[image: ]


	Commons Library Request Response



	[bookmark: _Toc4491626][bookmark: _Toc4491758][bookmark: _Toc35964731][bookmark: moneB_FPDisclaimer]


[bookmark: _Hlk44424796][bookmark: _Toc38552640]
Motability scheme
Has an equality impact assessment been published on the combined effect of VAT on advance payments and Insurance Premium Tax on Motability users, particularly those requiring more specialist or higher-cost vehicles?  (Antony Seely)
Yes. HM Revenue & Customs published this at the time of the 2025 Budget, as noted in an answer to a recent PQ on this reform (PQ102838, 12 January 2026).
Was the removal of specific brands based on measurable cost or risk evidence, or primarily on public perception, given that many of those vehicles previously fell within the scheme price cap and required substantial user contributions?  (Mike Benson)
The Motability webpage Updates to the cars available on the Motability Scheme (25 November 2025) says that the removal of certain brands from the scheme was because these were outside of the scheme’s main focus on “essential, practical mobility”:
You may have noticed that we’ve taken cars from brands such as Alfa Romeo, Audi, BMW, Lexus and Mercedes-Benz off the price list.
We’ve also removed all coupe and convertible cars from other manufacturers.
These models tend to be higher-cost vehicles that sit outside the Scheme’s focus on essential, practical mobility.
Decisions about the vehicles to be included in the scheme (as well as the operation and administration of the scheme more widely) are for the Motability Foundation, a registered charity (PQ 85568, 5 November 2025).
Has any assessment been made of the impact on choice, dignity, and practical accessibility for disabled users? 
In its announcement about changes to the Motability scheme, Motability said that while it has removed higher cost vehicles from the scheme, it still provides a wide choice of vehicles including the “same choice of larger 7 seater cars, available from 10 different manufacturers”.
According to the Motability webpage Choose a vehicle type as of 5 February 2026 there are 403 Wheelchair Accessible Vehicles (WAVs) available through the scheme. Motability also offers adaptations to make vehicles easier to use.
EV per-mile charge 
In the Autumn 2025 Budget, the government announced that it would introduce electric Vehicle Excise Duty (eVED). This is a new mileage charge for electric and plug-in hybrid cars, which will take effect from April 2028. It also launched a consultation which sets out further detail on how eVED will work and seeks views its design and implementation. The consultation closes on 18 March 2026.
What provision is being considered for disabled drivers in receipt of PIP who rely on a vehicle for mobility, and would an exemption or reduced rate for vehicles registered as “Disabled” be contemplated?  
Section 4.13 of the consultation says that eVED would apply to vehicles driven by drivers who are in receipt of PIP:
eVED will apply to cars driven by those who are wholly or partially exempt from VED, but where their petrol or diesel equivalents would be subject to fuel duty. This includes those who receive the mobility component of certain disability-related benefits (principally Disability Living Allowance or Personal Independence Payment). These groups will continue to receive the same VED exemptions as they do now but will not be exempt from eVED, as they are not exempt from fuel duty.
As noted above, the government is seeking views on this as part of the consultation, so the constituent may wish to consider submitting a response on this issue.
Will the consultation explicitly assess distributional and equality impacts, and publish modelling on likely effects on EV adoption among lower-income and Motability users?
This is likely to be outside the scope of the consultation, which is seeking views on the design and implementation of eVED. However, the government may choose to publish further documents as part of or alongside its consultation response, or when it introduces eVED.
In answer to a recent PQ (PQ 106452, answered 27 January 2026) the government said that people who receive the mobility component of certain disability-related benefits would not be exempt from eVED (unliked VED):
As announced at Budget 2025, the Government is introducing Electric Vehicle Excise Duty (eVED) from April 2028, a new mileage charge for electric and plug-in hybrid cars, recognising that EVs contribute to congestion and wear and tear on the roads but pay no equivalent to fuel duty.
eVED is designed to replace fuel duty for electric and plug-in hybrid cars. This means it will apply to cars driven by those who are wholly or partially exempt from Vehicle Excise Duty (VED), but where their petrol or diesel equivalents would be subject to fuel duty. This includes those who receive the mobility component of certain disability-related benefits (principally Disability Living Allowance or Personal Independence Payment). These groups will continue to receive the same VED exemptions as they do now but will not be exempt from eVED, as they are not exempt from fuel duty.
As with petrol/diesel vehicles where fuel duty applies, eVED will also apply to cars that are leased. The leasing company will typically be responsible for paying eVED and can choose how to pass on to their customers.
Is any consideration being given to recycling part of the revenue to offset costs for disabled drivers or improve charging provision in underserved areas?
Paragraphs 3.13 – 3.15 of the consultation discuss revenue from eVED. In general, it is proposed that this will replace declining fuel duty revenue. However, it does not mention any specific proposals to offset costs for disabled drivers or improve charging provision in underserved areas.
Luxury car tax (Expensive Car Supplement)
Has consideration been given to the distortion created by applying the supplement for up to six years regardless of depreciation or change of ownership, particularly its impact on the second-hand EV market?  Would reducing the duration of the supplement or introducing automatic indexation of the threshold be compatible with the Government’s stated objective of supporting EV uptake? (Antony Seely)
The expensive car supplement (ECS) is a supplement in addition to the standard rate of Vehicle Excise Duty (VED), which is applied to cars with a list price of over £40,000. This charge was introduced in 2017, as part of a series of reforms to the VED announced by the Conservative government in its summer 2015 Budget (HMRC, Vehicle excise duty, 8 July 2015). The charge applies for five years, after the first year of registration.
As noted in answer to a recent PQ about amending the ECS in this way, the government has no plans to change the scheme’s scope (PQ103368, 12 January 2026). 
That said, in the 2025 Budget the government announced that it would increase the ECS threshold to £50,000 from 1 April 2026 for zero emission cars, as one of a series of measures to support the electric vehicle transition (Budget 2025 HC 1492 (PDF), November 2025, pp39-40 (Box 2.C); HMRC, Increase in the Vehicle Excise Duty Expensive Car Supplement threshold for zero emission cars, 26 November 2025). In the Autumn 2024 Budget the government had stated that it had recognised the disproportionate impact of the threshold for those purchasing zero emission cars and it would consider raising the threshold for zero emission cars only at a future fiscal event, to make it easier to buy electric cars (Autumn Budget 2024, HC 295 (PDF), October 2024 para 5.87). Provision to set the new threshold is included in the Finance (No.2) Bill 2024-26 (specifically clause 94 of the bill). At present the bill is being considered by Public Bill Committee, and there was a short debate on this clause, although Members did not discuss the question of any wider changes to the ECS (Public Bill Committee (Finance Bill), Fourth sitting, 27 January 2026 cc141-4). 
Salary sacrifice – pensions versus car schemes 
Has the Treasury assessed why pension salary sacrifice is being restricted while car salary sacrifice remains untouched and continues to benefit from favourable NIC treatment? Is a more consistent framework across different uses of salary sacrifice under consideration?
In the 2025 Budget the government announced that it would extend employer and employee NICs on pension contributions above £2,000 per annum made via salary sacrifice from 6 April 2029. It set out its case for doing so in the Budget report, but made no reference to any wider review of the use of salary sacrifice schemes:
The government supports all individuals to save into pensions through a generous system of tax reliefs, worth over £70 billion a year. Salary sacrifice into pension schemes is forecast to almost treble in cost, from £2.8 billion in 2016-17 to £8 billion by 2030-31, with the biggest benefits going to the pension contributions for higher earners and minimum wage employees excluded. The government is therefore capping the amount that can be sacrificed without paying NICs at £2,000 per employee from 2029, protecting lower earners, while retaining generous tax relief on pension contributions in full. 
This pragmatic approach to controlling costs means that employees who contribute up to £2,000 into their pension each year via salary sacrifice can continue to benefit in full, but employee and employer NICs will be charged in the usual way on the amount above £2,000 for the minority of those who contribute above this. The cap means 74% of basic rate taxpayers, and their employers, currently using salary sacrifice will be unaffected by this change.
Budget 2025 HC 1492 (PDF), November 2025, para 2.45-6
The Library briefing National Insurance Contributions (Employer Pensions Contributions) Bill - House of Commons Library provides more background on this measure.
There does not appear to have been any recent debate on the use of salary sacrifice schemes for other benefits, such as cars, although ministers have noted in answer to PQs the role of schemes providing ultra-low and zero emission vehicles in the EV transition (see, for example, PQ87577, 10 November 2025; PQ38255, 18 March 2025).

Cash ISA changes
What evidence supports the assumption that reducing the cash ISA allowance will materially increase productive investment in UK businesses rather than simply reallocating savings?  Has the impact on savers’ behaviour and on building society funding been assessed?
The government announced plans to reduce the limit on cash ISA contributions from £20,000 to £12,000 at the Autumn Budget 2025. 
Justifying the decision, the government said: “Investing £1,000 a year in an average stocks and shares ISA every year since 1999 would have delivered a £50,000 better return than if it was invested in a cash ISA” (Source: HM Treasury, Budget 2025). 
It did not produce any analysis of how it expects this change might affect savings allocation and what that might mean for productive investment in UK businesses. Nor did it produce an assessment of how this might affect building societies. 
Research on the impact of the changes is inherently speculative and lacks reliability. 
Hampshire Trust Bank surveyed its own cash ISA savers. The vast majority were opposed to such a move, and only 9% would move savings into a stocks and shares ISA, which was the action the government intend to stimulate with such a cap. Almost half said they would put their money into other cash savings accounts which could incur taxes. A quarter said they would consider other investments such as premium bonds, pensions or gold. I can’t say the extent to which these survey results are representative of the views of cash ISA savers more generally. 
Atom Bank found if the Cash ISA allowance was reduced, half its Cash ISA savers would save more in other cash savings accounts which may incur tax on interest. 39% said they would not save any more into a stocks and shares ISA though it’s hard to interpret this figure as it’s unclear what proportion of Atom Bank’s Cash ISA customers have a stocks and shares ISA in the first place. 
Plum Bank similarly found that reducing the cash ISA limit would likely drive customers towards other cash savings accounts rather than investments. 
The Building Societies Association warned that because cash ISAs are an important source of funding for lenders, reducing the role of cash ISAs could increase borrowing costs, making it harder for first-time buyers to get a mortgage. 
For further information on the measure please see the Treasury Select Committee’s Cash Individual Savings Account report and government response
Frozen savings limits in means-tested benefits 
Is there an active review of the £6,000 and £16,000 capital limits given their long freeze and substantial real-terms erosion?  
The capital limits for means-tested benefits are not uprated annually or at any other interval laid out in statute. Instead, they have been increased on an ad hoc basis since they were first introduced for national means-tested benefits in the 1930s. 
The last time they were uprated for working-age benefits was in 2006 when the lower capital limit was increased from £3,000 to £6,000, and the upper capital limit from £8,000 to £16,000.
Before then, between 1990 and 2006, the lower limit was £3,000 and the upper limit was £8,000.
Section 150(1) of the Social Security Administration Act 1992 (as amended) requires that in each tax year the Secretary of State for Work and Pensions reviews the rates of various social security benefits and pensions “in order to determine whether they have retained their value in relation to the general level of prices obtaining in Great Britain estimated in such manner as the Secretary of State thinks fit.” There is, however, no statutory duty to uprate the levels of means-tested benefits in line with prices, including the capital limit levels.
The government is currently undertaking a review of Universal Credit, “exploring the policy design and structures of Universal Credit” by looking at three broad areas (tackling poverty, making work pay, and maximising Universal Credit’s potential and impact) (PQ 79128, 20 October 2025). I have not seen any statement indicating this is reviewing the capital limits specifically.
For further information on the uprating process for benefit levels more generally, see the Commons Library briefing, How benefit levels are set. For further information on the capital rules themselves, see our Commons Library casework page, How savings can affect benefits.
Would uprating these limits with inflation or smoothing the £16,000 cliff-edge be under consideration, and could this be clarified formally on the parliamentary record?
In October 2025, Sir Stephen Timms, the Minister for Social Security and Disabled People, said in response to a question about the capital limit threshold for disabled people who are unable to work, that “Whilst we keep all policies under review there are no current plans to change the capital limits for disabled customers” (PQ 84485, 30 October 2025).
I cannot find an explicit reference by the current Labour government to their policy on the level of the capital limits in means-tested benefits more generally. You might try asking a parliamentary question on whether the government is looking at the level of the current capital limit thresholds.
You may be interested to know that in April 2025, the Resolution Foundation published a report, Saving Penalties, which said that had the capital limit thresholds risen with inflation since 2006, “they would now be over £10,000 and £27,000, respectively”. It noted that, as a result, a greater proportion of families on working-age means-tested benefits had been brought into capital means-testing: from 35% of working-age families with savings above £6,000 and 23% above £16,000 in 2006-08, to 46% and 32% respectively by 2020-22. It called on the government to uprate capital limits with inflation annually and to look at the £16,000 upper limit as part of its wider ongoing review of Universal Credit, potentially removing it entirely.
eVED 
Collection method: Will eVED be payable annually up-front, monthly, or via another mechanism?
Paragraphs 4.17 – 4.22 of the consultation set out the government’s proposals for collecting payments. This states that motorists will have the option to pay upfront or to split their payment into smaller monthly payments via direct debit.  
Equity and ability to pay: will there be exemptions, reduced rates, caps, or a hardship/grant scheme for disabled people on means-tested and disability benefits (particularly where the vehicle is essential for independence, health appointments, and caring responsibilities)?
As set out above, the consultation document says that those who receive the mobility component of certain disability-related benefits (principally Disability Living Allowance or Personal Independence Payment) will not be exempt from eVED.
Payment smoothing: if it proceeds, will the Government commit to monthly payment options (or via energy/charging accounts) rather than a single annual payment?
As set out above, the consultation document says that a monthly payment option will be available.  
Interaction with Motability / PIP: how will this affect people whose mobility is already constrained, especially if they cannot access newer “cheap to buy” EVs or need specific models for disability reasons?
Motability already offers a variety of EVs, including electric wheelchair accessible vehicles (WAVs).
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