
PURCHASING
By 2020, a fifth of the 
fuel sold in Europe 
will be bought using 
fuel cards. That’s 
£85 billion-worth of 
petrol and diesel

Fuel
cards
19%

Total European Road Fuel 
Purchases 2020

Source: Verdict Retail   
www.verdictretail.com

The vast majority of fleets buy fuel using 
either Pay-and-Reclaim or fuel cards. This 
isn’t simply a question of preference: the two 
methods are as different as chalk and cheese.

Fuel cards are a dedicated business tool, offering
built-in, consolidated electronic management
information (MI) and a single consolidated VAT
invoice. The business buys directly from the vendor
- the petrol retailer - as it does for other supplies like
laptops and stationery.

Pay-and-Reclaim means companies don’t have 
to pay for fuel up front. But the MI you get is very 
weak. Also, the company effectively buys business 
fuel from its employees, which is a somewhat 
roundabout way to fuel company vehicles.

THE PURCHASING 
DECISION

INSIDER
SECRET 

Each method has advantages and 
disadvantages but don’t simply consider 
their pros and cons as purchasing tools. 
Ask the question: ‘Which will enable me 
to achieve the best result in reducing 
costs over the whole fleet fuel cycle?’
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PURCHASING

Employers’ cash 
flow.

Buying indirect.

Weak MI.

Poor control.

Extra paperwork.

Employees’ cash 
flow. 

Incentive to 
maximise claims.

Ad hoc expenses.

Incentive to buy 
cheaper fuel.

Employees pay the up-front cost of refuelling. The 
employer receives credit from the employees for the 
cost of business fuel until their expenses are paid.

Is it really best practice to buy a key resource such
as business fuel from employees?

With no single central source of fuel purchase data, 
it is impossible to understand fuel costs in detail.

Inadequate management information prevents effective 
cost-control. It is also hard to influence the way drivers 
buy and use fuel, because they own it.

Many till receipts must be collected and processed in order 
to reclaim VAT on the business element of fuel bought by 
drivers.

Higher business mileage or rising pump prices may 
put drivers into financial difficulty.

When you use Pay-and-Reclaim, you ask drivers to buy 
the business element of their fuel and then sell it to 
the company. Many employees see this as a legitimate 
opportunity to apply a mark-up on their ‘sales’. They can 
increase their profit in several ways, including inflating 
claims for business mileage or exaggerating the fuel 
consumption of their vehicle.

Pay-and-Reclaim is a practical way of reimbursing 
employees whose business fuel use is infrequent.

Employees filling up at their own initial expense
have an incentive to seek out low cost fuel.

FOR AND AGAINST PAY-AND-RECLAIM

PAY-AND-RECLAIM PROS

PAY-AND-RECLAIM CONS
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PURCHASING
FOR AND AGAINST FUEL CARDS

Direct sourcing.

Ownership. 

Management 
information.

Security.

Administration.

VAT recovery. 

Specialisation. 

Cash flow. 

Up-front 
payment.

Credit approval. 

Your company buys fuel from fuel outlets, not from your drivers.

The employer owns all the fuel put into its cars. It is therefore
entitled to set policies around where employees buy fuel
and how they use it.

Fuel cards produce comprehensive information on the price,
volume, location and time of each transaction.

The latest generation of Chip & PIN fuel cards offer high
protection against misuse.

Much less paperwork than Pay-and-Reclaim. You get a
consolidated, cost-centred invoice/report for the whole fleet
that doubles as a VAT receipt for every purchase.

100% VAT recovery is straightforward (see previous bullet).

A fuel card is a dedicated purchasing tool specifically
designed for the needs of employers and drivers.

Payment to the card company is made 15-30 days after the
fuel is acquired and no driver floats are needed.

The employer bears the cost of private fuel until it is 
reimbursed by employees.

Fuel card customers need credit approval from the fuel card 
company. A deposit (typically enough to cover one billing 
period) may be required.

FUEL CARD PROS

FUEL CARD CONS

INSIDER
SECRET 

Fuel cards give you invaluable visibility over
transactions.
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