Free Fuel?

If ever there was an example of an inaccurate description for a product, then free fuel would be the outright winner.

Never has a phrase been more misleading or so spectacularly inaccurate than in describers as 'free' something that often costs drivers more than the benefit of the fuel they are receiving.

If a company car driver has all his or her private fuel paid for by the company, then it incurs tax on a standard benefit, currently £14,400 a year. Drivers pay BIK tax on a percentage of the £14,400 bill according to the emissions of their company car, mirroring the company car tax system. Effectively, the charge is the same as receiving a second company car worth £14,400.

If a driver was using a Vauxhall Vectra 1.9CDTi, which emits 159g/km of CO2 and is taxed at 18%, he or she would pay tax on 18% of £14,400, or £2,592. A 22% taxpayer would therefore pay £570 per year. At current fuel prices, the driver would have to cover 6,751 private miles just to break even. Average private mileage is 6,000 miles. In addition, the company would also pay tax on the benefit.

The tax is intended to drive motorists out of the free fuel regime by taxing them more than the fuel they receive is worth. However, for many, it also encourages them to cover excessively high mileages to ensure they use enough fuel to cover their tax bill.

Overall, experts say it is better for companies to find other ways to pay staff and scrap free fuel altogether.

