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Purpose 

1. This briefing provides a draft Cabinet paper on a regional fuel tax, for your consideration and 
discussion with colleagues. 

Draft Cabinet paper for you to consider ,, /:> 
_/-!"~/~" <~,,.·· ....... ·" ... ,'-._ 

2. 

3. 

4. 

On 4 December 2017 you provided feedback on the design of a regiP{l~ffid-6iiax. B;(seo m1'<> 
your feedback we have drafted a Cabinet paper based on the feep~a~l3~'¥n~~ave. ( \" J) 

./'').· ... ..., --./// ·,,;, /,..._~ ."''-•• ~~ _.,.~-..l 

The purpose of the attached draft Cabinet paper is to seek cat:lit'let's:-~pproval t9\ln~:> 
funda~ental design elements of a regional fuel tax and approvat-~!.) legisl~tipn t~ye drafted 
by Parliamentary Counsel Office. . ... /--<c..·.

1 
,.,._,.:_ec~··.. · 

/ ' ··,, "-!:;"'-~--' . ..'', '-.... ,_ ~J /,,..---.,,.._0, '•'-...... , ___ --~ 

Th1s. draft Cabinet paper has been prepared quic~Y)/,Y~·~~plogisy-foY'~ft~rrors and will 

contmue to work on the paper. ,-~~~<<<;> · /';<~~·~·>::::~/ 
/ ... ---.., "\ . / / / ', '·, 

Using the revenue for Auckland Transporl Ati!J!}.fit~ttt~r~Jepi~;.,:;:\'·.> 
/~~--- "·<'\v./ \ -~:~~ v 

5. 

6. 

7. 

In our briefing (OC05444 refers) we ~~iOus ~lol;l)(;foY'the use of revenue from a 
regio.~al fue! tax. Y.ou indicate~ yo.u-{9\JQuroo op!iart\~::~tion two pr~vides funding for 
spec1f1c cap1tal projects, assocJate~debfihour,re~a~~ result of the capital projects, and 
operational expenditure whe.rr:ttis as'Suclat~:w;th t~ clellvery of a package or programme of 

·' / ... \ ., (.,_ / "'""? 
projects. / < ·--- \ '·, Jf·-j /''/ '·,, '""·-., ) ) /--::::~-. ..,>·0 
Auckland Council (the'.Q~ca}~an,ts. M~at~r)flexibility than that allowed by option 2. The 
Council wishes to f~-'ta~fo's 11t~~~pft..aetlvities" including existing operating a~d c~pital 
expenditure specifikO::il) ~ts plaRfltOS-,d<Jcuments. We have also set out the Council's v1ew, 
which was al~~~~ to t~_:trea~ty, in the draft Cabinet paper. 

,./} \ \,_/::,./ --~/~ ·('·.,<~".""~~:.~~---/ 
The Tr~~glf~.~~ requested.~~mment be included In the d~aft Cabinet paper. The . 
commentstate,S1hatthe revenue should be used to fund capital payments and associated 
debt'l"~pa~t~~f"ri(el~ proposed by the regional council and approved by joint 
MJh)St~.-s;/ ' --. .__ '.,;/" . < (/;-) .<"-/ (' .. \ /~ .. -" 

8 .. _/_:::,··,1'\(~;frtdl~~)ltxJ:,Preferred the revenue from a regional fuel tax to be used to fund projects 
<,</::~.=:tg:erltifie~ ~s ~~~f the update of the Auckland Transport Alignment Project (ATAP). We 

'··<> hav.~tt(a,~tt:!:.!l;ie Cabinet paper to reflect your preference for this approach. 
/<:::</~> --, '·,,~) 

Effect'JfJftKtfcks fuelling outside Auckland on revenue estimate ('' < ~/~:':· ~., . ..,,.'' 
,g;:::~~:::~:h>the draft Cabinet paper we have provided an estimate for a 10 cent per litre regional fuel 
( ( ) ) tax in Auckland. Since 4 December 2017 when we discussed briefing OC05444, we have 
',·.,":_~/ estimated the potential effect of long haul trucks which travel between regions choosing to 

fuel outside Auckland. Our current estimate is that this could reduce revenue by up to $20 
million per annum. 

Simplifying refunds for off-road use of diesel 

10. On Monday 4 December·2017 we discussed with you about how off-road diesel should be 
treated. We thought it would be helpful to clarify the recommendation included in the 
attached draft Cabinet paper based on that discussion. 
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11. The draft Cabinet paper provides that refunds for off-road use of diesel be available on the 
same basis as Fuel Excise Duty Refunds are available for petrol vehicles. We consider this 
to be the fairest and most logically consistent approach. 

12. The attached Appendix provides further information about refunds for off-road use of diesel. 

A maximum rate provision will be required .//' 
/"/,:;~~·"··, <>~~.>"~., 

13. Based on our earlier advice, you indicated you favoured flexibility ab9ptJh~ frt'?lximyrp:rate ·.of) · 
a regional fuel tax. Since that advice, we have been looking at simjlar..~Ypvision~ thatr) 
seek to give ~fexibility to adjust the rate, while providing for dir~~.:P~!~~rlta~~~tlfof 
rates of taxatiOn. , . ., .. , , '" .~·./ (,/ '< '• ' (''. \ ( 

14. We propose to base the model on the way excise rates}o.r~nglnefuelr-ar~:::c~! under the 
Customs and Excise Act 1996, which is a close analo9}'(jJJ1'~ thispr$~altthe maximum 
rate .of the tax would be specified in the primary le§Ji~~~o~~p01en~t~:i'Sb~ed~le). This 
max1mum rate would be able to be subsequently a~nge;:t'by (fr:~'J:.J__l'}.,.{)ounctl, With the 
Orders in Council being subject to confirmatimr::6¥~a.fij'afneodnrqu'gtliJle annual 
confirmation process. ,. .. <( ') ) '" ::.,>,'... .j 

""'-- '-~<><~·~<>~>/ ,;:--~-~. ___ ~"~~) 
· 15. We pro~ose tha~ the Initial maximum J~f~" ~~termJn~ch~.Q~With the Minister of Finance 

prior to rntroduct1on of the Bill. h ·,···><··.) ./·-- \'\::··. \) 
·"-...... '~ ... ,,"- ') ,) <, '.;.;_:<:; \>-,.) 

Two outstanding matters being w~rJi~d thinlrgh /":"~\ ·"<~.<j 
//<"",.,--·-~,.'-..--·~\ <~.-<'"'./! ~·v;-

16, The following matters ar~ ~litt~,efhll wor,k~ncol@ll: 
/ ,·' ' _,_/ ~ t / '\ \ ..,_, .. · 

• 

• 

'"J/J' _.<> _'"·~.,,./ f ( \ 1 

a regulatory.J~p~ct~~~em/9rfi>~a.~_j~n prepared to accompany the Cabinet paper . 
The attach~~~i:E!gul~tQry/piipact statement has not been formally assessed by 
the Trea,sury;;::_)) ·<,~"''<··\ · 

\ ;;;~::~-· /'··-~~::~> ~v . 

we'~.~E( ~~tri'fuing to.,~~r~;;with the Treasury to get agreement for Crown funding for 
r{i:f'Iap~port Agency"sJriltial set-up costs. 

·,, < ,>/ ./ /~ ..... 

17. V)'~'~ll,Pr~ltr~ ¥~ui·~JJith an updat~ on thes~ matters when it Is available. We will also 
.-PY,o.V;Ide ~raft speft~tr19::t'l6tes for the Cabinet meeting. 

/~:~><~;;>v /:;~:~<\~·( ~ 
fiW~s ( ( (1 'v' 

·-.. ,<"·-,~\ /-5~<:~~~':~~/ 
18. / Qf(~,\9/e.have received any amendments you require to the draft Cabinet paper, we will 

/Prb~i(fe a revised paper to your office for lodging with the Cabinet Office. If your 
((afi'tendments are substantive, It may be necessary for us to recirculate the Cabinet paper for 

/:--=..-<··iictency comment. 
( / "\ ',7 

I ( ' ' 

\~7/~) To enable a Cabinet decision before Christmas, you have the option to take the paper to: 
~-_r 

• Cabinet on 18 December 2017 or · 

• Cabinet Business Committee (with Power to Act) on 20 December 2017 

20. We envisage that Parliamentary Counsel Office may be able to draft legislation more quickly 
than normal given the new legislation draws an the design of the 2008 regional fuel tax 
legislation. 
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Recommendations 

21. We recommend that you: 

(a) 

(b) 

(c) 

(d) 

(e) 

agree to seek approval for legislation specifying a maximum rate of 
regional fuel tax (noting this will replace your agreement to 
recommendation (e) in our earlier briefing (OC05444)). 

Yes/~ 

/<;;~-,/~\ 
note a maximum rate will later be agreed with the Minister,off!ffl~Pce. ;;:::.? 

\. ·· .. , .. '·, .,/ / I ' '~,, 

agree that refunds for off-road use of diesel should b~a11~.·bit3:i~ tile:>~~~~Yk~/~ 
same circumstances as a refund for Fuel Excise D\.KY V!(oili¢be avail~bJe/~7 
for off-road use of petrol (noting this will replace your ag~ement~o \ i: 
recommendation (h) in our earlier briefing (09~~144)). ·~ <~-~.:.::0.'· .... , ' 

( <:¥,.;·'- .!--·-~'7 /~----~'·,·.,_'\~~----/ 

direct officials to make any changes to ~~$l~~e,~Q,1he C?¥Tief~a¢er by 
Tuesday 12 December 2017. << .. :/ /:' ('-. \',~)/ 

<"~~- >.._c ·~,, ''.'\/o·~~·"'/ _..r';. '··,··~· ... '""----.,.-"/ 

note that the Cabinet paper will n~cfto'·~"e'tbdg~~ith tM Cabinet 
Office by 10am on Thursday 14 fiec·eint>er 2Gt~fQd~.l0 be considered 
by Ca~inet on Monday 18 ~eijlti~::2'61~.Qr b~¥cabinet Business 
Comrmttee on Wednesday 2u·Oel3ember twUh i?ower to Act) 

<~:;)) ~;:ft}§'>>v 
)''.,} 
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Appendix 

This Appendix follows up on the discussion at your meeting with Ministry officials on 4 
December 2017 on off-road fuel use. It is an elaboration of paragraphs 58-62, and /~> 
recommendation (h), in our briefing to you of 30 November 2017 (OC054(4)_, /> '·· 

<~· ·{,//~,) '"~. /~-"·~--'}" -'--,":>-\ 
Cabinet agreed on 20 November 2017 that a regional fuel tax (RFT) s'Q~f?l~:~ply to("ij)e't~O/ at{d 
diesel purchased for use on road~''. You have agreed to our r~~o.~~t:tx:l~yCfn tl1at~a~e the 
collection rules on those already Jn place for the Local Authon!~s:fue.~:[ax (LA~!}Wb-ich is 
strongly supported by the fuel companies. '·f ·---. ·-. ·- ~- \ ( 

/.,...-.....,,, ··-\.") _--.. , '-..• ;-..,".,~ \,) 

Fuel companies are required to pay LAFT on all petrol ;;a6d'ttie.§el, with fb~c§ption of fuel 
they deliver to be used for: ·--~~(;-~J 1<::::--::<;<~> 

'···v'' 1 l J ; 
• commercial marine purposes; or 

1<:'.:::;/ 
• electricity generation. <---.. (""--._" 

,;"".__~~~ "-....... \ T\~~ '*..,___--,_ 

This covers some categories of off-ro~-Us.~ bttf in otil'-~i~*Cioes not go far enough to meet 
Cabinet's decision of limiting RFT ~-{ue1-:Wrehas,e~-t~[;:~'t~·bn road. We do not think it would 
be desirable to address this by adding~-t-o-:tfle U~t-~-N~X~t1ons that fuel companies must apply.1 

Doing that would compromis~-~e~bjeCffve Qf~ligbhjg'RFT and LAFT compliance obligations, 
and in many circumstanc;.~ {~~-.!~~.~ com,P~\~1t1(riow whether the fuel will be used off~road. 

We therefore recornmefl'~~~t1'iJ~I pur:e'~~~b; able to claim refunds of RFT for off-road use 
in addition to comm~'f~iat)li~ne apt(~tectrtelty generation. 

l\~~r--;) <~-"~~',,, < 
Petrol (~-~,.,_ r/ .. ---::;-, -, ·,) 

-~- \~ ~;-~ ("~.:>~~.~~> 
A mechafl(s6:t:al¥~dy exists'·tq',qafm a refund of Fuel Excise Duty (FED) (59.24 cents per litre) 
for fuel u!:ijtl:fwtf~dic~ted off-ro'id vehicles. This mechanism does not allow a refund where 
road(v~hicl~~are J,Jsec(Off7~oad- or a range of other uses, such aSTrl non-commercial boats or 
9-at-:cJ~n:lo<)lS. Th~~ttml4itfons are to reduce opportunities for fraud and the number of small 
-~~~jh::it WGfll!,l ~~\fec:fisproportionately high transaction costs. 

/,.,,~-~-'"'\ '-,-...._ '4'~ ... /"'. ./_,..,J -,,,~·"''<,.,_ \v) 

<-(~'petro(tff~~IP;:··w=e propose to align the ability to claim a refund for RFT with the existing 
'··<·~,ability.,fQ·c)Slll(a' refund for FED- so a combined refund process will be developed to enable 

' F,~~d-rzyT claims to be made through a single process. 

/:/ '··-. '" 
,·,ore's~/ 

'··. / 

/~::::_~<"·,.,>"-..., 

( ( ) ~(r:... 40 per cent of diesel is used off-road, but there is no tax on diesel for road use and 
'~:.::::>'therefore no mechanism to claim a refund for it where diesel is used off-road. Road-going 

diesel vehicles pay for road use by way of kilometre-based Road User Charges (RUC). A 
refund scheme does exist for RUC, which enables it to be refunded when a RUC vehicle is 
driven off-road. 

1 Ohe possible exceptioh is diesel fuel supplied exclusively for use in railway locomotives- if this cannot 
be achieved, a refund will be available. 
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We considered two options for determining eligibility to claim a RFT refund for off-road use of 
diesel: 

Diesel refund option 1- align with ability to claim FED refund (recommended) 
/,--~, 

t' /' 

Under this option, a diesel purchaser will be able to claim a RFT refund~fo~r~ the fuel v(~~,~> .. 
used in a dedicated off~road vehicle - ~uch as a tra~tor or ~arth-movir<!~(Rt~~ry. ~67ety~(j) 
~ould be ab~e to be claimed where a d1esel road-gomg vehicle wa~,~IJ)','~!l,.~-road -\~t..!£~ .. ,as a 
d1esel ute dnven on a farm. /) ·,., <, '/ ~-~· 

Advantages 
Equity and fairness- the same approach Is taken 
to etrol and diesel 

(>~·-->''··~. ""·-,,,_) 

---·"\ ·~---~~-, ) 

Diesel refund option 2- a~tJt:!her graif.Ffi!,~i;;m which aligns with RUC refund 
/'•.,_ ""' "'--~' . i l /,...,~~ .... '',,, ~ 

Operators of RUC vehi~~:eaY::fitic tn (El(va~qe:/Vvhen a RUC vehicle is subsequently driven 
off-road, a refund ofJ~ ~levo/lt Rup>9.~:W,t:laimed. 

( c../"""""~"\"\.~ ... // ·"'" < .. "',v·'".;-·"./ 

Under this opti9n,Jn"(Eidjtfon ~Qi_~1ng a RFT refund to be claimed for dedicated off-road 
vehicles as 9esc,r,i)~~nder-~~)there ~ould also be an ability to claim a refund for fuel 
used in a)5U9. ~~cle off-ro~d,.ir(;parallel With the RUG claim. 

•.._,_ \,·<··'/ ... /- \,,. "-,) 

RF:T'Is'r.e(t(ifded ft1f:.aii-.Qff-{6ad use 
"::::>)' '</ \>~/::~" 

'· 

Disadvanta es 
Unfair- off-road use of diesel road vehicles would 
be eligible for a RFT refund, where off-road use of 
etrol vehicles would not be. 

Complex- a mechanism is needed to determine 
the number of /itres of fuel associated with a 
number of off-road kilometres. This is likely to be 
costly to comply with and administer, and creates 
a risk of fraud. 
Not coherent- mixing a fuel-based tax with 
location based rules is not coherent. Generally 
RFT applies to fuel purchased in Auckland, 
regardless of where fuel is used. If a refund is 
allowed for off-road use inside Auckland, this may 
raise a question as to whether a refund should 
also be allowed for on-road use outside Auckland. 
If it was, this would create a situation where RFT 
is not applied where dfesel road vehicles are 
driven outside Auckland, and RFT is not paid 
where diesel road vehicles are driven inside 
Auckland using fuel bought outside it 



Our view is that the "not coherent" disadvantage of Diesel option 2 set out above highlights the 
risk and complexity of mixing refunds based on location of use with a charging mechanism 
based on location of fuel purchase. We see this as a fundamental issue with this approac~.-;, 
Complexity and cost are also issues, and we think that applying the sam~91les to petroJ.,efct<t 
diesel vehicle owners is important. In our view these disadvantages ou~~igh ~e argJ.Ia!;>le '. :··> 
benefit that comes from aligning RFT refunds with RUG refunds. <>><<~,:::- { (-~ / · '' 

~~~;,)v '' 

-.... .. ,..' 


