
Electric and Hybrid Vehicle Mileage Reimbursement  
A TMC guide

There are various options for reimbursing drivers of electric  
and hybrid vehicles for business trips.
These differ slightly for company car/cash allowance and grey fleet drivers and vary depending 
on the type of powertrain.

This guide splits company car/cash allowance and grey fleet drivers and covers the options 
available for reimbursing employees driving pure electric vehicles (EVs), plug in hybrid electric 
vehicles (PHEVs) and mild hybrids for business purposes.

Whichever reimbursement policy you decide upon, TMC’s market leading system provides  
a hassle-free way to ensure drivers are reimbursed fairly and accurately for charging their 
electric vehicles.

How does this work?

* Please note, there is an additional charge for this service.

Our in-house audit team will follow up any questions or anomalies directly with the driver, 
managing the whole process and encouraging drivers to charge up at home as much as possible.

To calculate the domestic charging costs, the employee needs to provide details of their tariff 
and kW/h cost and upload a copy of a recent energy bill.  Employees can manually record 
their monthly domestic energy usage or we can take a chargepoint data feed if they have an 
OCCP enabled smart meter.

If the home charge point is fully expensed by the employer, TMC can also manage payroll 
deductions for any private use.

For commerical fleets, it’s even simpler!  We can use telematics to reimburse drivers for home 
charging. The employee just needs to provide their domestic energy tariff, cost per kWh, 
home postcode and a copy of a recent energy bill. TMC takes the telematics data feed for all 
charges to their company vehicle and overlays the long/ lat to confirm the location of charge.  
When charged at home TMC calculate the reimbursement due and consolidate in a payroll 
file.  The employee receives an energy reimbursement statement from TMC for the payment 
they are due to receive, or alternatively, we can credit the driver’s energy bill*.

   Drivers log their business mileage via our 
app or online system.

   We check every journey complies with your 
policy and perform a postcode look up  
to check the distance.

   We calculate the reimbursement rate 
based on the method you decide to set  
(see options in the tables below).

 
 

   When working out what is owed to the 
employee for domestic charging, we also 
take into account any use of company charge 
points or public charging already paid for 
by the company.  This may mean that the 
driver owes the business for private mileage 
but either way we produce a payroll file to 
reimburse/deduct the driver.

   Each driver receives a monthly statement 
detailing the breakdown of the payment/ 
deduction they will receive.



Option 1 Option 2 Option 3 Option 4 Option 5

Pure 
EVs

Pay the HMRC 
Advisory Electric 
Rate (AER)

Use the cost 
per mile rate 
TMC have 
calculated for 
each model (see 
the Actual Cost 
Reimbursement 
section below)

Pay the actual 
cost, as declared 
by the employee. 
Employee 
manually records 
their domestic 
energy usage 
monthly. TMC 
consolidates the 
data with the 
trips and other 
payments on the 
EV highway. If 
this is above the 
AER, TMC will 
ensure it is HMRC 
compliant**.

Pay the actual 
cost using charge 
point data. TMC 
can take a direct 
feed from smart 
meters that are 
OCCP enabled 
and combine 
with trip data and 
any costs incurred 
using public 
chargers. If this 
is above the AER, 
TMC will ensure 
any payments 
are HMRC 
compliant**

For pure electric 
vans with 
telematics, there is 
a fifth option.  The 
reimbursement 
due to driver 
for any home 
charging can be 
calculated using 
the telematics 
(TMC can identify 
where the vehicle 
was at the time of 
charging).  If this 
is above the AER, 
TMC will ensure 
any payments are 
compliant**.

PHEVs Pay the relevant 
combustion 
Advisory Fuel 
Rate (AFR) based 
on either petrol or 
diesel engine.

Pay the actual 
cost, calculated 
accurately as a 
true cost to the 
employee. If this 
is above the AFR, 
TMC will ensure 
any payments 
are HMRC 
compliant**.

Pay the first 20-
50 miles (based 
on vehicle type 
and battery size) 
of each journey 
using the AER 
or the estimated 
cost per mile of 
charging and 
then use AFRs 
for the remaining 
element of the 
trip. TMC’s system 
will work this out.

Mild 
Hybrids

Pay the relevant 
AFR based on 
either petrol or 
diesel engine.

Pay the actual 
cost, calculated 
accurately as a 
true cost to the 
employee. If this 
is above the AFR, 
TMC will ensure 
any payments 
are HMRC 
compliant**

Business Mileage Reimbursement methods  
for company car and cash allowance drivers

**If not using TMC, you will need to substantiate the payment made to the employee via detailed records of personal costs paid 
by the employee for the business trips, in order for these payments to be HMRC Compliant at an audit.



Option 1 Option 2 Option 3 Option 4

Pure EVs Pay the Approved 
Mileage Allowance 
Payments (AMAP) 
rate (this doesn’t 
differ by fuel type).

Pay the actual cost 
of the electricity 
used and running 
cost of the vehicle, 
calculated accurately 
as a true cost to the 
employee. If this is 
above the AMAP 
rate, TMC will ensure 
any payments are 
HMRC compliant**.

Pay the AMAP rate 
less a substitute AFR 
and then add the 
relevant estimated 
electricity cost,  
(see above).

Pay the AMAP rate 
less a substitute 
average AFR and 
then add the AER.

PHEVs Pay the AMAP rate 
(this does not differ 
by fuel type).

Pay the actual cost 
of the electricity, 
fuel and running 
cost of the vehicle, 
calculated accurately 
as a true cost to the 
employee. If this is 
above the AMAP 
rate, TMC will ensure 
any payments are 
HMRC compliant**.

Pay the AMAP rate 
less the combustion 
AFR and then add 
the AER or the 
relevant cost-per- 
mile for electricity 
for the first 20-50 
miles of each trip 
depending on the  
vehicle. Use the 
AMAP for the 
remaining element  
of the trip. TMC 
systems will  
calculate this. 

Mild 
Hybrids

Pay the AMAP rate. Pay the actual cost 
of the fuel and 
running cost of the 
vehicle, calculated 
accurately as a 
true cost to the 
employee. If this is 
above the AMAP 
rate, TMC will ensure 
any payments are 
HMRC compliant**.

Reimbursement methods for employees who 
 do not receive a company car or cash allowance  

**If not using TMC, you will need to substantiate the payment made to the employee via detailed records of personal costs paid by the employee for the business trips, in order for 
these payments to be HMRC Compliant at an audit. 



The mileage reimbursement options shown in the tables above also apply to drivers with  
fuel cards and electric charge cards. 

We would normally recommend deducting the private use of any fuelcard. Although this is 
still an option, for PHEVs (and also EVs) we would recommend deducting all fuel card spend 
and reimbursing business mileage based on the matrix(s) above. 

Real world data has shown that the fuel consumption for PHEVs is often higher than diesel 
and petrol powertrains, making fuel cards even more imperative.

Public charging chargecards will also be essential for pure EV drivers who can’t charge  
at home.  

Providing a charge card, as opposed to drivers paying and reclaiming also enables the 
business to recover VAT on the electricity (see section on Corporate VAT Recovery below).

It may be worth considering a fuel card that can used for both public EV charging and 
traditional fuel, as there may be times when drivers of pure EVs need to use a petrol or diesel 
vehicle, for example a rental or pool car. It would also future proof your fuel card as more 
electric vehicles are deployed.  

TMC offers businesses an all-round solution for both public electric charging and the 
purchase of fuel, perfect for fleets that include pure EVs, PHEVs, hybrids and traditional 
petrol or diesel engine vehicles. 

Powered by Mastercard/ VISA, our unique Fuel EV card can be used to pay for charging  
at over 90% of charge points in the UK and is accepted at 99% of fuel stations. The card is 
fully VAT compliant and is not a pre-paid card.

Strong processes and controls, which are provided by TMC, ensure that employees do not 
incur benefit in kind for any private mileage, whilst helping drivers with their cash flow.  
The business still retains visibility, HMRC compliance and control of fuel card use.

Reimbursing drivers using the actual cost of electricity is the fairest way to reimburse 
employees driving electric vehicles.

TMC’s team of analysts calculated the cost of charging electric cars and vans at home based 
on the WLTP.  The analysis showed that the government advisory electric rate (AER) of 4p 
per mile, although a reasonable average cost when it was implemented, is insufficient to 
cover the cost of charging the majority of electric vehicles now available in the UK.

The actual cost per mile for domestic charging is as much as 130% higher than the AER for 
cars and up to 232% higher for vans based on the WLTP figure.

If the cost of public charging is factored in – necessary for longer distance business mileage, 
the gap between the AER and actual cost widens further.

The chart below shows the cost per mile when a vehicle is charged at home.

Fuel cards and electric charge card users

Actual cost reimbursement



How to reimburse at actual cost

To reimburse at actual cost, businesses need to take into account the different costs  
of charging at home, office, curb side and public charge points on route.

The first step is to aggregate all the charging costs incurred for the month whether this 
is home, office or public charging.  Home charging costs can be calculated using the 
employee’s kW/h costs.  Detailed records of charging events will need to be maintained.

Next, employees need to keep detailed and accurate records of all business mileage 
incurred and the total personal mileage driven in the month.  The business proportion of the 
total cost can then be calculated.  However, the cost of charging paid for by the employer 
will need to be removed, or deducted, as necessary before determining the amount to 
reimburse or charge the driver.

The above does take a while to work out as it is unique to each individual.  

We have adjusted the WLTP by 15% to account for real world battery usage and have calculated the costs based on electricity priced at 17.4p/kWh. 

It’s also worth noting that in winter, the 15% real world adjustment is likely to be an under estimation, putting even more upward pressure on the 
actual cost per mile. 

Data above produced October 2021.

Renault Twizy 2.2p

Polestar 2 3.3p

Paxster Generation 2 3.7p

Fiat 500 3.8p

BMW i3 3.8p

Hyundai Ioniq 4.0p

Volkswagen Up 4.1p

Smart Forfour 4.1p

Tesla Model 3 4.1p

Smart Fortwo 4.1p

Hyundai Kona 4.2p

Renault Zoe 4.2p

Volkswagen ID.3 4.4p

Kia Niro 4.5p

MINI Hatch 4.6p

Kia Soul 4.6p

Citroen C4 4.6p

BMW i4 G26 4.7p

Vauxhall Corsa 4.8p

Mazda MX-30 4.8p

DS Automobiles 3 4.9p

MG Motor UK MG5 EV 4.9p

Volkswagen ID.4 4.5p

MG Motor UK MG5 EV 4.5p

Kia EV6 4.9p

Nissan Leaf 4.9p

Skoda Enyaq iV 4.9p

Volkswagen ID.4 5.0p

Vauxhall Mokka 5.0p

Tesla Model S 5.0p

Mercedes Eqs 5.0p

Hyundai Ioniq 5 5.1p

Mercedes Eqa 5.1p

Peugeot 208 5.2p

Audi Q4 E-Tron 5.4p

Peugeot 2008 5.4p

MG Motor UK ZS 5.5p

BMW iX3 5.6p

Lexus UX 300e 5.6p

Tesla Model X 5.7p

Vauxhall Combo Life 5.7p

Ford Mustang Mach-E 5.8p

Peugeot Rifter 5.9p

BMW iX i20 5.9p

Volvo C40 6.0p

Volvo XC40 Pure Electric 6.1p

Jaguar I-Pace 6.2p

Audi E-Tron GT 6.3p

Mercedes Eqc 6.5p

Audi E-Tron RS GT 6.6p

Audi E-Tron 6.7p

Citroen Spacetourer 6.8p

Peugeot Traveller 6.8p

Mercedes Eqv 7.8p

Porsche Taycan 8.3p

Fiat E-Ducato Passenger 9.2p



Employees can use office-based charging units without any benefit-in-kind implications  
– for both company and privately owned vehicles.

It is important though to ensure office charging is accounted for so that employees can’t  
claim for this energy when submitting their business mileage expenses.

Office Charging

PHEVs

The success of PHEVs relies heavily on drivers charging them as much as possible. 
PHEV drivers can be encouraged to maximise use of the electric motor through your 
reimbursement policy i.e. by paying an electric reimbursement rate for the first proportion  
of the  journey based upon the vehicle’s electric range.

It is important to compare the MPG being achieved against the MPG advertised by the 
manufacturer to review your PHEVs’ real world performance and check PHEVs are being 
used to their full potential.  It is also interesting to compare the MPG PHEVs achieve against 
diesel/petrol equivalents in the fleet, as you may find PHEVs to be poorer.



For more information on how TMC can help you, 
please don’t hesitate to get in touch. You can reach us on:  
t: +44 (0) 1270 525 218 e: reply@tmc.co.uk w: tmc.co.uk

You can reclaim 100% of the VAT on fuel used 
for business purposes.  Unfortunately, the 
rules for reclaiming VAT on charging EVs for 
business use are more complicated.  Partly 
this is due to different rates of VAT applying 
to charging at different locations:

   5% reduced rate of VAT on domestic 
electricity

   20% standard rate of VAT for public charge 
networks

   5% or 20% VAT rate on business electricity 
(employer charging) – the rate depends on 
whether the business uses above or below 
a de minimis amount of electricity

In addition, the rules of supply state that VAT 
can only be recovered on business mileage 
if the supply of electricity is made directly to 

the business.  So, charging at the workplace 
and charging on public charge networks 
where the business pays the supplier directly 
would be eligible for VAT recovery.  VAT is not 
recoverable when the supply of the electricity 
is made to the employee, for example, 
home charging on the employee’s domestic 
electricity supply or public charging on the 
employee’s own account with the costs 
relating to business mileage reimbursed by 
the business.

To recover VAT on eligible supplies of 
electricity the business would need to keep 
accurate records of charging and mileage 
for each vehicle and be able to split the cost 
of electricity between business and personal 
mileage.  TMC can do this for you.

Corporate VAT recovery on fuel

How TMC can help

TMC holds data on the range and the kWh for each electric vehicle in the market.  We have 
APIs set up with providers to take in office and home charging data, along with feeds from 
charge card providers.   Employees who don’t have smart meters that are OCCP enabled 
can provide details of their energy supplier and cost per kWh and we work out the cost per 
mile for charging their vehicle at home.  They can also claim for any public charging costs 
for business mileage, where they don’t have a fuel card.  Employees can claim their mileage 
using our system, or via our app, and we work out their reimbursement rate and provide a 
payroll file to the employer and a statement to the employee.  We also have a charge card 
that can be used to pay for charging at over 90% of public charge points in the UK.

However you want to reimburse electric vehicle drivers for business mileage, we can help.  
Our clients use a variety of methods, which we make simple for the driver and business to use.

If you would like to talk to us about the best way to reimburse your electric vehicle drivers, 
we’d love to hear from you.


