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cash management
CORPORATE CARDS 

The UK population’s plastic-happy spending habits are well
known. The amount of plastic currently in circulation in the
UK equals two credit cards for every man, woman and child
in the country, and it is safe to say that a significant

proportion of the population has a whole family of cards nestling
together in their wallets. Of these, around two million are corporate
cards. And while most people successfully manage their credit cards,
problems arise when the use, or abuse, of one affects the availability
of the other.

This is one of the advantages of opting for a card with corporate
rather than individual liability. Imagine the awkwardness of having an
application for a corporate card turned down because of a bad
personal credit rating: the extra work incurred, the special
arrangements to be made, and the delays involved, not to mention
the sheer embarrassment for all concerned. A place in the executive
washroom suddenly doesn’t seem quite so enticing if it results in
financial dirty linen being the subject of senior-level gossip!

Similarly, a company that is slow to reimburse expenses or pay off
an individual liability card can start to affect the executive’s personal
credit rating. Having a mortgage application turned down because
the accounts team doesn’t pay the bills on time sounds like an
extremely good reason to be searching for alternative employment
in the very near future.

Certainly in the UK, corporate liability cards are regarded as the
way forward. Quite apart from solving the issues arising from the
crossover of personal and business credit ratings, it helps companies
keep an accurate record of exactly what their employees are paying
for while away from the office. It’s much harder to hide the family
holiday with a corporate liability card, and, as a result, easier to
prove compliance with anti-fraud regulations such as section 302 of
the Sarbanes-Oxley Act.

Indeed, the growth in regulations on corporate governance has
increased the interest in corporate liability cards. Full disclosure and
transparency in financial dealings have become the watchwords of
today’s financial officers. With travel and entertainment expenses –
those typically incurred on the corporate card – being the second
largest controllable budget area after employee salaries, there is a
clear advantage in ensuring that there are effective controls in place
to manage them. While individual expenditure might be fairly minor
in the wider scheme of things, as a total they represent an area with
massive potential for financial confusion that runs counter to the
current regulatory environment.

As well as spotting rogue purchases, a corporate liability
programme often has other benefits. Not least of these is insurance
cover against an employee going on an unauthorised spending spree.
This can be enhanced by corporate liability waiver insurance, which

covers organisations should their employees make inappropriate –
and potentially damagingly expensive – use of their card. 

More important considerations, though, are those related to the
reasons behind the introduction of corporate cards in the first place:
to provide greater management information on spending patterns, to
guarantee compliance with company policy, and to negotiate
preferential rates with regular vendors. Individual liability cards
swiftly negate these advantages, making corporate control of
business expenses that much harder to achieve. 

However, for multinational organisations, the advantages of
introducing a centrally administered, well-accepted, globally issued
corporate credit card, with corporate liability, are high. The
advantageous card and data fees, payment terms and cashback

Executive summary
n Companies need to assess whether to go for individual or

corporate liability on company credit cards. 

n A one-size-fits-all approach to corporate cards across Europe is
likely to raise problems.

n Corporate cards increase control over employee spend.

n Travel and entertainment expenses are the second largest
controllable budget area after employee salaries, so effective
controls are essential. 
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deals, when aggregated across the whole user group, can prove a
valuable reason for widespread adoption. But there are pitfalls round
every corner. A one-size-fits-all approach to corporate cards across
Europe is likely to raise problems of its own. Different laws, different
regulations and different cultures all lead to a diverse range of
attitudes to credit that cannot be ignored. 

For example, Sweden is used to very short payment periods, and
bankruptcy stays with defaulters for life. In Spain the formal process
of debt collection was traditionally a very public affair, where, until
recently, highly visible men in 19th century black costumes would
approach debtors in person in order to extract the money with
maximum humiliation. 

These kind of cultural, historical and legal differences affect each
nation’s approach to credit use – and ultimately the take-up of
corporate liability. 

Compare the UK and Germany. When it comes to liability, the
credit-happy UK is, on the whole, receptive to the idea of corporates
taking on responsibility for business cards. But setting up a credit
programme in Germany with corporate liability is far more
problematic. Accepted practice in Germany is to take on individual
liability for corporate cards. As a result, corporate liability cards tend
to have lower usage.

There are several reasons for this. First, there is the low usage of
credit cards among the population in general. Paying by debit cards
is much the preferred option, so the perceived need for revolving
credit is much lower. 

In addition to the inherently credit-averse market, there are issues

of individual privacy involved. German businesses are obliged to have
representatives from their works councils, a close equivalent to
British trades unions, on the board. The works councils have tended
to obstruct perceived infringement of employees’ rights to privacy,
and a corporate card which shows personal spend and is submitted
to the central accounts department for payment is seen to be such
an infringement.

If we were to indulge for a moment in national stereotyping, we
might put the German desire for immediate payment as an example
of a highly developed need for efficiency. If we continued down this
route we might also assume that Italy, for example, would be strong

SHOULD YOU GO FOR INDIVIDUAL OR
CORPORATE LIABILITY ON YOUR
COMPANY’S CREDIT CARDS? IT ALL
DEPENDS WHERE YOU ARE IN THE
WORLD, EXPLAINS VINCENT EAVIS.

VAT reclamation is a major issue for most companies. For those
with multinational operations or a widely travelled workforce, it
presents a whole new set of challenges, particularly at a time when
both local tax authorities and the EU Commission are focusing their
attention on the VAT incurred by businesses on their travel and
entertainment expenses. It is a complicated area, with varying rules
and regulations across different countries to be taken into account.
For example, VAT can be reclaimed on client entertainment in
Germany but not in the UK. Similarly, car hire is reclaimable at 10%
in Italy, 50% in Spain, but not at all in France. 

What all these cases have in common is they rely on employee-
driven evidence to support them. This can lead to further
complications, however, as it can blur the lines between expenses
incurred for an employee’s individual purposes, and those
legitimately incurred by that individual’s employer. 

In the interests of creating a more equal playing field across
Europe, the EU Commission aims to remove competitive disparity
on the recovery of VAT on travel and entertainment expenses. In a
case against the Netherlands, the European Court of Justice has
already ruled that where goods and services are supplied to an
employee rather the employer, VAT cannot be recovered – unless
there is evidence that the expense was incurred by the employer
and not the individual.

In the UK, the European Court of Justice has also ruled against the
deduction of VAT on fuel allowances and other employee expenses,
deeming this to contravene EU law on input tax deduction. The UK
tax authorities have taken a more relaxed approach and allowed
businesses to recover VAT on fuel allowances, but this must be
accompanied by evidence in the form of an invoice or VAT receipt.

The underlying principle – that individual expenses should be
distinct from corporate outlay – can be easily supported by a card
offering corporate liability. With such a card programme, the
boundaries between the two are clearly delineated. Cards can also
be labelled as being for corporate expenditure only, to further
clarify the situation. 

A corporate liability card programme can remove many of the
challenges associated with VAT reclamation both in a national and
international context. When run in conjunction with an automated
expense management system, corporate cards can also make the
process far more streamlined, accurate and effective. 

Box 1. Managing VAT with corporate cards
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supporters of corporate liability. But Italy, too, prefers individual
liability on corporate cards.

Credit card use among the general population is also low in Italy,
and where they are used extended payment periods are standard.
Corporate cards are accordingly seen as something of a perk – a
status symbol or indication of achievement. 

The idea of cards as status symbol is accompanied by a certain
emotional engagement with them, which often runs counter to the
logical, factual basis on which corporates need to make financial and
operational decisions. In addition to which, there will always be
mavericks within any organisation, who prefer to use their own cards
anyway, and enjoy the benefits from their personal rewards package. 

When companies wish to deploy a global credit programme, these
are the kind of issues they need to consider. The more the corporate
card is used, the greater the benefits in terms of rebate and the more
benefit the organisation will derive from their introduction. Bringing
in a card that will not be widely used, therefore, is rather self-
defeating. The greater the use of corporate cards, the greater the
advantages for the corporation.

A recent survey reported that 84% of treasurers felt they did not,
as yet, have sufficient control over travel and entertainment expenses.
But those who wish to change this situation need to draw a balance
to maximise adoption, usage and (therefore) rebate while still
maintaining control. A draconian approach, where reimbursement is
only given on expenses incurred through the use of the corporate
card and where no personal expenditure is allowed, runs the risk of
alienating staff and reducing flexibility. The far more open policy of
adopting personal liability runs the risk of personal spend and
potential fraud. Nor does it offer any reason for an individual to stop
using their own card and gaining their own rewards.

The balance needed will frequently be somewhere between these
two positions, but will also vary between countries to make sure that
adoption and usage are maximised, and the law is observed at all
times. Corporate liability provides the benefits that drive the adoption
of corporate cards in the first place and, logically, is the best option.
But simply imposing it from a distant shore is unlikely to reap any
rewards. For any organisation that wants to introduce global
purchasing and card policies, time spent talking to local operations
and establishing what really happens on the ground is going to be
time well spent. 

Vincent Eavis is Head of Business Development at Citigroup’s Global
Transaction Services.
vincent.eavis@citigroup.com
www.europe.citimanager.com
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THE IDEA OF CARDS AS STATUS
SYMBOL IS ACCOMPANIED BY A
CERTAIN EMOTIONAL ENGAGEMENT
WITH THEM, WHICH OFTEN RUNS
COUNTER TO THE LOGICAL,
FACTUAL BASIS ON WHICH
CORPORATES NEED TO MAKE
FINANCIAL AND OPERATIONAL
DECISIONS.

Events and Conferences 
Managing Pension Fund Risk: 
Liability-Driven Investment Solutions 
An evening symposium 
8 March 
Sponsored by Insight Investment 
To be held at a central London venue 

Talking Treasury 
A new exclusive thought-leadership forum for international
corporate treasurers 
23 March 
Sponsored by JPMorgan Asset Management 
Radisson SAS Alcron Hotel, Prague 

The ACT Spring Paper 2006 
The Pensions Regulator: one year on 
30 March      
Free event. Sponsored by Barclays Capital 
Presented by David Norgrove, Chair of the Pensions
Regulator 
Stationers’ Hall, Ave Maria Lane, London 

Achieving Integrated Risk Management: 
A Case Study 
A breakfast briefing 
6 April 
Free event. Sponsored by Zurich 
BAT, Globe House, 4 Temple Place, London 

IAS 39, The Reality: A Hard Or Soft Landing? 
A half-day conference 
26 April 
Sponsored by Lloyds TSB 
To be held at a central London venue 

The Treasurers’ Conference 
17-19 May 
Sponsored by HSBC, Deutsche Bank and RBS 
The Celtic Manor Resort, Newport 

Training
Basic Treasury for Support Staff, 25 April 
Cross-Border Cash Management, 9 May 
Importance of Currency Risk Management, 7 June 

Essential treasury
training and events
from the ACT

For more information, please check our
website, www.treasurers.org, or email Makayla
Rahman at mrahman@treasurers.co.uk

The treasury trainer of choice
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