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1. INTRODUCTION

The transition to low- and zero-emission mobility models is one of the central
challenges for European Union public policy in the context of climate change and
environmental sustainability (CREUTZIG ¢ al., 2015). The transport sector, due to its
significant contribution to greenhouse gas emissions, has been the subject of a
growing number of regulatory and economic interventions (European Commission).
These interventions aim to promote the adoption of cleaner technologies, namely
electric vehicles, plug-in hybrids, and, in certain national regulatory frameworks, hydro-
gen-powered vehicles.

Among the instruments mobilized to accelerate this transition, taxation plays a
particularly important role. In addition to their classic function of generating revenue,
taxes are used as economic policy instruments for extra-fiscal purposes (LAPATZA e al.,
2013), guiding the behavior of companies and individuals towards choices considered
socially environmentally friendly (EEA, 2023). In the field of sustainable mobility, the
link between indirect and direct taxes, in particular value added tax (VAT) and corpo-
rate income tax, has a significant influence on the overall cost of purchasing and using
non-polluting vehicles for businesses.

However, the effectiveness of tax incentives in this area is not limited to reducing
the initial purchase price of vehicles. The tax options adopted by states can also
influence subsequent decisions related to vehicle use, including financing methods
(purchase, leasing, or renting), maintenance costs, tax treatment of energy used for
charging, and the framework for associated infrastructure. Thus, the technical consis-
tency of tax regimes and the legal certainty provided by legislation and administrative
and jurisprudential interpretation are decisive for the success of policies to promote
clean mobility.

Despite the growing body of legislation and literature dedicated to promoting
sustainable mobility, there remains a significant gap in the integrated analysis of the
role of taxation in the transition to low- and zero-emission vehicles.

In this context, this chapter develops a comparative analysis of the tax regimes
applicable to non-polluting vehicles in Spain, Portugal, and Italy, focusing specifically
on VAT and corporate income taxes. The study has three main objectives: to identify
the tax mechanisms that encourage or condition the adoption of low- or zero-emission
mobility solutions in the three legal systems; to assess the internal consistency of these
mechanisms in light of the phases of vehicle acquisition and use; and to compare the
practical effects of relevant limits, ceilings, and interpretative criteria, including those
of an administrative and jurisprudential nature.

From a methodological point of view, the research is based on a comparative
legal-doctrinal analysis, based on current tax legislation on VAT and income tax, as
well as on administrative doctrine and relevant case law.
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The chapter is structured in four main parts. After this introduction, the second
section develops a substantive analysis of the taxation of non-polluting vehicles, focu-
sing on value added tax and income tax, from a comparative perspective between
Spain, Portugal, and Italy. The third section provides a cross-sectional comparison of
the regimes analyzed, identifying convergences, divergences, regulatory limitations, and
practical effects resulting from the different tax models. Finally, the fourth chapter
presents the conclusions of the study, summarizing the main results.

2. TAXATION OF NON-POLLUTING VEHICLES IN VAT AND
CORPORATE INCOME TAX

2.1. TAXATION OF NON-POLLUTING VEHICLES IN SPAIN:
CORPORATE INCOME TAX AND VALUE ADDED TAX

In Spain, environmental protection is a constitutional mandate, a principle that is
enshrined in the nation’s legal framework. Article 45 of the Spanish Constitution of
1978 acknowledges the right to a suitable environment while concurrently obliging
public authorities to guarantee the prudent utilization of natural resources, founded
upon the imperative of collective solidarity (Spanish Constitution, 1978, art. 45). In
the domain of mobility, this necessity is exemplified by the shift to lower-emission
vehicles and, more specifically, to propulsion technologies devoid of direct carbon
dioxide emissions.

Taxation, therefore, assumes a dual role in this context. The initial step in this
process is revenue collection. The second step is extra-fiscal, and it involves guiding
behavior through incentives or disincentives that are consistent with environmental
objectives. This instrumental use of taxation is part of the logic of public policies
that are also conditioned by the European framework for reducing emissions from
the vehicle fleet (Regulation (EU) 2023/851). In relation to the aforementioned points,
it is important to note that the Spanish tax system allows for the pursuit of purposes
other than mere revenue generation. This feature enables the incorporation of envi-
ronmental considerations into the design of tax instruments or the modulation of
their essential elements. In practice, vehicle-related taxation combines indirect instru-
ments (e.g., Value Added Tax) with specific direct or property tax measures and
incentives linked to business investment. In this paper, the analysis is limited to the
state regulations on Corporate Income Tax and Value Added Tax, as requested by the
scope.

211, Spanish Corporate Income Tax: incentive for non-polluting vebicles

State corporate income tax regulations include a direct incentive for business
investment in certain non-polluting vehicles through accelerated depreciation. This
mechanism does not modify the nominal tax rate or constitute a tax credit; its effect
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is to bring forward the deduction of the acquisition cost for tax purposes, thereby
reducing the tax base in the initial years and thus enhancing the entity’s liquidity.

Specifically, the eighteenth additional provision of Law 27/2014 stipulates the
allowance for the free depreciation of investments in new vehicles utilized for econo-
mic activities that commence operation in the tax periods beginning in 2024 and 2025
(Law 27/2014, additional provision 18.1). The regulation cites the definition in Annex
IT of the General Vehicle Regulations to delineate the vehicles included (Royal Decree
2822/1998, Annex II).

The categories included in the incentive are fuel cell electric vehicles, fuel cell
hybrid electric vehicles, battery electric vehicles, extended-range electric vehicles, and
plug-in hybrid electric vehicles (Law 27/2014, additional provision 18.1; State Tax
Administration Agency, 2025). Consequently, the incentive encompasses both bat-
tery-based and hydrogen-based (fuel cell) technologies, as well as intermediate solu-
tions, such as plug-in and extended-range hybrid vehicles.

From a tax policy perspective, the incentive is designed to be technologically
inclusive within the regulatory scope of «electric vehicles» under the General Vehicle
Regulations, with no gradation by emission levels within these categories. The predo-
minant practical discrepancy between technologies does not originate from tax treat-
ment; rather, it stems from the acquisition cost and the utilization pattern. A higher
initial investment enables, in absolute terms, a greater temporary adjustment of the
tax base under the freedom of amortization. The tax authorities have reiterated this
framework by expressly referring to the eighteenth additional provision as an incentive
applicable to the automobile market (SECRETARIAT OF STATE FOR RELATIONS WITH THE
Courts AND CONSTITUTIONAL AFFAIRS, 2025).

212, Spanish Value Added Tax: tax rate and deductibility for businesses

With regard to the Spanish Value Added Tax, the acquisition of vehicles is typi-
cally subject to taxation at the prevailing rate of 21 percent, as stipulated in Law
37/1992. The potential for the implementation of reduced rates is constrained by
European harmonization, which delineates the eligible goods and services to those
enumerated in Annex III of Directive 2006/112/EC, as amended by Directive (EU)
2022/542 (Ditective 2006/112/EC; Directive (EU) 2022/542). In this regard, the
government has confirmed that the directive does not provide for reduced rates for
the supply of vehicles, regardless of their propulsion technology, which must be taxed
at the standard rate (Secretariat of State for Relations with the Courts and Constitu-
tional Affairs, 2025). Consequently, the pivotal tax element in VAT for companies and
professionals is not the applicable rate (which is identical for electric, plug-in hybrid,
and fuel cell vehicles), but rather the scope of the right to deduct input tax. Article
95 of Law 37/1992 stipulates restrictions when the goods are not utilized directly and
exclusively for the designated activity (Law 37/1992, art. 95.1). For passenger cars and
similar vehicles, it is presumed that 50% of the vehicle’s use is for business or pro-
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fessional activity, a presumption that allows for the presentation of evidence contra-
dicting this assumption (Law 37/1992, arts. 95.3.2.* and 95.3.4.%).

Furthermore, the regulation itself stipulates circumstances under which 100% use
is presumed (e.g., mixed-use vehicles utilized for the transportation of goods, vehicles
employed for the transportation of passengers for compensation, or vehicles employed
in tests or sales promotions by manufacturers), which may be pertinent for specialized
company fleets (Law 37/1992, Art. 95.3.2.% letters a—f). The criterion employed is once
again functional in nature, as opposed to technological. The deduction is based on the
intensity of business use, rather than on the «non-polluting» nature of the vehicle.

2.1.3.  Regulatory comparison between technologies (electric, plug-in hybrid, and hydrogen)

A comparison of the technologies reveals that, in the state regulations examined,
the differentiation is not based on Value Added Tax and manifests exclusively in Cor-
porate Income Tax. This is evidenced by the limitation of the freedom of amortization
to categories designated as «electric vehicles» in the General Vehicle Regulations (Table

1.

TaBLE 1
Tax treatment of non-polluting vehicles in Spain

Propulsion  Fit into the depreciation = VAT rate on VAT deduction

technology allowance (IS) purchase
Battery Included (battery 21% 50% presumption if tourism;
electric electric vehicle (general evidence must be provided for
category) rate) 100% deduction according to
use.
Plug-in Included (plug-in 21% 50% presumption if tourism;
hybrid hybrid electric vehicle (general evidence must be provided for
catego-ry) rate) 100% deduction according to
use.
Hydrogen Included (fuel cell 21% 50% presumption if tourism;
fuel cell electric vehicle). (general evidence must be provided for
rate) 100% deduction according to
use.

Source: Own elaboration.

Accordingly, as illustrated in the regulations outlined in the aforementioned table,
a clear delineation of hierarchy is conspicuously absent within the framework of
Corporate Income Tax and Value Added Tax with respect to batteries, plug-in hybrids,
and hydrogen, in regard to Value Added Tax rates or deduction regulations. The salient
distinction pertains to corporate income tax, wherein the incentive is triggered by the
vehicle’s classification within the authorized regulatory categories.
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The Spanish tax system utilizes a temporary incentive applicable to the tax base
in corporate income tax: freedom of amortization. This initiative is designed to pro-
mote business investment in select non-polluting vehicles, namely battery electric
vehicles, plug-in hybrids, and hydrogen fuel cell vehicles (Law 27/2014, additional
provision 18; Secretary of State for Relations with the Courts and Constitutional
Affairs, 2025). However, with regard to value-added tax (VAT), the acquisition of
vehicles continues to be subject to the general rate. This is due to the limitations
imposed by the harmonized framework. Consequently, the primary focus of tax plan-
ning shifts to substantiating the extent to which the vehicles are utilized for business
purposes. This is done to maximize, where applicable, the deduction of input tax (Law
37/1992, art. 95; Directive 2006/112/EC).

2.2. TAXATION OF NON-POLLUTING VEHICLES IN PORTUGAL:
CORPORATE INCOME TAX AND VAT

2.2.1.  Institutional and Regulatory Background

Article 66 of the Portuguese Constitution - Constituigio da Repriblica Portugnesa (CRP)
provides for the right to the environment and quality of life. It states that everyone
has the right to a humane, ecologically balanced living environment. Accordingly, the
State and public entities must therefore prevent and control pollution and ensure
citizen participation in environmental protection. Mobility is an essential area in pro-
moting the environment. Incentives for cleaner means of transport are one of the
most effective tools for promoting sustainability.

Over the last decade, Portuguese lawmakers have been promoting sustainability
through various fiscal instruments. The Green Tax Reform approved tax mechanisms
such as taxes, benefits, fees, and incentives (GOVERNO DE PorrtuGaL, 2016). These
instruments were introduced to guide economic behavior towards environmental pro-
tection and sustainability. These measures follow European guidelines, namely the
objectives of the European Green Deal and Regulation (EU) 2023/851. The green
tax reform is based on the polluter pays principle, according to which those who
pollute must bear the associated environmental costs (ALDEIA, 2023).

It is therefore a public policy strategy that uses the tax system to achieve the
extra-fiscal objective of encouraging environmentally responsible practices. Several
measures have been adopted with the aim of encouraging sustainable behavior, par-
ticularly in the areas of the circular economy, energy efficiency, and electric mobility.

2.2.2. Corporate Income Tax: Deductibility of 1 ebicle-Related Costs

In the area of income tax, the deductibility of the costs of purchasing non-po-
lluting vehicles is addressed by Article 34(1)(e) of the corporate income tax - Imposto
sobre o Rendimento das Pessoas Coletivas (IRC), which refers to Ordinance No. 467/2010
of July 7 (Portaria n.° 467/2010 de 7 de Julho). In this context, the Portuguese legis-

470



S. L. Nafez Alonso, S. Aldeia y G. Lanfranchi: «Taxation of Clean Mobility: Comparative Study...»

lator also opts for a more restrictive approach by imposing limits on the deduction of
the costs of these assets. These limits are related to the use of the vehicle by the
company.

Attention should be drawn to Article 88 of the IRC, which determines the inci-
dence of autonomous taxation. Autonomous taxation is an additional tax levied on
certain types of expenses incurred by the entity, regardless of whether the company
makes a profit or a loss. Vehicle expenses are covered by this provision (MEsQuiTA &
Morats, 2014).

Levels of deductibility of acquisition costs, according to the use of the vehicle

In corporate income tax, the incentive involves differentiating depreciation limits.
Portuguese lawmakers differentiate the incentive according to the type of vehicle use,
ie., transport of goods or passengers.

For electric, plug-in, or hydrogen vehicles used to transport goods for the com-
pany’s business, depreciation is allowed in full under Article 23 of the IRC (NaBAISs,
2021). There is no monetary limit on the putrchase cost of the vehicles. However, the
full deduction is subject to a depreciation rate. For the purposes of calculating the
deduction, a rate between the maximum rate (25%) and the minimum rate (12.5%)
should be considered, assuming a useful life of the vehicle of 4 to 8 years.

Passenger vehicles or mixed-use vehicles (transporting goods and passengers) have
some specific features in terms of the deduction of the acquisition cost for tax pur-
poses. It is therefore important to take into account the limits imposed by Ordinance
No. 467/2010 of July 7. This limitation stems from the fact that the Tax Authority is
unable to assess the use of these assets for personal purposes.

Maxcimum cost limits and forms of acquisition

The amounts indicated as limits refer to the purchase price of the vehicle, speci-
fically €62,500 and €50,000 for electric and plug-in vehicles, respectively. For example,
the company will benefit from a 100% deduction on the depreciation of 100% electric
vehicles, provided that the acquisition cost is up to €62,500. If the acquisition cost
exceeds €62,500, the excess amount will not be accepted for tax purposes.

However, Ordinance No. 467/2010 does not expressly mention hydrogen vehicles.
Therefore, the acquisition of hydrogen vehicles does not have its own limit defined
in the Ordinance, unlike electric or plug-in vehicles.

These limits also apply to leasing or renting. From a tax perspective, there may be
no significant difference between the forms of purchase; the advantage may arise from
cash flow management, for example.

Therefore, these limits only serve to limit the depreciation accepted for tax pur-
poses; they do not prevent the full accounting of depreciation, with the excess being
added to taxable income.
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2.2.3.  Portuguese Valne Added Tax: Tax Rate and Deductibility for Businesses

In Portugal, vehicles are generally subject to the standard Imposto sobre o valor Acres-
centado (IVA) rate, which is currently set at 23%. The difference may lie, for example,
in the purchase of used vehicles, to which the second-hand goods regime may apply.

The issue of tax deductibility is relevant in this regard and, once again, depends
on the type of vehicle (transport of goods, people, or mixed). IVA deduction on goods
vehicles in Portugal is, as a rule, fully permitted. The deduction of input IVA depends
on the vehicle being classified as a goods vehicle for tax purposes and meeting the
legal requirements for use in business activities.

In this context, the full deduction of the tax incurred on the purchase, leasing,
renting, repairs, and maintenance is allowed, provided that they are used exclusively
for professional purposes. Diesel fuel for plug-in vehicles is 50% deductible (LiMa,
2003).

A different situation applies to passenger vehicles. In this case, the provision of
Article 21.2.f) of the IVA applies. This rule also refers to Article 34.1.¢) of the IRC,
reinforcing the role of the limits established in Ordinance No. 467/2010 of July 7. In
this context, the deduction is subject to the purchase cost limits set out in this ordi-
nance.

The tax incentive lies in the possibility of deducting tax on electric vehicles whose
acquisition cost is equal to or less than €62,500, and on plug-in vehicles whose acqui-
sition cost is equal to or less than €50,000 (Roriz, 2025). For hydrogen vehicles,
considering that the ordinance does not expressly establish a limit, deduction will not

be possible.

2.2.4.  Regulatory Comparison Between Technologies

The tax framework applicable to different propulsion technologies reveals signifi-
cant differences in the tax treatment granted by the Portuguese legislator in the context
of Corporate Income Tax and Value Added Tax. Although the regulatory framework
is based on the principle of technological neutrality and the pursuit of environmental
objectives, a comparative analysis of the regimes applicable to electric, plug-in hybrid,
and hydrogen vehicles reveals different levels of tax incentives. These differences are
particulatly evident in the limits on the deductibility of depreciation, the possibility of
recovering input IVA, and the clarity of the regulatory framework applicable to each
technology, reflecting tax policy choices that ultimately favor electric mobility more
consistently (Table 2).
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TABLE 2
Tax treatment of non-polluting vehicles in Portugal

Propulsion Corporate Inc.ome Tax VAT rate on VAT deduction

technology Deduction purchase

Battery Deductible up to a 23% (standard  Deductibility conditioned on

electric pur-chase cost limit of  rate) purchase cost equal to or less
€62,500. than €62,500

Plug-in Deductible up to a 23% (standard ~ Deductibility conditioned on
purchase cost limit of rate) purchase cost equal to or less
€50,000. than €50,000

Hydrogen Not deductible 23% (standard ~ Not deductible

rate)

Source: Own elaboration.

In summary, electric vehicles benefit from the most comprehensive and clear tax
regime, with limits expressed in both corporate income tax and IVA, functioning as
the technology most favored by the legislator. Plug-in vehicles have a similar fra-
mework, but with lower monetary limits and a partial deduction of IVA on fossil fuels.
Hydrogen vehicles, although aligned with environmental objectives, reveal regulatory
gaps, particularly in terms of IVA, which results in a less effective tax incentive. This
comparison shows that, despite the declared technological neutrality, the Portuguese
tax system more consistently favors electric mobility over other clean technologies.

2.3. TAXATION OF NON-POLLUTING VEHICLES IN ITALY:
CORPORATE INCOME TAX AND VAT

2.3.1.  Institutional and Regulatory Background

In the Italian legal system, environmental protection has progressively assumed a
central role, both as a constitutional value and as a guiding principle for public policy.
Following the constitutional reform enacted in 2022, environmental protection has
been explicitly incorporated into Article 9 of the Italian Constitution, alongside the
protection of cultural heritage, while Article 41 now subjects economic initiative to
the safeguarding of the environment, biodiversity, and ecosystems. These amendments
have strengthened the legal basis for environmental and climate-oriented public inter-
ventions, including those affecting mobility and transport choices (Italian Constitution,
Articles 9 and 41, as amended in 2022).

Within this framework, the transition toward low- and zero-emission mobility has
become a key objective of national policies, largely in alignment with European Union
strategies aimed at reducing greenhouse gas emissions from the transport sector. Fis-
cal instruments play a role in this process, although their function in the Italian system
is predominantly indirect. Italian vehicle taxation primarily operates through limitations
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and conditions linked to the use of vehicles in economic activities, rather than relying
on explicit tax incentives targeted at specific propulsion technologies. As a result,
taxation influences firms’ decisions regarding vehicle acquisition and utilization not by
differentiating among electric, plug-in hybrid, or hydrogen vehicles, but by regulating
the extent to which related costs may be deducted for income tax and value-added tax
purposes. This use-oriented approach reflects a policy choice focused on controlling
private use and safeguarding tax neutrality, rather than actively steering technological
preferences through the tax system.

2.3.2. Corporate Income Tax: Deductibility of 1V ebicle-Related Costs

The tax treatment of company vehicles under Italian corporate and personal
income taxation is governed primarily by Article 164 of the Consolidated Income Tax
Act (Testo Unico delle Imposte sui Redditi, TUIR - Presidential Dectee No. 917/1986,
Article 164). This provision establishes the general principle that expenses related to
motor vehicles are deductible only within predefined limits, reflecting the presumption
that such assets are frequently subject to mixed business and private use. Differently
from systems that employ tax incentives to promote investment in environmentally
friendly vehicles, the Italian framework is characterized by a restrictive logic. Article
164 TUIR does not provide specific benefits linked to the environmental performance
or propulsion technology of vehicles. Instead, it conditions deductibility on the func-
tional role of the vehicle within the economic activity and on the category of taxpa-
yers involved. Consequently, electric vehicles, plug-in hybrid vehicles, and hydrogen
fuel cell vehicles are treated in the same manner as conventional vehicles for corporate
income tax purposes, insofar as the applicable deductibility regime depends exclusively
on use-related criteria rather than technological characteristics.

2.3.3.  Levels of Dedunctibility According to Use

Article 164 TUIR differentiates the deductibility of vehicle-related costs according
to the manner in which the vehicle is employed in economic activity. The first category
comprises vehicles that are used exclusively as instrumental assets in the business
activity or that are subject to public-use regimes. In these cases, costs are fully deduc-
tible, reflecting the absence of any presumed private use. A second category concerns
vehicles granted in mixed use to employees for the greater part of the tax period. For
such vehicles, the legislator allows a higher level of deductibility, set at 70%, acknowle-
dging their functional role within the employment relationship. A specific regime also
applies to vehicles used by agents and commercial representatives, for which deducti-
bility is increased to 80%, in recognition of the essential role of mobility in their
professional activity (Presidential Decree No. 917/1986, Article 164).

For all other company vehicles that do not fall within these specific categories,
deductibility is limited to 20% of the relevant expenses. This general rule applies
irrespective of the vehicle’s propulsion system and constitutes the default treatment
for most company cars used in ordinary business contexts.
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2.3.4. Cost Ceilings and Forms of Acquisition

In addition to percentage limitations, Article 164 TUIR imposes quantitative cei-
lings on the cost base eligible for deduction. These ceilings vary depending on the
form of acquisition, purchase, leasing, or rental, and further constrain the fiscal rele-
vance of vehicle-related expenditures. For purchased or leased passenger vehicles, the
deductible cost is capped at fixed monetary thresholds, while specific annual limits
apply to rental and long-term leasing arrangements. These quantitative constraints
often lead firms to favor leasing or rental solutions, which allow for greater flexibility
in managing cash flows and tax deductions over time. However, such effects are inci-
dental rather than intentional from an environmental policy perspective. The applica-
ble ceilings are uniform across propulsion technologies and do not distinguish between
electric, hybrid, or hydrogen vehicles. Accordingly, the Italian income tax framework
does not incorporate any form of accelerated depreciation or enhanced deductibility
aimed at encouraging investment in non-polluting vehicles, in contrast to the approach
adopted in other jurisdictions.

2.3.5.  Valne Added Tax (VAT): Rate and Deductibility

For value-added tax purposes, the acquisition of motor vehicles in Italy is subject
to the standard VAT rate, which applies uniformly regardless of the vehicle’s propul-
sion technology. This uniform treatment reflects the constraints imposed by the har-
monized European VAT framework, which limits the scope for differentiated rates
and does not include motor vehicles among the categories eligible for reduced taxation
based on environmental considerations (Directive 2006/112/EC).

The most significant VAT-related provision affecting company vehicles in Italy
concerns the right to deduct input VAT. As a general rule, VAT incurred on the pur-
chase, leasing, rental, and maintenance of passenger vehicles used for both business
and private purposes is deductible only up to 40% (Presidential Dectee No. 633/1972,
Article 19-bis1; Council Implementing Decision (EU) 2025/2529). This limitation is
grounded in a derogation authorized at the European level, allowing Italy to apply a
flat-rate restriction in order to simplify administration and reduce disputes over the
actual extent of business use. The derogation has been recently extended, ensuring
the continued application of the 40% limitation for the coming years. Importantly, the
limitation applies irrespective of the vehicle’s environmental performance. Electric and
other non-polluting vehicles are subject to the same deductibility cap as conventional
vehicles, confirming the technology-neutral character of the Italian VAT regime in this
domain.

Full VAT deductibility is permitted only in cases where the vehicle is used exclu-
sively for business purposes or falls within specific categories, such as vehicles inten-
ded for resale, rental, or passenger transport services. In such cases, the taxpayer bears
the burden of demonstrating the absence of private use through appropriate docu-
mentation and organizational arrangements. This evidentiary requirement introduces
a degree of legal uncertainty, as the assessment of exclusive business use is often
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subject to scrutiny by tax authorities. As a result, many firms opt to apply the standard
40 % deduction even where a higher level of deductibility might theoretically be jus-
tified (ITALIAN REVENUE AGENCY, 2020; ITALIAN REVENUE AGENCY, 2019).

2.3.6.  Electric Recharging and Charging Infrastructure

With regard to electric recharging, the Italian tax system does not provide specific
VAT or income tax incentives linked directly to the consumption of electricity for
vehicle charging. Electricity supplied for charging purposes is subject to the ordinary
VAT regime, and related costs follow the same deductibility rules applicable to vehicle
expenses more generally. Support for the diffusion of charging infrastructure has
instead been pursued mainly through subsidy schemes and investment grants, such as
bonuses for the installation of private or corporate charging stations (MIMIT, 2024;
InvrTALIA, 2024). These measures operate outside the core VAT and income tax fra-
mework and therefore fall at the intersection between fiscal policy and industrial or
energy policy. This separation reinforces the fragmented nature of incentives for
electric mobility in the Italian context, where taxation plays a limited and indirect role
compared to direct public support instruments.

Moreover, a comparison of propulsion technologies within the Italian VAT and
corporate income tax framework reveals the absence of any explicit hierarchy among
electric, plug-in hybrid, and hydrogen vehicles. For income tax purposes, all technolo-
gies are subject to the same deductibility percentages and cost ceilings established by
Article 164 TUIR. Similarly, VAT applies at the standard rate, with input tax deducti-
bility governed by the uniform 40 percent limitation in cases of mixed use. Accordin-
gly, the Italian tax system does not differentiate between non-polluting vehicle
technologies in either acquisition or use. Any differences in the economic attractiveness
of such vehicles stem primarily from market factors or from non-tax subsidy schemes,
rather than from the structure of VAT or corporate income taxation. Therefore, the
Italian approach to the taxation of non-polluting vehicles can be characterized as
predominantly restriction-based and use-oriented. The system relies on limitations
designed to regulate private use and preserve tax neutrality. This approach results in
a weak signaling effect with respect to environmental objectives and generates limited
coordination between the taxation of vehicle acquisition and vehicle use (Table 3).
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TABLE 3
Tax treatment of non-polluting vehicles in Italy

Propulsion Corporate Income Tax VAT rate on o
technology deductibility purchase VAT deductibility
Battery Art. 164 TUIR: 22% (standard rate) 40% standard; 100%
electric use-based limits (20%, only if exclusive
70%, 80%, or 100%) business use
Plug-in Art. 164 TUIR: 22% (standard rate) 40% standard; 100%
hybrid use-based limits (20%, only if exclusive
70%, 80%, or 100%) business use
Hydrogen Art. 164 TUIR: 22% (standard rate) 40% standard; 100%
fuel cell use-based limits (20%, only if exclusive
70%, 80%, or 100%) business use

Sonrce: Own elaboration.

As illustrated in the table above, the Italian VAT and corporate income tax fra-
mework does not establish any explicit hierarchy among non-polluting propulsion
technologies. Tax treatment is entirely driven by the functional use of vehicles rather
than by their environmental performance. As a consequence, the effectiveness of
taxation as a driver of the transition toward low- and zero-emission mobility in Italy
appears constrained, with a greater reliance on external subsidy schemes to achieve
policy goals.

3. COMPARATIVE ANALYSIS, LIMITATIONS AND FUTURE
RESEARCH

In the context of the European agreement on emissions reduction, the transition
to zero/low-emission mobility is a regulatory priority (Regulation (EU) 2023/851). In
this context, taxation is designed with a purpose that transcends the fiscal sphere,
altering relative prices and guiding investment (fleet renewal and charging infrastruc-
ture) and consumption decisions. The three countries analyzed in this study support
this approach in constitutional mandates: Spain (Spanish Constitution, 1978, art. 45),
Portugal (CRP, art. 66), and Italy following the 2022 reform (Italian Constitution, arts.
9 and 41, as amended in 2022).

In this context, the comparison focuses on the combined effect of corporate
income tax (IRC/TUIR) and value added tax (VAT) on the purchase and use of bat-
tery electric vehicles, plug-in hybrids and, where applicable, hydrogen vehicles.
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TABLE 4
Comparative overview of tax regimes in Spain, Portugal and Italy

Aspect Spain Portugal Italy
Main CIT incentive Accelerated Monetary caps Use-based
depreciation (free percentage caps
depreciation)

VAT rate

21% (standard)

23% (standard)

22% (standard)

VAT deductibility

50% presumptive
deduction for
passenger cars
(rebuttable
presumption)

Conditioned on
cost thresholds
(€62,500/€50,000)

40% standard in
mixed use (100%
only for exclusively
business use)

Hydrogen treatment

Included within
accelerated
depreciation

Regulatory gap;
not expressly
covered

Same treatment as
other technologies

System characterization

Incentive-based

Incentive-based
with caps

Restrictive

Technological
differentiation

Only in CIT (by
RGV categories)

Yes (differentiated
caps)

No (uniform
treatment)

Sonrce: Own elaboration.

The results obtained in the study describe three models. In the Spanish context,
the incentive focuses on direct taxation through depreciation allowances for new
vehicles used for economic activities in periods beginning in 2024 and 2025, in accot-
dance with the provisions of Law 27/2014, additional provision 18.1. This definition
is included in Annex II of the General Vehicle Regulations, in accordance with the
provisions of Royal Decree 2822/1998, Annex II. From a strictly academic perspec-
tive, the design of the measure can be considered as a stimulus of a predominantly
“accounting-fiscal” nature. This incentive involves anticipating the recovery of the cost
through the depreciation process, which in turn results in an increase in the taxpayer’s
liquidity without necessarily altering the nominal tax rate. This approach shifts the
focus to business investment decisions (time of acquisition and allocation) and to
proving material compliance with the requirements. In Value Added Tax (VAT), there
is no differentiation between tax rates. A general rate of 21% is applied, and the
practical relevance of the right to deduct is recognized, with a presumption of 50%
in the case of passenger cars. However, this deduction may be challenged by evidence
to the contrary, as established in Law 37/1992, Article 95. Consequently, the tax signal
to the consumer or end user is not articulated by the rate, but by the intensity of the
deduction, which depends on the accredited use.
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In Portugal, financial restrictions are in place, setting a limit of €62,500 for electric
vehicles and €50,000 for plug-in hybrids. These restrictions not only influence depre-
ciation according to the IRC (art. 34.1.¢) and Otrdinance 467/2010, but also affect
VAT deduction (general rate of 23%), with an additional differentiation based on use
(e.g., freight transport without monetary limit). The convergence of direct and indirect
taxation mechanisms gives rise to a “dual” and relatively consistent incentive, in which
the economic eligibility criterion acts as a filter in two directions, enhancing the resul-
ting behavioral effect. However, this approach leads to the introduction of disconti-
nuities (threshold effect) that may steer the choice towards models below the cap,
rather than towards the technology itself. Hydrogen, for its part, presents a regulatory
gap as it is not expressly covered by the Ordinance, which has a disincentive effect,
insofar as the absence of explicit coverage reduces predictability and increases the risk
of interpretative dispute.

In contrast, Italy maintains a neutral position in terms of technology and adopts
a restrictive approach. In its tax system, deductibility for Value Added Tax (VAT)
purposes depends on the use of the goods (20%, 70%, 80%, or 100%) (Presidential
Decree 917/1986, Art. 164). With regard to consumption tax (VAT), the general rate
of 22% is limited to 40% for goods used in a mixed context, a restriction authorized
at the European level (Presidential Decree 633/1972, Art. 19-bisl; Implementing
Decision (EU) 2025/2529). The decisive parameter is not the “cleanliness” of the
vehicle, but its effective link to the activity and the degree of business use, which shifts
the incentive towards discipline of use and traceability. In this regard, Spain provides
incentives through income tax, Portugal through coordinated income tax and VAT
caps, and Italy controls use and refers part of the incentive to external aid for rechar-
ging (Mnvrr, 2024; InviTALIA, 2024). In this regard, the contrast between models is
evident in three areas: First, the intensity of the incentive must be considered, whether
it is accelerated depreciation, coordination through caps, or limitations on use. Second,
the degree of technological neutrality must be considered. Finally, compliance and
testing costs must be considered, which tend to increase when the tax benefit depends
on presumptive percentages or proof of mixed use.

The following three limitations of the study can be noted:

- The study adopts a comparative legal-doctrinal methodology (current legisla-
tion, administrative doctrine, and case law) and therefore does not incorporate
empirical evidence on the actual effects on purchasing, leasing, or charging
decisions.

- Its material scope is limited: it is restricted to VAT and corporate/business
income tax, and in the case of Spain, it is limited to state regulations, excluding
other transport taxes.

The comparison focuses on the VAT-direct taxation pairing, while relevant
public policy instruments (e.g., subsidies for recharging infrastructure in Italy)
are treated as measures external to the fiscal core analyzed.
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With a view to future lines of research, the study points, first, to a causal assess-
ment of the impact of specific incentives (depreciation allowances, deductible VAT
caps, and cost ceilings) on purchasing/leasing decisions and on the deployment of
charging infrastructure. Secondly, distributional and sectoral analysis is a priority, given
that the effects may differ depending on company size, fleet structure, and financing
capacity. Finally, it is proposed to explore a revenue transition that integrates «green»
incentives with usage-based tax reforms (road tolls and congestion charges) to offset
the erosion of fuel-related tax bases.

4. CONCLUSION

The study aims to analyze, from a comparative legal perspective, the role of taxa-
tion in promoting zero/low-emission mobility in Spain, Portugal, and Italy, focusing
on value-added tax and income tax regimes. The analysis allowed us to draw relevant
conclusions regarding existing tax mechanisms, their internal consistency, and the
practical effects resulting from the applicable limits and interpretative criteria.

As for the identification of tax mechanisms that encourage or condition the adop-
tion of zero/low-emission mobility, it appeats that the three countries analyzed use
different instruments with varying intensity. In Spain and Portugal, income taxation
plays a more active role, through mechanisms such as accelerated depreciation or
differentiated limits on the deductibility of costs associated with non-polluting vehi-
cles, seeking to reduce the tax cost of acquisition in the business context. On the
other hand, VAT rates are largely conditioned by the European harmonization fra-
mework and do not, as a rule, distinguish between propulsion technologies at the time
of purchase. In Italy, taxation is markedly neutral from a technological point of view,
with no specific incentives linked to the environmental performance of vehicles, func-
tioning mainly through limitations on the deductibility of costs and VAT depending
on the use of the vehicles.

With regard to the assessment of the internal consistency of tax regimes, consi-
dering the phases of vehicle acquisition and use, the analysis shows significant frag-
mentation. In the three systems, the incentives or limitations applicable to acquisition
are not always consistent with the tax treatment of use, maintenance, and energy
charging. This disconnect is particularly visible in VAT, where the absence of techno-
logical differentiation in the rate contrasts with the importance attributed to it. The
internal consistency of the regimes thus depends less on an integrated environmental
logic and more on functional criteria and control of private use, which reduces the
potential of taxation as a structuring instrument for the transition to clean mobility.

Finally, the study reveals that the effectiveness of tax mechanisms is strongly
conditioned by factors such as deductibility ceilings, legal presumptions of mixed use,
and the burden of proof imposed on taxpayers. In all the countries analyzed, the
practical application of tax regimes depends on administrative interpretations and, in
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certain cases, on case law guidance, which introduces varying levels of legal uncer-
tainty. These elements tend to influence companies’ economic decisions, often guiding
them towards more predictable tax solutions, even when this is not the most efficient
option from an environmental point of view.

In summary, the comparative legal-doctrinal analysis carried out shows that,
although taxation plays an important role in promoting zero/low-emission mobility,
its effectiveness is limited by the lack of internal coordination of the regimes and the
prevalence of a logic of neutrality or control of private use over an integrated envi-
ronmental logic. These results highlight the need for greater regulatory consistency
and more consistent coordination between direct and indirect taxes in order to stren-
gthen the role of taxation as an effective public policy instrument in the service of
the transition to sustainable mobility.
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