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EDUCATION AUTHORITY 
POLICY AND PROCEDURE ON CYCLE TO WORK SCHEME 

 

1. INTRODUCTION 
 
1.1 To promote healthier journeys to work and to reduce environmental pollution, the 1999 Finance 

Act introduced an annual tax exemption which allows employers to loan cycles and cyclists safety 
equipment to employees as a tax free benefit. 

 
1.2 The following Policy and Procedure sets out how EA can take advantage of the exemption to 

provide a Cycle to Work Scheme for its employees. 
 

2. AIMS AND OBJECTIVES  
 
2.1 By introducing a Cycle to Work Scheme EA hopes to encourage employees to adopt a healthier 

lifestyle and improve their overall physical and mental health. It is recognised that the Scheme 
will contribute significantly to the health and welfare of staff as cycling has a positive effect on 
emotional health, improving levels of well-being, self-confidence and tolerance to stress. 

 

3. ELIGIBILITY 
 

3.1 To qualify for the tax exemption, the cycles and cyclists safety equipment loaned by the employer 
under the scheme must be available to employees generally and not confined to, nor offered to 
any particular category on more favourable terms. Accordingly, in EA, the scheme will be open 
to all employees both teaching and non-teaching on monthly payroll and those paid on a term 
time basis or who are in receipt of a retainer fee during July and August provided the applicant:- 

 
 is an employee of EA over the age of 18 years or if 17 years of age provided an adult is 

willing to act as guarantor; 
 has satisfactorily completed their probationary period; 
 has at least 14 months remaining on their current contract of employment from the date 

the hire agreement starts, and 
 has a salary that after participation in the scheme does not fall below the national 

minimum wage. 
 

4. EQUIPMENT INCLUDED UNDER THE TAX EXEMPTION 
 
4.1 Eligible equipment includes cycles and cyclists safety equipment up to the value of £1000.00. The 

tax exemption defines a cycle as “a bicycle, a tricycle, or cycle having four or more wheels, not 
being in any case a motor vehicle”. An electrically assisted pedal cycle can be included under the 
scheme. 

 
4.2 Cyclists safety equipment is not similarly defined but a common sense approach will be taken 

when considering what equipment is to be provided. 
 
 
 

5. SCOPE OF TAX EXEMPTION 
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5.1 The exemption removes the tax charge that would otherwise apply to cycles and cyclist’s safety 

equipment loaned to employees provided the following conditions are met. 
 

 Ownership of the equipment is not transferred to the employee during the loan period. 
 The tax exemption only applies when an employee mainly uses the cycle and safety 

equipment for qualifying journeys.  A qualifying journey for an employee means a journey, 
or part of a journey between his or her home and workplace or between one workplace 
and another in connection with the performance of their duties of employment. 

 Mainly means that more than 50% of the time using the cycle and safety equipment must 
involve a qualifying journey. 

 
5.2 Employees are not expected to keep a mileage log but it is made clear that if employees do not 

use the cycle mainly for qualifying journeys they may lose the benefit of the tax exemption and 
be liable for tax on what would be seen as a benefit in kind. 

 

6. SALARY SACRIFICE 
 
6.1 A salary sacrifice happens when an employee gives up the right to receive part of their cash pay 

due under their contract of employment.  A salary sacrifice is neither a deduction from salary nor 
is it a charge on salary; it is where an employee agrees to accept a lower amount of salary in 
return for the employer’s agreement to provide some form of non-cash benefit, in this case the 
loan of a cycle or cyclists safety equipment.  For a benefit such as a loaned cycle, where there is 
a specific tax exemption, the employee can receive the benefit in kind free of tax and Class1A 
National Insurance Contributions (NICS) instead of salary on which tax and Class 1NICS would 
also have been fully payable. 

 

Some examples of the savings to be made are listed in the tables below showing repayments 
 over 10 months & 12 months: 

 
 

 

Value of cycle and accessories 
 

£100 
 

£500 
 

£1000 
 

Gross monthly deduction 
 

£10.00 
 

£50.00 
 

£100.00 
 

Monthly tax savings 
 

£2.00 
 

£10.00 
 

£20.00 
 

Monthly National Insurance savings 
 

£1.20 
 

£6.00 
 

£12.00 
 

Total monthly savings 
 

£3.20 
 

£16.00 
 

£32.00 
 

Net cost per month 
 

£6.80 
 

£34.00 
 

£68.00 
 

Total net cost over 10 months 
 

£68.00 
 

£340.00 
 

£680.00 
 

Total savings made 
 

£32.00 
 

£160.00 
 

£320.00 
 

Percentage savings 
 

32% 
 

32% 
 

32% 

 
 

 

 

Value of cycle and accessories 
 

£100 
 

£500 
 

£1000 
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Gross monthly deduction 
 

£8.33 
 

£41.67 
 

£83.33 
 

Monthly tax savings 
 

£1.67 
 

£8.33 
 

£16.67 
 

Monthly National Insurance savings 
 

£1.00 
 

£5.00 
 

£10.00 
 

Total monthly savings 
 

£2.67 
 

£13.33 
 

£26.67 
 

Net cost per month 
 

£5.67 
 

£28.33 
 

£56.67 
 

Total net cost over 12 months 
 

£68.00 
 

£340.00 
 

£680.00 
 

Total savings made 
 

£32.00 
 

£160.00 
 

£320.00 
 

Percentage savings 
 

32% 
 

32% 
 

32% 

 
The above examples are based on an employee paying Income Tax at the basic rate of 20%. An 
employee paying 40% would make savings of 42%. 

 

7. ADMINISTRATION 
 
7.1 EA will manage a Cycle to Work Scheme whereby an eligible employee can sacrifice part of their 

salary and in return will be able to hire a cycle and/or safety equipment up to the value of 
£1000.00 to the employee. The Scheme is facilitated in conjunction with the approved contractor 
(currently Halfords).  The Scheme is accessed through an online application for both the 
employer and employee and meets HMRC requirements. 

 
7.2 Funding for the cycle to work scheme will be provided by a third party finance company at nil 

cost to both EA and participating employees. When the employee selects a cycle and/or 
equipment from Halfords or one of the other participating suppliers Halfords will invoice the 
finance company for the total cost of any cycle or equipment chosen. Deductions will then be 
made by EA from the employee’s salary and paid directly to the finance company for the duration 
of the hire period. 

 
7.3 In operating the Scheme EA will authorise received applications from eligible employees; 

administer the salary sacrifice through payroll and ensure that the hire contract terms are 
adhered to during the period and where appropriate liaise with the contractor (Halfords).   

 
7.4 For staff paid on a term time basis and those in receipt of a retainer fee during July and August 

each year the Scheme will be open for a fixed period during June and July each year for 
applications to be processed for payments relating to work commencing in September and 
finishing in June the following year. 

 
7.5 For staff paid on an all year round basis the Scheme will remain open all year round and the hire 

period will be for 12 months and applications will be processed on a monthly basis. 
 
7.6  At the end of the hire period Halfords will contact the employee to discuss options available in 

relation to the transfer of ownership that will comply with HMRC guidance. The employee will 
need to select one of the following three options. 
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 Purchase the bike from the finance company in line with HMRC valuation table guidelines after 
12 months on which an amount of tax will be payable.  

 Return the bike and equipment to the finance company for disposal at no further charge. 
 Select Halfords Extended Hire and ownership of the cycle and associated equipment transfers 

from the finance company to Halfords and the employee enters into a cost free extended hire 
agreement with Halfords until the value of the cycle and associated equipment depreciates to 
nil (normally 4 years or 5 years for equipment that originally cost more than £500, additional 
information on this option is available from Halfords). 

 
7.7 The Scheme Manager in EA will be Joanne McKee who can be contacted via e-mail at 

joanne.mckee@eani.org.uk. 
 
7.8 Applications are made directly to Halfords online at www.cycle2work.info. 
 

 

8. OPERATION 
 
8.1 The following are the steps the employee must take to access the Cycle to Work Scheme and 

obtain their cycle and/or safety equipment.  Before commencing the process the employee must 
visit either a Halfords store, in person or online, or one of the other 30 local suppliers involved 
in the Scheme, along with special order cycles from online retailers that work with Halfords, to 
select the equipment required and determine how much they want to spend.  A full list of 
suppliers is available on www.cycle2work.info . 

 
Registration 

 The employee must visit www.cycle2work.info and click the “employee sign up now” 
button. 

 Enter personal details and employer code – EA12C2W (all year round) or EA10C2W (Term 
time or Retainer fee). 

 Select a unique username and password as log in details (username must be in an e-mail 
format). 

 
Verification 

 The employee will receive an e-mail to check that the supplied e-mail address works. 

 The employee must then click on the link within the e-mail to verify the e-mail address. 

 On completion the employee will be asked to log on to the portal. 

 If the employee does not have internet access they can contact Halfords cycle2work team 
on 0345 504 6444 for further assistance. 

 
Application 

 When logged on to the portal at www.cycle2work.info the employee will enter log in 
details to access their own cycle2work webpage. 

 Click on “apply now”. 

 Supply personal information including their preferred store location. 

 Select a Letter of Collection value within the minimum/maximum at increments specified. 

 Click “submit”, and they will then receive an e-mail containing a link to the hire agreement. 

 To electronically sign, they first must agree to “Do business with Halfords electronically”. 

 Read the hire agreement and then follow the instructions to electronically sign. 

 The hire agreement will then be sent to the EA Scheme Manager for approval. 

http://www.cycle2work.info/
http://www.cycle2work.info/
http://www.cycle2work.info/
http://www.cycle2work.info/
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Approval 

 Once the application has been approved the employee will receive an e-mail containing 
their completed copy of the hire agreement and Letter of Collection. 

 
Redemption 

 The employee will then visit their store of choice to redeem the Letter of Collection and 
pick their new cycle and/or safety equipment. (The employee must also provide 
photographic proof of identification). 

 The salary sacrifice will commence in the month following the issue of the Letter of 
Collection. 

 

9. EMPLOYEE RESPONSIBILITIES 
 
9.1 Responsibility for the safe use and maintenance of the cycle and/or equipment remains with the 

employee.  EA will not be liable if the employee were to have an accident while riding the cycle 
to or from work. 

 
9.2 Responsibility for the safe-keeping of the bike rests with the employee. 
 
9.3 If the cycle and/or equipment are lost, stolen or damaged during the period of the hire 

agreement the monthly salary sacrifice will remain in place until full monies have been collected. 
 
9.4 The employee is not able to cancel or withdraw from the agreement except for during the initial 

10 day “cooling off” period commencing from the date the employee prints the Letter of 
Collection. If, at a later date, the employee finds that they cannot afford to carry on the HMRC 
dictate that the salary sacrifice arrangements must continue through to completion. 

 
9.5    If an employee is absent from work because of illness during the hire period the salary sacrifice 

will continue whilst the employee is in receipt of occupational sick pay. Reductions will not be 
made when the employee is in receipt of statutory sick pay only or has entered no pay sickness 
but the agreement will be extended to cover the number of payments that have been missed 
during the period of absence. 

 
9.6   If an employee is absent from work during a period of maternity leave or whilst the employee is 

on paternity leave the salary sacrifice will continue whilst the employee is in receipt of full pay 
and/or occupational maternity pay. Reductions will not be made when the employee is only 
receipt of statutory maternity pay or statutory paternity pay. When the employee returns to 
work the agreement will be extended to cover the number of payments that have been missed 
due to absence. 

 
9.7 If the employee decides to leave the employment of EA during the period of the salary sacrifice 

they will be required to pay any future outstanding gross salary sacrifice amounts as a lump sum 
from their final net salary payment.  Such a payment cannot be taken from gross pay.  If the final 
salary will not cover the entire final balance payment due, then the employee will be required to 
pay EA the balance owed over and above the final salary payment within 14 days of leaving.  
Failure to do so will result in court proceedings. 
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9.8 An employee wishing to make use of the Cycle to Work Scheme must sign an online form 
indicating that they have read a copy of this procedure and are willing to be bound by the terms 
set out therein.  

 

10. REVIEW AND MAINTENANCE 
 
10.1 The operation of the Cycle to Work Scheme will be monitored on a monthly basis by the Scheme 

Manager and a critical review of the Scheme will be undertaken at the end of the first 2 years of 
operation. 

 


