception to the above is when the car is purchased to be used is acquired for resale or car leasing 

purposes, or to be used for taxi business, means of transport for deceased people or education towards 

driving license. If the car is to be used in such business, the company is allowed to deduct all input VAT 

regardless of the specifications of the car. 

3.1.3. Leasing 

If a company has leased a car, the company must assess whether the lease agreement means that the 

company has rented or purchased the car. An agreement on financial leasing may involve the sale of a 

passenger car instead of rental. The basic rule is that if the lessor does not transfer the ownership 

(financial rights and obligations) to the lessee, it is a rental agreement. If the lessee has signed an 

agreement that says that it must buy the car, or find another buyer for the car, when the lease expires, 

it is a sales agreement. If a car is purchased on instalment and the debt plus interest is paid over a few 

years, it is considered as a purchase according to the Swedish VAT Act. 

If a company has purchased a car, the regulations described in 3.1.2 applies. If the company has rented 

a car, it is allowed to deduct 50 % of the input VAT. A condition for deduction when hiring a passenger 

car is that the car is driven more than 1,000 km per year in a VAT liable business. If the car is leased to 

be used for taxi business, means of transport for deceased people or education towards driving license, 

the VAT is fully deductible. 

3.2. Sale of cars - should VAT be charged? 

Output VAT should be charged only if the seller was entitled to deduct input VAT when the seller 

bought the car. It does not matter whether the seller made the deduction or not. This means that VAT 

should be charged on sale of cars that have been used for resale or car leasing purposes, or for taxi 

business, means of transport for deceased people or education towards driving license. 

3.3. VAT due on private use of company cars 

When a company car is used privately, the rules of withdrawal taxation can be applicable. If the rules 

are applicable, the company should account for VAT as they must handle the private use of the 

company car in the same way as a transaction to a consumer. 

The above rules of withdrawal taxation only apply if full deductions of input VAT was made when the 

car was purchased, or if full deductions are made on lease payments. Hence, withdrawal taxation will 

only occur if a car is acquired for resale or car leasing purposes, or to be used for taxi business, means of 

transport for deceased people or education towards driving license. 

https://www.transportstyrelsen.se/sv/vagtrafik/Fordon/bonus-malus/malus2/malus-2020/
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4. Corporate tax 
All costs relating to purchased or leased cars are fully tax-deductible for Swedish registered companies. 

This applies even if an employee uses a company car privately. Nevertheless, the employee will in such 

a case be taxed for the benefit of using the car privately. 

The purchase price of the car is tax-deductible for the acquiring company by the use of depreciations 

over a five-year period using a straight-line method allowing for 20 % depreciation per annum. A 

declining balance method which allows for a maximum depreciation rate of 30 % per annum is also 

available. Any of these methods can be chosen, for all equipment and machinery as a group, and the 

method can be changed from year to year. The operating expenses related to the car are tax-deductible 

on payment. 

There are no specific rules in the Swedish Income Tax Act for leasing transactions. Instead, any 

potential tax issue that may arise in a leasing transaction is analysed based on the “ordinary” set of 

rules given in chapter 18 of the Income Tax Act regarding depreciation for tax purposes. 

In 1998 the Supreme Administrative Court tried several cases regarding leasing agreements. In 

summary: the Court concluded that the actual purpose of the agreements was different from the actual 

wording and that the lessor could not be considered as the real owner for tax purposes, and was 

therefore not entitled to tax depreciation on the assets. The court decisions caused uncertainty in 

respect of leasing transactions as it was not clear  whether the interpretation should have a broad 

applicability, making most leasing agreements possible to attack from a tax point of view, or whether 

the interpretation should have a narrow applicability, applying a case-by-case method.  

In the most recent official document issued regarding this specific question in October 2004 by the 

Swedish Tax Agency as well as in the Swedish Tax Agency’s guidelines for 2018, the tax agency’s view 

is given. According to the Swedish Tax Agency it is not possible to let the accounting regulation for 

financial leasing be decisive for the taxation. It is the Swedish Tax Agency’s opinion that it is the legal 

owner of the assets that is entitled to the special tax depreciation, that is normally the lessor (and not 

the lessee). However, a different assessment of the true meaning of the leasing agreement might come 

into question, resulting in the lessor not being considered the owner of the assets for income tax 

purposes and hence not entitled to the tax depreciation of the assets. 

New interest deduction limitation rules entered into effect on January 1, 2019. The new interest 

deduction limitation rules include specific tax rules for financial leasing, including a specific tax 

definition of financial leasing and how to calculate the interest component in such leasing agreements 

(as this interest is covered by the interest deduction limitation rules). The remaining part of the leasing 

cost is still wholly tax-deductible, and cannot be considered to be amortization that should have an 

effect on the deductible base. Hence it is important to identify which leasing contracts constitute 

financial leasing and which are operational leasing. Financial leasing is defined as when “financial risk 

and advantages exclusively or as good as exclusively are transferred to the lessee”. 

There is an exemption for company groups with total financial leasing costs below 1 MSEK. If this is 

the case, the group does not have to calculate the interest component in the group’s leasing 

agreements. 

5. Income taxes – Drivers’ personal taxation 
The fact that the employee is using the company car privately will not affect the deductibility of the 

costs related to the car for the employer (i.e., the company owning or leasing the car in question). 

However, the employee will be taxed for the benefit of using the car privately, meaning that the 

employer will be liable to pay social security charges (normally 31.42 %) on the benefit. Moreover, 

from February 1, 2019 the employer is obliged to report the benefit on the employee’s monthly 

statement of earnings and withhold and remit the income tax attributable to the car benefit. 
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5.1. Private car in the personal tax return 

An employee who uses a company car for private purposes is taxed for the benefit of having a company 

car. In principle, a benefit arises as soon as a person has the possibility of using a company car for 

private use.  

The taxable benefit of having a company car is calculated according to a standardised valuation. The 

benefit value is calculated slightly differently depending on the age of the car. The value of any extra 

equipment is added to the new car price. New car prices are determined annually by the Swedish Tax 

Agency. The benefit value of having the car is reduced to 75 % if the employee benefitting from it drives 

at least 30,000 km annually in duty. If the employee is paying the employer from his net salary or is 

paying for other running costs other than fuel, the benefit value is reduced. The benefit value may also 

be reduced if the vehicle could be considered a “work tool”. A vehicle is a “work tool” if it is fitted or 

adjusted for purposes other than personal transport, e.g. installation or distribution vehicles. To enjoy 

an adjustment of the benefit value the employer must apply for the adjustment with the Swedish Tax 

Agency. 

The benefit value can be adjusted if there are extraordinary reasons. This requires an application from 

the employer with the Swedish Tax Agency. If the employee thinks that the benefit value should be 

changed the employee can state this in their tax return. 

Only if the private use is slight, i.e., not more than 10 occasions and/or 1,000 km of driving annually 

(i.e., if either of these limits are breached the employee will be taxed), can the employee avoid taxation. 

If the employer reimburses the employee for his commuter costs this is regarded as a taxable benefit 

for the employee which must be declared in the employee’s income tax return. However, under certain 

circumstances, the employee is entitled to a travel deduction. In case the commuter costs exceed SEK 

11,000 for income year 2019, the excess amount can be declared as a travel deduction. Note that the 

calculation of the commuter costs is done in accordance with a specific schedule provided by the 

Swedish Tax Agency.  

To calculate the deductible commuter costs, follow this link: 

https://www.skatteverket.se/privat/skatter/bilochtrafik/avdragforresortillochfranarbetet/beraknaditt

reseavdrag/beraknadittreseavdrag.4.515a6be615c637b9aa410f71.html#!/start  

If the employee pays for the fuel, the employer may reimburse the employee with SEK 0.65 per 

kilometre if the company car runs on diesel fuel and SEK 0.95 per kilometre if the company car runs 

on other fuels (e.g., petrol) without triggering any adverse tax consequences for the employee, 

provided that it is a business trip. 

From January 1, 2018 congestion tax and infrastructure charges relating to private driving of a 

company car which are paid by the employer are considered as a taxable benefit for the employee. The 

benefit of congestion tax and infrastructure charges should be calculated separately from the car 

benefit. No benefit will arise if the employee pays the amount of the taxable benefit to the employer by 

way of cash or net pay deduction. 

5.2. Environmentally friendly cars 

Swedish taxpayers can enjoy a tax adjustment of the benefit value when having an environmentally 

friendly company car. The main rule is that the “new car price”, on which the benefit value is 

calculated, is adjusted to what the value would be if the car were an “ordinary” car of the same model 

but without the environmentally friendly technique. 

Each year the Swedish Tax Agency publishes yearly guidelines specifying which “ordinary” car the 

environmentally friendly company car should be compared to. 

https://www.skatteverket.se/privat/skatter/bilochtrafik/avdragforresortillochfranarbetet/beraknadittreseavdrag/beraknadittreseavdrag.4.515a6be615c637b9aa410f71.html#!/start
https://www.skatteverket.se/privat/skatter/bilochtrafik/avdragforresortillochfranarbetet/beraknadittreseavdrag/beraknadittreseavdrag.4.515a6be615c637b9aa410f71.html#!/start
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For company cars that run on electricity, or on gas other than propane, the benefit value can be 

reduced with up to 40 %. The adjustment may never exceed SEK 10,000. These regulations are in force 

until the end of income year 2020. 

The adjusted benefit value could be applied by the employer without any application or approval from 

the Swedish Tax Agency. 

6. Congestion tax in Stockholm and Gothenburg 
A congestion tax is imposed on all vehicles, both Swedish and foreign registered, driving into and out 

of the Stockholm and Gothenburg inner-city zones.  

Vehicles are automatically registered at “control points” during the times when the tax is charged. The 

tax amount depends on what day and time the vehicle passes the control point. The accumulated 

passages made by any vehicle during one calendar month are aggregated into what is called a “tax 

decision”. The congestion tax is paid retroactively and there is no possibility to pay at the control 

points. The tax must be paid after invoicing from the Swedish Transport Agency. It is the owner of the 

vehicle who is responsible for paying the tax. 

7. Low emission zones 
Sweden has three types of low emission zones. The restrictions that comes with low emission zone type 

1 only applies to heavy vehicles. The restrictions that comes with low emission zones type 2 and 3 will 

apply for cars as well as heavier vehicles. Low emission zone type 2 requires that a car meets the 

emission standards for Euro V or VI in order to be allowed to drive in the zone. Low emission zone 

type 3 only allows vehicles that run on electricity, fuel cells or gas. Vehicles that are gas-fuelled must 

also meet the emission standards for Euro VI. 

It is up to each municipality in Sweden to decide that an area in the municipality should be classified 

as a low emission zone.  

8. Legal background 
• Swedish income tax legislation 

• Swedish VAT legislation 

• Swedish road and traffic regulations 
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Switzerland 

1. Car registration 
1.1. When does a car need to be registered? 

In order to be used on public roads, a valid registration plate is required. Cars have to be registered 

with the cantonal road traffic licensing department in order to obtain a number plate 

(http://www.strassenverkehrsamt.ch). In general, the registration has to be done in the canton in 

which the driver/holder is domiciled. Please note that in case of the use of a foreign company car by an 

employee with residence in Switzerland some of the cantonal road traffic licensing departments 

require a Swiss registration. In such a case individual requests are recommended. 

The cost of registration depends on the canton where the car is registered. The cost should not exceed 

CHF 150 including cost for the number plate. The number plate belongs to the economic owner of the 

car and not to the car itself. Therefore, when buying or leasing a new car, the existing number plates 

will be used and only the vehicle registration document will be changed. 

Example: Registration cost in Canton of Zurich 

CHF 40 Number plate 

+  CHF 30 Cost of registration 

+  CHF 40 Vehicle registration document 

=  CHF 110 

1.2. Who can register a car? 

The economic owner of the car can be an individual, a company or a partnership, and need not 

necessarily be the legal owner of the car. 

The economic owner either buys or leases the car. The car registration can take place after the buying 

or leasing. The person who acts as economic owner of the car is obliged to register it. In case of leased 

cars, the car has to be registered by the lessee. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

A vehicle owned by a person or entity not resident in Switzerland can also be registered, but only if the 

economic owner is resident in Switzerland and only in the name of the economic owner. 

1.4. Can a vehicle with a foreign number plate be used on public 
roads? 

This depends on the following: 

• The use of a vehicle with a foreign number plate by a person with residence outside of Switzerland 

is in general possible and no registration is needed, at least for the use for some days / weeks per 

year (excluding the case of the transportation of person, dropped on and dropped off, in 

Switzerland). It is necessary that the vehicle is not based for more than one year in Switzerland 

(without an interruption of more than three related months). Furthermore, the holder of the 

vehicle is not allowed to stay in Switzerland for more than one year (without an interruption of 

more than three related months) and to use the vehicle for more than one year in Switzerland. 

• The vehicle does not need to be registered within the first 12 months of residency in Switzerland, 

provided that the license plates are still valid and a sufficient motor insurance coverage exists 

(exception see point 1.1). Foreign driving licenses will still be valid during the first 12 months in 

Switzerland. 
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• In case of a weekly commuter with domicile outside of Switzerland, a Swiss registration is not 

necessary, in case that the vehicle is used at an average of two sequent days per month. 

• In case of a weekly commuter with domicile in Switzerland, some of the cantonal road traffic 

licensing departments require a Swiss registration. A pre-discussion of the case with the 

department is recommended. 

When an individual moves to Switzerland, the vehicle can under certain conditions be imported free of 

charge (no VAT, customs duties and car tax) or may be used for up to two years without being customs 

cleared for free circulation (after 12 months, special Swiss number plates will be required). 

2. Car taxation 
2.1. What are the different car taxes? 

The following car taxes exist: 

• Registration tax (cantonal, outlined above) 

• Annual circulation tax (cantonal) 

• Car tax (federal) 

• CO2 duties (federal) 

2.2. Annual circulation tax (cantonal) 
2.2.1. Taxable event 

When the number plate is purchased the car will automatically be registered by the cantonal road 

traffic licensing department. 

2.2.2. Taxable person 

The person who acts as the economic owner of the car. 

2.2.3. Tax due 

The tax due depends on the canton of registration (where the economic owner is resident). There are 

special conditions in some cantons for large fleets of cars (e.g., rental cars). In some cantons, there are 

also discounts for certain environmentally friendly cars.  

In the Canton of Zurich the annual circulation tax is composed of the sum of the taxes based on engine 

capacity and total kerb weight. 

Example: Annual car taxes in Canton of Zurich 

Engine capacity in cc Tax due in CHF Engine capacity in cc Tax due in CHF 

Up to 1200 69 5001 – 5500  1108 

1201 – 1400 88 5501 – 6000  1258 

1401 – 1600 108 6001 – 7000  1558 

1601 – 1800 128 7001 – 8000  1858 

1801 – 2000 148 8001 – 9000  2158 

2001 – 2500  208 9001 – 10000  2458 

2501 – 3000  358 10001 – 11000  2758 

3001 – 3500  508 11001 – 12000 3058 

3501 – 4000 658 13000 – 14000 3358 
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Engine capacity in cc Tax due in CHF Engine capacity in cc Tax due in CHF 

4001 – 4500  808 14001 – 15000  3658 

4501 – 5000  958   

Kerb weight in kg Tax due in CHF Kerb weight in kg Tax due in CHF 

Up to 1200 50 2801 – 3000  670 

1201 – 1400 70 3001 – 3200  790 

1401 – 1600 100 3201 – 3500  930 

1601 – 1800 130 3501 – 4000  1190 

1801 – 2000 160 4001 – 4500  1450 

2001 – 2200  190 4501 – 5000  1710 

2201 – 2400  310 5001 – 5500  1970 

2401 – 2600  430 5501 – 6000  2230 

2601 – 2800  550   

All cars with energy efficiency category A and B and a CO2 output of no more than 130g/km get a 

discount for the first 4 years after initial registration. For category A the discount is 80%, for category 

B it is 50%. 

2.2.4. Tax period 

The period of the tax year: January 1 – December 31. Cars that are registered in Switzerland are 

subject to the annual circulation tax.  

2.3. Car tax (customs duties) 
2.3.1. General rule 

From a Swiss customs perspective cars generally have to be customs cleared, in case they are used for 

journeys in Switzerland  

• by a person with residence in Switzerland or 

• by a person with residence outside of Switzerland for the use of business trips (e.g. visiting 

client) for a Swiss resident employer or 

• for passenger transports or the transport of goods within Switzerland. 

In case that a car is not customs cleared in Switzerland, an importation or a double customs clearance 

is necessary.  

2.3.2. Simplification - no effective Swiss customs clearance - under the customs 
procedure form 15.30 

Students or employees of a Swiss resident company with residence outside of Switzerland have the 

possibility to use a foreign customs cleared car in Switzerland, without an effective Swiss customs 

clearance. To this end, form 15.30 is necessary. With this form, which is available at the customs 

administrations at the border (CHF 25), the private use in Switzerland is possible for a period of two 

years. Afterwards the period can be extended. The use of the foreign customs cleared car under the 

form 15.30 is not allowed for Swiss resident persons; otherwise the car has effectively to be Swiss 

customs cleared. 

Swiss resident employees of an employer with residence abroad can also use the form 15.30 to use a 

foreign customs cleared company car in Switzerland. Please note that in such a case the use is only 

allowed for the direct commute travel.  
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2.3.3. Attention regarding the cross-border use of company cars 

Please note that the private use of a Swiss customs cleared company car by an EU resident employee is 

in general not allowed in the EU any more since May 1, 2015 unless the car is customs cleared in the 

EU. Still allowed are the use for the direct (private) commute travel home to work and the use for 

business related trips (if foreseen in the working contract). 

2.3.4. Taxable person 

In principle the car tax is due by the importer (who is subject to customs duty) or due by a Swiss 

producer of a car. 

2.3.5. Tax due 

Car tax is 4% of the value of the car, import VAT is 7.7%. Customs duties are based on weight, 

applicable rates vary (CHF 12 to CHF 15 per 100 kg), unless preferential treatment applies (e.g. EU 

origin). 

2.3.6. Tax period 

One-time due. 

2.4. CO2 duties 

CO2 duties apply, if newly registered cars have average CO2 emissions exceeding the calculated target 

value of 95g CO2 per kilometre, whereas heavier cars are currently allowed to have a higher emission. 

For example, for a privately imported car (petrol engine) in 2020 this duty would mean the following: 

• CO2 emission: 170g CO2/km 

• Kerb weight: 1,649kg 

• Duty: CHF 6’800 

For individual calculations, a duty calculator has been published on the following website: 

https://www.bfe.admin.ch/bfe/de/home/effizienz/mobilitaet/co2-emissionsvorschriften-fuer-neue-

personen-und-lieferwagen/personenwagen-pw/berechnungstool-fuer-kleinimporteure-pw.htmlFor 

wholesale importers importing more than 50 cars per year, the target value is calculated based on the 

average CO2 emission of all imported vehicles. For private individuals and importers importing less 

than 50 cars per year, the CO2 emissions are calculated for each vehicle separately. 

3. Income taxes – taxable persons 
Costs related to company cars are deductible to the extent that they are commercially justified. 

Therefore, the car must at least partially be used for business purposes.  

The costs in connection with company cars arise either as depreciation of the asset or as an operating 

expense, depending on whether the car is purchased or leased. This differentiation does not have any 

influence on the deductibility of the cost for direct tax purposes. 

If the car has to be reported as an asset in the balance sheet of the company (see section 5), the 

purchase price needs to be depreciated in line with usual business practices. The declining-balance 

method and the straight-line method are both permitted. There are official tax guidelines on maximum 

accepted depreciation. According to the guidelines, the annual depreciation rate for company cars 

using the straight-line method is 20% of the purchase price or 40% of the book value of the car if the 

declining-balance method is used. 

If the company maintains a luxury car that is not essential for performing the business, or if the car is 

obviously unsuitable for performing the business, any additional costs in relation to the costs of a 

medium-range car are not commercially justified and therefore not deductible for direct tax purposes. 

https://www.bfe.admin.ch/bfe/de/home/effizienz/mobilitaet/co2-emissionsvorschriften-fuer-neue-personen-und-lieferwagen/personenwagen-pw/berechnungstool-fuer-kleinimporteure-pw.html
https://www.bfe.admin.ch/bfe/de/home/effizienz/mobilitaet/co2-emissionsvorschriften-fuer-neue-personen-und-lieferwagen/personenwagen-pw/berechnungstool-fuer-kleinimporteure-pw.html
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Regarding the private use of company cars, the treatment for tax purposes is dependent on the 

relationship between the user of the car and the company. 

If the car is used by a company employee, the value of the private use must be re-qualified as wage 

costs. This private use will be subject to Swiss social security contributions and the drivers’ personal 

income tax, as explained further on. 

In case of private use of the company car by the individual who is the owner of the company or any 

related persons, or by partners of a partnership, the value of the private use may increase the taxable 

profit of the company. The amount of the private use qualifies as hidden profit distribution. 

4. VAT 
4.1. General 

Swiss VAT at the standard rate of 7.7% is, in principle, due on most supplies of goods and/or services. 

For taxable persons with a right to deduct VAT, the input VAT incurred for their purchases in respect 

of their economic activity can, in principle, be fully deducted. 

4.2. Deduction 

The Swiss VAT Act designates a reduced right to deduct input tax (partial exemption), if the taxpayer 

uses goods for purposes giving rise to input VAT deduction rights and for other purposes not giving 

rise to such rights. Basically, the partial deduction of input VAT is being calculated in relation to the 

extent of the non-business related or VAT-exempt use of the good concerned. 

Since the implementation of the new Swiss VAT Act in 2010 no threshold for company cars has been 

defined or published. However, on certain luxury cars, no input VAT deduction may be granted, if the 

purchase and maintenance of the luxury car is not proven to be (at least partially) for business 

purposes. 

However, there is no general limitation of input VAT recovery for cars or any car related costs. 

4.3. Leasing: Supply of goods/services? 

The lease of movable property is considered a supply of goods for Swiss purposes. 

5. Company car 
5.1. VAT due on private use of company cars 

In relation to company cars, a deemed supply exists if the cars are also used for the private use of its 

personnel. Please note that the use of the car for commuting from and to work is regarded as private 

use. 

For company cars (motor cars only) the following lump-sum method for calculation can be applied, on 

condition that these company cars are used predominantly (i.e., over 50 %) for business operations. 

The taxpayer may always use an effective method of calculation. In practice, this is deemed to be too 

complex; therefore usually the lump-sum method for calculation is applied if possible. 

If there was a possibility of full or partial deduction of input VAT when buying the company car, the 

amount on which VAT for private use has to be paid is 0.8% of the purchase price (excluding VAT), but 

at least CHF 150 per month. The private use of company cars is subject to VAT at a rate of 7.7%. If the 

company car is leased, the purchase price has to be replaced by the value of the company car stated in 

the leasing contract. 
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Please find below an example of how to calculate the VAT on the private use of the company car: 

Calculation example: Purchase price = CHF 32,000 (excl. 7.7% VAT) 

Amount VAT due 

0.8% per month= CHF 256 (including 7.7% VAT) 
(or at least CHF 150 per month) 

CHF 18.30 

per quarter= CHF 768 (including 7.7% VAT) CHF 54.90 

per year = CHF 3072 (including 7.7% VAT) CHF 219.65 

 

Please note that if this standardised method for calculation is being used, it must be used for all 

company cars and it is not permissible to change the calculation method during the entire financial 

year. The declaration of the deemed supply may be made in the VAT return for the fourth quarter of 

the year for the whole year. 

If the user of the company car has to pay contributions for the cost of the private use of the car and 

these contributions are equal to or higher than the taxable private use as calculated on the lump sum 

basis described above, the amount of the actual contributions will be taxable for VAT instead of the 

calculated amount. 

Regarding the cross-border use of company cars, see point 2.3. In certain cases, the VAT on the private 

use in the domicile country of the employee may be due (e.g. Germany, Austria).  

5.2. Company car in personal tax returns – benefit in kind 

The company car or lease car that the employer places at the disposal of the employee constitutes a 

taxable benefit in kind in the hands of the employee, if the employee can use the car for private 

purposes.  

The taxable benefit per month amounts to 0.8% of the actual purchase price of the company car or 

lease car (excluding VAT) or at minimum CHF 150. 

Generally speaking, a contribution paid by the employee to the employer for private usage is deducted 

from the taxable benefit in kind. 

The private usage of the company car or lease car is also considered a benefit in the hands of the 

employee for Swiss social security purposes. The taxable benefit is also used as the assessment basis 

for Swiss social security contributions. Please note that both the employee and employer are liable to 

pay Swiss social security contributions on the benefit in kind. 

Insofar an employer has negotiated a more favourable method of assessing the benefit in kind by way 

of an approved expense manual, this more favourable method is used. An agreed expense manual can 

be viewed as a tax ruling negotiated with the tax authorities. In the expense manual, the negotiated 

value of a wide range of employee benefits are included. 

The taxable benefit in kind of the company car or lease car must be reported on the employee’s Swiss 

salary certificate statement. 

6. Income taxes – drivers’ personal taxation 
The taxable benefit in kind that is reported on the Swiss salary certificate is reported in the individual 

income tax return. The taxable benefit in kind is taxed as employment income at the normal 

progressive income tax rates. 

Normally, an employee may claim a tax deduction for commuting expenses in his Swiss individual 

income tax return.  
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However, as from 2016 the travel expense deduction (journeys between home and the workplace) has 

been limited to CHF 3,000 per year in the direct federal tax calculation.  

The cantons are free to follow the federal tax solution for travel costs or to determine its own allowable 

deduction per year. Some cantons are planning to introduce a ceiling, others have not yet decided to 

introduce a ceiling for travel expenses. The canton of Zurich has limited this travel expense as per 2018 

to CHF 5’000 per year. 

For employees who are provided with a company car, a benefit in kind for the usage of the car for 

commuting between home and work may be added as taxable compensation. This is in addition to the 

monthly benefit of 0.8% (or at minimum CHF 150) for providing a company car. The calculation of the 

benefit for the usage of the car for commuting follows the calculation of the travel expenses for 

commuting. Once the amount for commuting exceed an amount of the limit, the exceeding amount 

qualifies as a taxable benefit for federal or cantonal tax purposes. 

In the event that an employee has the use of a company car or lease car, and he may use this car to 

commute to work, a tax deduction for commuting expenses cannot be claimed. 

If an employee does not have the use of a company car or lease car, but the employee needs to use his 

privately-owned car for business purposes, then he can be reimbursed by his employer for the business 

mileage. 

The reimbursement is free of tax provided the reimbursement is covered by an agreed expenses 

manual. Generally speaking, the tax authorities will agree on a reimbursement of CHF 0.70 per 

business kilometer. The exact amount that the tax authorities will accept as a tax-free reimbursement 

per business kilometer depends on several factors. 

If the employer does not reimburse the employee for the business mileage, then the employee can 

claim the business mileage as a tax-deductible business expense in his Swiss individual income tax 

return. The tax-deductible business expense is CHF 0.70 per business kilometer. The amount per 

business kilometer is deemed to include all expenditures associated with using the privately-owned car 

for business purposes (depreciation, fuel, insurances, maintenance, etc.). 

Kindly note that an employee is always entitled to claim a tax-deductible general business expense 

equaling 3% of the employment income in his Swiss individual income tax return, whereby the 

minimum deduction amounts to CHF 2,000 and the maximum deduction is CHF 4,000. Any claimed 

business mileage is firstly absorbed by the general business expense deduction. Therefore, an 

employee entitled to claim the maximum general business expense deduction of CHF 4,000 will only 

start to benefit from claiming business mileage as tax-deductible business expenses, if the total 

business mileage claimed in the Swiss individual tax return exceeds 5,714 kilometers. 

7. Electric vehicles 
Electric vehicles benefit from a reduction or even a waiver of the road circulation tax in some cantons. 

8. Future developments 
Apart from the introduced duties on CO2 emissions exceeding certain thresholds, there may be further 

amendments of the annual circulation tax to promote environmentally friendly cars at a cantonal level. 

An important legislative change as of 1 January 2018 may lead to a VAT registration obligation for 

many new companies in Switzerland that were previously not required to do so. This new regulation 

will especially affect foreign suppliers in Switzerland.  

Under the existing Swiss VAT Act, any entrepreneur achieving an annual turnover in the territory of 

Switzerland of CHF 100’000 is obliged to register for VAT purposes. Under the planned amendment, 

not the turnover generated in Switzerland is relevant for the obligation to register for VAT but rather 

the turnover generated worldwide. On the basis of this new law, a foreign entrepreneur doing business 

in Switzerland (for example selling software updates, apps etc.) needs to register for the purposes of 
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Swiss VAT in case a turnover of CHF 100’000 was achieved worldwide (i.e. in Switzerland and in the 

rest of the world). This could lead to the practical effect that a foreign entrepreneur providing such 

taxable services in Switzerland that has an annual, worldwide turnover of at least CHF 100’000 from 

its business will be required to register for the purposes of Swiss VAT. 

9. Legal background 
• Direct tax legislation (cantonal and federal) 

• Circulation Tax Act of the Canton of Zurich 

• Swiss VAT legislation 
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Thailand 

1. Importation of cars 
1.1. Customs duties 

In general, the importation of cars (defined as vehicles for carrying passengers) is subject to an 80% import 

duty rate. However, in the case of the importation of large vehicles for carrying ten or more passengers, the 

duty rate is 40%. 

Under the ASEAN Trade in Goods Agreement (ATIGA), the import duty rates of the said products are 0%, 

provided that the products satisfy all requirements and origin criteria (e.g. rules of origin, consignment and 

other compliance issues). Moreover, it is also noted that the “reciprocity” condition is applied under the 

ATIGA (the duty rate under the ATIGA preferential schedule of the identical product of the exporting 

country should not exceed 20%). 

Aside from the ATIGA privilege, the importation of cars could also enjoy preferential duties under various 

other free trade agreements (FTAs) to which Thailand is a member, including the ASEAN-Australia-New 

Zealand FTA, ASEAN-China, ASEAN-Japan, ASEAN-Korea, ASEAN-India, ASEAN-Hong Kong, Thailand-

Australia, Thailand-New Zealand, Thailand-India, Thailand-Peru, Thailand Chile and Thailand-Japan 

(depending on each particular HS code).  Certain FTAs under the negotiations include Regional 

Comprehensive Economic Partnership (RCEP), Thailand-Pakistan FTA, Thailand-Turkey FTA, Thailand-

EU FTA (it is expected to resume the negotiation in late 2020) and Thailand-EFTA. The importation of 

auto parts is generally subject to a 10% to 30% import duty rate, which could be reduced to 0% to 10% for 

certain products under certain conditions. 

Irrespective of the high compliance cost and complexity, a Free Zone (FZ) privilege has also been utilized 

by several manufacturers who establish their vehicle assembly in FZs. The FZ privilege offers duty 

exemption for the withdrawal of the goods (vehicle or vehicle parts) manufactured/assembled in the FZ to 

the Thai domestic market, provided that the goods could qualify at least 40% local content and that the 

goods shall pass the ‘essential production processes’ in the FZ (beyond minimal operations) as 

specified by the Office of Industrial Economics (OIE), Ministry of Industry.  Based on the Customs FZ rules 

which take effect on November 10, 2017, there will be certain limitations in terms of the usage of raw 

materials for production and more discretion will be given to Thai Customs to determine whether certain 

local raw materials can be used as qualifying local content for the required 40% threshold. 

The OIE announced rules regarding essential production processes in the FZ below:  

• For the production capacity of a single model or combination of various model that does not exceed 

2,000 vehicles per year 

o Internal Combustion Engine (ICE) passenger car, pick up and van, it shall pass 

manufacturing processes of auto body, painting, assembling process and quality control.  

o Plug-in hybrid electric vehicle (PHEV) and battery-electric vehicles (BEV), it shall pass 

assembling processes, quality control and manufacturing processes of either traction 

motor or battery management system.  
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• For the production capacity of a single model or combination of various model that exceed 2,000 

vehicles per year  

o Internal Combustion Engine (ICE) passenger car, pick up and van  

▪ For a single or combination of various models less than 2,000 vehicles, it shall pass 

manufacturing processes of auto body, painting, assembling process and quality 

control.  

▪ For a single or combination of various models exceed 2,000 vehicles, it shall pass at 

least assembling and quality control processes. 

o Plug-in hybrid electric vehicle (PHEV) and battery-electric vehicles (BEV)  

▪ For a single or combination of various models less than 2,000 vehicles, it shall pass 

assembling processes, quality control and manufacturing processes of either 

traction motor or battery management system.  

▪ For a single or combination of various models exceed 2,000 vehicles, it shall pass at 

least assembling and quality control processes. 

• For the new manufacturer, it shall have assembling and quality control processes for manufacturing 

from the first date of operation in a free zone area until the 5th year of operation. From the 6th year, it 

shall have the following essential production process similar to the mentioned processes in the 

previous bullet.  

• More criteria are specified, depending on the type of vehicles (e.g. truck, motorcycle, etc.), and yearly 

production capacity of each model would apply. 

To be eligible for the FZ privilege, all requirements under the OIE Notifications as well as requirements 

under relevant Customs Notifications must be fulfilled.  

In addition to the high compliance cost and complexity incurred from using the FZ privilege, there are 

time limitations (two years period) for the storage of cars and other goods in the FZ. The two years 

period could be extended, subject to Customs’ approval.  A failure to comply with this Government Order 

will lead to the goods being exported, or they could lose their FZ duty privileges and duty and taxes will be 

collected. 

In May 2018, more control has been put in place for imports of Completely Built Unit (CBU) under the 

tariff codes 87.02 and 87.03 (including those CBUs which are firstly retained in bonded warehouse or FZ, 

and later removed from bonded warehouse/FZ to domestic market. Imported CBUs must be processed 

through the red line customs clearance, and detailed information must be declared to Customs such as 

brand name, model, product year, cylinder capacity, horse power, type of fuel and energy, numbers of 

chassis and engine, and importers must submit a certificate of vehicle specifications for each CBU to 

Customs. Also, new cars of the tariff code 87.02, 87.03, and 87.04 are considered as high risk products, 

whereby a transfer of these cars from one FZ/bonded warehouse to another FZ/bonded warehouse is 

allowed only one time, and the necessity for the transfer must be provided to Customs for their approval. In 

addition, the importation of cars is subject to excise tax as well as interior tax (10% of the excise tax 

payable). Currently, the excise tax is imposed under the Excise Tax Act 2017 (“Act”). The excise tax based 

for motor vehicle is a suggested retail price which will be considered from production cost, 

management cost, and standard profit (not be lower than the selling price to end customers in normal 

market circumstances.) The manufacturers and/or importers are required to inform their suggested retail 

prices, including the cost structures of their products, to the Excise Department.  

The ceiling ad valorem excise tax rates in the Act are 80% for passenger cars and passenger car with no 

more than 10 seats, while pick-up trucks with a total weight of no more than 4,000 kg. are subject to 40% 

tax rate. The applicable excise tax rates for automobile vary depending on the emission rate of carbon 
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dioxide and exhaust to the atmospheric particulate matter (PM) 2.5. Below is the summary table of excise 

tax rates for automobile.  

Type Applicable 
ad valorem 
excise tax 

rate 

Passenger car and bus with less than 10 occupied persons and 

cylinder capacity less than or equal to 3,000cc 

25 to 35 

Passenger car and bus with less than 10 occupied persons and 

cylinder capacity more than or equal to 3,000cc 

40 

Pick-up passenger vehicle (PPV) 20 to 40 

Double cap vehicle 6 to 40 

Passenger car (that is made from a pick-up truck or chassis 

with the windshield of a pick-up truck or modified from a 

pick-up truck) 

2.5 to 40 

Passenger car or public transport vehicle with seating not 

exceeding 10 seats used as an ambulance of a government 

agency, hospital or charitable organization  

0 

Hybrid electric vehicle with seating not exceeding 10 seats 8 to 40 

Electric powered vehicle with seating not exceeding 10 seats 8 

Fuel cell powered vehicle with seating not exceeding 10 seats 8 

Economy car meeting international standards 10 to 14 

Passenger car or public transport vehicle with seating not 

exceeding 10 seats using alternative energy with cylindrical 

volume not exceeding 3,000cc; using not less than 85% 

ethanol mix with gasoline available generally petrol stations 

20 to 40 

Passenger car or public transport vehicle with seating not 

exceeding 10 seats using alternative energy with cylindrical 

volume not exceeding 3,000cc; being capable of operating on 

natural gas 

20 to 40 

Motorcycle 0 to 20 

The excise tax exemption is provided for manufactured or imported prototype motorcycles and 

automobiles used for research, development or testing purposes. A request for the exemption must 

be submitted to the Excise Department before removal of the prototype from the manufacturing place or 

before imports. The manufacturers and importers must comply with the criteria, procedure and conditions 

provided in the Excise Notification.   

1.2. Import VAT 

The importation of cars into Thailand is a taxable event and import VAT is due upon the payment of import 

duty or furnishing security or surety for the import duty, except where the goods are free of or exempt from 

import duty. Liability is deemed to arise on the date of issuing of a customs entry under the law governing 

customs. 
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The present rate of VAT is 7% based on CIF price plus import duty, excise tax and interior tax plus the 

special surcharge under the law governing the promotion of investment (where applicable) and any other 

taxes and fees listed by a Royal Decree. 

2. Car registration 
2.1. When does a car need to be registered? 

A vehicle must be registered prior to being used in Thailand. 

The following are examples of items that need to be notified to the registrar after vehicles have been 

registered: 

• Change of colour of vehicle 

• Change of owner of vehicle 

2.2. Who can register a car? 

A vehicle must be registered in the name of the owner, except that in the case of a vehicle being sold under 

a hire-purchase agreement, the name of the lessee (person with right of possession of the hire-purchased 

vehicle) will also be included in the car registration as the person possessing the vehicle. 

2.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, but the foreign owner must have a work permit or a certificate of residence in Thailand. 

2.4. Can a vehicle with a foreign number plate be used on public roads? 

A vehicle driven on public roads in Thailand cannot use foreign number plates except in the case of a 

foreign-owned vehicle which has been authorised to enter the country temporarily at a border checkpoint 

or by the Thai Department of Land Transportation. 

3. Car taxation 
3.1. What are the different car taxes? 

There are various types of car taxes, as follows: 

• Car tax levied based on the cylinder capacity of the vehicle, e.g. private cars with no more than seven 

seats, etc. (if a company is the owner of the vehicle and it is not being sold under a hire-purchase 

agreement to an individual, the car tax will be double the normal rate). 

• Car tax levied based on the weight of the vehicle, e.g. private cars with more than seven seats, 

vehicles for providing services, etc. 

• Car tax levied on each vehicle, e.g. tractors for agricultural work, motorcycles, etc. 

• Car tax levied at half of the stipulated rate for vehicles using natural gas, energy-saving parts 

according to the regulations, etc. 

3.2. Registration tax 
3.2.1. Taxable event 

The car registration tax is payable when the car is first registered and thereafter annually. 

3.2.2. Taxable person 

The owner of the vehicle, or the person who has right of possession under a hire-purchase agreement, is 

liable to pay the car registration tax. 

3.2.3. Tax due 

The car registration tax may be paid at any time within three months prior to the expiration date. 
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3.2.4. Tax period 

The car registration tax is paid annually. 

4. Income taxes – corporate taxable entities 
4.1. Hire purchase: Supply of goods 
4.1.1. Lessee 

Vehicles acquired by means of hire-purchase are regarded as fixed assets for both accounting and tax 

purposes.  However, the vehicle values to be used to calculate depreciation are different. 

For tax purposes, the vehicles must be recorded at the total hire purchase price (cash price plus finance 

costs). Hence, the total payments to be made under the hire purchase contract should be regarded as the 

cost of the assets subject to depreciation according to the rules and rates contained under the Revenue 

Code. Moreover, the depreciation is allowed to be deducted in each accounting period cannot exceed the 

amount of the hire-purchase or instalment price payable in that accounting period. 

4.1.2. Lessor 

Hire purchase business is regarded as sale and purchase of an asset. Lessor would have to recognise the 

entire profit from sale of the asset (i.e. the  difference between the cash selling price and the cost of the 

property under the hire purchase or instalment sale) as the revenue of that accounting period in which the 

hire purchase takes place, and treat interest on the hire purchase (i.e. the difference between the entire 

amount payable under the agreement and the cash price) as revenue for each period according to the 

generally accepted accounting method. 

4.2. Leasing: Supply of services 

The tax law does not differentiate between an operating lease and a finance lease. A leasing contract is 

treated as an operating lease for tax purposes regardless of its treatment for accounting purposes. 

4.2.1. Lessee 

In the case of a passenger car or a bus with seats for no more than ten passengers, lease rentals paid are 

deductible for corporate tax purposes subject to a maximum of THB 36,000 per car per month, or THB 

1,200 per car per day, inclusive of VAT. However, this restriction does not apply in the case of vehicles used 

in the car rental business provided that they are not used in any other business, either partially or wholly. 

In such a case, the full amount of the rent is deductible and the VAT amount creditable against output VAT 

in the monthly VAT return (section 5.2 below referred). 

Car-related expenses, such as fuel, are tax deductible for the lessee. Repair costs are also deductible 

provided that the lessee is required to absorb such costs under the lease agreement. 

4.2.2. Lessor 

Since the title to the leased car belongs to the lessor, the lessor is entitled to depreciate the full amount of 

its cost over the useful life, provided that the vehicle is used in the car rental business and not in any other 

business, either partially or wholly. The maximum annual rate of depreciation permitted is 20%. 

When, under a finance lease, the lessee exercises the right to buy the leased car, the remaining net book 

value of the car can be offset against the income from the sale in the accounting period in which the sale 

takes place. Any gain or loss on the sale would be included in the corporate income tax return. 
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5. VAT 
5.1. General 

VAT is levied on the supply of goods or provision of services in Thailand by VAT registered operators, as 

well as on the importation of goods by importers. The current rate of VAT is 7%. An exception is made to 

the importation of prototype cars or motorcycles for the purpose of research, development or testing which 

are approved to be exempted from excise tax under the excise tax law.  

The 0% VAT rate applies to the export of goods from Thailand, as well as to services performed in the 

country but used abroad. 

5.2. Deduction 

For VAT-registered operators, the input VAT directly incurred in their businesses is, in principle, entirely 

creditable against their output VAT. 

However, with respect to input VAT arising from the purchase, hire purchase, lease or acceptance of 

transfer of a passenger car or a bus with seats for no more than ten passengers, and input VAT arising from 

the purchase of goods or the receipt of services related to such vehicles, the entire amount of input VAT 

cannot be credited against output VAT in the monthly VAT return. 

Exceptions to the above rule apply in the case of 

• Businesses selling passenger cars or buses with seats for no more than ten passengers; 

• Car rental businesses; 

• Companies providing insurance for passenger cars or buses with seats for no more than ten 

passengers. 

Input VAT that is not eligible to be credited can be treated as a tax-deductible expense in the corporate 

income tax return. 

5.3. Hire purchase: Supply of goods 

For VAT purposes, hire purchase is a supply of goods whereby the VAT liability arises each time the 

instalment payment becomes due under the contract. However, if any of the following acts occurs earlier, 

the liability is deemed to arise upon the occurrence of such act: 

• Receipt of payment for the price of the goods 

• Issuance of a tax invoice 

The lessor must charge the lessee VAT at the rate of 7% on the amount of the instalment payment on each 

due date. The lessor has to pay VAT as of each due date even if the lessee is in default unless the contract 

has been terminated. 
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5.4. Leasing: Supply of services 

A lease agreement, whether operating or finance, whereby the lessee must exercise a purchase option (if 

any) in order to legally acquire the vehicle, is considered to be a service for VAT purposes. The liability to 

pay VAT will arise when the lease payment is made. However, if any of the following acts occurs earlier, the 

liability is deemed to arise upon the occurrence of such act: 

• Issuance of a tax invoice 

• Use of the service, whether by the supplier or by any other person 

The lessor must charge the lessee VAT at the rate of 7% on the amount of the rental. 

On the expiry of the finance lease period, if the lessee exercises the right to purchase the leased vehicle, the 

VAT liability will arise immediately (or on the date on which the lessee has agreed to purchase the leased 

vehicle), since the leased vehicle is already in the lessee’s possession. 

6. Company car 
6.1. VAT due on private use of company cars 

The private use of a company car by an employee would be deemed to be a rental of the car by the company 

to the employee. Hence it would be treated as a provision of service for VAT purposes. 

Consideration for the service would be imputed based on the market price in order to compute the amount 

of VAT payable thereon. However, the consideration could be lower than the market price if there are 

justifiable grounds, such as welfare given to employees in general and announced as a company policy. 

If the company car is used only for business by an employee, no VAT would be charged. 

6.2. Company car in personal tax returns – benefit in kind 

The private use of a company car by an employee would be treated as a taxable benefit in kind. Similar to 

VAT, the market price of the deemed service would be included in the employee’s personal income tax 

return. However, where there are justifiable grounds, the consideration might be lower than the market 

price. 

The use of a company car by an employee solely for business purposes is not treated as a benefit in kind 

subject to personal income tax. In this case, supporting evidence regarding the use of the company car for 

business purposes should be available for substantiation. 

6.3. Deductibility 

The cost of a company car that is used for both business and private purposes is tax deductible in the form 

of depreciation. The maximum annual rate of depreciation permitted is 20%. In respect of a company car 

which is classified as a car or a bus with seats for no more than ten passengers, and which is not entirely 

used in the car rental business, the depreciation can be computed only on that part of the cost that does not 

exceed THB 1 million. However, depreciation of prototype cars used for the purpose of research, 

development or testing which are approved to be exempted from excise tax under the excise tax law is not 

subject to the maximum of THB 1 million. Upon the sale of such car, only the net book value arising from 

the part of the cost subject to tax depreciation may be deducted against the sale proceeds to determine the 

taxable gain or loss on the sale. 

7. Income taxes – drivers’ personal taxation 
The cost of a private car is not allowed as a deduction in the personal income tax return. 

Where an individual is carrying on a trade, business or profession, the rules for deductibility of expenses 

are the same as for companies (actual costs/expenses proved according to the tax law) unless the taxpayer 

is unable to provide suitable evidence of such expenses, in which case standard deductions specific to the 

type of business may be applied. 
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7.1. Private use 

The costs incurred in respect of the private use of a vehicle are not deductible in the employee’s personal 

tax declaration. 

7.2. Fuel cost 

In the case where the actual cost incurred for fuel is reimbursed to an employee using his private car for the 

business of a company, it would not be a taxable benefit of the employee. 

However, if the fuel cost is paid in the form of a fixed allowance, regardless of the actual amount spent, or 

is paid in excess of the rate stipulated by the government, it would be treated as a taxable benefit of the 

employee. 

Currently, the fuel cost rate stipulated by the government is THB 4 per kilometre for a car and THB 2 per 

kilometre for a motorcycle. 

8. Selling a car 
8.1. Taxable persons 

A VAT registered operator, either individual or corporate, is required to charge VAT when selling cars that 

have been used either in a business or privately by an employee. 

The 0% VAT would apply in the case of an export sale. 

The VAT paid on the purchase of car by a VAT-registered operator cannot be recovered if the car is 

classified as a car or a bus with seats for no more than ten passengers. 

8.2. Private individuals 

A private individual who does not sell cars in a commercial or professional business is not required to 

charge VAT upon the sale of the car. 

The VAT paid on the purchase of a car by a private person cannot be recovered. 

9. Future developments 
On January 1 2020, Thailand’s Control on Weapons of Mass Destruction (TCWMD) Act which was 

announced in the National Gazette on April 30, become effective. However, there haven’t been any sub-

regulation announced following the TCWMD. Due to the COVID-19 pandemic and economic downturn, the 

government may not implement the licensing controlling measure. A catch-all control (CAC) is likely 

implemented at the beginning of January 2021 and mainly focus on dual-use items, end-user, and end-user 

screening only (not on all exported goods).  

Automotive industry is one of the industries which is most likely to be impacted.  

In addition, there is a plan to increase excise tax rate on automobiles in 2025. It is expected that the 

announcement on the changes will be made in 2022 or later.   
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Turkey 

1. Car registration 
1.1. When does car need to be registered? 

For a car to be put into the free circulation, it must be registered by the ‘traffic registration’ department of 

the Police Office. In accordance with the related legislation, the registration procedures of the cars should 

be completed within three months following the issuing of the invoice 

1.2. Who can register a car? 

The car should be registered in the name of the owner of the car. The owner can be real or legal persons. 

For the registration of the car in the name of the legal persons, the official document of the company in 

Turkish trade registry should be submitted, together with the list of authorized signatures of the company. 

The registration process can be followed up via the commissionaires, upon the submission of the related 

power of attorney. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

Yes, it is possible for foreigners to register the cars in their own name. In that manner, the foreigners 

working in Turkey with a work permit and a residence permit can register the cars on their own name 

within the status of ‘visiting vehicles’. The foreigners also do not pay the below-mentioned local purchase 

taxes, on condition that they provide bank guarantee letters for the amount of the taxes. 

The cars owned by the foreigners in that context have specific licence plates, including the letters ‘MA’ and 

‘MZ’. They cannot be used other than the 1st degree relatives of the foreigners. In addition, these cars 

cannot be sold to Turkish citizens but only to other foreigners in Turkey. 

1.4. Can a vehicle with a foreign number plate be used on public roads? 

The free importation of the second-hand foreign cars in Turkey is not allowed. However, the visitors for 

touristic purposes may use their own cars under certain conditions and for a limited time period. 

2. Car taxation 
2.1. What are the different car taxes? 

In Turkey, there are mainly two types of taxes for cars. The first type includes the indirect taxes paid during 

the purchase of the cars. These taxes are special consumption tax and the value added tax. The second type 

is some sort of a circulation tax known as motor vehicle tax and paid annually by the owner of the car. 

2.2. Taxes on purchase of the car – Special consumption tax  

Special consumption tax is an indirect tax due for the list of the goods stated in its particular Law. The 

passenger cars are also in this list and subject to special consumption tax. 

2.2.1. Taxable event 

For the passenger cars, the special consumption tax is accrued during the sale of the car to the end-user, 

before the registration. The special consumption tax is accrued and paid only in the first registration of the 

passenger cars. Hence, the change in the owner of the car due to sale or for other reasons does not trigger 

additional special consumption tax liability. 

2.2.2. Taxable person 

The payment liability of the special consumption tax lies with the seller of the passenger car to the end 

user. On the other hand, as an indirect tax, special consumption tax is charged by the seller to the customer 

within the invoice. 
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Passenger cars sold to handicapped people are exempted from special consumption tax with some 

conditions. 

2.2.3. Tax due 

The amount of the special consumption tax depends on the type, engine power and sales price of the 

vehicles (“sales price” definition in this section refers to the special consumption tax base which may differ 

from the sales price in some conditions). 

It is calculated by applying the pre-determined rates on the sales price of the cars. The effective special 

consumption tax rates of 2020 are as follows: 

Vehicles Tax Rate (%) 

Tow trucks for partial trailers 4 

Motor vehicles (for human transportation)  

Bus 1 

Midi bus 4 

Mini bus 9 

Passenger cars   

Engine capacity less than 1600 cc  

Sales price up to 70.000 TRY 45 

Sales price between 70.001 TRY – 120.000 TRY 50 

Sales price more than 120.001 TRY 60 

Engine capacity between 1600 cc to 2000 cc  

Sales price up to 170.000 TRY 100 

Sales price more than 170.001 TRY 110 

Engine capacity 2000 cc and more 160 

Hybrid vehicles  

Vehicles which have engine capacity between 1600 cm3 and 2000 cm3, with an electric 
motor power exceeding 50 KW and an engine capacity less than 1800 cm3 

 

Sales price up to 85.000 TRY 45 

Sales price between 85.001 TRY and 135.000 TRY 50 

Sales price more than 135.001 TRY 60 
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Vehicles Tax Rate (%) 

Vehicles which have engine capacity more than 2000 cm3, with an electric motor 
power exceeding 100 KW and an engine capacity less than 2500 cm3 

 

Sales price up to 170.000 TRY 100 

Sales price more than 171.001 TRY 110 

Electric passenger cars  

Less than 85kW 3 

Between 85kW – 120kW 7 

120kW and more 15 

Light commercial vehicles   

Less than 2000 cc (not heavier than 850 kg) 15 

Between 2000 cc and 2800 cc (heavier than 850 kg) 15 

Electric light commercial vehicles 10 

Commercial vehicles for transportation of goods  

Less than 3000 cc 10 

Between 3000 cc to 4000 cc 52 

4000 cc and more 75 

Electric commercial vehicles for transportation of goods  

Less than 85kW 10 

Between 85kW – 120kW 52 

120kW and more 75 

Motorcycles   

Less than 250 cc 8 

250 cc and more 37 

Electric motorcycles  

Less than 20kW 3 

20kW and more 37 
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Vehicles Tax Rate (%) 

Others  

Golf cars and similar vehicles 6,7 

 

2.2.4. Tax period 

The special consumption tax is paid to the related tax office by the seller during the sale of the car to the 

end-users, before the official registration. 

2.3. Taxes on purchase of the car – Value Added Tax  

The second hand sale of the passenger cars, is subject to VAT at the rate of 1%. 

2.3.1. Taxable event 

The value added tax is accrued upon the sale of a passenger car. 

2.3.2. Taxable person 

The payment liability of the VAT for the sale of passenger cars lies with the seller. As special consumption 

tax, the VAT is charged to the end-user within the invoice. 

2.3.3. Tax due 

The VAT rate is 18% for the first-hand sales and 1% for the second-hand sales of the passenger cars. The tax 

base is the total of the price of the car and the related special consumption tax. 

2.3.4. Tax period 

The VAT for the sale of the car is filed to the tax office in the 26th day of the month following the sale of the 

car. As per the recent changes made on the VAT declaration and payment process, the VAT payment should 

be performed by the 26th day of the following month as well. 

2.4. Taxes on purchase of the car – numeric example 

As a summary of the above-stated explanations, the tax burden on the purchase of a passenger car will be 

calculated as follows: 

A - The type of the car: Engine with 1.800 cc 

B - The sales price: 200,000 TRY 

C - The special consumption tax (B * 110%): 220,000 TRY 

D - The value added tax [(B + C)* 18%]: 75,600 TRY  

E - Total tax burden (C + D): 295,600 TRY 

F - The total sales price (E + B): 495,600  TRY 

G -The ratio of the tax burden on price (E / B): 148% 

2.5. Annual circulation tax – Motor Vehicle Tax 
2.5.1. Taxable event 

Motor Vehicle Tax, which is an annual circulation tax in Turkey, is levied due to the fact that a vehicle is 

registered in Turkey. 

2.5.2. Taxable person 

The annual circulation tax is due for the real or legal persons for whom the car is registered. 
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2.5.3. Tax due 

The motor vehicle tax calculation methodology was changed on December 5, 2017 due to change on Motor 

Vehicle Tax Law. The previous taxation criteria is still valid for the vehicles registered prior to December 

31, 2017. The new practice is valid for the vehicles registered starting from January 1, 2018. Please see the 

motor vehicle tax duty of vehicles depending on the registration date below: 

2.5.4. The Motor Vehicle Tax for the vehicles registered starting from January 1, 2018 

By changing the basis of taxation of passenger car, station wagon, off-road vehicles and similar vehicles, the 

“tax value” of the vehicle is added as new taxation criteria (the definition of tax value means the VAT base 

of the motor vehicle). Before the change, the age of the vehicle and engine capacity were used as taxation 

criteria. With this change, the value of the vehicle is added as the third criteria for the taxation. The motor 

vehicle tax will be paid in 2020 for the vehicles registered starting from January 1, 2018 are as follows: 

Engine 
Capacity 
(cm³) 

Tax Value (TRY) 
Line 
Number 

Age of vehicles and tax payable per year (TRY) 

1 to 3 
year 

4 to 6 
year 

7 to 11 
year 

12 to 
15 year 

16 year 
and 
more 

1- Passenger car, station wagon, off-road vehicles and similar vehicles  

Up to 
1.300 cm³  

Up to 51.800 1 
                   

964  
                  

672  
                   

376  
                   

284 
                     

100  

Between 51.800 - 
90.800 

2 
                   

1,059  
                   

739 
                  

413 
                   

313  
                   

110  

More than 90.800 3 
               

1,156  
                   

806  
                   

451  
                   

341 
                   

120  

1.301 cm³ 
to 1.600 
cm³  

Up to 51.800 4 
               

1,678  
                

1,258  
                   

730  
                   

516  
                   

198  

Between 51.800 - 
90.800 

5 
               

1,846  
               

1,384  
                   

803  
                   

566  
                   

217  

More than 90.800 6 
               

2,014 
               

1,510  
                   

875  
                   

618  
                   

237  

1.601 cm³ 
to 1.800 
cm³ 

Up to 129.800 7 
                

3,260  
               

2,549  
               

1,499  
                   

915  
                   

355  

More than 129.800 8 
               

3,557  
               

2,779  
               

1,637 
                   

999  
                   

387  

1.801 cm³ 
to 2.000 
cm³  

Up to 129.800 9 
               

5,136  
               

3,955  
              

2,325  
               

1,384  
                   

545  

More than 129.800 10 
              

5,603  
               

4,316  
               

2,536  
               

1,510  
                   

594  

2.001 cm³ 
to 2.500 
cm³  

Up to 162.100 11 
               

7,704  
               

5,593  
               

3,494  
               

2,087  
                   

826  

More than 162.100 12 
              

8,405  
               

6,101  
               

3,811  
               

2,278  
                   

901  

2.501 cm³ 
to 3.000 
cm³ 

Up to 324.400 13 
               

10,741  
               

9,345  
               

5,838  
               

3,140  
               

1,152  

More than 324.400 14 
            

11,719  
               

10,194  
               

6,369  
              

3,426  
                

1,257  

3.001 cm³ 
to 3.500 
cm³ 

Up to 324.400 15 
            

16,358  
             

14,720  
               

8,867  
               

4,426  
               

1,622  

More than 324.400 16 
             

17,847  
             

16,057  
               

9,672  
                

4,828  
               

1,771  

3.501 cm³ 
to 4.000 
cm³ 

Up to 519.200 17 
            

25,720  
             

22,210  
             

13,080  
               

5,838  
              

2,325  

More than 519.200 18 
            

28,060  
             

24,228  
            

14,271  
               

6,369  
               

2,536  

4.001 cm³ 
or more 

Up to 616.500 19 
            

42,097  
               

31,568  
             

18,696  
              

8,403  
                

3,260  

More than 616.500 20 
            

45,924  
            

34,438  
             

20,396  
               

9,166  
               

3,557  
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2.5.5. The Motor Vehicle Tax for the vehicles registered prior to December 31, 2017 

For the vehicles registered prior to December 31, 2017, the motor vehicle tax amounts will be applicable for 

2020 are as follows: 

Engine Capacity (cm³) 

Age of vehicles and tax payable per year (TRY) 

1-3 year 4-6 year 7-11 year 
12-15 
year 

16 year 
and more 

Passenger car, station wagon, off-road vehicles and similar vehicles 

Not over 1.300 cm³ 
                                        

964  
                  

672  
                   

376  
                   

284  
                     

100  

1.301 cm³ to 1.600 cm³ 
                                   

1,678  
                

1,258  
                   

730  
                   

516  
                   

198  

1.601 cm³ to 1.800 cm³ 
                                   

2,964  
               

2,316  
                

1,364  
                   

831  
                   

322  

1.801 cm³ to 2.000 cm³ 
                                   

4,670  
               

3,596  
               

2,114  
                

1,258  
                   

496  

2.001 cm³ to 2.500 cm³ 
                                   

7,003  
               

5,084  
               

3,177  
               

1,898  
                   

751  

2.501 cm³ to 3.000 cm³ 
                                   

9,766  
                

8,495  
               

5,307  
               

2,854  
                   

1,048  

3.001 cm³ to 3.500 cm³ 
                                 

14,872  
             

13,381  
               

8,060  
               

4,023  
                

1,476  

3.501 cm³ to 4.000 cm³ 
                                

23,383  
             

20,191  
             

11,891  
               

5,307  
               

2,114  

4.001 cm³ or more 
                                 

38,270  
            

28,698  
             

16,996  
               

7,638  
               

2,964  

 

Above motor vehicle taxes are levied for fuel powered vehicles. The taxes for electric cars is separately listed 

on Motor Vehicle Tax Law and electric vehicles are subject to tax for 25% of same type of fuel powered 

vehicle depending on their electricity power (kwh). Latest Motor Vehicle Tax amounts will be applicable for 

electric vehicles for 2020 are as follows: 

   Age of vehicles 

Power 
(kwh) 

Tax Value (TRY) 
Line 
Number 

1 to 3 
year 

4 to 6 
year 

7 to 11 
year 

12 to 
15 year 

16 
year 
and 
more 

Up to 
70kW 

Up to 51.800 1 241 168 94 71 25 

Between 51.800 - 
90.800 

2 265 184 103 78 27 

More than 90.800 3 289 201 112 85 30 

70kW to 
85kW 

Up to 51.800 4 420 315 182 129 49 

Between 51.800 - 
90.800 

5 462 346 200 141 54 

More than 90.800 6 504 378 218 154 59 

85kW to 
105kW 

Up to 129.800 7 815 637 375 228 88 

More than 129.800 8 889 695 409 249 96 

105kW to 
120kW 

Up to 129.800 9 1,284 989 581 346 136 

More than 129.800 10 1,401 1,079 634 378 148 

120kW to 
150kW 

Up to 162.100 11 1,926 1,398 874 522 206 

More than 162.100 12 2,101 1,525 953 570 225 

Up to 324.400 13 2,685 2,336 1,460 785 288 
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150kW to 
180kW 

More than 324.400 14 2,930 2,549 1,592 857 314 

180kW to 
210kW 

Up to 324.400 15 4,090 3,680 2,217 1,107 406 

More than 324.400 16 4,462 4,014 2,418 1,207 443 

210kW to 
240kW 

Up to 519.200 17 6,430 5,553 3,270 1,460 581 

More than 519.200 18 7,015 6,057 3,568 1,592 634 

240kW or 
more 

Up to 616.500 19 10,524 7,892 4,674 2,101 815 

More than 616.500 20 11,481 8,610 5,099 2,292 889 

 

2.5.6. Tax period 

Motor Vehicle Tax is assessed on annual basis. It is paid in two instalments, one in January and the other 

in July. 

3. Direct taxation – level of deduction 
3.1.1. Restriction on company car related expenses 

In accordance with the Income Tax Law, article 40(5), the costs of the cars that are acquired via purchasing 

or leasing can be deducted from the tax base, on condition that they are utilized solely for business 

purposes. There is an important amendment on this provision which is effective starting from 2020 with a 

Law accepted in the Parliament on December 2019. Several limitations are applied for the tax deductions 

taxpayers are allowed to claim for cars used in business activity: 

▪ One of the limitations is the TRY 5,500 cap on the monthly payment for rent that is tax deductible. If 

the rent is above the cap, the excess portion has to be considered as non-tax deductible expense. 

▪ In the case of purchased cars, the law limits the cost that can be used to calculate the tax-deductible 

depreciation expense. The maximum car value that can be used to calculate the tax-deductible 

depreciation expense (irrespective of the actual amount incurred for acquisition) is TRY 160,000 for 

purchases in 2020 (TRY 300,000 if acquisition taxes such as special consumption tax and value added 

tax are capitalized to the cost of the car). 

▪ The law also brings a 70% limitation for tax deductible expenses for the maintenance and use of a car. 

The remaining 30% will be treated as a non-deductible expense for tax purposes. 

▪ Another limitation for purchased cars is the TRY 140,000 cap on the deduction for the special 

consumption tax and value added tax paid upon purchase. Please see detailed explanations in section 

4.2. 

These limitations are not applicable for the companies which operate these passenger cars for profit-

making purposes. Expenditures related to commercial vehicles are not within the scope of these 

limitations. 

3.1.2. Depreciation of passenger cars 

The general depreciation rate applied for the passenger cars is 20% (5 years). As indicated above, the 

maximum passenger car value that can be used for calculating the tax-deductible depreciation expense is 

160,000 TRY (300,000 TRY if acquisition taxes such as special consumption tax and value added tax are 

capitalized to the cost of the car) for purchases in 2020. Exceeding amounts have to be considered as non-

tax deductible expense during the calculation of corporate income tax or income tax base.  

3.1.3. Other topics on tax deductibility 

When company cars are used for private purposes as well, in accordance with the Income Tax Law a benefit 

in kind should be considered as salary and subjected to income taxation. 

On the other hand, there are no concrete methods, guidelines or lump-sum ceilings provided by the tax 

legislation for the determination of the business use or private use; hence it is up to the employers to 
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determine the private use and the related benefit in kind. Since the proof of private use is quite difficult, the 

tax authorities do not tend to have major criticism on these determinations. 

4. VAT 
4.1. General 

Deliveries of goods and services are subject to VAT at rates varying from 1% to 18%. The general rate is 

18%.  

The sale of new passenger cars is subject to 18% VAT. 

The VAT rate for the operational or financial leasing of the passenger cars is also 18%. 

The second hand sale of the passenger cars and that of the vehicles which are designed specifically for the 

passenger transportation is subject to VAT at the rate of 1%.  

On April 6, 2018, a change on calculation of VAT base for sale of second hand vehicles was announced. The 

Law has brought a new rule for calculating the tax base in the sale of second-hand vehicles purchased from 

non-taxpayers. In such cases, the tax base will be equal to the difference between the purchase price and 

the sale price. The new rule is valid starting from June 1, 2018. 

4.2. Deduction 
4.2.1. VAT deduction on purchasing of passenger cars 

In accordance with the VAT Law, the VAT paid for the purchase of passenger cars is not deductible in the 

scope of VAT deduction. On the other hand, the VAT of passenger cars that are purchased by the leasing 

companies to be leased, or by other companies which will operate the cars for profit-making purposes, can 

be considered as deductible VAT. 

VAT payments made for purchasing of passenger cars can be considered as an expense or can be 

considered as cost of passenger car and subject to depreciation. As per the recently added provisions to the 

article 40 of Income Tax Law brings some limits to the deductible expense amount arising from purchase 

of passenger cars. According to this change, the companies may only deduct the VAT and SCT total of 

140,000 TRY related to the acquisition values of passenger cars. Exceeding amounts should be considered 

as non-tax deductible expense.  

4.2.2. VAT deduction  on car-related expenses 

The deductibility of the VAT of the car-related expenses (fuel-oil, maintenance, etc.) depends on the 

purpose of the usage of the cars. The VAT of the expenses for the cars that are used just for business 

purposes can be directly considered as deductible VAT. Starting from 2020, some limitations are applicable 

for passenger cars as indicated in section 3. These limitations on VAT side: 

▪ VAT payments for rental vehicles exceeding TRY 5,500 cap can not be considered as deductible VAT. 

The VAT payments up to TRY 5,500 cap can be considered as deductible VAT. 

▪ VAT payments correspondences to 30% of car related expenses (fuel, maintenance etc) cannot be 

considered as deductible VAT. VAT payment related to 30% of car related expenses can be considered 

as deductible VAT. 

On the other hand, the expenses for the cars that are used for private purposes either by the employees or 

by the senior management of the company should be considered as benefit provided by the company and 

the VAT included expenses should be treated as taxable benefit in kind. Hence, such VAT cannot be 

recorded as deductible VAT. 

On the other hand, the Ministry of Finance does not have any lump-sum, pre- defined limits for the 

determination of the business use or the private use of the cars and leaves the separation to the discretion 

of the companies. 
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5. Company car 
5.1. Corporate tax deductibility 

In accordance with the Income Tax Law, article 40(5), the costs of the passenger cars that are acquired via 

purchasing or leasing can be deducted from the tax base on condition that they are utilized for solely 

business purposes. Please see section 3 for more detailed insights regarding the deductible expenses when 

determining the corporate tax base.  

5.2. VAT deductibility 

Whether for business use or not, the VAT of the purchased cars, as stated in section 4, cannot be 

considered as deductible VAT. Please see section 4 for more detailed insights regarding the VAT 

deductibility of company cars.  

6. Income taxation – drivers’ personal taxation 
6.1. Private use 

In accordance with the Income Tax Law, except for certain exemptions, all kinds of benefits either in form 

of cash or benefit in kind should be considered as salary and be subjected to income taxation. 

Within the same logic, regarding the allocation of the car for both business and private uses, the private use 

should be distinguished and should be subject to income taxation.  

On the other hand, there are not any concrete methods, guidelines or lump-sum ceilings provided by the 

tax legislation for the determination of the business use or private use. Such separation is left for the 

discretion of the companies. Therefore, since the proof of private use is also quite difficult, the tax 

authorities have not made major criticism yet claiming the abuse of the business use.  

6.2. Private car in the personal tax return 

Regarding the deductibility of the private car related expenses in the personal tax return; a separation 

should be made between the employees and the other taxpayers of the income tax (tax payers of 

commercial profit or profit from independent professional services). 

Please note that the limitations explained in sections 3 and 4 are also applicable for real persons who are 

obliged to file income tax return due to the professional independent services. In cases of the income tax 

return of the individuals that have profit from independent professional services, the expenses of the 

passenger cars that are used for business purposes can be deducted from the income tax base with the 

same limitations explained in previous sections. 

Regarding the employees, the expenses related to their private cars cannot be considered as deduction in 

any manner, for the income tax purposes.  

7. Electric vehicles 
Please refer to section 2.2 for the special consumption tax rates relating to  

electric and hybrid vehicles and section 8 for future developments on implementation of motor vehicle tax 

on electric vehicles. 

8. Future developments 
Motor vehicle sales in 2019 fell 20% year-on-year due to the continual devaluation of Turkish Lira and 

increase on financing cost. In 2019, the government implemented temporary cuts to increase sales volume 

of domestic market. The VAT rate on certain commercial vehicles which are otherwise taxed at 18% were 

reduced to 1%. For specific passenger cars with engine size of 1600 cc and below, SCT reductions were 

applied. There is an expectation in Turkish market for the implementation of these tax cuts in following 

years as well.  
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9. Legal background 
• Income Tax Law (act no: 193) 

• Corporate Tax Law (act no: 5520) 

• Tax Procedural Law (act no: 213) 

• VAT Law (act no: 3065) 

• Motor Vehicle Tax Law (act no: 197) 

• Special Consumption Tax Law (act no: 4760) 
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Ukraine 

1. Importation of cars 
When importing cars into Ukraine, legal entities and individuals must submit an import customs 
declaration to the customs authorities and pay import duty, excise duty and VAT. These taxes are payable 
prior or at the moment of customs clearance of the cars. 

1.1. Customs duties 
The cars imported into Ukraine are subject to import duty according to the rates established by the 
Ukrainian Customs Tariff (0%–10% depending on the type and the country of origin of the vehicle).  

Imported cars may be exempted from import duty if they originate in countries which have ratified free-
trade agreements with Ukraine (CIS countries (except the Russian Federation), Georgia, Macedonia, 
Montenegro and Canada). Certain cars originating in the EFTA countries may be imported with 
application of reduced import duty (depends on the tariff code). Also, Ukraine reduced import duties for 
the EU originating cars under the EU-Ukraine Association Agreement. The Agreement provides for further 
full duty elimination by gradual reduction of rates within the 7-10 years depending on the tariff code of a 
car. 

In order to apply for duty exemption or reduced duty rates, the imported cars should fulfil the preferential 
rules of origin: 

● for CIS countries - the value of non-originating components should not exceed 50% of the total 

value of the cars, and some specific technological operations must be performed in the 

manufacturing country;  

● for Macedonia, the EFTA countries and the EU - the value of non-originating components should 

not exceed 40% of the car’s price; for Canada and Montenegro - 50%). 

Transit delivery of cars through the territory of Ukraine will require a guarantee covering a potential 
customs debt (using Carnet TIR procedure - available in case of import by legal entity; placing cash  
deposits in the amount equals to customs duty, excise duty and VAT on the bank account of the customs 
authority - usually used in case of import by a private person; or providing a financial guarantee from an 
approved  guarantor). An individual-non-resident of Ukraine is not required to submit any guarantее for 
transit delivery by car with foreign registration. Transit time is up to 10 days (or 5 days if the transit is 
within control of the one customs office). 

1.2. Import ban for cars from Russia 
The cars originating in Russia are prohibited for import into Ukraine from 1 January 2020 till 31 
December 2020. However, the embargo period, most likely, will be extended. 

1.3. Import VAT 
Import VAT on cars is applied at a rate of 20% and payable both by legal entities and individuals. The tax 
base for import VAT is the contract value, but not lower than the customs value of the imported cars, plus 
an amount of customs duty and excise duty. 

The following vehicle imports into Ukraine are exempt from VAT: 

● imported vehicles to be used by disabled individuals or diplomatic personnel; 

● imported vehicles to be used in antiterrorism operation, which is taking place in certain areas of the 

east region of Ukraine (specific types of vehicles); 

● vehicles imported as humanitarian aid (specific types of vehicles) or international technical 

assistance; 
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● till 31 December 2022 vehicles with electric engines (one or two) only. 

VAT paid for imported cars by legal entities (registered as VAT payers in Ukraine) is generally recoverable 
unless the cars are used in non-taxable transactions or out of the company’s business activity. There is no 
procedure in place in Ukraine that allows for deferring a payment of import VAT, or for offsetting pending 
import VAT with accumulated VAT receivables. 

1.4. Import excise duty 
The import of cars into Ukraine is subject to excise duty at specific rates depending on the engine capacity, 
engine type (petrol/diesel), and the age of the imported car: 

● for petrol cars: EUR 50–100 for engine capacity in cubic centimetre/1000 (multiplied by number of 

years from car manufacture), 

● for diesel cars: EUR 75–100 for engine capacity in cubic centimetre/1000 (multiplied by number of 

years from car manufacture), 

● for cars with electric engine: EUR 1 per a kilowatt-hour of engine capacity (despite of the age), 

● for cars with hybrid engine: EUR 100 per car (despite of the age). 

The import of cars into Ukraine to be used by disabled individuals or diplomatic personnel, as well as 
import of specific vehicles (e.g. ambulances) purchased for public funds, are exempt from excise duty. 

1.5. Certification procedure 
Cars imported in Ukraine are subject to compliance certification of conformity according to Ukraine’s 
national technical regulations. Import of new cars should be accompanied with a certificate of conformity 
confirming compliance with ecological standards no less than EUR 5 (from 1 January 2025 – EUR 6). 
When cars being in use are imported the customs authorities will require confirmation of compliance with 
ecological standards no less than EUR 2 (by certificate of conformity or other document).  Provision of 
documents confirmed compliance with ecological standards is not required for temporary import of cars, 
transit or for import of cars owned by expatriated individuals. 

2. Car registration 
2.1. When does a car need to be registered? 
It is illegal to use an unregistered vehicle in Ukraine. According to the Ukrainian legislation, owners of 
vehicles - legal entities/individuals (or their authorized representatives) are required to register such 
vehicles within ten days of its acquisition in Ukraine, their customs clearance into Ukraine. This deadline 
may be extended for owners of vehicles in case of a temporary illness of the applicant, a business trip, etc.  

Vehicles temporary imported into Ukraine by individuals for a period up to a month do not require 
registration. Longer period of stay will require temporary state registration with the Service Centre of 
Ministry of Internal Affairs of Ukraine within 10 days after importation without change of car plates and 
replacement of registration documents. 

In order to gain admission for temporary import into Ukraine, the vehicle must be registered with the 
respective authorities in the foreign country. 

Diplomatic mission import vehicle to Ukraine under the customs regime of temporary import. It is 
prohibited in Ukraine to use vehicle that submitted under the customs regime of temporary import, for 
business purposes. In case, diplomatic mission decides to sell the vehicle, it has to change the customs 
regime and pay customs duties under general regime.   

Distributors and dealers performing wholesale and retail of vehicles shall be registered as such in the Main 
Service Centre of Ministry of Internal Affairs of Ukraine. Both domestic manufactured or imported 
vehicles for such purposes shall be accounted in special journals (both written and electronic).  

Vehicles that are re-equipped with gas cylinder have to be re-registered with the Service Centre of Ministry 
of Internal Affairs of Ukraine. 
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Registration of each vehicle for its use on Ukrainian roads is usually performed during its acquisition by 
the end consumer. 

2.2. Who can register a car? 
The registration procedure is conducted after the vehicle’s legal owner or entities/individuals that legally 
use it (or their authorized representatives) submit an application for it. 

Both individuals and legal entities can register a vehicle. If there are more than one owner of a vehicle, 
only one person/entity can be listed as its registered owner, while other vehicle co-owners are expected to 
provide their written consent for its registration in the name of the aforementioned owner. A vehicle 
registration owned by an individual entrepreneur is performed according to the same procedure as for the 
individual.  

Vehicles owned by legal entities can be registered at the same address where the representative offices and 
subsidiaries of such legal entities are registered, provided the vehicles are generally kept at that location. 
In case of reorganization (e.g. merger, joining, spin-off), vehicles should be re-registered with the new 
address of the newly created legal entity.  

The registration of the vehicle owned by an individual could be conducted at any regional office of Service 
Centre of Ministry of Internal Affairs of Ukraine where the proper request for registration was submitted. 
It is required though, for the individual’s residential address to be provided on the vehicle registration 
application forms.  

Legal aliens residing in Ukraine on a temporary basis are required to register their vehicles at the address 
that is stipulated in the Temporary Residence Permit or Permanent Residence Permit registered with the 
relevant immigration authorities. In such a case, a written consent must be obtained from the hosting 
party. 

Only the person who temporary imported the car for private use in Ukraine can use it and for private 
purposes only. Such car cannot be operated as part of a commercial activity, and cannot be dismantled for 
parts, transferred for use to another person, leased, etc. 

Cars imported for free circulation in Ukraine should be registered based on a proper application and 
customs declaration. 

2.3. Is a foreign owner allowed to register a vehicle in the country? 
A legal alien who has a Ukrainian permanent residency permit can register a vehicle on the general 
grounds applicable to Ukrainian residents. As an alternative, a legal alien can apply for temporary 
registration of a vehicle (as described above). In order to secure such temporary registration, the legal 
alien must have a registered place of residence in Ukraine (registered with the respective immigration 
authorities or indicated on the Temporary or Permanent Residence Permit). 

If a vehicle is to be registered under the temporary importation rules, certain specific details in regard to 
the customs regulations must also be taken into account (e.g. the permitted length of registration period, 
exemption for non-residents regarding payments of customs duties for temporary transportation of a 
vehicle to Ukraine). 

Vehicles, imported in Ukraine with a registration in another state, should be registered as for re-export. 

There are also limitations on registering certain types of vehicles in Ukraine. For example, it is impossible 
to register a bus that was converted from another vehicle type built for other purpose , except for those 
registered before April 1, 2008; a vehicle with a right steering position; a vehicle that is not equipped 
according to the law or at least one part of the vehicle that has a vehicle identification/registration number 
(VIN) missing. 

2.4. Can a vehicle with a foreign number plate be used on public roads? 
Generally, the use of vehicles without number plates or with number plates that are not in compliance with 
state standards (including foreign number plates) is prohibited in Ukraine, subject to the exceptions 
mentioned below. 
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The exception constitutes vehicles involved in international carriage. Also, non- residents are allowed to 
use a vehicle with foreign number plates temporarily after the car is imported into Ukraine. The period of 
such use shall not exceed a month after the import of the vehicle or, in case of the temporary registration 
of the vehicle, it shall not exceed period of temporary import. If the permitted period expires, such vehicles 
will be treated as unregistered. 

3. Car taxation 
3.1. What are the different car taxes? 
The following taxes and duties have direct and indirect impacts on the automotive industry in Ukraine: 

● Corporate profit tax (CPT) – see section 4 

● VAT – see sections 5, 6 and 8 (for import VAT, see section 1) 

● Excise duty – see section 3.2 

● Customs duties – see section 1 

● Personal income tax (PIT) – see section 7 and 8 

● Mandatory state pension fund contributions – see section 3.3 

● Temporary Military tax – see section 9 

● Additionally, for details of Ukrainian TP rules refer to Section 3.4. 

3.2. Excise duty 
Ukrainian car manufactures are required to levy an excise duty on all vehicles produced in Ukraine. 

Sales of passenger cars to disabled individuals and the supply of special types of vehicles (ambulances) are 
exempt from the excise duty, provided that the payments for them come from the state or municipal 
budgets. 

3.2.1. Taxable event 

Excise duty liabilities are recognised at the date of the transfer of the car’s ownership to the consumer. 

3.2.2. Taxable person 

Excise duty is paid directly by car manufacturers upon the initial delivery of the vehicle. 

3.2.3. Tax due 

An excise duty rates paid upon car manufacture are the same as for import of cars (see section 1.4). 

3.2.4. Tax period 

The tax period is established as a calendar month. 

3.3. Mandatory state pension fund contribution 
3.3.1. Taxable event 

The contribution shall be paid by individuals and legal entities upon the purchase of passenger cars prior 
to the first registration of the vehicle in Ukraine. 

3.3.2. Taxable person 

Payers of contributions to the mandatory state pension fund upon the purchase and the first registration 
of passenger cars are legal entities, establishments and organisations of all ownership types, and also 
individuals that acquire the title on passenger cars. 

3.3.3. Tax due 

The charge rate depends on the amount of the tax base. The tax base is the value of the vehicle. The 
progressive rates of 3%, 4% or 5% can be applied, depending on the value of the vehicle.  
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For the year 2019, depending on the value of the vehicle, the following rates apply (based on the minimum 
subsistence level; the subsistence minimum set on January 1, 2019 is UAH 1, 921 [about EUR 61]):  

● Value up to UAH 316,965 – 3%; 

● Value above UAH 316,965, but not more than UAH 557,090 – 4%; 

● Value above UAH 557,090 – 5%. 

3.4. Transfer pricing 
Transfer pricing (TP) rules came into force in Ukraine on September 1, 2013. The last revision of the rules 
was in 2019, and are mainly based on the Organization for Economic Co-operation and Development 
(OECD) approach and Base erosion and profit shifting (BEPS) principles.  The TP rules define related 
parties, provide criteria for controlled transactions, describe the methods and information sources for 
determining the arm's length price for tax purposes in controlled transactions, and introduce mandatory 
reporting and documentation requirements for substantiating prices applied. Below we mention the most 
important points of the transfer pricing legislation, applicable for transactions performed in the periods, 
starting from January 1, 2019. 

Controlled transactions.  

The TP rules apply only to controlled transactions and only for the purposes of corporate profits tax (CPT). 
The list of controlled transactions includes: 

1) Business transactions that may have an impact on taxable profits with related party non-residents of 

Ukraine. 

2) Cross-border business transactions on sale and/or purchase of goods and/or services through non-

resident commissionaires. 

3) Business transactions that may have an impact on taxable profits, with residents of jurisdictions 

determined by the Cabinet of Ministers of Ukraine (CMU) that meet the following criteria: 

‒ States (territories) where the CPT rate is less than the Ukraine’s CPT rate by 5 percentage 

points. 

‒ States that do not have international agreements with Ukraine containing provisions on 

exchange of information. 

‒ States, where state authorities do not guarantee full and timely exchange of tax and financial 

information on request of the State Fiscal Service of Ukraine. 

4) Business transactions with non-residents that do not pay CPT (corporate income tax) and/or which are 

not tax residents of the state where they are registered as legal entities (the list of such legal 

organizational forms of non-residents is approved by the Cabinet of Ministers of Ukraine). 

5) Business transactions between a non-resident and its Ukrainian permanent establishment. 

If within a chain of business transactions, mentioned in paragraph 1 - 5, the ownership on the subject matter 
(results) of the transaction before being transferred from one counterparty to another transfers to a non-
related intermediary (or intermediaries), these cross-border transactions between related parties are 
considered to be controlled if such intermediary performs no significant functions, employs no significant 
assets, and bears no significant risks in respect of such transactions. 

Transactions with the same counterparty are considered as controlled if the total annual value of the 
transactions with same counterparty (calculated according to accounting rules) exceeds UAH 10 million 
(net of indirect taxes), provided the total annual income (calculated according to accounting rules) of the 
taxpayer received as a result of all types of activity exceeds UAH 150 million (net of indirect taxes). 
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Business transactions between a non-resident and its Ukrainian permanent establishment qualify as 
controlled transactions when the annual value of such transactions exceeds UAH10 million. For this type 
of controlled transactions, there is no annual income criterion. 

TP documentation and reporting requirements.  

All taxpayers conducting the controlled transactions should file a report on controlled transactions 
(TP notification) by 1 October of the year following the reporting year. 

The TP documentation substantiating the arm's length nature of the controlled transactions should be 
prepared each year. 

Taxpayers should submit the TP documentation upon the tax authority’s request within 30 calendar days. 
TP documentation should include the following: 

● information about related parties (including the information on the parties with no less than 20% of 

direct and/or indirect ownership, and parties owned by the taxpayer by 20% and more of direct 

and/or indirect ownership); 

● information about the group including the group’s structure, description of its activities, as well as 

the group’s TP policy and information about the entities, to which the taxpayer provides the local 

management reports; 

● description of the management structure of the taxpayer, its organizational structure;  

● description of activity and business strategy of the taxpayer (including the information about 

economic conditions, analysis of the markets where the taxpayer operates, and information about 

its main competitors); 

● information about the taxpayer’s participation in business restructurings or transfer of intangible 

assets during the reporting or preceding year (if any); 

● description of the terms for the transactions and copies of the relevant agreements (contracts); 

● description of the goods (works, services) subject to the controlled transactions; 

● information about the payments that were actually made in respect of the controlled transaction 

(amounts and currency of payments, date, payment documents); 

● factors that influenced the price determination, including business strategies of the parties of the 

controlled transaction (if any) that significantly impact the prices of goods (works, services); 

● functional analysis of the parties to controlled transaction: information about functions performed, 

assets employed and economic risks assumed; 

● an economic analysis including (i) a benchmarking study, (ii) substantiation of selection of the TP 

method(s), (iii) profitability indicator and sources of information used, (iv) methodology of 

calculation of the segmented financial result, (v) calculation of the arm’s length range of 

prices/profitability, (vi) description and calculation of comparability adjustments (if any); and 

● information about the proportional TP self-adjustment performed by the taxpayer (if any). 

The request on provision of the TP documentation can be sent to the taxpayer not earlier than 1 October of 
the year following the calendar year in which the controlled transaction was performed. 

4. Income taxes – taxable persons 
4.1. Level of deductions for car-related expenses (CPT) 
Ukrainian and foreign entities conducting business in Ukraine through a permanent establishment are 
required to pay CPT. In 2019 the standard CPT rate is 18%. 

Previously the Ukrainian tax authorities used to scrutinize the deductibility of the above-mentioned 
expenses. In practice, deductibility decision depended on the ability of a company to provide a proper 
paper trail substantiating business purpose of such expenses.  
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However, aforementioned concept was discontinued in Ukraine: starting from January 1, 2015, The Tax 
Code of Ukraine (TCU) determines taxable profits annual tax base as Net Profit Before Taxes (NPBT) as 
per accounting records, either Ukrainian statutory (i.e. local GAAP) or IFRS, adjusted for precisely listed 
“tax differences”.  

In particular, NPBT is increased by the amount of a car depreciation calculated based on the national 
GAAP, and is decreased by the amount of its tax depreciation. Vehicles that are not used in the business 
activity of a company and capital expenses for their maintenance, repairs and enhancements are not 
subject to tax depreciation. In addition, TCU prescribes minimum allowed period for depreciation of fixed 
assets depending on their type (e.g. 5 years for vehicles). 

4.2. Leasing 
Deduction of lease expenses will depend on a number of factors.  

If the corporate taxpayer reports under the Ukrainian accounting standards, in this case tax 
implications will differ depending on whether the lease is classified as an operating lease or as a finance 
lease under the Ukrainian tax legislation.  

● If the lease is classified as operating lease: 

Lessee will treat rental payments on operational lease as expenses.  

Lessor respectively will treat such payments as its income.  

Refer to para 4.1 above for details of the tax base calculation. 

● If the lease is classified as finance lease: 

Leases may be treated as financial leases if they meet one of the following criteria: 

● the leased property is transferred for a period during which at least 75% of its acquisition cost would 

be depreciated under the tax depreciation rules, and the lessee is obliged to acquire the title to the 

property during or at the end of the lease period; 

● the amount of the lease payments is equal to or exceeds the acquisition cost of the property; 

● the book value of the leased property at the end of the leasing agreement does not exceed 25% of the 

original cost of the property at the beginning of the agreement; 

● the leased property is made by request of the lessee and no other person may use it after the end of 

the leasing agreement because of technological and qualitative features of the leased property. 

If a corporate taxpayer reports under the IFRS, the amortisation of the right-of-use asset recognised 
under the IFRS is fully deductible, provided that the respective assets are used for business purposes (the 
new rules were come into effect on 01 January 2018). 

5. VAT 
5.1. General  
Ukraine operates under the output-input model of VAT. VAT registered persons levy VAT on their sales 
and credit the VAT paid on their purchases. The difference, if positive, is payable to the state budget; if 
negative - is refundable. 

The standard rate of VAT on the sale of goods and services with a place of supply in Ukraine, as well as the 
importation of goods, is 20%. 

The export of goods is zero-rated. The Tax Code also contains a list of specific transactions which qualify 
for 0% and 7% VAT rates or an exemption.  
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5.2. Deduction 
VAT paid on goods and services is generally recoverable, unless such goods/services are further used in 
non-VAT-able transactions (i.e. in transactions not subject to 20% VAT or zero-rated) and/or non-
business activity of the taxpayer. 

Non-recoverable VAT incurred upon goods/services used in VAT-exempt supplies or non-business activity 
could be considered as deductible for CPT purposes. 

When goods and services are used in both types of operations, taxable and non-taxable, the input VAT is 
recoverable on a pro-rata basis. 

There are no special rules or limitations regarding the recoverability of input VAT paid in respect of the 
acquisition of vehicles or any services related to them. 

Input VAT should be based on the contractual price. 

Input VAT reported in a VAT return should be supported by a valid and properly registered VAT invoice 
issued by a VAT-registered person (supplier) or a duly executed import customs declaration. The VAT 
invoice should be properly issued with all mandatory requisites and registered in the Unified Register of 
Tax Invoices. 

5.3. Hire purchase: Supply of goods? 
A vehicle’s sale in Ukraine under a hire-purchase agreement is considered to be a VAT-able supply of 
goods in Ukraine. VAT on this transaction should be recognised at a 20% rate based on the transaction 
price, but not lower than purchase price of purchased goods, usual price (fair market value) of self-
produced goods, or balance value of fixed assets. The VAT liabilities should arise at the date when the 
vehicle title is transferred. 

Interest paid under a hire-purchase agreement is subject to VAT at a 20% rate. VAT liabilities in respect of 
interest should be recognised at the date of its accrual, which is defined by the hire-purchase agreement. 

5.4. Leasing: Supply of services? 
5.4.1. Operational leasing 

Operational car leasing is considered to be a supply of services in Ukraine (i.e. lease payments are subject 
to VAT, while transaction on transfer of the car is out of scope of VAT), which is subject to 20% VAT if 
provided by resident lessor. Payments for operational leasing services provided by non-residents should 
not be subject to Ukrainian VAT. However, the import of vehicles under an operating lease agreement will 
require the importer to pay all the applicable customs duties, including import VAT, upon the customs 
clearance of the imported vehicles. 

VAT is accounted for at the date when a document certifying the delivery of lease services (“acceptance 
statement”) is issued, or upon the receipt of payment from the customer, whichever comes first. The VAT 
base is defined as the contractual price of lease services, but not less than the purchase price/usual price of 
such services. 

5.4.2. Financial leasing 

The transfer of a car under a financial lease agreement is treated as a taxable sale. VAT liabilities arise at 
the date of the transfer of the asset to the lessee. The VAT base for a financial lease is defined as the 
contractual value of transferred goods, but not less than the purchase price of purchased goods, usual 
price of self-produced goods, or balance value of fixed assets. 

The interest charges or commission payments made under a financial lease agreement are not subject to 
VAT. 

6. Company car 
6.1. VAT due on private use of company cars 
There would be VAT due on the private use of a company car, considering that such use would be treated 
as free of charge supply of services. The recovery of input VAT related to the acquisition of the respective 
car may be challenged by the tax authorities based on the grounds that the car is used for non-business 
purposes depending on wording of employment contract/other relevant documents (e.g. benefit policy). 
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6.2. Company car in personal tax returns – benefit in-kind 
Additional benefits (including the use of a car which belongs to an employer) provided by an employer 
may be exempt from personal income tax if such provision or compensation of expenses are required for 
the performance by a taxpayer of his labour functions in accordance with a labour agreement (contract), or 
are prescribed by the provisions of a collective agreement or in accordance with the law, within the limits 
set wherein. 

Otherwise, the employer is required to withhold Personal Income Tax (PIT) at the source from such 
benefits at the standard tax rate of 18% and Military Tax (MT) at 1.5%. If the benefit is provided in kind, 
for personal income tax calculation purposes, its value has to be grossed up at the standard tax rates. 

7. Income taxes – drivers’ personal taxation 
Data about a personal car should be indicated in the annual personal income tax return (brand, model, 
and year of manufacture, engine power rating, and a notice if a car was rented out). The deduction of costs 
related to a car is not allowed. 

8. Selling a car 
8.1. Taxable persons 
Car sales carried out by a person registered as a VAT payer in Ukraine are subject to 20% VAT based on 
the contractual price, but not less than the purchase price of purchased goods, usual price (fair market 
value) of self-produced goods, or balance value of fixed assets.  

If the taxpayer acts as a commissioner and sells used cars obtained from a person who is not registered as 
a VAT payer, the amount of a commission fee will be the VAT base. 

If the taxpayer sells used cars that were previously acquired from private persons (not registered for VAT), 
the taxable amount is defined as the positive difference between the sale price and the acquisition price of 
such cars. 

A car is considered as used if it had been registered previously in Ukraine and its mileage exceeded 6,000 
kilometres. 

8.2. Selling a car by a private individual 
The deduction of costs related to a car is not allowed. 

Gross revenue received by a private individual from the sale of movable property is subject to personal 
income tax at a 5% rate. As an exception, one sale per calendar year of a car, a motorcycle or a scooter will 
be exempt from such taxation. The above exemption applies to tax non-residents as well. 

The tax is based on the price indicated in the sale agreement but cannot be lower than the average market 
value/evaluation price (at the taxpayer’s choice), calculated in accordance with the law. 

Income of tax non-resident individuals is subject to tax according to the same rules at 18% PIT tax rate 
and 1.5% MT tax rate. 

Individuals not registered for VAT purposes are not required to levy VAT on car sales. At the same time, 
they are not entitled to recover input VAT incurred at the time of car acquisition. 

9. Temporary Military tax 
In 2019 the temporary military tax applies to the same tax base as the personal income tax. 

10. Legal background 
● Tax Code of Ukraine #2755-VI dated December 2, 2010; 

● Customs Code of Ukraine #4495-VI dated March 13, 2012; 

● Law #400/97-VR dated June 26, 1997 “On mandatory contributions for pension insurance”; 
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● Regulation of the Cabinet of Ministers of Ukraine #1740 dated November 3, 1998 “On adoption of 

the procedure for levying of mandatory contributions for pension insurance for special types of  

economic operations”; 

● Law #3353-XII dated June 30, 1993 “On the Rules of Traffic” 

● Regulation #1388 of the Cabinet of Ministers of Ukraine dated September 7, 1998 “On adoption of 

the procedure of the state registration, release from the registration of cars, buses, self-propelled 

vehicles, constructed on the basis of vehicles, motorcycles of all types, trademarks and models, 

trailers, half-trailers, cycle-cars and other vehicles equated to them”; 

● UA GAAP #7 “Fixed Assets” and #14 “Lease” adopted by the Ministry of Finance of Ukraine on April 

27, 2000 and April 28, 2000 respectively; 

● Law # 2739-IV dated July 6, 2005“About some questions of import at the customs territory of 

Ukraine and the first official registration of the vehicles” 
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United Kingdom 

1. Car registration 
1.1. When does a car need to be registered? 

In the UK, a car needs to be registered in the name of the legal keeper before it can be legally used on 
the public roads. 

1.2. Who can register a car? 

The legal keeper, who may or may not be the owner, should register the car. For example, a leased car would 

be registered in the name of the lessor rather than the lessee. 

1.3. Is a foreign owner allowed to register a vehicle in the country? 

In order to register the ownership of a vehicle in the UK it is necessary to have a UK registered address; 

therefore in principle it is not possible for a non-UK resident to register a vehicle in the UK. 

1.4. Can a vehicle with a foreign number plate be used on public roads? 

There are international agreements which provide for the temporary use of a vehicle in a foreign country for a 

limited time, usually 6 months in a 12 month period. A visitor to the UK may use a vehicle displaying foreign 

plates, provided that all taxes are paid in their country of origin. 

2. Car taxation 
2.1. What are the different car taxes? 

Cars that are registered in the UK are subject to a tax known as Vehicle Excise Duty (VED). 

2.2. Vehicle excise duty (VED) 
2.2.1. Taxable event 

For cars otherwise registered before March 1, 2001, the VED charge is based upon engine size. 

Cars first registered between March 1, 2001 and March 31, 2017 are chargeable to VED according to their CO2 

emissions figure and fuel type. 

Cars first registered between April 1, 2017 and March 31, 2020 are chargeable to VED according to their CO2 

emissions in the first year and a standard flat rate in subsequent years. 

New cars registered from April 1, 2020 are chargeable to VED throughout the life of the vehicle based on the 

vehicle’s CO2 emissions at the time the car is registered. 

2.2.2. Tax due 

Cars built more than 40 years ago will be automatically exempt from paying car tax, from January 1, 2017. 

For cars registered before March 1, 2001, the VED charge is based upon engine size as per the table below. 

Vehicle excise duty bands and rates for private cars and light goods vehicles registered before 

March 2001 (pre-graduated VED) 

Engine size (in cc)  2019-2020   2020-2021   

Not over 1,549 £160 £165  

Over 1,549 £265  £270 
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For cars registered on or after March 1, 2001, but before April 1, 2017 the VED charge is based on fuel type 

and CO2 emissions. VED rates are currently split into 13 bands according to CO2 emissions as shown below.  

Vehicle excise duty bands and rates for cars registered between March 2001 and April 2017 

(graduated VED) 

Band CO2 
Emissions 
(g/km) 

2019/20  
standard 
rate2 

2020/21  
standard 
rate2 

A  Up to 100 £0 £0 

B  101-110 £20 £20 

C  111-120 £30 £30 

D  121-130 £125  £125  

E  131-140 £145  £150 

F  141-150 £160  £165 

G  151-165 £200  £205 

H  166-175 £235  £240  

I  176-185 £260  £265 

J  186-200 £300  £305  

K1  201-225 £325  £330  

L  226-255 £555  £565  

M  over 255 £570  £580 

1 Includes cars emitting over 225g/km and first registered between 1 March 2001 and 23 March 2006. 

2 12 month single payment rate. Alternative fuel car discounts: 2019/20 £10 all cars, 2020/21 £10 all cars. 

For cars registered after April 1 2017, the first year rate will be based on official CO2 figures. For subsequent 

years, a flat standard rate of £145 (£150 from April 2020) will apply to all cars except those releasing 0 grams 

CO2/km for which the standard rate will be £0.  
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Vehicle excise duty bands and rates for cars registered between April 2017 and March 2020 

 CO2 
emissions 

(g/km) 

2019/20 

First year 
rate* 

2019/20 

Standard 
rate*  

2020/21 

Standard 
rate* 

 0 £0 £0 £0 

 1-50 £10  £145 £150 

 51-75 £25 £145 £150 

 76-90 £110 £145 £150 

 91-100 £130 £145 £150 

 101-110 £150 £145 £150 

 111-130 £170 £145 £150 

 131-150 £210 £145 £150 

 151-170 £530 £145 £150 

 171-190 £855 £145 £150 

 191-225 £1280 £145 £150 

 226-255 £1815 £145 £150 

 256+ £2135 £145 £150 

 

*For diesel cars first registered after 1 April 2018, the CO2-based first year rate of VED will be one band higher than shown in the table 
unless the car was approved to the RDE step 2 standard. Alternative fuel car discounts: First year rate £10, Standard rate £10.   

Electric vehicles are exempt from the first year and standard rate charges if the electricity comes from an 

external source or an electric storage battery not connected to any source of power when the vehicle is 

moving.  

An extra charge of £320 (£325 from April 2020) a year will apply to cars with a list price over £40,000 in the 

first 5 ‘standard rate years’. Electric vehicles are also exempt from this charge in the period April 1, 2020 to 

March 31, 2025. 
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Vehicle excise duty bands and rates for cars registered from April 2020 

 CO2 
emissions 

(g/km) 

2020/21* 

 0 £0 

 1-50 £10  

 51-75 £25 

 76-90 £110 

 91-100 £135 

 101-110 £155 

 111-130 £175 

 131-150 £215 

 151-170 £540 

 171-190 £870 

 191-225 £1305 

 226-255 £1850 

 256+ £2175 

*Diesel cars that meet the RDE step 2 standard and petrol cars. Alternative fuel car discount: £10.   

A new VED regime will apply to cars registered from April 1, 2020. The VED charge throughout the life of the 

vehicle will be based on the vehicle’s CO2 emissions at the time the car is registered. There is no ‘standard 

rate’.  

Diesel cars that do not meet the RDE step 2 standard will continue to be subject to VED at higher rates.  

Electric vehicles are exempt from VED if the electricity comes from an external source or an electric storage 

battery not connected to any source of power when the vehicle is moving. 

2.2.3. Tax discs 

From the October 1, 2014 the requirement to display a paper tax disc in vehicles has been abolished.  

3. Income taxes – taxable persons 
3.1. Deduction 

Where a car is purchased outright, the purchaser will be entitled to writing-down allowances by reference to 

the capital expenditure and the car’s CO2 emissions. 

3.1.1. Emissions thresholds for capital allowances 

For cars purchased from April 1, 2018 onwards the allowances are given on a reducing balance basis as 

follows: 

• Cars emitting above 110g/km of CO2 (50g/km from 1 April 2021): 6% writing down allowance per 

annum (8% before April 2019) 50g/km). 

• Cars emitting between 50g/km and 110g/km of CO2 (0g/km and 50g/km from 1 April 2021), or any 

secondhand car emitting less than 110 g/km (50g/km from 1 April 2021) of CO2: 18% writing down 

allowance per.  
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For cars purchased between April 1, 2015 and March 31, 2018 the allowances are given on a reducing balance 

basis as follows: 

• Cars emitting above 130g/km of CO2: 8% per writing down allowance per annum (reducing to 6% per 

annum from April 2019). 

• Cars emitting between 75g/km and 130g/km of CO2, or any secondhand car emitting less than 130 

g/km of CO2: 18% per annum. 

A business (other than one whose qualifying activity is the leasing of cars) can claim 100% first-year 

allowances on expenditure on a car provided that: 

• the expenditure on the car is incurred between April 17, 2002 and March 31, 2021; and  

• the car is unused and not second-hand and is first registered on or after April 17, 2002; and either 

• the car has CO2 emissions of less than 50g/km driven (75g/km from April 1, 2015 and March 31, 2018 - 

from 1 April 2021 only Zero Emissions Vehicles will be eligible for the 100% first year allowance)); or 

• the car is an electric car. 

If the purchaser borrows funds to finance the purchase, the interest payable will usually be deductible as a 

revenue expense. 

From November 23, 2016 until March 31, 2023, a 100% first year allowance is also available for expenditure 

on electric car charging points.  

3.2. Hire purchase 

A writing-down allowance based on the above is given on the full purchase price of the car as soon as it comes 

into use in the business, despite the fact that payment of the instalments will only begin at that time. Again, 

the interest element of the instalment payments should be deductible as a revenue expense. 

3.3. Operating leases (less than five years) 

Under an operating lease there is a restriction on the availability of a tax deduction for the rental payments. 

For leases entered into from April 1, 2018, cars emitting over 110g/km (130g/km for leases entered into 

between April 2013 and 31 March 2018) have 15% of all rental payments disallowed. There is no disallowance 

of rental payments for cars emitting under 110g/km or electrically propelled vehicles. 

3.4. Finance leases 
3.4.1. Finance lease less than five years 

A finance lease is treated in the same way as an operating lease, unless certain detailed provisions apply. A 

finance lessor buying a car for leasing may only claim the proportion of the writing-down allowances in the 

year in which the car is purchased which corresponds to the lessor’s period of ownership of the car in that 

accounting period. 

If rental payments are “rear-end loaded”, a finance lessor is taxed on the rentals according to the accounting 

treatment rather than the contractual entitlement to the payments, so that the tax charge is accelerated and 

tax will be payable in respect of payments not yet received. 

There may also be restrictions on the lessor’s entitlement to capital allowances where there is a sale and 

finance leaseback of a car. 

3.4.2. Leases over five/seven years in length 

It is very unusual for a car lease in the UK to exceed 5 years, but some prestige and specialist vehicles are 

subject to such leases. For all leases longer than 5 years in length special rules apply to determine the tax 

treatment and specialist advice should be sought. 
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4. VAT 
4.1. General 

The UK standard rate of VAT is 20%. The VAT provisions relating to cars are largely contained within the 

Value Added Tax (Cars) Order 1992 and the Value Added Tax (Input Tax) Order 1992, as amended. 

4.2. Deduction 

In order to understand the car rules for VAT in the UK, it is important to ascertain whether the supply is one 

of goods or services since this determines the time of supply and, in an international context, the place of the 

supply. The current VAT position, in terms of whether a supply is of goods or services, is set out below.   

4.2.1. Goods 

Under UK VAT legislation, a supply of goods involves the transfer of possession of a car under an agreement 

for the sale of goods, or under an agreement that expressly contemplates that the legal title will pass at some 

time in the future. This includes outright sale, conditional sale and hire purchase.  

Following the Court of Justice of the European Union judgment in Mercedes-Benz Financial Services UK 

Ltd (C-164/16), the UK tax authority has clarified its view of the VAT treatment of certain hire purchase 

arrangements. Under new guidance issued in 2019, vehicles provided under Personal Contract Purchases or 

similar arrangements should only be treated as supplies of goods where the final option payment is set below 

the anticipated market value of the vehicle at the date that such payment is due. 

VAT on a supply of goods is due on day one on the full value of the goods. For hire purchase and conditional 

sales, the periodic instalments are then free of VAT. Any separate credit element is generally treated as a VAT-

exempt supply. 

The place of supply is where the goods are located. 

4.2.2. Services 

Anything which is not a supply of goods is a supply of services. This includes supplies made by daily rental 

companies and contract hire companies, as well as supplies under finance leases where it is not expected that 

the title will pass. 

In contrast to supplies of goods, VAT is due at the time of each rental payment.  

The VAT treatment of the lessor’s disposal of a car that has been leased to customers will depend on factors 

such as the type of lease under which the car was supplied and whether the customer was able to reclaim the 

VAT charged on the lease.  

The applicable rules for the place of supply of services of hiring out means of transport depend on who 

receives the supply and for how long the means of transport is hired. 

B2B and B2C short-term hiring of means of transport are supplied where the means of transport is put at the 

disposal of the lessee. Short-term hire of means of transport is hiring for a continuous period not exceeding 

30 days (for all means of transport other than vessels). 

B2B supplies of long-term hiring of means of transport are subject to the general rule for cross-border 

supplies of services and supplied where the lessee belongs. 

B2C supplies of long-term hiring of means of transport are treated as supplied where the recipient/lessee 

belongs. Non-UK businesses involved in the hiring of means of transport to non-taxable persons in the UK 

may be liable to register for VAT in the UK. 

4.2.3. Qualifying cars 

These are cars where the VAT on the purchase can be recovered in full, provided that: 

• The car is intended to be used “exclusively for the purpose of the business”; or 
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• The car is intended to be used “primarily for a relevant purpose” (e.g. driving school cars, taxis or 

short-term rental). 

Cars used exclusively for the purposes of the business will include new or used cars purchased for resale, 

stock in trade/demonstrator cars and cars purchased for leasing to other users. VAT is due on the full value of 

the disposal of such cars. 

4.2.4. Non-qualifying cars 

These are cars where: 

• There was no VAT on their purchase (known as margin scheme cars); or 

• VAT was shown on the invoice but it was blocked because of intended private use (known as input VAT 

blocked cars). 

The disposal of cars in the first category is subject to VAT only on any positive margin (the margin is treated 

as VAT inclusive). The disposal of cars in the second category is exempt from VAT. 

4.2.5. Private use 

Where the supply is treated as goods for VAT purposes, no VAT can be recovered on a car that is available for 

private use (the car then becomes non-qualifying). 

Where the supply is of services for VAT purposes, the lessee can recover 50% of the VAT charged, subject to 

the lessee’s normal VAT recovery position. The VAT on repair and maintenance charges can be recovered in 

full, subject to the lessee’s normal VAT recovery rules and the services being treated as separate optional 

services distinct from the lease of the car itself. 

5. Company car 
5.1. VAT due on private use of company cars 

Generally there should be no VAT due on the private use of a company car as, instead, the employer suffers an 

input VAT restriction on its purchase of the vehicle. 

If charges are made to the employee for private use of the car, then the employer should account for VAT on 

these amounts as they will be treated as  

rental charges. 

5.1.1. Fuel 

If a business provides fuel, for free or for a charge less than cost, to its employees for non-business use, there 

are additional rules regarding VAT recovery. If the business recovers all of the input VAT incurred on the fuel, 

it must account for output VAT on the private use. It can do this by applying a “fuel scale charge”; a 

calculation based on the car’s CO2 emissions. The fuel scale charges are updated annually and can be found 

on the UK HM Revenue & Customs website. 

Alternatively, the business can opt not to recover the input VAT on the fuel provided for private use; with no 

requirement to apply the fuel scale charge. 

If a business applies a charge, at least equal to the cost of the fuel, for the private use of its vehicles, there 

should be no need to apply the fuel scale charge and the input VAT should be fully recoverable. Instead, 

output VAT based on the charge should be accounted for. 

With effect from January 1, 2006, new rules were introduced regarding the recovery of VAT on road fuel 

purchased by employees and subsequently reimbursed by the employer. Businesses can continue to recover 

the VAT on the reimbursement (either the actual cost or a mileage allowance) provided that they hold a valid 

VAT invoice to support the claim. 
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5.2. Company car and private fuel – income taxes 

The private use of a company car gives rise to a taxable benefit in the UK. The magnitude of that benefit is 

based on a graduated scale according to its level of CO2 emissions in grams per kilometre driven applied to 

the price of the car. The price of the car is determined by taking the list price, and adjusting for the price of 

certain accessories or contributions made to the cost by the employee. The majority of cars registered after 

January 1, 1998 have an approved CO2 rating. There is no reduction to the benefit charge for business 

mileage or for the age of the car. 

For the 2018-2019 tax year the rate of the charge is as follows 

CO2 (g/km) emissions Percentage of car’s list price 

≤ 50  16% 

51 – 75  19% 

76 – 94  22% 

= 95  23% 

 

For vehicles with emissions over 95g/km the percentage increases by 1% for each additional 5g of emissions 

until a cap rate of 37% is reached.  

Diesel cars are subject to a 4% surcharge  but the maximum charge is currently limited to 37%. 

The tax charge on electrically propelled cars registered after January 1, 1998 was reduced to 0% for 5 years 

from April 6, 2010. The rate is currently  16%. The previous reductions in the tax charge for hybrid cars, 

which are powered by either electric or petrol, and bi-fuel cars (built to run on petrol and gas), were abolished 

from April 6, 2011. Note from April 2020 new taxable benefit in kind bands with zero emission mileage 

ranges will be introduced. 

Cars registered on or after January 1, 1998, and not having an approved CO2 figure, are taxed as follows 

Engine size in cc Percentage of car’s list price 

0cc -1400 15% 

1401cc- 2000 25% 

2000+ 37% 

 

Diesel cars are subject to a 4% surcharge, but the maximum charge is currently limited to 37%. 

Where fuel is provided for private use, company car drivers are taxed on a fixed charge based upon the CO2 

emissions for the car. To calculate the benefit charge, a percentage figure is multiplied by a figure set for the 

year ( 24,100 GBP for the  2019/20 tax year) and tends to increase annually. The percentage figure is the 

same as that used for the calculation of the company car benefit. 

Additionally, where fuel is only provided to an employee for part of the tax year, proportioning of the benefit 

is allowed provided the employee is not again provided with the benefit later in the year. 

Note that for cars first provided to employees from April 6, 2017 if the employee was offered a cash allowance 

instead of a car or the employee gave up salary in return for a car, then if that cash value was higher than the 

benefit in kind charge, the employee will be taxed on that higher value.  



 

United Kingdom PwC 2020 Global Automotive Tax Guide | 482 

 

6. Income taxes – drivers’ personal taxation 
An individual who uses their privately owned car for business purposes can from April 6, 2012 be paid tax-

free up to 0.45 GBP per mile for the first 10,000 business miles and 0.25 GBP per mile thereafter. These are 

known as the Mileage Allowance Payments (MAPs). If the individual receives less than these rates, then they 

can submit a mileage allowance relief claim whereby they will receive tax relief on the difference between the 

MAPs and the actual amount paid to them for business mileage.  

7. Worldwide Harmonised Light Vehicle Test 
Procedure (WLTP) 

In the UK, WLTP testing has been required for new car registrations since September 2018. 

It is not currently anticipated that there will be a direct impact on vehicle taxation as a consequence of WLTP, 

i.e. there are not expected to be associated changes to the rates of tax. However, as cars registered from April 

2020 will be taxed based on WLTP CO2 emissions, it is expected that some vehicles may fall under higher 

taxation bands. 

8. Electric vehicles 
The UK government encourages the use of electric vehicles by a number of other measures. 

Electric vehicles are exempt from VED if the electricity comes from an external source or an electric storage 

battery not connected to any source of power when the vehicle is moving.  

Owners can benefit from a 100% first-year allowance for expenditure on Zero Emission Vehicles.  

Furthermore, electric vehicles and cars with emissions of less than 75g/km qualify for discounts from the 

London congestion charge. Only electric vehicles will qualify for this discount from October 25, 2021.  

Various government consultations are in progress in relation to encouraging the use of electric vehicles, 

reviewing the VED regime and considering investment models for the national network of electric vehicle 

charge points. 

9. Legal background 
• UK VAT Act 1994 

• Companies Act 1985 

• Capital Allowances Act 2001 

• Companies Act 2006 
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United States of America 

In the United States, the taxation and registration of motor vehicles is generally determined by a combination 

of federal, state and local law. For purposes of this guide, we will analyze the taxes imposed by the state of 

New York as an example of the types of taxes that leasing, purchasing or operating a motor vehicle trigger at 

the state or local level. The website for each state provides detailed information regarding its vehicle taxes. 

1. Importation of vehicles 
1.1. Customs duties 

In the United States, foreign-made vehicles are dutiable upon arrival. There are generally no distinctions 

made between vehicles imported for personal use or for sale. Currently, duties are set at the following rates: 

• Automobiles – 2.5% 

• Trucks – 25% 

• Motorcycles – either free or 2.4% 

These duties are based on the price paid, or payable, for the vehicle. The United States has preferential trade 

agreements with numerous countries – including Australia, Canada, Mexico, Chile, Singapore, Korea, and 

various other countries – that generally allow vehicles “manufactured/originating” in these countries to enter 

the US duty-free. 

US residents importing vehicles into the United States in conjunction with their return from foreign travel 

may apply their 800 USD Customs and Border Patrol exemption against the price of the imported vehicle, 

thus lowering the total amount of duties paid. 

For further details regarding customs duties and vehicle standards for imported vehicles, please refer to 

www.cbp.gov. 

Exceptions 

US citizens claiming non-resident status who are employed abroad may import a foreign vehicle duty-free for 

a short visit, provided the vehicle is exported upon exit from the United States. 

US non-residents may import a vehicle duty-free for up to one year, for personal use, in conjunction with the 

owner’s arrival in the United States. If this exemption is used, the vehicle must be exported within one year or 

duties will be assessed against the vehicle. 

1.2. Import sales and use tax 

See section 5.3 for discussion of the use tax that would be due upon importing a vehicle into the United 

States.
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2. Vehicle registration 
2.1. When does a vehicle need to be registered? 

Vehicle registration is mandated by each state. Generally, a vehicle must be registered to be used in the 

United States. A vehicle should be registered whenever legal title transfers or state of residence changes. In 

the state of New York, if an individual lives out of state and then becomes a resident, the person has 30 

days to register the vehicle with the state of New York. However, if the person is not a resident of the state 

of New York, the home-state registration of the individual is valid while travelling throughout the state. 

2.2. Who can register a vehicle? 

The owner of the vehicle does not have to be the registrant of that vehicle. However, the owner of legal title 

must authorize the registrant to register the vehicle with the state. If a vehicle is leased, the lessor typically is 

considered to be the owner; the lessor will authorize the lessee to register the vehicle with the state. 

2.3. Is a foreign owner allowed to register his vehicle in the United States? 

A foreign owner may register his vehicle in the United States provided that all of the paperwork 

surrounding the vehicle has been filed. In the state of New York, the owner must be able to prove title of 

ownership, provide bill of sale, have paid the relevant sales/use taxes, prove ownership of a vehicle-liability 

insurance policy, completed Form MV-82 (application for vehicle registration), substantiate the owner’s 

name and date of birth and pay the registration fees. If the vehicle was imported from another nation, there 

are additional requirements imposed by the US Customs and Border Patrol. 

2.4. Can a vehicle with a foreign number plate be used on public roads? 

Individuals with number plates from Canada and Mexico may travel freely throughout the United States 

without changing their number plates. In addition, nationals from countries that have ratified the Inter-

American Convention of 1943 (generally Central and South American countries) may tour throughout the 

United States with foreign number plates for either one year or the duration of their visa (whichever is 

shorter), as long as their vehicle displays the International Registration Marker and the driver carries an 

International Driving Permit. Tourists from countries that have ratified the Convention on International 

Road Traffic of 1949 may travel throughout the United States for up to one year with their foreign number 

plates and with their own personal driver’s license. Motorists from other countries generally must secure a 

driving license in the United States after completing the necessary driving tests and paperwork and may 

not use their foreign number plates in the United States. 

When travelling throughout the United States in a foreign vehicle, people must have the International 

Registration Marker affixed to their vehicle. Driving with foreign number plates and/or paperwork can be 

risky. To mitigate this risk, it is a best practice to carry the International Driving Permit, which is issued in 

the five most commonly used languages. This permit can be obtained through an international automobile 

federation or local automobile club. 

3. Vehicle taxation 
3.1. What are the different vehicle taxes? 

In the state of New York, sales and use tax is the primary tax levied against vehicles. See section 5 below. 

Vehicle owners also must pay registration fees, as discussed in section 3.2 below. The purchase/sale, lease, 

or use of a vehicle for businesses and individuals also can have income tax implications, as discussed below 

in sections 4, 6 and 7. 

3.2. Registration fee 
3.2.1. Taxable event 

When an individual registers a vehicle for the first time or renews the registration, a registration fee is due 

to the state where the vehicle is registered. 
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3.2.2. Taxable person 

The registrant (regardless of whether the registrant is the owner) is the person responsible for paying the 

tax. Registration of the vehicle cannot be completed unless all related taxes and fees have been paid. 

3.2.3. Tax due 

When a person registers a vehicle for the first time, he or she will pay a registration fee and additional one-

time charges. The registration fees for the state of New York can be found in the table below. In addition to 

the registration fees, the state of New York has additional one-time charges which include a number plate 

fee of 25 USD, a title certificate fee of 50 USD and the sales/use tax on the vehicle if it has not yet been 

paid. 

Registration fees for passenger vehicles – New York State 

Weight in lbs  2-year fee Weight in lbs  2-year fee Weight in lbs  2-year fee 

Min. Max.  Min. Max.  Min. Max.  

0 1,650 26.00 
USD 

3,451 3,550 56.50 
USD 

5,351 5,450 102.50 USD 

1,651 1,750 27.50 
USD 

3,551 3,650 59.00 
USD 

5,451 5,550 105.00 
USD 

1,751 1,850 29.00 
USD 

3,651 3,750 61.50 USD 5,551 5,650 107.50 USD 

1,851 1,950 31.00 
USD 

3,751 3,850 64.00 
USD 

5,651 5,750 110.00 USD 

1,951 2,050 32.50 
USD 

3,851 3,950 66.50 
USD 

5,751 5,850 112.50 USD 

2,051 2,150 34.00 
USD 

3,951 4,050 69.00 
USD 

5,851 5,950 115.00 USD 

2,151 2,250 35.50 
USD 

4,051 4,150 71.00 USD 5,951 6,050 117.00 USD 

2,251 2,350 37.50 
USD 

4,151 4,250 73.50 
USD 

6,051 6,150 119.50 USD 

2,351 2,450 39.00 
USD 

4,251 4,350 76.00 
USD 

6,151 6,250 122.00 
USD 

2,451 2,550 40.50 
USD 

4,351 4,450 78.50 
USD 

6,251 6,350 124.50 USD 

2,551 2,650 42.00 
USD 

4,451 4,550 81.00 
USD 

6,351 6,450 127.00 USD 

2,651 2,750 43.50 
USD 

4,551 4,650 83.50 
USD 

6,451 6,550 129.50 USD 

2,751 2,850 45.50 
USD 

4,651 4,750 85.50 
USD 

6,551 6,650 131.50 USD 

2,851 2,950 47.00 
USD 

4,751 4,850 88.00 
USD 

6,651 6,750 134.00 
USD 

2,951 3,050 48.50 
USD 

4,851 4,950 90.50 
USD 

6,751 6,850 136.50 USD 

3,051 3,150 50.00 
USD 

4,951 5,050 93.00 
USD 

6,851 6,950 139.00 
USD 

3,151 3,250 52.00 
USD 

5,051 5,150 95.50 
USD 

6,951 or more 140.00 
USD 

3,251 3,350 53.50 
USD 

5,151 5,250 98.00 
USD 
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Registration fees for passenger vehicles – New York State 

3,351 3,450 55.00 
USD 

5,251 5,350 100.50 
USD 

   

 

In addition, you may be subject to a specific vehicle use tax for New York City and/or counties outside New 

York City when you register or renew your vehicle registration. 

3.2.4. Tax period 

Registration fees are paid on an annual or biennial basis, depending on the rules of the state of registration. 

The fee must be paid before a vehicle’s registration can be renewed. As noted in the table above, New York 

imposes a biennial registration fee. 

4. Income taxes – Business 
4.1. Tax deduction of vehicle-related expenses 

Vehicles used for business purposes that are owned by a trade or business are entitled to depreciation 

deductions.16 However, certain limitations can apply to vehicles used in a business (for example, the 

personal use of a business vehicle). 

4.2. Luxury Auto Depreciation Limits 

A luxury automobile is defined as any passenger vehicle weighing less than 6,000 pounds that is available 

for both business and personal use (regardless of whether it is used for personal purposes).The taxpayer 

may depreciate the value of a luxury automobile over five years using the MACRS depreciation method17. 

The maximum allowable yearly depreciation for passenger vehicles placed in service in 2020 for which the 

additional first year depreciation deduction does not apply is limited as follows: 

Luxury auto depreciation limits 

Year of service Regular depreciation limit 

1 10,100 USD 

2 16,100 USD 

3 9,700 USD 

4+ 5,760 USD 

 
4.2.1. Business deductions for leased vehicles 

For vehicles that are leased by a business, the business is able to deduct the associated rent expense with 

leasing a vehicle.18 See section 5.4 for further discussion of the deduction of related sales tax expenses. 

 
16 Businesses are allowed additional depreciation or “bonus” depreciation for federal tax purposes for the first year the vehicle is 

placed in service if the vehicle is placed in service before January 1, 2027. Different bonus depreciation limitations apply if the vehicle 
is acquired before or after September 27, 2017.  
If the vehicle is acquired after September 27, 2017, businesses are allowed to deduct 100% of the cost of a vehicle in the year 
acquired if placed in service in years 2017 through 2022; 80% of the cost of the vehicle if placed in service in 2023, 60% in 2024, 40% 
in 2025, and 20% in 2026.  
If the vehicle is acquired before September 28, 2017, businesses are allowed to deduct 50% of the cost of a vehicle if placed in 
service before 2018, 40% in 2018, and 30% in 2019. Businesses can depreciate the remaining cost of the asset under the normal 
Modified Accelerated Cost Recovery System (“MACRS”) depreciation method.  
For luxury automobiles, bonus depreciation is limited to 8,000 USD per vehicle for vehicles acquired and placed in service after 
September 27, 2017. For luxury vehicles acquired before September 28, 2017, bonus depreciation is limited to 6,400 USD for 
vehicles placed in service in 2018, and limited to 4,800 USD for vehicles placed in service in 2019. 
 
17 This limit is separate from the bonus depreciation limit. For example, a company purchases a luxury automobile before September 
28, 2017 and places it in service in 2020 and claims bonus depreciation; the company is limited to 8,000 USD bonus depreciation and 
10,100 USD for MACRS depreciation for a total of 18,100 USD. 
3 While a business is able to deduct these costs for tax purposes, the timing of the deductions for tax purposes, depending on the 
type of lease, may be different from the deductions for accounting purposes. 
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4.2.2. Sale of a vehicle 

See section 8 below for the income tax implications of selling a vehicle. 

4.2.3. Vehicle-related tax credits 

New Qualified Plug-in Electric Drive Motor Vehicles Credit 

This federal tax credit is applicable only to those who purchase or lease a new vehicle that is powered by a 

rechargeable electric motor that has a capacity of at least four kilowatt-hours and weighs less than 14,000 

lbs. The base amount of the credit is 2,500 USD and increases by 417 USD for each kilowatt-hour of 

capacity in excess of five kilowatt-hours. This credit is capped at 7,500 USD. If this credit is taken, the basis 

of the vehicle should be reduced by the amount of the credit. For businesses, this credit is taken as part of 

the general business credit. 

5. Sales and use tax 
5.1. General rules regarding sales tax on sale/purchase 

The United States does not impose a VAT. Instead, the individual states and local jurisdictions have been 

given authority to levy sales and use taxes against purchases. In New York, the sale/purchase of a vehicle 

triggers a sales tax. In the case of casual sales (person to person), the sales tax is paid when the vehicle is 

registered with the department of motor vehicles. In the case of vendor/dealership sales, the tax must be 

collected by the vendor upon the sale of the vehicle. The vendor is required to remit the sales tax to the 

Department of Taxation and Finance. As noted in section 2.3, the purchaser cannot register the vehicle 

without proof that the sales tax was paid. 

Sales and use tax rates are determined at the state and local (city and/or county) levels. For instance, in 

New York City, sales trigger a 4% state tax rate, a 4.5% city tax rate and a 0.375% Metropolitan Commuter 

Transportation District surcharge rate; resulting in a total 8.875% sales tax rate. 

In New York, as it is in most states, the taxable base for sales tax on a motor vehicle is determined on a 

“net” basis. The net basis of the vehicle for sales tax purposes is the sales price less the value of a vehicle 

that the seller accepts for trade-in and plans to later resell. For example, a customer buys a vehicle for 

20,000 USD. The seller agrees to take the customer’s current vehicle as a trade-in and gives the customer a 

4,000 USD credit for his trade-in. The net taxable base of the customer’s purchased vehicle for sales tax 

purposes would be 16,000 USD. 

5.2. Sales tax on leased vehicles 

If a vehicle weighing 10,000 pounds or less is leased long-term in New York, the sales tax, based on the 

entire lease period payments, is to be paid by the lessee at the inception of the lease. A long-term lease is 

determined under this law in New York to be any lease greater than one year or a lease that is less than a 

year but has renewal options in the contract that would take the lease period beyond one year. The tax is 

based on the combination of the complete lease payments and option to renew. The tax must be paid by the 

date the first payment is due or when the vehicle is registered with the state, whichever is earlier. The 

requirement to pay the sales tax at inception of the lease by the lessee in the state of New York is not 

common. Most states will impose their sales tax on the monthly rent payments as they are collected 

throughout the duration of the lease. 

5.3. Use tax 

When vehicles are transported across state or country lines, a use tax may be owed on the vehicle. In the 

state of New York, a use tax is owed on vehicles purchased by New York residents outside of the state of 

New York. This use tax is generally the difference between the sales tax of the resident’s county (for 

example, the total sales tax rate in Albany, New York, is 8%) and the sales taxes previously paid on the 

vehicle. For example, if someone purchased a vehicle in Michigan, the sales tax rate applied to the purchase 

would have been 6%, so the resident would owe a 2% use tax on the vehicle in Albany, New York. In the 

case of vehicles purchased outside of the United States, there is no “sales tax” previously paid on the goods; 
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the use tax owed would be the price of the imported good multiplied by the resident’s applicable county 

rate. 

If the purchase was made while the purchaser is a non-resident of the state of New York, generally no use 

tax will be owed. The notable exception relates to the purchase of aircrafts, vessels and motor vehicles used 

to transport New York residents affiliated with the purchasing entity. For example, if a company purchases 

a vehicle in the United Kingdom, imports it into the United States and uses it to transport company 

executives who are residents of New York, use tax will be owed on the purchase of the vehicle. 

5.4. Income tax deduction of sales tax 

As a general rule in the United States, businesses may expense costs incurred that are reasonable and 

necessary. Individuals may generally deduct the taxes paid during the year on their personal tax return. 

There are, however, special rules regarding the appropriate treatment of sales taxes paid during the year. 

5.4.1. Businesses 

Businesses may deduct the sales taxes paid in conjunction with reasonable and necessary purchases. 

However, for vehicles purchased, they should add the sales tax to the basis of the vehicle and depreciate it 

as discussed in section 4.1. In this case, the deduction of sales taxes paid likely is spread over the 

depreciation periods. Any sales tax included in a lease payment by a lease is deducted as a business 

expense. 

5.4.2. Individuals 

Sales taxes paid in conjunction with the purchase of a motor vehicle may be deductible if a special election 

is made. However, as this election has several limitations, including not being able to deduct state and local 

income taxes, this election generally is not made by individual taxpayers. 

6.  Company car 
6.1. Company car in personal tax returns – benefit in kind 

When an employer provides a vehicle to the employee, any non-business use of that vehicle generally is 

considered to be a taxable fringe benefit to the employee that is reportable as income on the employee’s 

Form W-2 and is subject to employment taxes. There are three special valuation methods to calculate the 

taxable fringe benefit: 1) the automobile lease value rule, 2) the vehicle cents-per-mile rule and 3) the 

commuting valuation rule. 

6.1.1. Automobile lease value rule 

The automobile lease value rule is used most often. Under this method, the taxable fringe benefit from the 

personal use of the vehicle is found by multiplying the non-business use percentage (non-business 

miles/total miles driven) by the annual lease value. The table below is used to calculate the annual lease 

value. The fair market value of the automobile is calculated as of the date the vehicle is first available to the 

employee and is used for the four subsequent years in determining the taxable fringe benefit. After the 

four-year period, the fair market value of the auto should be recalculated. 
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Annual lease value table 

Automobile fair market value Annual lease  Automobile fair market value Annual lease  

Min. Max. Value Min. Max. Value 

0 USD 999 USD 600 USD 22,000 USD 22,999 USD 6,100 USD 

1,000 USD 1,999 USD 850 USD 23,000 USD 23,999 USD 6,350 USD 

2,000 USD 2,999 USD 1,100 USD 24,000 USD 24,999 USD 6,600 USD 

3,000 USD 3,999 USD 1,350 USD 25,000 USD 25,999 USD 6,850 USD 

4,000 USD 4,999 USD 1,600 USD 26,000 USD 27,999 USD 7,250 USD 

5,000 USD 5,999 USD 1,850 USD 28,000 USD 29,999 USD 7,750 USD 

6,000 USD 6,999 USD 2,100 USD 30,000 USD 31,999 USD 8,250 USD 

7,000 USD 7,999 USD 2,350 USD 32,000 USD 33,999 USD 8,750 USD 

8,000 USD 8,999 USD   2,600 USD 34,000 USD 35,999 USD   9,250 USD 

9,000 USD 9,999 USD   2,850 USD 36,000 USD 37,999 USD   9,750 USD 

10,000 USD 10,999 USD   3,100 USD 38,000 USD 39,999 USD 10,250 USD 

11,000 USD 11,999 USD    3,350 USD 40,000 USD 41,999 USD 10,750 USD 

12,000 USD 12,999 USD  3,600 USD 42,000 USD 43,999 USD 11,250 USD 

13,000 USD 13,999 USD   3,850 USD 44,000 USD 45,999 USD 11,750 USD 

14,000 USD 14,999 USD   4,100 USD 46,000 USD 47,999 USD 12,250 USD 

15,000 USD 15,999 USD   4,350 USD 48,000 USD 49,999 USD 12,750 USD 

16,000 USD 16,999 USD 4,600 USD 50,000 USD 51,999 USD 13,250 USD 

17,000 USD 17,999 USD 4,850 USD 52,000 USD 53,999 USD 13,750 USD 

18,000 USD 18,999 USD 5,100 USD 54,000 USD 55,999 USD 14,250 USD 

19,000 USD 19,999 USD 5,350 USD 56,000 USD 57,999 USD 14,750 USD 

20,000 USD 20,999 USD 5,600 USD 58,000 USD 59,999 USD 15,250 USD 

21,000 USD 21,999 USD 5,850 USD    

 

For automobiles with a fair market value of more than 59,999 USD, the annual lease value equals (0.25 x 

the fair market value of the automobile) USD + 500 USD. If the employer has 20 or more vehicles available 

for business and personal use and each individual vehicle is worth less than 50,400 USD, the average of the 

entire fleet may be used in determining the annual lease value. 

6.1.2. Vehicle cents-per-mile rule 

For 2020, employers may elect to use the vehicle cents-per-mile rule, if the automobile has a fair market 

value of 50,400 USD or less and the vehicle is driven by employees at least 10,000 miles per year. The fair 

market value limitation is updated annually by the Internal Revenue Service (IRS). In addition, one of the 

following conditions must be met: 

• The vehicle is regularly used (50% or more each year) in the employer’s business 

• The vehicle is generally used each workday to transport at least three employees to and from work in 

an employer-sponsored commuting vehicle pool 

If either condition is met, the employer can value the taxable fringe benefit from the personal use of the 

vehicle at 0.575 USD/mile. This amount usually is adjusted annually by the IRS. However, in certain 

situations, the IRS will make a periodic interim adjustment depending upon certain factors. 
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6.1.3. Commuting valuation rule 

Employers may elect to use the commuting valuation rule under which the taxable fringe benefit from 

commuting use of the vehicle is valued at 1.50 USD/person per way, if the following conditions are met: 

• The vehicle is owned or leased by the employer. 

• The vehicle is provided to an employee for use in the business. 

• The employer requires the employee to commute in the vehicle for bona fide, non-compensatory 

business reasons. 

• The employer has a written policy prohibiting personal use other than commuting. 

• The employee does not use the vehicle for other than de minimis personal use. 

• The employee who uses the vehicle is not a control employee (defined below).   

• A control employee of a nongovernment employer for 2020 is generally any of the following 

employees: 

➢ A board or shareholder-appointed, confirmed, or elected officer whose pay is 115,000 USD 

or more; 

➢ A director; 

➢ An employee whose pay is 230,000 USD or more; or 

➢ An employee who owns a 1% or more equity, capital, or profits interest in your business. 

• A control employee for a government employer for 2020 is either of the following: 

➢ A government employee whose compensation is equal to or exceeds Federal Government 

Executive Level V, i.e., 160,100 USD in 2020; or 

➢ An elected official. 

6.2. Other taxes on company vehicles 

The employer must remit employment taxes on the taxable fringe benefit portion of an employee’s use of 

the company vehicle. Social Security and Medicare employment taxes are levied only at the federal level. 

Unemployment taxes are levied by both the federal and state governments. 

7. Income taxes – drivers’ personal taxation 
7.1. Private use 

See section 6 for the income tax implications for the personal use of a company car. An individual may not 

claim depreciation on a personal income tax return for the vehicle. See section 5.4.2 for discussion of the 

election to deduct sales tax paid on a personal tax return. 

Individuals can qualify for the New Qualified Plug-in Electric Drive Motor Vehicles Credit described in 

section 4.2.3. Also see section 8 for the personal income tax implications of selling a vehicle. 

7.2. Commuter traffic 

The distance of one’s commute depends on where one’s tax home is located. The IRS has determined that 

one’s tax home is not necessarily the place where one resides with family, but the location at which one 

stays while in the general vicinity of one’s place of business. When an employee uses his or her own 

personal vehicle to commute to and from work, he or she may not claim a business expense deduction on a 

personal tax return for this mileage. Also, any reimbursement of an employee’s mileage from his commute 

by his employer is taxable income to the employee. 
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7.3. Business miles 

Business miles in excess of an individual’s standard daily commute can either be reimbursed by the 

company, which is then considered an expense for the company, or claimed as an itemized deduction on 

the individual’s personal tax return. For 2020, the business mileage rate is set at 0.575 USD/mile. This 

business mileage rate is updated periodically by the IRS. Please refer to the IRS website, www.irs.gov, for 

the most current information. 

8.  Selling a car 
8.1. Sales tax 

See section 5 regarding sales tax on the sale of a vehicle. 

8.2. Income tax 

Selling a vehicle in the United States may have income tax implications at the federal, state and local levels. 

Individuals and corporations are taxed on any gain from the sale of a vehicle and must make estimated tax 

payments throughout the course of the year based upon estimates of full-year taxable income. For 

individuals, this can be accomplished by having the employer withhold applicable income taxes from their 

regular wages. 

8.3. Businesses 

Gain from the sale of a vehicle used in a trade or business can be treated as either capital or ordinary. 

Under the depreciation recapture rules, any gain from the sale of tangible personal property used in a trade 

or business is treated as ordinary income up to the amount of any depreciation or amortization expense 

taken on a prior or current tax return for the property. Therefore, if a company has taken depreciation in 

excess of the gain on sale, the entire gain on the sale of the property will be treated as ordinary income and 

taxed at ordinary rates. If the depreciation taken is less than the overall gain, the gain up to the amount of 

depreciation expense taken will be treated as ordinary income and the excess gain will be capital. 

8.4. Individuals 

When an individual sells a motor vehicle at a price greater than the basis, a capital gain will be reported on 

the individual income tax return. A personal vehicle’s basis is typically the individual’s acquisition purchase 

price. If the vehicle is held for less than one year, the gain is taxed at the individual’s ordinary marginal tax 

rate. However, if the property was held for a period greater than one year, the gain generally will be taxable 

at lower preferential rates. 

Because individuals cannot derive any tax benefits from the depreciation of vehicles for personal use, when 

a vehicle is sold, it is typically sold at a loss. This loss is not deductible on an individual’s tax return. 

9. Future developments 
The United States government is currently encouraging “greener” transportation methods. Congress is 

considering legislation that rewards manufacturers and purchasers for reducing their environmental 

footprint. 

US companies currently report their financial statements under US GAAP. However, FASB is currently 

working on the convergence of its standards with IFRS, with the end goal being global accounting 

standards. 

Prompted by previous statements from President Trump, there has been media speculation regarding the 

possibility of the US imposing additional tariffs as it relates to the importation of automobiles into the US.  

Please refer to www.cbp.gov for additional information on any potential new tariffs if announced. 

  

http://www.irs.gov/
http://www.cbp.gov/
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10. Legal background 
Federal legal codes: 

• Internal Revenue Code (IRC) of 1986, as amended 

• United States Code – Title 8 

State legal codes: 

• Laws of New York – Tax 

• Laws of New York – Vehicle and Traffic 

Accounting standards: 

• Accounting Standards Codification (ASC) 

About PwC's Automotive Practice 

PwC's global automotive practice leverages its extensive experience in the industry to help companies solve 

complex business challenges with efficiency and quality. One of PwC's global automotive practice's key 

competitive advantages is Autofacts®, a team of automotive industry specialists dedicated to ongoing 

analysis of sector trends. Autofacts provides our team of more than 4,800 automotive professionals and 

our clients with data and analysis to assess implications, make recommendations, and support decisions to 

compete in the global marketplace. 

 


