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Over the last few years, electric bicycles in particular have 
become increasingly popular alongside classic bicycles. At 
the beginning of 2015, there were still 1.5 million electric 
bikes in households. At the beginning of 2020, 4.3 million 
households in Germany already owned at least one electric 
bike. This means that the number of private households 
with e-bikes has almost tripled in the past five years.  

The use of (electric) bicycles can be advantageous for 
several reasons. In addition to ecological aspects, there 
may also be tax advantages from the use of (electric) 
bicycles compared to conventional motor vehicles.  

I. Traffic classification 
The decisive factor for the taxation of electric bicycles is 
their classification under traffic law, as this is binding for 
income tax purposes.  

An electric bicycle is considered equal to classic bicycles, 
provided that it: 

• is equipped with an electric pedal assist (up to 25 
km/h) with a maximum continuous rated power of 
0.25 kW, or 

• has an independently accelerating so-called start-
ing or pushing aid (up to 6 km/h). 
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If the electric bicycle does not meet these requirements, it 
must be classified as a motor vehicle under traffic law. In 
this case, benefits for electric motor vehicles may be 
applicable.  

This information sheet provides an overview of the 
treatment of (electric) bicycles, which are not motor 
vehicles under traffic law, for income tax and VAT 
purposes. 

II. Use by the employee 
1. Transfer to employees  

The taxation of the provision of a company bicycle to an 
employee for journeys between home and the first place of 
work or equivalent journeys as well as private journeys 
depends on the contractual arrangement. 

Contractual models for the transfer of use include: 

• Wage increase (i.e., transfer as additional compensa-
tion) or 

• Salary conversion (e.g., when the employee waives 
part of the cash salary in exchange for the transfer) or 

• Special legal relationship (i.e. contract without 
dependence on employment relationship, exceptional 
case). 

1.1 Taxation until assessment period 2018 
For income tax purposes, the non-cash benefit (= 
remuneration in kind) from the provision of a company 
bicycle to an employee by way of a salary conversion or 
wage increase is to be valued up to and including the 2018 
assessment period at 1% of the manufacturer's, importer's 
or wholesaler's recommended retail price, rounded down to 
the nearest hundred euros, at the time the bicycle is put 
into operation, including VAT. This value is also to be 
applied if the possibility of use arises only temporarily in the 
course of a month.  

Note: If an electric bicycle leased by the employer is 
transferred to an employee by way of salary conversion, it 
is recommended that the previous cash salary be reduced 
by the gross value of the lease payment. 

For income tax purposes, the total of cash and non-cash 
remuneration constitutes the employee's taxable remunera-
tion. The exemption limit of € 44 per month is not applicable 
in cases of wage increases or salary conversion. 

Example 1: Entrepreneur A (VAT standard taxation) 
concluded a leasing contract with the manufacturer on 
1.2.2017 for the provision of an electric bicycle. The 
manufacturer's recommended retail price (including VAT) at 

that time was € 5,950. The monthly lease payment 
amounts to € 100 plus € 19 sales tax. 

The electric bicycle is also provided to Employee B for 
private use from 10.2.2017 by way of a salary conversion. 
The cash salary was previously € 3,000. 

Solution: 

The non-monetary remuneration value as of February 2017 
is € 59 per month (= € 5,900 x 1 %). The employee's 
taxable income is determined as follows: 

 3.000 €  Cash salary so far 

./. 119 € Gross lease payment 

= 2.881 € Cash wage 

+ 59 € Average value (wages in kind) 

= 2.940 € taxable wage 

If an employee is provided with a company bicycle by way 
of a special legal relationship, the taxable remuneration due 
to the transfer of use is to be calculated up to and including 
the 2018 assessment period using the usual sales prices at 
the place of delivery, reduced by usual price discounts. The 
result must be reduced by the remuneration paid by the 
employee. The exemption limit of €44 per month is 
applicable in these cases. 

Example 2: Entrepreneur C (standard VAT taxation) 
concluded a leasing contract with the manufacturer for an 
electric bicycle on 1.7.2017 and leased it to Employee D. 
The monthly leasing rate of the entrepreneur amounts to € 
95.20 (gross). The previous cash salary of the employee i. 
The employee's previous cash salary of €4,000 per month 
is not reduced, but the employee reimburses the employer 
for the leasing rate. Furthermore, no salary increase is to 
result from this circumstance and no other consideration is 
expected from the employee. It is agreed that the employee 
bears all costs and risks arising from the lease. 

A bicycle rental company at the drop-off location would 
have charged €119 per month, including sales tax, for the 
transfer.  

Solution: 

The electric bicycle is provided to the employee by way of a 
so-called special legal relationship. From July 2017, the 
employee's taxable income is to be valued at the 
discounted leasing conditions provided, in this case €23.80 
(= €119 . / €95.20), in accordance with Section 8 (2) 
sentence 1 EStG. This amount does not exceed the 
monthly exemption limit of € 44 and therefore does not 
result in taxable wages. 
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 4.000 €  Cash wage so far 

+ 0 € countervailing benefit  

= 4.000 € taxable wage 

1.2 Changes in taxation as of the 2019 
assessment period 
If the company bicycle is provided to the employee in 
addition to the wages owed anyway, this transaction will 
generally not result in taxable wages as of the 2019 
assessment period. This benefit is limited in time and can 
be applied for the last time in the assessment period 2030. 

The interpretation of the term "in addition to the wages 
owed in any case" was the subject of several disputes 
before the Federal Fiscal Court (Bundesfinanzhof, BFH). 
The BFH ruled that the additionality criterion can be fulfilled 
in all contractual models described under II.1, irrespective 
of whether the employee is entitled to the additional 
remuneration under labor law. The prerequisite, however, is 
that the additional remuneration is paid for a specific 
purpose in addition to the remuneration already owed (= 
not for a specific purpose). If, on the other hand, the 
additional payment is credited against the unchanged 
agreed wages, the criterion of "in addition to the wages 
owed anyway" is not met according to BFH case law.  

Now, with the Annual Tax Act 2020, the legislator has 
reacted to the change in case law and clarified for benefits 
from 1.1.2020 that salary conversions do not meet the 
additionality criterion. 

Note: According to administrative opinion, the additionality 
criterion is not met in all cases of salary conversion, even 
for benefits paid on or after Jan. 1, 2019, and before Dec. 
31, 2019. 

If the characteristic "in addition to the wages owed anyway" 
is not fulfilled in an individual case, the above-mentioned 
tax exemption is not applicable. In these cases, the time of 
the first transfer is decisive for determining the taxable 
remuneration in kind. In the event of a first-time transfer 
before January 1, 2019, the determination of the salary 
shall be carried out in accordance with item II.1. If the 
employer provides the employee with the company bicycle 
for the first time after December 31, 2018 and before 
January 1, 2031, the monthly average value of the private 
use (= remuneration in kind) shall be determined as 1% of 
the halved recommended retail price of the manufacturer, 
importer or wholesaler rounded down to a full hundred 
euros in the calendar year 2019 and, as of January 1, 
2020, 1% of the quartered recommended retail price of the 
manufacturer, importer or wholesaler rounded down to a 
full hundred euros at the time the bicycle is put into 
operation, including sales tax. 

1.3 Sales tax consequences 
The VAT treatment of the provision of bicycles to 
employees is based - in the absence of special statutory 
regulations or statements by the tax authorities - on the 
general principles depending on the respective contractual 
arrangement.  

In cases of salary conversion or wage increase, the value-
added tax must be determined on the basis of the total 
costs of the employer (including value-added tax) (= so-
called exchange-like turnover). This value is a gross value 
from which the sales tax is to be deducted. 

Continuation of example 1: The total costs of the 
employer amount to € 119 (gross) per month. The sales tax 
on the transfer to the employee in this case is monthly grds: 

 119 €  Total cost (gross value, 119 %) 

./. 19 % Reduction 

= 100 € Net value (100 %) 

= 19 € monthly sales tax 

Note: In the case of the transfer of conventional motor 
vehicles, the average value determined for payroll tax 
purposes can generally be used to determine the value-
added tax. This is also a gross value from which the sales 
tax is to be deducted. It is unclear whether this assumption 
is also permissible in the area of (electric) bicycles. 

If the bicycle is leased to the employee by way of a special 
legal relationship and the employee reimburses the 
employer for the leasing installments, the VAT is to be 
assessed on the basis of the remuneration paid by the 
employee. 

Continuation of example 2: The leasing rate reimbursed 
by the employee amounts to € 95.20 per month (gross). 
Due to the transfer to the employee by way of a special 
legal relationship, there is a monthly sales tax in the 
amount of: 

 95,20 €  Gross expenses 

./. 19 % Reduction 

= 80,00 € Net value for expenses with input tax 
deduction 

= 15,20 € monthly sales tax 

1.4 Deduction of income-related expenses for 
the employee 
If an employee uses an (electric) bicycle provided by the 
employer for journeys between home and the first place of 
work, the employee may claim € 0.30 per full distance 
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kilometer as income-related expenses for each working 
day, up to a maximum of € 4,500 per year. 

Note: The deduction of income-related expenses for travel 
between home and the first place of work is also possible if 
the provision of an electric bicycle did not result in taxable 
wages (for cases without taxable wages, see point III.2). 

If the employee also uses the provided bicycle for away-
from-home activities (= work-related journeys that are not 
journeys between home and the first place of work), no flat-
rate calculation of income-related expenses is possible. 
The background to this is that the current Federal Travel 
Expenses Act does not provide for a flat-rate mileage 
allowance. As a result, an income-related expense 
deduction for travel expenses for out-of-town activities is 
only possible if the employee proves or credibly demon-
strates the costs incurred. 

1.5 Additional payments by the employee 
Cost transfers by the employee reduce the non-cash 
benefit (= remuneration in kind) from the transfer of use of 
the bicycle, but not the assessment basis for VAT 
purposes. It should be noted that the remuneration in kind 
can be reduced to a maximum of €0. An additional payment 
by the employee therefore does not lead to a negative non-
cash remuneration in any case.  

Note: If the provision of an electric bicycle to the employee 
is tax-exempt under income tax law, an additional payment 
by the employee cannot lead to a reduction in the 
employee's wages. 

1.6 Special features of bicycle rental compa-
nies 
If a bicycle rental company (= employer) provides a bicycle 
to an employee, the taxable income up to and including the 
2018 assessment period is generally based on the final 
prices, reduced by 4%, that the employer would charge for 
this service in general business transactions. The 
calculated remuneration in kind is only taxable to the extent 
that it exceeds € 1,080 per year (= tax-free amount). 

Example 3: Entrepreneur E (standard VAT taxation) 
carries out a commercial activity in the context of renting 
out electric bicycles. Until now, the employee F has only 
received a monthly cash salary of € 2,000.  

In the course of a wage increase, the employee will be 
provided with an electric bicycle - with adjustment of the 
employment contract - without additional payment from 
January 2018, which he may use for private journeys and 
for journeys between home and the first place of work. As a 
monthly rent for such an electric bicycle, the entrepreneur 
demands a gross amount of € 100 from a third party.  

Solution: 

The employee's taxable wages for 2018 are determined as 
follows: 

 24.000 €  Cash wage so far 

+ 1.200 € usual final price for the provision of 
the electric bike 

./. 48 € Discount 4% from the usual final price 

./. 1.080 € Allowance  

= 24.072 € taxable wage 

The remuneration in kind from the transfer of the electric 
bicycle amounts to € 72 (= € 1,200 . /. € 48 . /. € 1,080). 

As an alternative to the special calculation of the remunera-
tion in kind described above, the calculation can also be 
carried out analogously according to the principles of point 
II.1. In the case of bicycle rental companies, this results in a 
right of choice for the valuation of the remuneration in kind. 
This option can be exercised both by the employer in the 
wage tax deduction procedure and by the employee in the 
assessment procedure. 

As of the 2019 assessment period, the provision of a 
bicycle - in accordance with the principles outlined in 
section II.1.2 - may not result in taxable remuneration for 
income tax purposes. 

2. Transfer of ownership to the em-
ployee 

If an employer provides an employee with a company 
bicycle free of charge or at a reduced price in addition to 
the remuneration already owed (item II.1.2), the employer 
may levy wage tax at a flat rate of 25%. in the amount of 25 
%. This flat rate option can be applied to the aforemen-
tioned benefits granted by the employer as of the 2020 
assessment period.  

The basis of assessment for the lump-sum wage tax on 
remuneration in kind is the monetary value reduced by 
payments made by the employee. This is generally to be 
determined at the final price at the place of delivery at the 
time of delivery, reduced by the usual price discounts. 

If a purchased bicycle was assigned to the company's 
assets until it was transferred to the employee and if the 
entrepreneur was entitled to (partial) input tax deduction at 
the time of purchase, the following VAT consequences 
arise: 

• If the bicycle is transferred free of charge, this is a so-
called free transfer of value. The sales tax is to be 
assessed on the basis of the purchase price or the 
cost price at the time of transfer.  
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• If the employee pays a discounted price for the 
transfer of ownership, the basis of assessment for 
VAT on the supply is the difference between the pur-
chase price or cost price at the time of transfer and 
the agreed net price. 

3. Charging at the employer's premi-
ses 

If the employee's electric bicycles are charged free of 
charge or partially free of charge at the business premises 
of the employer or an affiliated company, this generally 
results in taxable remuneration in kind.  

However, in deviation from this principle, these benefits 
granted by the employer for reasons of equity (= according 
to administrative opinion) do not constitute taxable wages.  

III. Operational use 
1. Allocation to business assets 

If an (electric) bicycle is used for business purposes, it must 
be examined whether it can or must be allocated to private 
assets, to the optional business assets or to the necessary 
business assets. 

If a bicycle is used for business purposes to a degree of 
more than 10%, but no more than 50%, it may be allocated 
to private assets or to the company's optional business 
assets. The possible allocation to the optional business 
assets must be documented in an unambiguous manner by 
means of records prepared in a timely manner.  

An electric bicycle must be allocated to the business assets 
if the business use is more than 50 % (= necessary 
business assets). 

Note: If the business use of an electric bicycle is below 
10%, it must be allocated to private assets. In this case, the 
proven costs for business use can be taken into account as 
a business expense. A flat rate of €0.30 per full kilometer 
and working day can also be claimed for travel between 
home and the business premises, up to a maximum of 
€4,500 per year.  

2. Use for travel between home and 
business premises 

If the (electric) bicycle is allocated to the necessary or 
optional business assets, the expenses incurred in 
connection with this asset constitute business expenses. 

If an entrepreneur also uses a company bicycle for 
journeys between home and the place of business, the 
expenses incurred in this connection are already 
recognized as business expenses. An additional deduction 

of the commuting allowance (according to point III.1) is not 
possible. 

Note: In the case of company motor vehicles that are also 
used for journeys between home and the place of business, 
the expenses for these journeys may not be claimed in full 
as a business expense. This problem does not exist for 
company bicycles, which are not motor vehicles. 

3. Private use  

3.1 Taxation until assessment period 2018 
If a bicycle allocated to the business assets is also used for 
private purposes, the private use portion is to be recog-
nized as a withdrawal of use at the proportion of the total 
costs. In contrast to the determination of the withdrawal of 
use of motor vehicles, there is no more specific statutory 
regulation or administrative instruction. 

Note: An alternative way of determining the withdrawal of 
use would be to adopt the average value for payroll tax 
purposes. However, there is no legal regulation or 
administrative instruction in this context. 

3.2 Taxation as of assessment period 
2019 

The private use of a company (electric) bicycle constitutes 
a non-taxable transaction as of the 2019 assessment 
period. As a result, no taxable withdrawal of use that 
increases profit is to be determined. This benefit is limited 
in time and is applicable for the last time in the assessment 
period 2030.  

3.3 Value added tax consequences  
The use of a bicycle by an entrepreneur for private 
journeys, which is part of the company's assets for VAT 
purposes, results in a so-called free transfer of value, 
provided that the entrepreneur was able to deduct the input 
tax amounts in full or in part from the acquisition costs. 

Note: A purchased bicycle can be allocated to business 
assets if at least 10% of it is used for business purposes. 

The sales tax on the free transfer of value is to be 
determined on the basis of the expenses incurred with full 
or partial input tax deduction (including acquisition costs). 
The sales tax is to be added to the corresponding net 
expenses. If the acquisition costs for the (electric) bicycle 
amount to more than € 500, these are to be distributed 
evenly over 5 years for the determination of the expenses 
incurred. 
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4. Special depreciation for electrically 
powered cargo bicycles 

Bicycles are movable assets subject to wear and tear. If 
they are allocated to the business assets (see point III.1 on 
the principles), the acquisition costs can generally be 
claimed by way of straight-line depreciation, provided they 
are intended to serve the business permanently (= fixed 
assets). 

For new electrically powered cargo bicycles acquired after 
December 31, 2019 and before January 1, 2031, special 
depreciation in the amount of 50% of the acquisition costs 
is eligible in addition to straight-line depreciation in the year 
of acquisition. The prerequisite is that these business 
assets are fixed assets and that the data required for 
depreciation are transmitted electronically to the tax 
authorities in accordance with officially prescribed data 
records. 

Note: This new special depreciation scheme will only enter 
into force after the European Commission has determined 
by decision that the scheme either does not constitute aid 
or constitutes aid compatible with the internal market. 

If, in addition to straight-line depreciation, special 
depreciation is also claimed as a profit-reducing expense in 
the year of acquisition, the remaining residual value must 
be apportioned evenly over the remaining useful life in 
subsequent years.  

Electrically powered cargo bicycles are heavy-duty bicycles 
with a minimum transport volume of 1 m³ and a payload of 
at least 150 kg. A prerequisite for the applicability of the 
special depreciation is that the cargo bike is not classified 
as a motor vehicle under traffic law. 

Example 4: Entrepreneur G (standard VAT taxation) 
acquires an electrically operated cargo bike on 1 May 2020, 
which is not to be classified as a motor vehicle under traffic 
law, and assigns it to the necessary business assets and 
the business assets. He is entitled to deduct input tax. The 
net acquisition costs amount to € 5,000 (useful life 7 years).  

Solution: 

The straight-line depreciation in 2020 is: 

 5.000 €  Net acquisition costs  

x 1/7 Allocation to useful life (7 years) 

x 8/12 Allocation to months May to December 
2020 

= 476 € linear depreciation 2020 

Furthermore, the entrepreneur can claim a special 
depreciation in the amount of € 2,500 (= € 5,000 net 
acquisition costs x 50 %).  

The remaining carrying amount of €2,024 as of December 
31, 2020 (= €5,000 net acquisition cost . /. 476 € straight-
line depreciation . /. 2,500 € special depreciation) is to be 
allocated evenly over the remaining useful life in the 
following years. Straight-line depreciation from 2021 
amounts to around € 337 (= € 2,024 residual value / 6 
years remaining useful life). 

Legal status: 31.1.2021 
All information and data in this client information sheet have been 
compiled to the best of our knowledge. However, they are provided 
without guarantee. This information cannot replace individual 
advice in individual cases. 
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