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VAT reclaimed on employee mileage allowance payments

 – Revised procedure w.e.f. 1 April 2006
· Where employees use their own vehicles for council ‘business’ they are entitled to reclaim a fixed mileage allowance from the authority. 

· This mileage allowance covers not only the cost of road fuel but also other expenses such as tax, insurance, maintenance and depreciation. 

· The authority is entitled to recover the VAT on the road fuel element from Her Majesty’s Revenue & Customs (HMRC).

· With effect from 1 April 2006 the authority can only recover such VAT when it holds a VAT receipt in support of the mileage claim.

What does this mean to the employee?

· All employees who submit mileage claim forms for journeys undertaken after 1 April 2006 are required to provide VAT fuel receipts. Members and volunteer drivers are also covered by this new regime.

· All fuel stations offer VAT receipts on request.

· When a claim is submitted there must be sufficient VAT receipts attached to cover the fuel element of the journeys undertaken (see table on 2nd page).

· The receipts must pre date the date of the travel claimed, but by no more than 1 month, the date of a receipt must relate to the period of the claim.
· The authority will not process car mileage claim forms for payment if the employee fails to submit VAT fuel receipts in support of the claim.

 PETROL ELEMENT WITHIN CAR ALLOWANCES 2014
The figures below show the amounts of petrol element applicable to each group.

	Essential Users
	First 8500 miles
	Up to 652 miles 4wkly
	UP to 708 miles / month

	Per mile first 8,500,
	£0.35p
	£0.35p
	£0.35p

	
	
	
	

	
	Over 8500 miles
	Over 652 miles 4wkly
	Over 708 miles / month

	Per mile after 8,500
	£0.137p
	£0.137p
	£0.137p

	
	
	
	

	Casual Users
	
	
	

	Per mile first 8,500
	£0.45p
	£0.45p
	£0.45p

	Each 10,000 miles in tax year
	£0.25p
	£0.25p
	£0.25p

	Amount of VAT per mile in petrol element
	SEE
	TABLE
	BELOW


	Engine size
	Petrol 01.09.2014
	Fuel Share Amount

	1400cc or less
	0.14
	0.02333

	1401cc to 2000cc
	0.16
	0.02667

	Over 2000cc
	0.24
	0.04000

	Engine size
	LPG 01.09.2014
	

	1400cc or less
	0.09
	0.01500

	1401cc to 2000cc
	0.11
	0.01833

	Over 2000cc
	0.16
	0.02667

	Engine size
	Diesel 01.09.14
	

	1600cc or less
	0.11
	0.01833

	1601cc to 2000cc
	0.13
	0.02167

	Over 2000cc
	0.17
	0.02833


Examples

1. An essential user with a Petrol vehicle and engine size of 451-999cc submits a mileage claim for 30 miles, covering journeys made between 1 August and 31 August.

· The VAT fuel receipt must be dated on or before the first journey in the claim period i.e. 1 August.

· The VAT on the fuel receipt must show more than the mileage claimed x 0.02333p i.e. 30 miles x 0.02333p = £0.70p

2.  A casual user with a Diesal vehicle engine size 1400cc submits a mileage claim for 10 miles, covering journeys made between 10 August and 31 August

· The VAT fuel receipt must be dated before the first journey in the claim period i.e. 10 August.

· The VAT on the fuel receipt must show more than the mileage claimed x 0.01833p i.e. 10 miles x 0.01833p = £0.18p

Administration of mileage claims - record keeping

It is not sufficient to prove that the VAT fuel receipts have merely been received, records in respect of VAT which has been recovered must be maintained and the evidence easily retrieved. HMRC will want to trace items entered in the VAT account back to source evidence, and be satisfied that systems are in place not only to obtain the necessary documents but also to ensure that they are retained for at least 6 years. If VAT is reclaimed from HMRC without valid VAT receipts the authority will have to refund the VAT to Customs, plus interest and possible penalties. 
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