
1 

Info@isme.ie Irish Small & Medium Enterprise Association www.isme.ie 

 
17 Kildare Street, Dublin 2 

Tel: 01 6622755    Fax:  01 6612157 

www.isme.ie      Email:  info@isme.ie 

 

 

 

 

 

 

 

 

This covers reimbursement of Motoring Expenses to Employees 

(including Directors) 

 

INTRODUCTION  
 
Payments by an employer which are no more than reimbursement of allowable expenses 
actually incurred by an employee may be paid free of tax in certain circumstances, in 
accordance with legislation.  The law provides that employees’ expenses qualify for 
deduction by them only where they are incurred “Wholly exclusively and necessarily” in 
performing the duties of the employment.  Expenses which are incurred by employees 
in travelling to and from the place of employment are not allowance for tax 
purposes and any reimbursement of these expenses must be treated as pay. 
 
Where an employee’s allowable expenses are reimbursed free of tax by an employer, the 
question of an income tax claim by the employee for those expenses does not of course 
arise. 

 
REIMBURSEMENT OF FLAT-RATE TRAVEL ALLOWANCES 
 
Where employees use their private cars for business purposes, reimbursement in respect 
of allowable motoring expenses can be effected by way of flat-rate mileage allowances. 
 
Mileage allowances are a formula which attempt to arrive at likely allowance motoring 
expenses through a standard costs system.  The system applies where the car is owned 
by the employee and all motoring expenses are met by the employee.  If any specific 
motoring expenses (including finance costs and exceptional expenditures) are 
reimbursed by the employer, the tax office should be approached as to the appropriate 
tax treatment. 
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There are two types of mileage allowance schemes which are acceptable for tax 
purposes, if an employee bears all the motoring expenses: 
 

 The prevailing schedule of Civil Service rates; or  

 Any other schedule with rates not greater than the Civil Service rates; or 

 
Either of these two reimbursement rates may be applied without specific Revenue 
approval where a satisfactory recording and internal control system is in operation. 

 

CIVIL SERVICE RATES 
 
Following a general review of the Civil Service Motor Mileage Rates changes to the 
schedule were announced in November 2001.  The changes bring into effect a simplified 
mileage rate structure involving a reduction in the mileage bands from six to two bands 
and streamlining the categories of car engine capacities.  In addition, all Civil Service 
employees have a mileage year based on the calendar year.  The new rates and car 
engine capacities, details of which are shown below, apply with effect from 5th March 
2009. Please note the new rates are referred in kilometres. 

 
Motor Travel Rates Update March 2009 

 

Motor Travel Rates 5th March 2009 
 
For individuals who are obliged to use their car in the normal course of their duties: 

Motor Cars effective from the 5
th

 of March 2009 

Official Motor 
Travel in a 
calendar year  

Engine Capacity 

Up to 

1,200 cc 
1,201 cc to 

1,500 cc 
1,501 cc 

and over 

Up to 6,437km 39.12 cent 46.25 cent 59.07 cent 

6,437km and 
over 

21.22 cent  23.62 cent 28.46 cent 

 Rates per Kilometre (1 mile = 1.609 kilometres) 
 

Motor Bikes 

 

Engine Capacity up to 
1200cc 

Engine Capacity 1201cc to 
1500cc 

Engine Capacity 1501cc 
and over 

19.52 cent per km 22.18 cent per km 25.99 cent per km 

 

APPLICATION OF FLAT-RATE TRAVEL ALLOWANCES  

A flat –rate travel allowance apply only to allowable motoring expenses.  The expenses 
must be incurred by an employee who is engaged on a business journey.  All the costs of 
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motoring must be borne by the employee.  A business journey is one in which the 
employee travels form one place of work to another place of work in the performance of 
the duties of the employment.  Journeys between an employee’s home and place of work 
are not business journeys. 

 
Business Travel Involving Travel Direct From/To Home.  
 Where an employee proceeds on a business journey directly form home to a temporary 
place of work (rather than commencing that business journey form his/her normal place 
of work) or returns home directly, the business travel should be calculated by reference to 
the lesser of: 
 

 The distance between home and the temporary place of work, and  

 The distance between the normal place of work and the temporary place of work. 

 

RECORDS TO BE KEPT – AUDIT OF RECORDS 
 
An advantage of the mileage rate system is that employees do not have to keep a precise 
record of actual motoring costs.  They would however, be expected to provide to their 
employer a record showing, for each business journey: 
 

 The date of the journey  

 The reason for the journey  

 The travel distance involved. 
 
A straightforward record of this kind would, in any event, be required for an employer’s 
financial and internal control purposes and it should therefore not involve additional 
paperwork. 
 
If an employer has doubts about the adequacy of the tax accounting records for 
employees (including Directors), the local tax office can be consulted.  All records relating 
to any reimbursement of motoring expenses should be retained by the employer for 
examination in the event of an audit.  The records must be kept for six years unless the 
Inspector of Taxes says otherwise. 
 
Expenses Claims by References to Actual costs incurred.   
Reimbursement of allowance motoring expenses without deduction of tax in accordance 
with acceptable flat-rate travel allowances avoids the need for claims by the employee for 
expenses deductions (and any wear and tear allowance in respect of the motor vehicle). 
 
Notwithstanding this, an employee retains the alternative right to the statutory 
entitlements to claim an expenses deduction (and any wear and tear allowance in respect 
of the motor vehicle).However, where the employee decides to make such claims, any 
reimbursement of expenses by the employer, including any scale allowances, would be 
regarded as pay and taxable accordingly. 
 

 

FURTHER INFORMATION  

 
For further information please contact your local tax office or the Central Telephone 
Information Office at (01) 8736100, or visit the Revenue web site at www.revenue.ie 


