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4 July 2025  
 
 

 
 

 
Dear  

Thank you for your request made under the Official Information Act 1982 (OIA), received on 17 
June 2025. You requested the following, in respect of the kilometre reimbursement rates for the 
2024–2025 income year:  

1. The methodology used to calculate the current kilometre reimbursement rates for each 
vehicle type (petrol, diesel, hybrid, electric). 

2. The assumptions and data sources used for: 
− Fixed costs (e.g., depreciation, purchase price, insurance, registration) 
− Running costs (e.g., fuel, maintenance, Road User Charges) 

3. Any modelling documents, spreadsheets, working papers, or internal analysis used in 
setting the rates. 

4. The rationale for the large difference in Tier 1 rates, especially the reduction for hybrid 
and electric vehicles. 

5. Whether there was any public consultation or stakeholder input before the rates were 
finalised. 

6. Whether any external consultants or organisations were engaged to provide data or 
analysis. 

The Commissioner of Inland Revenue is required to set a kilometre rate so that taxpayers who 
use a motor vehicle for business purposes may claim expenditure for the business portion of 
vehicle running costs. The kilometre rates are set under section DE 12 of the Income Tax Act 
2007 (ITA) as an alternative optional method for claiming vehicle expenditure. Alternatively, 
taxpayers may decide to claim actual expenditure incurred by them supported by business 
records of all expenditure.   

Employers are permitted under section CW 17(3) of the ITA to make a reasonable estimate of 
vehicle running expenditure for the purpose of employee reimbursements of the business use of 
private motor vehicles used to benefit an employer’s business. While the Commissioner’s vehicle 
kilometre rate is set for an earlier income year for business taxpayer claim for vehicle 
expenditure, the Commissioner accepts employers may use these rates set by Inland Revenue 
in place of making a reasonable estimate provided an employer is satisfied a rate used represents 
likely expenditure incurred for reimbursement purposes. In an employer’s reimbursement 
situation, near enough is good enough for the purpose of making a reasonable estimate although 
employers will need to turn their mind to reimbursement amounts should vehicle running costs 
fluctuate during a current income year to satisfy themselves any reimbursement remains a 
reasonable estimate of likely costs incurred. 

The vehicle kilometre rate is set annually for an income year (1 April to 31 March) on a 
retrospective basis to reflect more accurately the likely expenditure incurred for a year. The 
vehicle ownership cost and running cost data used to calculate the Commissioner’s vehicle 
kilometre rates is purchased from a reputable motor vehicle industry organisation and is the 
intellectual property of that provider. Therefore, Inland Revenue’s methodology, including 
modelling documents, used to calculate the vehicle kilometre rates is withheld under section 








