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Now, for tomorrow

Motor vehicle FBT reform 
takes centre stage

The recent Tax Bill has proposed a fundamental redesign of the motor vehicle FBT 
regime taking effect from 1 April 2027. Here’s what that would look like in practice… 

Category Conditions Requirements Percentage of 
private use

1 – Motor vehicle 
mainly for private 
use (default 
category)

100%

2 – Motor 
vehicle mainly for 
business use with 
partial private use

(a) The motor vehicle is mainly for 
business use; and

(b) Private use is permitted:
• On an employee’s rostered day 

off work, or during their annual or 
statutory leave; and

• For travel between home and work.

The motor vehicle must display 
business/employer branding, unless 
it is owned, rented or leased by 
an employer that is not a widely-
held company and is carrying on a 
farming or agricultural business.

35%

3 – Motor vehicle 
is mainly for 
business use on 
farmland

(a)	The motor vehicle is mainly for use 
in a farming or agricultural business 
that is carried out mainly on farmland 
by an employee who is:
•	A shareholder-employee, if the 

employer is a company; or
•	A beneficiary of a trust, if the 

employer is a trust; and
(b)	Private use is permitted:

•	When the employee is not required 
to work; and

•	For travel between home and work.

The motor vehicle must be owned or 
leased by an employer carrying on a 
farming or agricultural business.

35%

4 – Motor 
vehicle mainly for 
business use with 
minor private use

(a)	The motor vehicle is mainly for 
business use; and

(b)	Private use is permitted only for 
employee’s travel between home  
and work.

The motor vehicle must display 
business/employer branding.

20%

5 – Motor vehicle 
for business use

(a)	The motor vehicle is mainly for 
business use; and

(b)	Private use is permitted only for travel 
between home and work if work is a 
project of limited duration or requires 
travel to multiple work sites.

The motor vehicle must display 
business/employer branding.

0%

6 – Pool car with 
no private use

The motor vehicle must be used 
exclusively for business.

0%

Do you want to know more? Read our full article about the Tax Bill proposals or contact your local 
Baker Tilly Staples Rodway advisor.

https://bakertillysr.nz/news/tax-talk-changes-touted-for-employers-investors-international-taxpayers/
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