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Driving Change
Keys to Creating Effective, Equitable, 
Efficient Vehicle Programs  
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Modern business is on the move. Literally. The U.S. 
Bureau of Labor Statistics estimates that at least 
30% of civilian jobs require driving some type of 
vehicle, two-thirds of which are passenger vehicles.1 
As technology continues to untether employees from 
offices, more workers are able to meet their 
professional goals remotely, including from the road. 

Although the coronavirus pandemic abruptly 
interrupted business mobility in March 2020, data 
tracking these trends around the country show a 
gradual uptick in cars returning to the roadways as 
early as April.2 While a rise in business mileage is a 
positive indicator of post-COVID business recovery, it 
is also a general reminder that companies need to 
have strategies in place that accommodate the 
growth of the mobile sector. As such, more employers 
are examining – and, in some cases, reinventing – 
vehicle program policies.   

Companies must be nimble enough to adapt to 
changing and mobile-leaning workforce dynamics 
while simultaneously operationalizing vehicle 
program processes that:

 • Reimburse drivers fairly and equitably 
 • Acknowledge regional cost distinctions
 • Minimize corporate liability
 • Save money and/or free up resources to be 
reallocated

 • Simplify administrative tasks for employee and 
employer

 • Ensure employee safety and satisfaction 

A Growing Mobile Workforce 

1. https://www.bls.gov/opub/ted/2017/30-percent-of-civilian-jobs-require-some-driving-in-2016.htm
2.  https://www.motus.com/passed-the-halfway-point-on-recovery/

30% of civilian jobs require 
driving some type of vehicle

2/3 of which are  
passenger vehicles
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When it comes to accounting for the costs associated 
with driving and maintaining vehicles, location 
matters. The American Automobile Association 
reports as much as a 175% difference between the 
lowest and highest fuel prices across all 50 states.  
The same is true for vehicle insurance premiums, 
which can vary greatly according to region. 

The bottom line: every car comes with its own use 
costs. Some of these costs are fixed and others are 
variable over time, but all of them differ based on 
location. Reimbursement amounts that are fair to 
employers as well as employees who drive their own 
vehicles for work purposes should be precisely 
calculated to align with all cost factors. 

3. https://gasprices.aaa.com/state-gas-price-averages/

Charleston 
$2.25

San 
Francisco

$3.84

Boston 
$2.39

St. Louis
$2.17

Dallas
$2.04

Memphis
$1,505

Atlanta
$2,169

Charlotte
$1,170

Chicago
$1,525

Detroit
$4,173

Los Angeles
$2,839

Sample 
Insurance Premiums

Sample Fuel Prices

Mapping Cost	Differentials
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 • Vicarious Liability. Companies can be held 
responsible for incidents involving their employees 
and fleet vehicles, even during non-working hours. 

 • Labor Laws. The Fair Labor Standards Act  
requires companies to pay employees minimum 
wage, which they must clear after receiving  
mileage reimbursements. 

 • Tax Laws. Mileage reimbursements that exceed the 
Internal Revenue Service (IRS) Standard Mileage 
Rate are taxable as income, with both employer and 
employee responsible for applicable FICA taxes.

 • Mileage Fraud and Miscalculations. Manual 

mileage and vehicle expense recording processes 
make it far easier to make mistakes, whether they 
are accidental or intentional.  

 • Volatile Fuel Prices. Fuel prices rise and fall 
according to global market influences. Additionally, 
regional price differences vary greatly across the 
U.S. These fluctuations can complicate cash flow 
and future spend management if not carefully 
handled. 

 • Employee Dissatisfaction. Inequitable, inaccurate, 
or inadequate reimbursement can lead to employee 
frustration and even litigation.

The Risks Per Mile 

The IRS Standard Mileage Rate

For each tax year, the IRS establishes a fixed rate – known as the Standard 
Mileage Rate – that calculates the national average cost of owning and 
operating a motor vehicle. Qualified employees4 then use the current rate to 
determine what they can deduct from their income taxes based on their 
annual work-related mileage. Some companies also set their cents-per-mile 
reimbursement rate to align with the Standard Mileage Rate, which is the 
highest amount an employee can be reimbursed before that reimbursement 
becomes taxable. For the 2020 tax year, the national Standard Mileage Rate 
for businesses is 57.5 cents per mile, regardless of regional fluctuations in 
actual out-of-pocket costs such as gas and insurance.

4. Since the 2017 passage of the Tax Cuts and Jobs Act (TCJA), fewer employees now qualify to deduct 
unreimbursed business mileage from their personal federal income taxes. The TCJA legislation has no 
impact on businesses using fixed and variable rate and/or other accountable mileage reimbursement plans.

As per-driver mileage rises, so does the risk profile for companies employing mobile workforces. Consider these 
exposures, particularly acute for employers of drivers logging more than 5,000 reimbursable miles annually:

© 2020 SAP SE or an SAP affiliate company. All rights reserved.
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Real-world Litigation

 • RadioShack paid $4.5 million for not  
sufficiently reimbursing employees for their 
personal vehicle expenses.

 • Pizza Hut paid $5.1 million when drivers  
claimed they were not being reimbursed for  
job-related costs.

 • Harte Hanks paid $7 million when the courts  
ruled that there needed to be a method to  
apportion when lump sums were added to 
employees’ compensation as a way of reimbursing 
for vehicle costs.

 • Starbucks paid $3 million for not making  
mileage expense reimbursements a matter of 
company policy.

 • Walgreens paid $1.5 million for claims under 
California Labor Code section 2802, alleging that 
the company failed to reimburse employees for 
business-related expenses.

 • CROSSMARK paid $1 million for allegedly  
under-reimbursing for business mileage and time 
spent driving. 

Numerous companies have lost lawsuits related to vehicle program reimbursement-related class actions.5 
Recent examples:

5. https://www.motus.com/mileage-reimbursement-related-lawsuits/#intro
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Typical corporate vehicle programs take a one-size-fits-all approach that can leave dangerously wide liability 
gaps. Managing and minimizing risk is a matter of tailoring vehicle programs to the particular usage patterns of 
individual companies and the workers who represent them. Regional variances in costs such as fuel, insurance, 
and maintenance, for example, are only part of the story. Here, we examine the advantages and shortcomings 
of the three most common programmatic approaches.  

FLAT CAR ALLOWANCE

Advantages Disadvantages 

• The company pays a 
predictable flat amount per 
month per employee. 

• The program is relatively easy  
to administer.

• The company pays employees the same amount each month regardless 
of actual work-related mileage driven. 

• Employees who incur higher actual costs might object to being given the 
same allowance as others whose costs are lower, elevating risk of 
dissatisfaction and/or litigation.

• Regional variations in out-of-pocket vehicle expenses are not 
accommodated.

• Allowances are considered taxable income by the IRS and are subject to 
FICA and income taxes (both federal and state), which means the 
employee will not receive the full allowance amount.

$600

$374

$180

$46
$46

FICA TAX

INCOME TAX

REIMBURSEMENT

Average $272 tax waste delta per allowance

Company 
spends $646

only $374

Annual tax waste: $1,632,000

Looking Under the Hood  
at Traditional Vehicle Programs 

© 2020 SAP SE or an SAP affiliate company. All rights reserved.
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CENTS-PER-MILE REIMBURSEMENT

Advantages Disadvantages 

• Conforms to the IRS Standard 
Mileage Rate if record-keeping 
processes are compliant.

• A simple way to reimburse.

• Flat mileage reimbursements (including those that align with the IRS 
Standard Mileage Rates) are inequitable, as they tend to be less than the 
actual costs incurred by low-mileage drivers and more than actual costs 
incurred by high-mileage drivers.

• Mileage logs are required, opening up the possibilities of error or fraud.
• Potential for fraud exists if employees opt to drive more than needed to 

receive higher reimbursements or less than needed to avoid wear-and-
tear that the reimbursements will not be enough to cover. 

Self-reported vs. GPS-verified mileage

Self-reported mileage adds an 
average of 21 hours of administrative 
time per year per mobile employee

Companies using GPS-verified mileage 
tracking report an average 15-25% lower 
costs per businessmile

FLEET VEHICLES

Advantages Disadvantages 
• Viewed as an employee 

benefit.
• Company controls the type of 

vehicles driven.

• The company assumes 24-hour risk, as it is liable for the vehicle even 
when it is being used for non-work purposes.

• Company-owned fleet vehicles are associated with accident rates as 
high as three times the national average for U.S. drivers. 

• Average costs per vehicle are higher than when employees drive their 
own cars.

• Employees have less choice in what they drive. Company must still absorb 
lease, maintenance, and administrative costs even for idle vehicles. 

Annual vehicle 
program 

spend/mobile 
worker

Annual 
support 

costs/mobile 
worker

Total  
annual  

costs/mobile 
worker

Mobile 
workers as % 

of total 
employees

Average $10,986 $1,219 $11,987 17.87%

25th percentile $9,667 $780 $9,941 7.00%
Median $10,439 $1,125 $11,439 10.27%
75th percentile $11,785 $1,856 $13,595 32.00%

Average cost/fleet 
vehicle: $11,987

On average, fuel spend 
makes up to 60% of 
fleet operating costs

Source:   

© 2020 SAP SE or an SAP affiliate company. All rights reserved.
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As mobile workforces grow, more companies are turning to automated fixed and variable rate (FAVR) tools to 
ensure that reimbursements are accurate, easy to use, and fairly calculated for the benefit of both employer 
and employee. 

A Better Approach: Fixed and 
Variable Rate Reimbursement  

MORE EQUITABLE THAN COST-PER-MILE REIMBURSEMENTS. 
Avoids over- and under-payments, which can diminish employee satisfaction.

LESS OF A TAX BURDEN THAN CAR ALLOWANCES. 
Eliminates the possibility of employers and employees overpaying 
FICA taxes for imprecise allowance payments. 

MORE COST-EFFECTIVE AND LESS RISKY THAN FLEETS. 
Saves companies the significant financial and administrative burden 
of managing fleets while lowering round-the-clock liability. 

THE COST ADVANTAGE
A FAVR solution maximizes savings for employers and 
employees alike. Reimbursements are made on actual 
rather than estimated out-of-pocket vehicle usage 
costs, which means employers do not overpay and 
employees get their fair share. Plus, since FAVR 
reimbursements comply with IRS standards and do 
not qualify as additional income, there are no tax 
liabilities for either party.

THE LEGAL AND COMPLIANCE ADVANTAGE
Calculating reimbursement rates per the FAVR model 
is the only IRS-recommended methodology. In 
addition, when employees drive their own cars and 
receive reimbursements via a FAVR solution, it 
protects companies from the enormous 24/7 liability 
associated with fleets.  

THE EMPLOYEE SATISFACTION ADVANTAGE 
People who drive for work often express a preference 
for their own vehicles. And ensuring workers receive 
fair and equitable vehicle-related reimbursements is a 
powerful way for a company to demonstrate its 
commitment to its employees. 

THE AUTOMATION ADVANTAGE
For the modern workforce, the best approach is often 
a technological one. SAP Concur FAVR by Motus is a 
fully automated real-time solution that captures, 
maps, and reports on actual work-related vehicle 
usage. It relies on GPS-verified mileage tracking and 
fully integrates with the Concur Expense application, 
which allows companies to fold it seamlessly into 
existing administrative and reimbursement systems. 

© 2020 SAP SE or an SAP affiliate company. All rights reserved.
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Learn more about how SAP Concur FAVR by 
Motus can drive down the cost of your 
vehicle reimbursement program and create 
a smoother ride for your mobile workforce.  

Explore SAP Concur FAVR by Motus 

“We had several million dollars wrapped up in passenger 
vehicles and decided we had an opportunity to unleash those 
dollars elsewhere in the organization, while also reducing our 
auto-liability exposure.”

– Jody Billiard, VP, Chief Accounting Officer and Corporate Controller at Coca-Cola Consolidated

SAP Concur has partnered with Motus, a recognized 
leader in the mobile-enabled worker sector, to offer 
SAP® Concur® FAVR by Motus – the end-to-end 
mileage spend solution that integrates fully with 
Concur Expense.  

The SAP Concur FAVR by Motus solution customizes 
reimbursements based on the actual costs employees 
incur as they drive their own vehicles for work-related 
purposes. Scalable and totally cloud-based, it adjusts 
for fluctuations based on location, vehicle type, and 
other factors. The solution is ideally suited for 
employees who drive personal vehicles at least  
5,000 miles annually to conduct business.

The Six Components of FAVR 

SAP Concur FAVR by Motus relies on six 
distinct elements – three fixed and three 
variable – as it calculates precise 
reimbursement amounts for individual drivers 
using their personal vehicles. Fixed costs 
remain the same month by month but vary 
from employee to employee, while variable 
costs change according to region and mileage.

Fixed costs
1. License and registration fees 
2. Taxes and depreciation
3. Insurance premiums

Variable costs
4. Maintenance 
5. Fuel and oil
6. Tire wear

© 2020 SAP SE or an SAP affiliate company. All rights reserved.
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No part of this publication may be reproduced or transmitted in any 
form or for any purpose without the express permission of SAP SE or an 
SAP affi  liate company.

The information contained herein may be changed without prior notice. 
Some software products marketed by SAP SE and its distributors 
contain proprietary software components of other software vendors. 
National product specifi cations may vary.

These materials are provided by SAP SE or an SAP affi  liate company for 
informational purposes only, without representation or warranty of any 
kind, and SAP or its affi  liated companies shall not be liable for errors or 
omissions with respect to the materials. The only warranties for SAP or 
SAP affi  liate company products and services are those that are set forth 
in the express warranty statements accompanying such products and 
services, if any. Nothing herein should be construed as constituting an 
additional warranty. 

In particular, SAP SE or its affi  liated companies have no obligation to 
pursue any course of business outlined in this document or any related 
presentation, or to develop or release any functionality mentioned 
therein. This document, or any related presentation, and SAP SE’s or its 
affi  liated companies’ strategy and possible future developments, 
products, and/or platforms, directions, and functionality are all subject 
to change and 
may be changed by SAP SE or its affi  liated companies at any time for 
any reason without notice. The information in this document is not a 
commitment, promise, or legal obligation to deliver any material, code, 
or functionality. All forward-looking statements are subject to various 
risks and uncertainties that could cause actual results to diff er 
materially from expectations. Readers are cautioned not to place undue 
reliance on these forward-looking statements, and they should not be 
relied upon in making purchasing decisions.

SAP and other SAP products and services mentioned herein as well 
as their respective logos are trademarks or registered trademarks of 
SAP SE (or an SAP affi  liate company) in Germany and other countries. 
All other product and service names mentioned are the trademarks of 
their respective companies. 

See www.sap.com/copyright for additional trademark information 
and notices.
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Learn more at concur.com

Follow SAP Concur

https://www.concur.com
https://www.facebook.com/SAPConcur/
https://twitter.com/sapconcur
https://www.youtube.com/user/ConcurTechnologies
https://www.linkedin.com/company/sapconcur/
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