Ministry for Cities, Environment,

. Regions & Transport

0C260608
9 September 2026

Dear

Thank you for your email received by the Ministry for Cities, Environment, Regions, and Transport
(the Ministry) on 22 July 2026, requesting the following under the Official Information Act 1982 (the
Act):

“1. The detailed transition plan or roadmap showing how Fuel Excise Duty will be replaced by
eRUC.

2. All Cabinet papers, Cabinet minutes, Ministerial briefings, reports, discussion papers,
business cases and policy advice relating to this transition.

3. Any documents identifying when Fuel Excise Duty is expected to begin reducing or cease for
petrol-powered light vehicles.

4. Any policy documents explaining how motorists will avoid paying both Fuel Excise Duty and
eRUC during any transition period.

5. Any implementation timelines, milestones or staged rollout plans prepared for the
transition.

6. Any cost-benefit analyses, financial modelling, economic assessments or revenue modelling
prepared in relation to the transition.

7. Any advice provided to Ministers regarding the proposed increases to Fuel Excise Duty while
planning the transition to eRUC.

8. Any documents explaining the policy rationale for increasing Fuel Excise Duty before the
transition to eRUC has been completed.

9. Any documents identifying the assumptions, dependencies, prerequisites or risks associated
with replacing Fuel Excise Duty with eRUC.

10. Any documents identifying the expected date for completion of the transition from Fuel
Excise Duty to eRUC for petrol-powered light vehicles.

11. Any documents relating to public consultation undertaken regarding the transition from
Fuel Excise Duty to eRUC.”

On 28 July 2026, the Ministry sought clarification of part 2 of your request. In response, you advised:

“Advice provided to the Minister of Transport for his consideration as a possible path to
transitioning to the new system.”
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On 6 August 2026, the Ministry received a partial transfer from the New Zealand Transport Agency
(NZTA) of another request you had made (reference 0C260659), seeking the following information
under the Act:

“3. Any documents explaining how motorists will transition from paying Fuel Excise Duty to
paying eRUC.

4. Any documents explaining how motorists will avoid paying both Fuel Excise Duty and eRUC
during any transition period.

8. Any modelling or assessments of the expected impacts of eRUC on motorists, including
private motorists, commercial operators and rural communities.

9. Any documents identifying assumptions, dependencies or prerequisites that must be met
before Fuel Excise Duty can be fully replaced by eRUC.

10. Any documents identifying the expected date for completion of the transition from Fuel
Excise Duty to eRUC for petrol-powered light vehicles.”

On 18 August 2026, the Ministry advised you that the timeframe for responding to your original
request was being extended under section 15A(1)(a) of the Act. The request necessitated a search
through a large quantity of information, and meeting the original time limit would have unreasonably
interfered with the operations of the Ministry.

We also advised that, due to the overlap of requested material, the information sought in the
partially transferred request (reference 0C260659) would be considered and responded to together
with your original request.

Decision on release

The Ministry has identified 75 documents in scope of your request. The document schedule attached
as Annex 1 outlines how the documents you requested have been treated under the Act.

Of the documents identified, five are being released to you in full, 45 are being released to you with
some information withheld, and seven are withheld in full. Where applicable, information has been
withheld under the following sections of the Act:

6(b)(i) as release would be likely to prejudice the entrusting of information to the
Government of New Zealand on a basis of confidence by the Government of
any other country or any agency of such a Government

9(2)(a) to protect the privacy of natural persons

9(2)(ba)(i) to protect information which is subject to an obligation of confidence or which
any person has been or could be compelled to provide under the authority of
any enactment, where the making available of the information would be likely
to prejudice the supply of similar information, or information from the same
source, and it is in the public interest that such information should continue to

be supplied
9(2)(f)(iv) to maintain the constitutional conventions for the time being which protect the
confidentiality of advice tendered by Ministers of the Crown and officials
9(2)(g)(i) to maintain the effective conduct of public affairs through the free and frank

expression of opinions by or between or to Ministers of the Crown or members
of an organisation or officers and employees of any public service agency or
organisation in the course of their duty
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With regard to the information that has been withheld under section 9 of the Act, we are satisfied
that the reasons for withholding the information at this time are not outweighed by public interest
considerations that would make it desirable to make the information available.

18 documents are refused in full under section 18(d) of the Act as they are currently publicly available
or will be published in the near future. Links are provided for each of these documents in Annex 1.

Transition planning and timing

The Government remains committed to transitioning the light vehicle fleet to RUC, and the overall
direction of the programme has not changed from the staged approach announced in 2025. The
current focus is on modernising and future-proofing the RUC system, establishing the supporting
regulatory framework, and enabling a competitive market for RUC providers.

Cabinet is expected to review market readiness in 2027 and consider next steps, including a date for
transitioning the light vehicle fleet to RUC. Subject to the passage of the Bill, the new framework will
come into force six months after Royal Assent, after which time prospective RUC providers may apply
to enter the market. This will provide Cabinet with a clearer understanding of market capability and
readiness before decisions are made on the timing of the wider fleet transition.

Consistent with this approach, Cabinet has not yet made decisions on the detailed design or
implementation of a fleetwide transition from FED to RUC. Matters such as who will be required to
pay RUC, applicable rates, the compliance and enforcement approach, and how the transition will
occur will be considered once there is a better understanding of the market response to the current
reforms.

In response to your request, the Ministry has identified and provided information that describes the
Government's high-level approach to the RUC transition programme and the indicative sequencing of
reforms. However, because detailed policy decisions on a fleetwide transition have not yet been
made, comprehensive transition plans and implementation timelines are unable to be provided.

Implications of the transition on FED

The Government has not made decisions on when FED would be reduced or removed as part of any
future transition of petrol vehicles to RUC. Similarly, no decisions have been made on the detailed
arrangements that would apply during any transition period.

Before any future transition is implemented, detailed policy work will be undertaken on transition
design and associated revenue arrangements. This will include consideration of the mechanisms
required to maintain a fair and workable charging system, including arrangements to manage the
shift from FED to RUC and prevent road users from being charged twice for the same travel.

The increase to FED signalled through GPS 2024 was considered separately from decisions relating to
a future fleetwide transition to RUC. The rationale for the increase was to support the long-term
sustainability of the National Land Transport Fund and ensure sufficient revenue is available to
maintain and improve the transport network.
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Public consultation and engagement on RUC reform

Public consultation and market engagement have been an important part of the Government's work
on planning for the transition. To date, the Ministry has undertaken two Requests for Information
(RFIs) and two public consultation processes.

In late 2024, the Ministry undertook an open RFI process to understand the level of private sector
interest in providing RUC services and to seek views on innovative, user-friendly, and automated
payment solutions that could support a modernised RUC system. In early 2026, a second RFI sought
market insights on the next steps for transitioning the wider light vehicle fleet to RUC, including an
assessment of market readiness, the types of services that could be offered, and any barriers to
implementation. Feedback from both RFIs has been used to inform ongoing policy development.

Public submissions on the Land Transport (Revenue) Amendment Bill were invited between
November 2025 and January 2026, providing an opportunity for individuals and organisations to
comment on the proposed legislative framework. The Ministry also consulted on proposed RUC
regulations between May and June 2026, seeking feedback on matters including provider approvals,
electronic distance recording, performance requirements, privacy protections, and alternative
payment models.

Material being released to you includes summaries of, and themes emerging from, feedback received
through consultation and engagement processes to date. Any future opportunities for public
consultation will be published on the Ministry's website.

Other information requested

The decision to first modernise the RUC system before considering a fleetwide transition (see
document 41) means that any preliminary work on transition design remains under active
consideration. Accordingly, this information has been withheld under section 9(2)(f)(iv) of the Act, as
reflected in the document schedule.

If you would like to discuss this decision with us, please do not hesitate to contact us at
OlIA@mcert.govt.nz.

You have the right to seek an investigation and review of this response by the Ombudsman, in
accordance with section 28(3) of the Act. The relevant details can be found on the Ombudsman’s
website www.ombudsman.parliament.nz.

Please note that due to the public interest in our work, the Ministry publishes our Official Information
Act responses and the information contained in our reply to you may be published on its website.
Before publishing we will remove any personal or identifiable information.

Naku noa, na

7 2

Louise Hornabrook
Manager — RUC Transition
Ministry for Cities, Environment, Regions, and Transport
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Annex 1: Document Schedule

m Title Of Document NOteS/Iink

1 | 20/12/2023 | 0C230850 | Briefing: Accelerating the Transition to | Released with some information withheld under
Road User Charges sections 9(2)(a) and 9(2)(f)(iv).
2 | 20/12/2023 0C230975 | Briefing: Land Transport Revenue Released with some information withheld under
System sections 9(2)(a) and 9(2)(f)(iv).
3 | 24/01/2024 | n/a A3: Action Plan to reform the land Released with some information withheld under
transport revenue system section 9(2)(f)(iv).
Some information marked as out of scope.
4 | 15/02/2024 0C240093 | Briefing: Fleet-wide transition to road Released with some information withheld under
user charges sections 9(2)(a) and 9(2)(f)(iv).
5 | 28/02/2024 | 0C240150 | Briefing: Meeting with New Zealand Released with some information withheld under
Initiative sections 9(2)(a), 9(2)(f)(iv), and 9(2)(g)(i).
Some information marked as out of scope.
6 | 15/04/2024 | n/a Slide pack: Fleetwide transition Released with some information withheld under
workshop on 15 April 2024 section 9(2)(f)(iv).
7 | 19/04/2024 0C240243 | Briefing: Fleet-wide transition to RUC Released with some information withheld under
for June 2024 report back sections 9(2)(a) and 9(2)(f)(iv).
Some information marked as out of scope.
8 | 08/05/2024 n/a Slide pack: Revenue potential of Released with some information withheld under
additional funding tools section 9(2)(f)(iv).
Some information marked as out of scope.
9 | 23/05/2024 | 0C240518 | Briefing: Action plan to address key Released with some information withheld under
issues in land transport revenue sections 9(2)(a) and 9(2)(g)(i).
Some information marked as out of scope.
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m Title Of Document NOteS/Iink

10 | 23/05/2024 0C240518 | A3:Land Transport Revenue Action Released with some information withheld under
Plan — For a fairer and more section 9(2)(f)(iv).
sustainable revenue system Some information marked as out of scope.
11 | 13/06/2024 | 0C240635 | Briefing: Draft Cabinet paper Revenue | Released with some information withheld under
Action Paper sections 9(2)(a) and 9(2)(f)(iv).
12 | 24/07/2024 | 0C240822 | Briefing: Proactive release of Revenue | Released with some information withheld under
Action Plan Cabinet paper sections 9(2)(a) and 9(2)(f)(iv).
Some information marked as out of scope.
13 | 26/08/2024 | n/a Slide Pack: Building Nations 2024 Released in full.
Infrastructure NZ — Building, funding
and maintaining the roads of the
future
14 | September n/a Transition options for moving to RUC Withheld in full under section 9(2)(f)(iv).
2024 Sept 2024
15 | September n/a Key changes to the road user charges Withheld in full under section 9(2)(f)(iv).
2024 system for the fleet shift
16 | 06/09/2024 | 0C240635 | Cabinet Paper: Land transport revenue | Refused under section 18(d). This document is available at:
action plan https://www.transport.govt.nz/assets/Uploads/Proa
ctive-Release-Cab-Revenue-Action-Plan-for-web.pdf
17 | 12/09/2024 n/a GPS 24 Proactive Release Documents Refused under section 18(d). This document is available at:
1-12 https://www.transport.govt.nz/assets/Uploads/GPS-
2024-Proactive-Release-Documents-1-12.pdf
18 | 12/09/2024 n/a GPS 24 Proactive Release Documents Refused under section 18(d). This document is available at:
13-27 https://www.transport.govt.nz/assets/Uploads/GPS-
2024-Proactive-Release-Documents-13-27.pdf
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https://www.transport.govt.nz/assets/Uploads/Proactive-Release-Cab-Revenue-Action-Plan-for-web.pdf
https://www.transport.govt.nz/assets/Uploads/Proactive-Release-Cab-Revenue-Action-Plan-for-web.pdf
https://www.transport.govt.nz/assets/Uploads/GPS-2024-Proactive-Release-Documents-1-12.pdf
https://www.transport.govt.nz/assets/Uploads/GPS-2024-Proactive-Release-Documents-1-12.pdf
https://www.transport.govt.nz/assets/Uploads/GPS-2024-Proactive-Release-Documents-13-27.pdf
https://www.transport.govt.nz/assets/Uploads/GPS-2024-Proactive-Release-Documents-13-27.pdf

m Title Of Document NOteS/Iink

19| 19/09/2024 | 0C241078 | Briefing: First Draft Cabinet paper — Released with some information withheld under
Revenue — October report back section 9(2)(a).
Some information marked as out of scope.
20 | 09/10/2024 0C241185 | Briefing: Meeting with Icelandic Released with some information withheld under
Minister of Finance sections 6(b)(i), 9(2)(a), and 9(2)(g)(i).
21| 09/10/2024 | 0C241161 | Briefing: RUC Market Engagement Released with some information withheld under
section 9(2)(a).
22 | 14/10/2024 0C241172 | Briefing: Meeting of the Infrastructure | Released with some information withheld under
and Investment Ministers Group sections 9(2)(a), 9(2)(f)(iv), and 9(2)(g)(i).
Some information marked as out of scope.
23| 15/10/2024 | n/a SRG Meeting - Compliance and Withheld in full under section 9(2)(f)(iv).
Enforcement Presentation
24 | 15/10/2024 | n/a Minister of Transport slides for RUC Released with some information withheld under
and Tolling IMG Update section 9(2)(f)(iv).
Some information marked as out of scope.
25| 15/11/2024 | n/a Request for Information (RFI) Road Released in full.
User Charges — Retail services
26 | 15/11/2024 | n/a Request for Information (RFI) Road Released in full.
User Charges Retail services: Response
form
27 | 15/11/2024 | n/a Request for Information (RFI) Road Released in full.
User Charges — Retail services:
Information memorandum
28 | 27/11/2024 0C241339 | Briefing: Cost Allocation Model and Released with some information withheld under
road user charges rates sections 9(2)(a) and 9(2)(f)(iv).
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m Title Of Document NOteS/Iink

29 | 06/12/2024 0C241190 | Briefing: Transition to RUC: Initial Released with some information withheld under
advice for Cabinet report back sections 9(2)(a) and 9(2)(f)(iv).

30 | 20/12/2024 | 0C241448 | Briefing: RUC RFI Preliminary fundings | Released with some information withheld under

section 9(2)(a).

31| 20/12/2024 | 0C241448 | Slide pack: Summary of responses — Released with some information withheld under
RFI RUC — Retail services sections 9(2)(ba)(i) and 9(2)(f)(iv).

32 | January n/a A3: Road User Charges Compliance Withheld in full under section 9(2)(f)(iv).

2025 and Enforcement

33| 29/01/2025 | n/a Fleetwide transition to road user Released with some information withheld under
charges — current state and next steps | section 9(2)(f)(iv).

34 | 13/02/2025 0C250075 | Briefing: RUC Transition work Released with some information withheld under
programme sections 9(2)(a) and 9(2)(f)(iv).

35| 13/02/2025 0C250006 | Response to OIA Request for RFI Released with some information withheld under
Submission Copies sections 9(2)(a) and 9(2)(ba)(i).

36 | 26/03/2025 | 0C250208 | Briefing: Transitioning the fleet to road | Released with some information withheld under
user charges — overarching policy sections 9(2)(a) and 9(2)(f)(iv).
choices

37 | 26/03/2025 0C250208 | Briefing: Transitioning the fleet to road | Released with some information withheld under
user charges — overarching policy section 9(2)(f)(iv).
choices — Annex — Transition of petrol
vehicles to RUC

38 | 09/05/2025 0C250405 | Briefing: Interim advice on revenue Released with some information withheld under
tools section 9(2)(a).

39 | 30/05/2025 | 0C250462 | Briefing: Next steps in transitioning all | Released with some information withheld under
vehicles to road user charges first draft | sections 9(2)(a) and 9(2)(f)(iv).
Cabinet paper
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m Title Of Document NOteS/Iink

40 | 13/06/2025 | OC250534 | Briefing: Updated draft Cabinet paper | Released with some information withheld under
on RUC transition sections 9(2)(a) and 9(2)(f)(iv).
41| 13/06/2025 | OC250534 | Cabinet paper: Next steps in Refused under section 18(d). This document is available at:
tfnsmonlng all vehicles to road user https://www.transport.govt.nz/assets/Uploads/Tran
charges sitioning-to-Road-User-Charges -Initial-
Decisions_Redacted.pdf
42 | 03/07/2025 | 0C250574 | Briefing: Modernising the system and Released with some information withheld under
preparing for the fleetwide transition sections 9(2)(a) and 9(2)(f)(iv).
43 | 16/07/2025 | 0C250619 | Briefing: Updated draft Cabinet paper - | Released with some information withheld under
Modernising the system and preparing | section 9(2)(a).
for the fleetwide transition
44 | 16/07/2025 | 0OC250619 | Cabinet paper: Modernising the Refused under section 18(d). This document is available at:
system and preparing for the fleetwide https://www.transport.govt.nz/assets/Uploads/Road
transition -User-Charges -Modernising-the-System-in-
Preparation-for-the-Fleetwide-
Transition Redacted.pdf
45| 16/07/2025 | 0C250619 | Cabinet paper: Annex - RUC Refused under section 18(d). This document is available at:
RegL.JIatory Impact St.atement: RUC https://www.transport.govt.nz/assets/Uploads/RUC-
retail market - enabling reforms RIS-undated.pdf
- Q .9
46 | 22/07/2025 0OC250569 | Aide Memorie: Background and Released with some information withheld under
current state of road user charging section 9(2)(a).
policies and technologies
47 | 30/07/2025 | OC250662 | Briefing: Approval to proactively Released with some information withheld under
release RUC Cabinet papers sections 9(2)(a) and 9(2)(f)(iv).
48 | 10/09/2025 n/a Road User Charges Transition: Slides Released with some information withheld under
for All MoT section 9(2)(f)(iv).
Some information marked as out of scope.
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https://www.transport.govt.nz/assets/Uploads/Transitioning-to-Road-User-Charges_-Initial-Decisions_Redacted.pdf
https://www.transport.govt.nz/assets/Uploads/Transitioning-to-Road-User-Charges_-Initial-Decisions_Redacted.pdf
https://www.transport.govt.nz/assets/Uploads/Transitioning-to-Road-User-Charges_-Initial-Decisions_Redacted.pdf
https://www.transport.govt.nz/assets/Uploads/Road-User-Charges_-Modernising-the-System-in-Preparation-for-the-Fleetwide-Transition_Redacted.pdf
https://www.transport.govt.nz/assets/Uploads/Road-User-Charges_-Modernising-the-System-in-Preparation-for-the-Fleetwide-Transition_Redacted.pdf
https://www.transport.govt.nz/assets/Uploads/Road-User-Charges_-Modernising-the-System-in-Preparation-for-the-Fleetwide-Transition_Redacted.pdf
https://www.transport.govt.nz/assets/Uploads/Road-User-Charges_-Modernising-the-System-in-Preparation-for-the-Fleetwide-Transition_Redacted.pdf
https://www.transport.govt.nz/assets/Uploads/RUC-RIS-updated.pdf
https://www.transport.govt.nz/assets/Uploads/RUC-RIS-updated.pdf

m Tltle Of Document NOteS/Ilnk

49 | 09/10/2025 | 0C250872 | Briefing: Land Transport (Revenue) Released with some information withheld under
Amendment Bill - Approval for section 9(2)(a).
Introduction Some information marked as out of scope.
50 | 29/10/2025 0C250979 | Briefing: Post-consultation Land Released with some information withheld under
Transport (Revenue) Amendment Bill section 9(2)(a).
Draft LEG Paper
51| 12/11/2025 0C251033 | Briefing: Transition to road user Released with some information withheld under
charging - Market engagement section 9(2)(a).
52| 19/11/2025 | n/a Request for Information (RFI) Road Refused under section 18(d). This document is available at:
User Charges: Services for vehicle https://www.transport.govt.nz/assets/Uploads/RUC-
owners 3
Request-for-Information.pdf
53| 19/11/2025 | n/a Request for Information (RFI) Road Refused under section 18(d). This document is available at:
User Charses: Servuf:es for vehicle https://view.officeapps.live.com/op/view.aspx?src=h
owners - Response form ttps%3A%2F%2Fwww.transport.govt.nz%2Fassets%2
FUploads%2FRUC-RFI-Response-
Form.docx&wdOrigin=BROWSELINK
54 | 19/11/2025 | n/a Request for Information (RFI) Road Refused under section 18(d). This document is available at:
User Charlg(:s: SerY|ces for vehlctlje https://www.transport.govt.nz/assets/Uploads/RUC-
owners - [nformation memorandum RFl-Information-memorandum.pdf
55 | December n/a RUC Transition Policy Analysis Paper - Withheld in full under section 9(2)(f)(iv).
2025 Transition Approach
56 | 03/12/2025 0C251075 | Aide Memoire: Public sentiment on Released with some information withheld under
road user charging sections 9(2)(a) and 9(2)(ba)(i).
57 | 03/12/2025 | 0C251075 | Aide Memoire: Public sentiment on Withheld in full under section 9(2)(ba)(i).
road user charging - Attachment -
Survey of public attitudes to RUC4AII
2025-11-05
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https://www.transport.govt.nz/assets/Uploads/RUC-Request-for-Information.pdf
https://www.transport.govt.nz/assets/Uploads/RUC-Request-for-Information.pdf
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.transport.govt.nz%2Fassets%2FUploads%2FRUC-RFI-Response-Form.docx&wdOrigin=BROWSELINK
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.transport.govt.nz%2Fassets%2FUploads%2FRUC-RFI-Response-Form.docx&wdOrigin=BROWSELINK
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.transport.govt.nz%2Fassets%2FUploads%2FRUC-RFI-Response-Form.docx&wdOrigin=BROWSELINK
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.transport.govt.nz%2Fassets%2FUploads%2FRUC-RFI-Response-Form.docx&wdOrigin=BROWSELINK
https://www.transport.govt.nz/assets/Uploads/RUC-RFI-Information-memorandum.pdf
https://www.transport.govt.nz/assets/Uploads/RUC-RFI-Information-memorandum.pdf

m Title Of Document NOteS/Iink

58 | 03/12/2025 0C251088 | Briefing: Land Transport (Revenue) Released with some information withheld under
Amendment Bill - Initial Briefing to section 9(2)(a).
Select Committee
59 | 03/12/2025 | 0C251088 | Land Transport (Revenue) Amendment | Refused under section 18(d). This document is available at:
(B;'” i In_'t'al Briefing to Select https://www3.parliament.nz/resource/en-
ommittee NZ/54SCTIN ADV_d31385e9-dd9d-4chd-c52d-
08de22297aa7 TIN8234/10b8806802a20586847e17
04f84909cb44ab2e7c
60 | 10/12/2025 | n/a Request for Information (RFI) Road Refused under section 18(d). This document is available at:
User Charlgt:s: Ser\{lces for.vehlcle https://www.transport.govt.nz/assets/Uploads/RFI-
owners - Information session information-session-slides-10.12.25.pdf
61 | 10/12/2025 | 0C251040 | Briefing: FED and RUC Increases - Refused under section 18(d). Once proactively released the document will be
Further advice on timing and made available on the Ministry’s site here:
modelling https://www.transport.govt.nz/about-us/our-
corporate-publications/proactive-releases/results
62 | 25/02/2026 | 0C260120 | Briefing: RUC transition overview Refused under section 18(d). This document is available at:
https://www.transport.govt.nz/assets/Uploads/FiveF
ebruaryBriefings.pdf (Document 4)
63 | March 2026 | n/a Land Transport (Revenue) Amendment | Refused under section 18(d). This document is available at:
Bill - Departn:len:cal Report to the https://www3.parliament.nz/resource/en-
zra”Sp?rt and Infrastructure NZ/54SCTIN_ADV_d31385e9-dd9d-dcbd-c52d-
ommittee 08de22297aa7 TIN10253/236879bc2292ab6218986
13279b50c133a040a74
64 | March 2026 | n/a Request for Information (RFI) Road Refused under section 18(d). This document is available at:
User Charﬁes: Sherwcesffor vehicle https://www.transport.govt.nz/assets/Uploads/RFI-
owners — Key themes from responses Road-User-Charges-Services-for-Vehicle-Owners-
Key-themes-from-responses.pdf
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https://www3.parliament.nz/resource/en-NZ/54SCTIN_ADV_d31385e9-dd9d-4cbd-c52d-08de22297aa7_TIN8234/10b8806802a20586847e1704f84909cb44ab2e7c
https://www3.parliament.nz/resource/en-NZ/54SCTIN_ADV_d31385e9-dd9d-4cbd-c52d-08de22297aa7_TIN8234/10b8806802a20586847e1704f84909cb44ab2e7c
https://www3.parliament.nz/resource/en-NZ/54SCTIN_ADV_d31385e9-dd9d-4cbd-c52d-08de22297aa7_TIN8234/10b8806802a20586847e1704f84909cb44ab2e7c
https://www3.parliament.nz/resource/en-NZ/54SCTIN_ADV_d31385e9-dd9d-4cbd-c52d-08de22297aa7_TIN8234/10b8806802a20586847e1704f84909cb44ab2e7c
https://www.transport.govt.nz/assets/Uploads/RFI-information-session-slides-10.12.25.pdf
https://www.transport.govt.nz/assets/Uploads/RFI-information-session-slides-10.12.25.pdf
https://www.transport.govt.nz/about-us/our-corporate-publications/proactive-releases/results
https://www.transport.govt.nz/about-us/our-corporate-publications/proactive-releases/results
https://www.transport.govt.nz/assets/Uploads/FiveFebruaryBriefings.pdf
https://www.transport.govt.nz/assets/Uploads/FiveFebruaryBriefings.pdf
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20 December 2023 0C230850
Hon Simeon Brown Action required by:
Minister of Transport Tuesday, 23 January 2024

ACCELERATING THE TRANSITION TO ROAD USER CHARGES

Purpose

This paper provides you with key considerations and phasing options‘to‘replace fuel‘excise
duty (FED) with road user charges (RUC).

Key points

e The RUC system is forecast to generate $1,879 billion in,2028/24. This represents 47
percent of the total revenue collected for the.National Land Transport Fund (NLTF).

¢ The Government has committed to work,to/move_all vehicles, starting with electric
vehicles, to electronic RUC (eRUG). €abinet has'agreed to let the RUC exemption for
electric vehicles expire on 31 March 2024, so the,future steps would require replacing
FED (forecast to generate $1,866 billion,im2023/24) with RUC, and eventually moving all
vehicles on to eRUC.

e There are a range of'timing optiahs,associated with moving to eRUC. An accelerated
transition (i.e. transitionall vehicles,into the eRUC system on a set date) provides
certainty and concentrates 4echnical and implementation risks into a short period. A
slower transition (ie. a phased transition of specific petrol vehicle types into the eRUC
system) allows-risks to be managed over time, but may be more complex to administer
and would delay the longer-term benefits that could come from a more advanced
charging systepn:

e There aresmatters to consider when weighing up phasing options, including:

o.. ‘Benefits for moving all vehicles to RUC (whether paper based or eRUC) are that
road users would contribute to the system equitably, and represents the first step
towards adopting a more advanced road charging system

o a cost effective universal eRUC system creates opportunities to adopt advanced
road charging

o FED will continue to become less equitable as fuel economy of vehicles improves

o FED is very easy for the public to comply with and understand, and has low
administrative costs, and it will remain an efficient and effective tool for revenue
collection even as more vehicles switch to RUC.
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o awholesale shift to RUC will not, by itself, generate additional revenue but
provides opportunities to introduce additional fair and transparent ways to collect
revenue.

o a cost benefit analysis should be undertaken of RUC options to understand their
implications — this will help inform judgements about whether to facilitate a
transition using a hybrid model of paper based RUC and eRUC, or whether to
make a wholesale shift towards a universal eRUC system.

e A cost-effective universal eRUC system should provide the platform for adopting
advanced time and location road pricing. It will be important to ensure that the use of any
transitional revenue tools and electronic systems do not crowd out or delay broader,
longer-term reforms.

Recommendations

We recommend you:

1.  agree to meet with officials to discuss the timing’of ‘a transition te’e€lectronic RUC ~ Yes/ No

M

David Wood Hon Simeon Brown
Deputy Chief Executive, Investment Minister of Transport
and Monitoring / /
Minister’s office to complete: “ Approved " Declined
“Seen by Minister " Not seen by Minister

" Overtaken by events
Comments

Contacts

Name Telephone First contact

David Woed, DCE Investment & Monitoring

Matt Skinner, Manager Revenue

Carolina Durrant, Principal Adviser Revenue
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ACCELERATING THE TRANSITION TO ROAD USER CHARGES

Fuel excise duty (FED) and road user charges (RUC) are the two main revenue
sources of the National Land Transport Fund (NLTF)

1 The NLTF is made up of revenue from:
1.1 fuel excise duty (FED) — $1,866 billion forecast for 2023/24

1.2 road user charges (RUC) — $1,879 billion forecast for 2023/24 (around 60
percent collected from heavy vehicles, 40 percent from light vehicles)

1.3 motor vehicle registration and licensing fees (MVR) — $232 million forecast
for 2023/24

Changes in the vehicle fleet and improved fuel efficiency impacts fED, but does not impact
on RUC

2 The sustainability of our revenue system depends/on the future make-up of our fleet,
which is uncertain. The revenue forecast' indicates‘that without.any rate increases,
revenue from FED will start to decline by 2028'dueso the increasing uptake of electric
vehicles and fuel-efficient vehicles entering the\pétrol fleet (refer Figure 1).

3 It is likely that the eroded revenue will be largely, but not fully offset by increased
revenue from light vehicles subject to RUC.

3.1 As our fleet shifts from petrol to electric, we will see a shift from FED to RUC.
From 1 April 2024, owners of light electric vehicles (EVs) will pay RUC as
Cabinet has agreed that the current exemption will expire.

' This forecast includes assumptions about travel growth and population growth but does not include any tax increases.
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3.2 As the fuel efficiency of petrol vehicles improves, the FED rate will need to be
increased faster to ensure the average petrol vehicle is subject to the same
FED as the light RUC rate. Increased costs would be borne disproportionately
by less fuel-efficient vehicles. Moving all vehicles to RUC reduces this risk.

We have been considering a wholesale shift to RUC

4

9
10

The Ministry has been exploring the feasibility of replacing FED with RUC. Our RUC
system, despite being 45 years old, is considered world-leading and has positioned
us well for the fair charging of electric vehicles. There is an opportunity to take that
further by applying it to all vehicles, which could lead to more equitable outcomes for
light vehicle owners and remove current inconsistencies from the dual system.

Adopting system-wide electronic RUC (eRUC) could lay the foundation for policies to
capture the full cost of road use, including pricing for negative externalities sueh7as
congestion. Depending on the extent of time and location data’collected, thisseould
improve the evidence base for making smarter transport investments.

In this briefing, we primarily focus on the feasibility of designing and.implementing an
electronic distance-based charging tool as the mainssource of revenué collection for
the NLTF. No other country has successfully implemented a natienal electronic
distance-based charge as a replacement for fuel taxy so there is no international
reference point to draw on.

We propose to progress building the evidenceé base to assess RUC options through a
cost benefit analysis, modelling and quantifying financial impacts.

Our investigation, thus far, hassinvolved stakeholder engagement of an exploratory
and informal nature — we haveveceived feedback on different aspects from the Office
of the Privacy Commissionery existing.eRUE electronic service providers (ESPs),
fuel, telecoms and electricity‘retailers and.key transport industry stakeholders (e.g.
AA, and industry associations).

Background infermation on,the/RUC system is provided in Appendix 1.

A potentialtimeline showing high level dependencies is provided in Appendix 3.

Accelerating the transition to RUC improves fairness, efficiency and land
transport revenue'sustainability

11

Transijtioping from FED to RUC at an accelerated pace will naturally improve fairness
in theé land transport revenue system, facilitate better land transport revenue
sustdinability, and facilitate the transition to more advanced variable road-based
pricing systems.

FED and RUC are not comparable charging tools, leading to a lack of fairness’ in the land
transport revenue system

12

Transitioning to RUC reduces inequities in the land transport revenue system. Road
users currently pay different amounts for travelling the same distance in the same car
depending on whether they pay RUC or FED. Appendix 2 provides you with
examples of the difference in FED and RUC for some common petrol cars. Distance
travelled (RUC) is a fairer way of charging than fuel consumption (FED) (e.g., due to
differences in fuel efficiency, etc.).
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he clear advantages, there are considerations associated with
g a move from FED to RUC

There are some features of RUC that we would need to address when accelerating a
move from FED to eRUC, including:

17.1 administration costs — paper-based RUC administration requires at least
1.5 percent of revenue, while FED administration requires much less at 0.04
percent. Some increase in costs would be inevitable, but we need to explore
ways to gain better efficiencies in the RUC system.

compliance — FED is almost impossible to evade or ignore while non-
compliant RUC vehicles can drive on the road. RUC compliance is checked
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during a vehicle’s warrant of fithess check that records the odometer reading
(once a year for most light vehicles, but every three years for a new vehicle).
eRUC, with a well-designed system, is also difficult to avoid.

17.3 electronic platforms are expensive for vehicle users — transitioning to
eRUC would reduce the administrative burden associated with paper-based
RUC. However, the current eRUC systems are reliant on the installation of
devices in vehicles, and this comes with high installation and running costs.
Accordingly, a major challenge is sourcing an electronic platform that is a
cost-effective choice for households and small businesses.

s 9()(M(v)

5
¢ O

17.4 there are privacy implications and risks inherent

Turning off FED has repercussions outside of NLTF revenues

18

19

One of the more difficult to manage aspects in transitioning to any new system is how
and when to turn off FED. As well as issues over feyenue stability noted above, there
are several practical implications to consider, including:

18.1 other petrol users paying FED — petroliused in=reereational maritime and
aviation is crudely estimated togenerate around $170 million per year in FED.
Search and rescue, recreational boating,gafety, and aviation activities receive
funding via the NLTF to reflect part of this ¢ontribution, but would need
funding from elsewhere4fEED is turned off

18.2 other charges on petr6l — there are-several additional charges that are
collected at the Samertime and/piggy-back’ on the existence of fuel excise
duty, for example,.the 6 cents per litre ACC levy on petrol.

Some of these éther chargesimay be relatively easily recovered on a distance basis,
but will need«o befactored.intotour considerations and costings.

Options for‘transitioning the petrol fleet to RUC

20

21

22

There are asrange'of transition timing options. Fast transitions provide certainty and
concentrate technical and implementation risks within a short period. Slower
transitions ‘allow risks to be managed over time. Ideally, we should aim for any
transition to be smooth and seamless.

To @ur knowledge, no country has transitioned all vehicles to a distance-based (let
alone an electronic) charge. Our transition from diesel tax to RUC in 1977 remains a
leading example of a successful large-scale transition from fuel-based to distance
based-charging.

We have identified two transition options as illustrative examples to highlight some of
the considerations that would be required in the transition from FED to RUC.
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Option

Timing

Matters to further investigate

1. All vehicles are
required to purchase
electronic RUC, FED
is removed

Mandate or incentivise
the purchase of an
electronic RUC licence
for all road registered
vehicles by a set date
and cease FED on that
date.

There is flexibility on the
timing of the transition
date.

We anticipate that the
fastest implementation
approach would enable a
transition in a few years,
but we would work with
agencies to develop a
detailed implementation
plan.

A same-day transition would concentrate technical and
implementation risks into a single day and reduce
administrative complexity associated with a phased
approach.

. Sufficient time for planning, communication, and
system/enforcement improvements, but short enough
to ensure momentum. Engaging with partner
agencies on realistic timeframes.

. FED refunds for fuel companies for petrol imported
but not sold before the end of the FED period.

. Ability of system to manage volumes, and
enforcement system to manage non-compliance
risks. Comms and active enforcement would be
required to support implementation.

2. A phased approach
with electronic RUC
for selected vehicles

Require specific road
registered vehicle types
to obtain an electronic
RUC licence by a set
date. This could include
new vehicles only for
example.

Transition over several
years. Likely a few years to
be initiated but we will work
with agencies on a detailed
implementation plan.

Could involve a number of
discrete phases to bring
the entire vehicle fleet onto
RUC. E.g.

(1) all newly registered
vehicles

(2) fuel inefficient petrol
vehicles.

An incremental transition has smaller risks at each*Step but
may involve complex and costly yefunds fer road users.

. The process,of,claiming refunds for FED paid on
petrol would,introduce additional complexity and
inconvenienceyfor users. Administering large scale
refundsiwould place a substantial administrative
burden’or*NZTA.

. NZTAsrefund system'would likely need a substantial
upgrade to fiandlesthe additional volumes. Given that
FED may ultimately be phased out, the value for
money propasition of investing in the improvement
and’'medernisation of the refund system may be low.

Next steps

23 Transitioning all vehicles6)eRUC has’medium to long-term benefits, particularly in
terms of providing a‘mere=Sustainable source of land transport revenue and a
platform for more’sophisticated charging incorporating location and time variables in
the future. Howevér,/an eleetronic system would also require all movements on the
network to bextracked, presenting some privacy, installation, and ongoing operational
cost challenges that will heed further investigation.

Report back toCabinet on. fleet-wide transition to RUC

24 On 18 Decemben2023, Cabinet “invited the Minister of Transport to report back on
options to\progress the fleet-wide transition to RUC” [CAB-23-MIN-0494].

25 Wesare keen to discuss your preference to how we focus the report back, including
yeurinitial views on timing for any transition, and the focus areas for the Ministry and
NZTA’s upcoming work to progress towards a transition. As the Cabinet Minute does
not specify a date for the report back, we also seek a steer from you around when
you would like to take it to Cabinet, and to which committee.

The Ministry and NZTA will further investigate and work to progress towards a transition

26 Appendix 3 sets out an indicative timeline of the work required, should you and
Cabinet wish to proceed with a transition of RUC for all vehicles. Key steps will

include:

26.1 providing you with further advice around possible transition options

IN CONFIDENCE

Page 7 of 10



demoa
Sticky Note
Accepted set by demoa


27

26.2

26.3

26.4

26.5

26.6

26.7

26.8
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undertaking trials and/or pilots of possible solutions (particularly relevant for
electronic RUC)

engaging with key government agencies and stakeholders on the details and
issues relating to the transition

undertake detailed system design (e.g. who operates the technology for
eRUC, how can the data be used)

exploring measures to a smooth transition

undertaking a detailed cost-benefit analysis

identifying efficiencies in the RUC administration process to ensure a more
efficient, lower cost, and more user-friendly service for people purchasing

RUC

revisiting RUC legislation in light of the findings from.the, above’work to ensure
that it is fit for purpose.

While we have already undertaken some public engagement, ittmay-be helpful to
engage further with the public as we progress the,weork above. Ffhe transition options
outlined in this paper present our views, but.stakeholders may be able to identify
other options. Public engagement also provides additienal, avenues for industry and
electronic service providers to be involyed:
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Appendix 1 — Overview of the RUC system

FED and RUC account for most land transport revenue

1

The Government collects approximately $4 billion a year from FED, RUC, and motor
vehicle registration and licencing:

a. FED on petrol used by about 3.5 million vehicles (around 74 percent of the
total fleet) accounts for $1.9 billion of the total revenue from road users.

b. RUC on:

i. 230,000 heavy vehicles (less than 4 percent of all vehicles) aceounts
for $1.1 billion of land transport revenue

ii. 950,000 light diesel vehicles (19 percent of all vehicles) accounts for
$700 million of land transport revenue.

c. Motor vehicle registration and licencing feessan-annual, fee paid by all light
vehicles, accounts for another $230 milliof in*land transport revenue.

RUC will also be paid by 105,000 electricwehicles (EVs)from 1 April 2024 (increasing
the number of vehicles paying light RUC by“almost\l Z.percent) accounting for an
anticipated $55—-$86 million per year inland trarisportrevenue.

Total revenue from road users for land transpaoft between 2010/11 and 2020/21 has
increased on average by about 4/percefit-annually. This has been largely due to
adjustments in the rates’of FED and/RUC ralong with some population growth, and
people driving more,

The RUC system's focus is cost recovery and was originally designed to
account for heavy vehicles' disproportionate impact on the road pavement.

4

5

The RUC system.recevers a range of financial (not economic) costs.

As a cost recovery’system, all expenses related to the improvement, upkeep, and
operatiomofithe national land transport system (excluding local authority cost and
Crown(contributions) are categorised and allocated among different vehicle types
using a eost allocation model.

The cost allocation model assigns weight-related road wear expenses primarily to
heavy vehicles. Expenses related to “space” and “common costs” that encompass
activities benefiting all road users, including public transport, are allocated equally to
all vehicles. In short, the rates are designed to ensure that all vehicle types pay in
proportion to use and impact on the land transport network.

Despite differences in size and weight among light vehicles, their impact in terms of
wear and tear on road pavement is minor, unlike the disparity seen between medium-
sized and very large trucks. An SUV or a ute does very little damage to the road
network compared to even a medium-sized truck, which is why all light vehicles under
3.5 tonnes are all subject to the same RUC rate. Furthermore, the majority of the
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financial costs that relate to road maintenance and damage resulting from vehicle
weight are allocated to heavy vehicles, as they are the primary contributors to
pavement wear and tear.

In contrast to the one-rate of excise duty for petrol, the RUC system has a tiered rate
structure of 81 vehicle types comprising close to 100 individual rates (excluding
additional and specialist vehicles, and sometimes different weight bands).

RUC plays a pivotal role in influencing vehicle purchasing and design decisions within
the heavy vehicle fleet. Heavy vehicle operators often opt for configurations with
multiple axles to qualify for a lower-cost RUC rate, reflecting the reduced impact of
the vehicles on the road pavement. While there are opportunities to refine the RUC
system and reduce averaging, this could introduce more complexity into the system.

Key trends impacting land transport revenue from FED and'RUC

10

11

The relative proportion of land transport revenue that is colleeted from RUC and FED
depends on the type of light vehicle that is driven onsthe road. For example, because
electric vehicles are projected to increase as a proportion of the*tetal fleet, the
proportion of land transport revenue raised frotn RUC is also prgjected to increase
(although EVs are only just under 2 percent’ofithelight vehicle fleet now, by 2037
there could be one million EVs on the road):

Other examples of key trends include:

a. an observed increase.n the proportionf diesel vehicles in the light vehicle
fleet (7% in 2000 to”19%:in 2022)resulting in an increase in the number of
vehicles that pay"RUC,

b. rapid growth in’the size, of the light vehicle fleet over the last 20 years (from
0.65 vehicles capita in 2001 to 0.81 in 2021) and increased distance travelled
by private wehicles (8,500 kilometres per person in 2001 to around 9,500
kilometres per persen in 2018).

c.\fuelefficiency,improvements have been modest (around 0.5 percent per year)
and the average age of a vehicle when it exits the New Zealand fleet is
relatiVelysold compared to internationally, between 16 to 20 years.
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Appendix 2: Current light vehicle taxes and charges

Vehicle
tvype

Current FED/RUC charges per year

inc GST

December 2023

Proposed FED/RUC charges per year

Light petrol Fuel excise duty* Fuel excise duty*

vehicles - Average vehicle (9L/100km) 797 - Average vehicle (9L/100km) 797
- 2015 Toyota Aqua (hybrid) (3.9L/100km) 345 -2015 Toyota Aqua (hybrid) (3.9L/100km) 345
- 2023 Suzuki Swift (hybrid) (4.6L/100km) 408 - 2023 Suzuki Swift' (hybrid) (4.6L/100km) 408
- 2022 Mitsubishi Outlander (8L/100km) 709 -2022 Mitsubishi Outlander.(8L/400km) 709
- 2007 Toyota Rav4 (9.3L/100km) 824 -2007 Toyota Rav4 (9.31/100km) 824
- 2006 Mazda 3 (9.4L/100km) 833 -2006 Mazda,3 (9.4L4400km) 833
- 2014 Kia Carnival people mover (12.9L/100km) 1,143 - 2044 Kia,Carnival peeple mover (12.9L/100km) 1,143
- 2003 Holden Commodore V8 (16.4L/100km) 1,453 -2008 Holden Commodore V8 (16.4L/100km) 1,453

Light diesel  All light diesel vehicles (including utes, vans etc) pay road 836-..All'light diesel vehicles (including utes, vans etc) pay road user 836

vehicles user charges. charges.

Electric Not currently subject to any fuel excise duty or road user. 0 ¢Subjectto the light RUC rate of $76 per 1,000 kilometres 836

vehicles charges

Plug-in Fuel excise duty on any petrol purchased Subject to a partial road user charges rate of $53 per 1,000

hybrid kilometres + fuel excise duty on any petrol purchased

vehicles - Low petrol use** real-world estimate (2.861L/100km) 253 - partial road user charges + low petrol estimate (2.86L./100km) 836

(PHEVs) - Higher petrol use*** real-world estimate (4:5L/100km) 399 - partial road user charges + high petrol estimate (4.5L/100km) 982
- Manufacturer estimates (1.5L/100kny, unlikély to be 133 - partial road user charges + manufacturer petrol estimate 716

realistic in the real world)

(1.5L/100km)

* The L/100km estimates for petrol vehicles are based ontfactory-tested manufacturer claimed rates. Real world rates will almost always be higher, depending on
use and the vehicle's age and condition.

** The “low petrol use” real-world estimate for PHEVSs isilikely to be a city-commuter with limited longer trips. Basic testing by Consumer NZ in 5 PHEVs (driving
from Lower Hutt to Wellington and back 5 days,per, week, a run to the supermarket, and one trip over the Remutaka hill), found petrol use was 1.5-3.5 L/100km.

*** The “higher petrol use” real-world estimate'for PHEVs is likely to be a user driving longer distances and charging less regularly.
Notes to table:

+ There is also 10.4 cents per litre (GST exclusive) excise on CNG and LPG. Very few vehicles use these fuels, so they have not been included in the table.

« The numbers above assume average distance travelled of 11,000km per year for all vehicles.

+ The road user charges exemption for light electric vehicles expires at the end of 31 March 2024. The exemption for heavy electric vehicles does not expire until
the end of 31 December 2025.
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2024 2025 2026

. Implementation of some tolling " IntroduceAuckiand Time of Use
Switch °ﬁ£“d"a"d RFT and bespoke funding : Chargifig S¢heme (aligned, with
seheme amangements (shortterm) CREopening start 0f 2020)

Current System
Other pricing tools in place (eg
ETS)

Light EV RUC exemption Heavy EV RUC exemption
expires 31 March 2024 expues

Pilots of time and location-based rodd pricing technelogies

Cost Benefit Analysis of moving ‘all vehicles to RUC-and some Key decisions on final electronic RUC technology followed by

Examples of form of €lectronic RUC implementation.

supporting work

(not fulsome) Find and implement efficiencies in the ,administration of RUC

Revisiting RUC legislatior to efisure it is fit for purpose Key decisions and legislative processes regarding wider RUC

changes.
Transitioning from FED to RUC at a faster/pace than would occur ‘naturally’ improves fairness There are options regarding a phased transition versus a
in the land transport revenue system, facilitates better land transport revenue sustainability, wholesale transition that are not included in this high level A3.

and enables a transition to advanced efficient variable road-based pricing systems.
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LAND TRANSPORT REVENUE SYSTEM

Purpose

This briefing provides you with information on the land transport revenue system tossupport
your land transport revenue planning, and to highlight longer-tepm@pportunities.

Key Points

All land transport revenue goes into the National'kand TranspertiFund (NLTF), the
primary funding source for investment in the Yand transpgrt system. Since 2021, NLTF
revenue has been lower than required to de€liver the government’s land transport
investment priorities. Key drivers have,included highiinvestment ambitions, coupled with
decisions to not increase transport taxes‘and charges.

There has been greater use of Crown fundifig.and loans to ensure investment priorities
are met. However, this creates futdre funding pressures on the system.

NLTF revenue is forecast t6 contipue to grow modestly over the next ten years. However,
it will only keep pace with'inflation.and the increasing size of the overall land transport
programme through a‘combination of productivity initiatives, reduced regulatory burdens,
higher taxes and-charges, and\utilisation of alternative financing sources.

Achieving yourinvestment.objectives, along with your broader ministerial priorities, will
necessitate careful consideration of land transport revenue settings. We are interested in
discussing youf revenue system and road pricing priorities, including, but not limited to:

o] poténtial‘epportunities to deliver streamlined, enabling road pricing legislation. For
example, exploring the need for new time-of-use/congestion charging legislation
and/or relaxing the constraints on tolling legislation to include, for example, the
tolling of existing roads.

o implementing your commitment to work to replace fuel excise duty with electronic
road user charging for all vehicles. This transition, alongside road pricing
legislation, could serve as a bridge toward a more sophisticated, nationwide rollout
of time and location-based charging.
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Recommendations

We recommend you:

1 agree to meet with officials to discuss your priorities for the land transport
revenue system. Yes / No

David Wood Hon Simeon Brown
Deputy Chief Executive, Investment Minister of Transport %

and Monitoring / / @ q
Minister’s office to complete: I Approved &ﬁc@
n

O Seen by Ministe Q~ O V?se
O Over‘caken&
Comments 0%

Contacts

by Minister

First contact

David Wood, Deputy Chief Execdtive énta s 9(2)(a)
Monitoring

i v
Matt Skinner, Manager 'Rew . <v)
Carolina Durrant, Prin@dvis venue
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LAND TRANSPORT REVENUE SYSTEM

Land transport is funded by users, ratepayers and taxpayers

1

Road and rail users are the primary revenue source for the land transport system.
The following table sets out the key land transport revenue sources for central
government. Appendix One contains more information on the costs and benefits of
these tools.

Table 1: Key land transport revenue sources

Description Scale of revenue
collected
Fuel Excise Duty (FED) Cents per litre on petrol (70c/l), $2. ¥billion peryear

compressed natural gas (CNG) (10.5c¢/)
and liquefied petroleum gas (LPG) |
(10.4cll)

36 millionsvehicles

Road User Charges Distance-based charge for all vehicles $4-9 billién per year

(RUC) over 3.5 tonnes and all vehicles that do . .
not pay FED (mostly diesel, but also | 902.’(100 I'ggt ?é%sgloo
electric) ($76/1000km in¢’GST fér light ™ xe cles ";‘:.‘ s
vehicles, $672/1000km‘in&\GST for @ 3- eavy vehicles
axle heavy vehicle with“a4-axle tfailer)
Motor Vehicle Licencing | Charged annually‘assan acgess fee for $230 million per year
Fees (“rego”) someone to'use their vehicle on‘the lus ACC
network#Includes a fixed NLTF (plus revenue)
component of $43.50 pervehicle (plus a
separate ACC component that varies
depending ong7ehicle type)
Track User Charges ¢ Payable by users of the rail network to $21 million per year

partially cover the cost of maintaining
tracks'and other rail infrastructure.

Revenue from these'saurces is dedicated (hypothecated) for land transport purposes
into the National Lkand Transport Fund (NLTF) and allocated nationally by NZ
Transport Agency. Waka Kotahi (NZTA).

NLTFsevenue is spent as it is collected, known as PAYGO (“pay as you go”). Money
raiséd.ima single year is spent in that year on investments determined by NZTA,
based on the Government’s direction provided through the Government Policy
Statement on land transport (GPS). This limits spending to the level of incoming
revenue and requires investments to be prioritised to those with the highest benefit.

New Zealand’s system is known as modified PAYGO because it has become an
increasingly stretched concept with the NLTF now reliant on borrowing to pay for a
significant proportion of activity. Dependent on Government decisions NZTA could
hold up to $7-8 billion of debt in future years. Over the term of the next GPS 2024—
27, debt repayments are expected to absorb over $2.7 billion of NLTF revenue.
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The Crown has also provided direct funding, and financing arrangements have been used

5

In recent years, governments have agreed to provide additional sources of funding
and financing to support the delivery of their priorities. This includes, for example,
public private partnership (PPP) arrangements for Transmission Gully and Pahoi to
Warkworth, and Crown contributions through the Provincial Growth Fund or loans to
bridge immediate gaps between planned expenditure and expected revenue.

Local government is also a key contributor to land transport

6

Around 70 percent of local government’s spend on transport ($1.3 billion per year)
attracts subsidies from the NLTF', at an average matching rate of 53 percent, known
as the funding assistance rate (FAR). Land transport spending by local authorities
($1.8 billion a year) comes from a range of sources, primarily through property ewner
contributions through rates ($1.5 billion a year) with smaller inputs from development
contributions ($100 million a year) and funds raised from transport/Users threugh
public transport fares ($130 million a year).

Appendix 1 provides a description of current land transport revenue fools.
Appendix 2 provides a description of funding and financing tools.

Appendix 3 provides international examplés of land transport revenue systems.

The land transport revenue system is\facing pressure

10

The current land transport revenue system hias provided a stable and increasing
stream of revenue as the.pepulation lfas grown and as vehicle kilometres travelled
(VKT) has increased. Read users.pay forthe direct costs of the roading network but
have not faced the costs.0f externalities such as noise, pollution, or congestion.

The Ministry is a forecasting’ department, producing forecasts for land transport revenue that
feed into the Treasury’s Economie and Fiscal Updates and Baseline Updates.

11

12

13

The lahd/transport fevenue forecast is grounded in macroeconomic indicators and
has demonstrated a.consistent track record of reliability. We will keep you informed of
revenue forecasts'as they are updated.

Overalldand transport revenue will continue to grow over the next ten years, but
witheutdarge increases in FED and RUC rates, it is unlikely to keep pace with the
increasing size of the overall land transport programme.

Towards the end of the 2020s, we expect revenue from FED will begin to decline.
This is due to improved fuel efficiency, continuing increases in public transport
patronage, and a projected increase in electric vehicles within the New Zealand fleet.
The time and scale of the decline in revenue from FED will be influenced by the
Government’s approach to the implementation of advanced time and place road
pricing, the transition of all vehicles to RUC, and emissions reduction initiatives.
Under current settings, much of the decline in FED revenue will be offset by an
increase in RUC (due to uptake of electric vehicles, for example).

' The rate of subsidy, known as the funding assistance rate (FAR), varies by region to reflect the ability
of councils to raise local share (e.g., 51 percent in Wellington and Auckland, 75 percent in Wairoa).
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There is an emerging gap between the level of revenue collected and the level of investment
required to maintain the existing land transport system and deliver improvements.

14 In recent times the NLTF funding has been less than what is needed to fund
investment ambitions, which has resulted in more use of Crown funding and loans.
There is a widening gap between revenue collected and investment. Figure 1 below
shows total Crown revenue (including budget appropriations and indicated
expenditure). With Budget 2024 allowances likely to be constrained, the Ministry is
investigating opportunities to reprioritise existing funding towards higher priority
initiatives, and to find savings.

$16Bn (l/
$148n q)

e o)

$8Bn

$6Bn
$4Bn
$2Bn

$0Bn

2023/24 2024/25 2025/26 2026/27

mmm Forecast NLTF revenue

mmm Approved Crown @: Forecast spend

Figure 1: Forecast total expen@d re@gr land transport (Crown and NLTF)

Source: Ministry of Transport @ EQ
You have a pi %Vrole@ping the funding and expenditure for land

transport

orecast revenue (GPS 24 funding package)

15 As the Mini@o set the Crown's overarching strategy for land transport
investm \d issuing a GPS. Confirming your priorities in the GPS 2024 will require

caref&én eration of land transport revenue settings.

esshort-term decisions to make to support the development of the GPS to provide a

@ e pathway for 2024-27 and allow you to meet your manifesto commitments.

16 Key revenue tools that can impact revenue in the short term, mostly relate to FED
and RUC, given they are already in place, and are large sources of revenue where
small changes can result in material impacts. Other tools are unlikely to provide a
material amount of funding in the short term because they have limitations within the
existing system (such as tolling, which under the current legislative framework is only

possible to support funding for new roads), or because they still need to be developed
(such as time-of-use charging).
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17

18

IN CONFIDENCE

Given the link between the revenue and investment systems, there are many
investment levers (such as improving value for money and productivity) that will
impact the level of revenue needed, in both the short and long term. In addition,
demand management tools such as congestion charging can influence demand and
change the need for new infrastructure (but won'’t raise much additional revenue).
These issues will be covered across our upcoming investment and revenue advice.

Appendix 4 provides you with a more detailed overview of tolling, RUC and
congestion charging.

Longer term options to ensure a sustainable land transport system

19

20

21

The immediate gap between projected revenue and expenditure will continue_to
worsen if not addressed in a way that ensures the land transpeftt revenue system is
sustainable into the future. This will need to be informed by a.clear’picture of ambition
for the system, how much of this will be achieved through investment©r other levers
such as demand management, and choices about the {evels of expenditure that are
reasonable.

The land transport system already has a purpase’defined in the\Land Transport
Management Act 2003: “an effective, efficiehtand safe fandtransport system in the
public interest”. The purpose of the revenuessystem is toxfund the land transport
system. As we progress development of future advices.itwould be useful to have a
more specific purpose for what thewrevenue system is'seeking to achieve. We
propose:

20.1 The primary purpose is toffaise fevenues efficiently and effectively in an
acceptable, finangially'sustaingble, and equitable way.

20.2 A secondary purpose is to incentivise efficient and safe use of the land
transport system, including through making the best use of existing assets and
networks.

We will:sooh beé providing you with further advice on the following revenue issues.

The role of road®pricing alternatives including tolling and time-of-use pricing

22

23

24

Road pricing encompasses a broad range of tools that can vary depending on the
primary objectives (e.g. revenue gathering versus congestion relief).

We '@re interested in discussing your road pricing priorities, because what you want to
achieve could strongly change our recommended approach. For example, if you are
seeking to target congestion alone, the draft Congestion Charging Bill might be fit for
purpose as a first step, but if revenue generation is also a priority, extending the
current tolling framework could provide opportunities to both increase revenue and
reduce congestion.

It will be important that any initial steps take us towards, or are consistent with, the
desired future land transport revenue system ° 2@00

Our advice will seek
to ensure that adopting variety of revenue tools and electronic systems in the short
term doesn’t crowd out broader, longer-term reforms.
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The transition of all vehicles to road user charges (OC230850 refers)

25

26

27

As part of the decisions on shifting electric vehicles to RUC, Cabinet invited you to
report back on options to progress the fleet-wide transition to RUC. You have
committed to start work on the shift from FED towards electronic RUC.

Petrol vehicles currently account for approximately 80 percent of the fleet, so a move
to RUC (and electronic-RUC) would be a large logistical task and would test both the
legislation and broader systems that are currently in place. Transitioning all vehicles
to an electronic RUC system should, ideally, provide the foundation for adopting a
more sophisticated, nationwide rollout of time and location-based charging.

The shift of all vehicles to RUC would generate a small amount of new revenue based
on current rates, because the average petrol vehicle currently pays slightly less'pen
kilometre in FED than they would pay in RUC. This is due to iniprovements in
average fuel economy since the last time FED and RUC ratés Weré rebalaneed.
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Why use this tool?

What are our future Who administers

Who pays?
What’s the revenue potential?

the revenue?

opportunities?

Fuel Excise
[D]114Y

Low rate, broad base
tax on fuel where small
increases can generate

significant additional

revenue.

Forms a proxy for
road use. This is
diminishing as vehicles
become more fuel
efficient and with the
uptake of hybrid and
electric vehicles.

Collected at the border
by Customs from fuel
companies. Revenue is
hypothecated into the
NLTF, and spent by
Waka Kotahi in line
with the GPS, often in
partnership with local
governments.

National

Will likely decrease
over time (given fuel
efficiency and fleet
changes), but rates are
easily increased, and
this remains a good
short-to-mid-term
revenue option.

Motorists who use a
petrol powered car
under 3.5 tons
Under current settings
circa $1.9 billion per
year is raised. This will
reduce over time, as
the fleet changes due
to electrification and
improving fuel
efficiency.

Includes circa $48
million of LPG excise
revenue.

Road User

Charges
(&eRUC)

Recovers costs from

road users, roughly in

proportion to the wear

& tear they cause on
roads.

Charges are well
understood and
acceptable given the
clear link between
costs and benefits.

Waka Kotahi manages
RUC licences and
receives revenue.

eRUC is received by
third party providers
then passed on to
Waka Kotahi.

Revenue is
hypothecated into the
NLTF, and is spent by

Waka Kotahi in line
with the GPS (not
specifically ringfenced
to road costs)

National

We could apply RUC
universally across all
vehicles, accounting
for diminishing FED
revenue from fleet
changes.

We could cover a
greater range of
costs/externalities.

We could implement
time & location-based
charging on top of
distance.

Non-petrol vehicles
with rates based on
weight and axle
numbers.

EVs are exempt
currently, light EVs are
due for inclusion on 1
April 2024, heavy EVs

on 31 December

2025

Under current settings
circa $1.9 billion a year
is raised.

Dynamic road
pricing

Not currently in use
(would need
legislation) but could
recover costs and
charge for externalities
like congestion and
pollution.
Would supersede
congestion charging
and tolling. Often
envisioned to apply to
all roads.

The design would need
to be determined, but
could be third party
tech providers, or a
crown entity directly.
Revenue would be
managed and spent as
per the settings of the
day. Note the much
higher costs of
operating this system,
due to complex
charging mechanisms
and technology.

National

This is a future option
to replace/expand
RUC. Tracking
vehicles (and
subsequent data)
provides a range of
opportunities for
network & demand

management.

All vehicles
This would likelyfaise
similar rates of
revenue to the curfent
approach (FER +
RUC), as the limiting
factors are the same
and administration
costs are higher.

Council
contributions

Broad-base, property
based rates as well as
developer contributions

and targeted rates.

Links funding &
investments made.

NLTF funds 51-75%
for local council
projects, with local
contributions making
up the remainder.

The council receives
rates revenue, then
provides it to transport
projects as part of their
funding contribution
(alongside WK). There
are legislative
requirements on how
rates are set, but are
set by WK taking into
account the region’s
ability to pay.

Local

Insights fromithe
Future of Local
Government review
May identify future
oppoftunities for local

funding tools.

Property owners,
both residential and
commercial.

Local governments
contribute circa $1.3
billion a year as part of
shared funding with the
NLTF, they also make
unsubsidised transport
investments.
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Value Capture
(land value uplift)

Not currently in use
(would need new
legislation). Reclaims
some of the private
property value
increases generated by

public investments.

Could apply to
commercial and/or
residential property.

The administrator of
the revenue would be
determined as part of
the enabling legislation
for this tool.

Currently gouncils
administer other forms
of value capture,
(targeted rates,
developer
contributions, and IFF
levies).

National/Local

Many-eptions are
available to,us when
designing‘amew value
capture, tool. It could
be,project based,
national, apply to
commercial,
residential, or all
properties. Another
example of value
capture is the sale of
air development rights

above stations.

Property owners,
possibly along
particular transport
corridors or applied
nationally. Depending
on design it may apply
to residential and/or
commercial property.

Revenue potential is
highly dependent on
design decisions.

Public Transport
Fares

Covers some of the
operational costs of
public transport.

Aligns to our
beneficiary contributes
principle.

Regionakeouncils set
faresyand administer.
the revenue. Publi¢
transport operators
collect farebox
revenue,

Local

Could be increased to
cover a greater portion
of opex costs but this
could impact patronage
and wouldn’t reflect the
broad benefits
generated by public
transport (congestion
and emission
reduction).

Public transport
users
Farebox revenue funds
20-30% of op-ex costs.

In 2021/22 $131 million
was raised (noting that
fares were half-price
during this time). This
is down from a pre-
covid peak of circa
$343 million in

2018/19.

Regional Fuel
Taxes

Provides regional
council§ a tool tojraise
revenue from road
users for transport
projects that would not

otherwise be fundeds

Also more consistent
with beneficiary pays
principles because it is
paid by tfansport Users
rathenthan
homeowners.

The only operating
regional fuel tax
scheme is in Auckland.

Funds are collected by
Waka Kotahi but
provided to Auckland
Council and tagged for

specific projects.

The tax is paid by fuel
companies when petrol
arrives at a retail site.

Local

The legislation is open
to allow any regional
council to propose a

scheme. More councils

adopting this tool could
aid local funding
contributions but
compounds any
national FED
increases.

Motorists who
purchase fuel in the
region
Legislation states that
the maximum charge is
10 cents per litre of
petrol. In Auckland the
regional fuel tax
scheme raises $150
million annually.

Annual Vehicle
Licensing

Is aform of access
chargeywith cost
recovery elements.

Includes ACC Levies
and $48.50 fee into the
NLTF (plus GST and
admin fees).

Licence fee revenue is
hypothecated into the
NLTF and spent by
Waka Kotahi in line
with the GPS.

National

The NLTF component
has been at the same
rate since 1992,
increases could be
made to reflect

inflation.

AVL (or similar) is used
internationally as a
progressive transport
tax (based on vehicle
market value) or to
impose a weight based
charge (in lieu of
weight-based RUC).

Motorists
Under current settings
circa $230 million a

year.

Tolling

Charges for the use of
a tolled new road.
Revenue gathered is
used for capex and

opex.

Unlocks funding
outside of standard
processes and enables
project specific
financing.

Toll revenue is not
classed as land
transport revenue so it
is “received” by the toll
road.

This means Waka
Kotahi has set up a
separate account and
ring-fenced money for
each specific road —
usually to pay down
associated debt.

National

The statutory criteria
for assessing tolling
proposals is permissive
but the broader
settings could be
relaxed further to
encourage greater use
of tolling. Currently tolls
can only be applied to
new roads where there
is a free alternative.
Legislation could be
changed to allow tolls
on existing roads.

Motorists
Actual 2021/22
revenue for NZ's three
toll roads was $31.8
million. Approximately
$10 million covers toll
administration costs.

Attachment 1

IFF levies

Lets councils borrow
off balance sheet,
enabling them to fund
infrastructure beyond
what they otherwise

could.

Strong beneficiary
pays connection.

A special purpose
vehicle is set up for
each IFF levy, councils
collect revenue,
passing it on to the
special purpose
vehicle.

Crown Infrastructure
Partners currently
owns/administers both
IFF special purpose
vehicles but this
doesn’t have to be the
case.
National

Work is beginning on
streamlining legislation
so it is easier to
engage with capital
markets while a levy is
being approved. The
Minister of Housing will

lead this work.

Property owners,
Revenue potential
could increase
significantly if more
schemes are
established.

The levy for Tauranga
City Council’'s
Transport Systems
Plan provided $175
million for construction
costs. Levy payers will
pay interest and
administration costs
over 30 years.

Congestion

charging

Not currently in use
(though legislation is
drafted). Encourages
people to rethink the
time or mode of travel
by charging them to
use certain parts of the
network at congested
times.

The draft Bill proposes
that the relevant
territorial authority will
receive the
revenue. Who
administers the
collection of revenue is
not determined but the
preference is Waka
Kotahi to build
economies of scale.

Local

Congestion charging is
not currently legal, so
amending legislation

has to be the first step.

Auckland, Wellington,
Christchurch, and
Tauranga have all

expressed interest in

congestion charging
schemes.

Road users who
choose to drive in a
congestion charging
zone at the charging

time.

Congestion charging is
a behaviour change
tool and has the lowest
revenue potential
compared to the other
tools.



Pros

Cons

Fuel Excise
[0]114Y

Small increases
generate significant
additional revenue.

Broad based and
simple to administer,
change rates. Also
easy to understand.

Very low collection
costs (<$1m per year)
and impossible to
avoid.

Good proxy for
distance/use of the
system. This
discourages inefficient
overuse of the system

Revenue collected will
reduce in the long term
as fuel efficiency
improves and as petrol
vehicles switch to
electric (and move
onto RUC).

A regressive tool as it
is based on
consumption like GST.

Revenue sustainability
is based on vehicle
kilometres travelled
growing perpetually,
this undermines
emission reduction
objectives.

Road User

Charges
(&eRUC)

Good proxy for the
impact on network
caused by users.

Incentivises vehicle
use that is less
damaging to roads.

Can absorb EVs well.
This is a world leading
feature of our system.

Strong social licence
as there are clear
exacerbator pays
connections.

Higher cost to collect
compared to FED
(current admin costs of
~$15m per year).

Easier to avoid (by not
purchasing, or
odometer tampering).

Admin heavy for users,
and complex with a
large number of rates.

eRUC benefits (e.g.
fleet tracking, reducing
costs) are of less value
to the non-commercial
fleet.

Dynamic road
pricing

Can encourage
behaviour
change/pricing
(supersedes tolling and
congestion charging).
But the more
behaviour change is a
focus the less revenue
is likely to be collected.

The system doesn’t
exist to implement this
tool, nor has it been
successfully
implemented in other
countries.

High cost to implement
with a similar revenue
potential to current
tools (FED & RUC).

Serious privacy issues
that could undermine
social licence (GPS
tracking in every
vehicle).

Would take a long time
to implement.

Council
contributions

One of the few
progressive tools in the
system (property value
based rate setting).

Broad based, applies
to owners and is
passed on to tenants.

Enables local
contributions and
participation in
investment decision
making, critical for
social licence.

Significant affordability
constraints.

Nature of the payment
process undermines
willingness from the
public for any
increases.

Given the increasing
costs of weather
related events and the
need to adaptfin
response to climate
changeylocal
affordability is likely to
become _criticalin the
mid todong term.
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Value Capture
(land value uplift)

Capturing a portion of
infrastructure
generated windfalls
unlocks a new funding
source.

Easier to pay than a
levy or rate if collected
at time of sale

Less impact on
property owners with
fixed incomes than
rates or levies.

Strong beneficiary
pays connection.

Complicated to
calculate anddattribute
value uplift to specific
properties.

Revenue potential is
limited if therefare
significant carve outs,
like not applying to
residéntial properties.

Could overlap other
revenue toQls restlting
in doubl@charging.

Unéeértain,timing of
fevenue collection if
done at time of
property sale.

Public Transport

Fares

Enables behaviour
change policies
through discounted
fares.

Provides some
rationing incentive to
users without
overburdening them
with costs.

Significant affordability.
constraints,and low
revenue potential:

Increasing, fares could
undermine other goals
such as emissions
reduction’and equity
mitigation.

Regional Fuel
Taxes

Local tax with local
accountability ‘and
direct link to local
projetts.

Similar benefits as fuel
exgise duty in general,

Takes headroom from
other vehicle based
taxes, especially
national fuel tax.

Annual Vehicle
Licensing

Plenty offuture
potential (based of
international practice).

Could be a simple way
to charge for negative
externalities.

Changes could be
made relatively quickly,
compared to a tool like
dynamic road pricing.

Currently very low
revenue potential.

Currently regressive as
a flat rate is charged.
This could be changed
by tying rates to
vehicle market values.

Tolling

Very transparent.

Can accelerate
investment and bring
projects forward

Legislative change
could address issues
like high collection
costs and limited scope
for application.

Legislative change
would likely take less
time than development
of fully new tools.

High admin fees,
collection cost is circa
30% of revenue.

Currently low revenue
potential.

Currently restricted use
(new roads only) this is
because of current
legislation.

New Zealanders have
a low willingness to
pay for tolls, and are
likely to divert to an
alternative route,
resulting in negative
benefits (e.g. less safe,
slower travel times).

IFF levies

Enables off balance
sheet borrowing for
councils, bringing
forward investments
that would otherwise
be delayed.

Higher cost of capital
than consolidated
council or Crown
borrowing.

Similar affordability
constraints as general
council rates.

Hard to implement
given legislative
settings with a low
uptake so far. This
may improve as more
schemes get up and
running and changes
are made to the
legislation.

Congestion

charging

Strong behaviour
change policy lever.

Reduces the need for
new infrastructure,
saving of significant
capital costs.

Can use same
technology as tolling,
boosting collection
efficiency of both tools.

Local tool for local
projects.

Legislation is drafted
and could be
introduced quickly.

This as a demand
management tool
rather than a revenue
tool.

However, avoiding the
need for more
infrastructure could
generate significant
savings, essentially the
equivalent of revenue.

e A critical benefit of broad based tools like FED
and RUC is that small increases can generate
significant additional revenue — a 1 cent per litre

increase in FED and equivalent increase in
RUC raises around $60 million additional
revenue per year.

Vacant land tax

Low emission
zones

Airport levies

Data monetisation

e The simplicity“ef.atool is strongly connected to
efficigncysandylow collection costs. Simplicity

Key messages

also enables better communication and
improvedtransparency.

Capital gains tax

Increased use of
land acquisition,
up-zoning and
resale

Wealth tax

Hypothecation of
tax revenue (like
GST)

National
infrastructure levy

Annual motor
vehicle tax

e Behaviour change and demand management
are powerful levers to reduce emissions and
avoid the need for new infrastructure.

e However, tools that focus on demand
management are often not well suited to

gathering significant revenue.

Stamp duty

Sale of
development / air
rights

Active mode
charge

Tourism levy

Vehicle emission
tax

Premium farebox

e Tools that apply to particular projects or
corridors (IFF levies and value capture) can be
complex to design and implement.

Workplace
parking levy

Business rate
supplements

Windfall gains tax

National value
capture
mechanism

Betterment levies

EV charging
excise duty




Public private

partnership
(Financing)

Equity led
concession
(Financing & cost
recovery)

IFF Levy
(Financing & cost
recovery)

Value capture
(cost recovery)

NLTF
Borrowing
(Financing)

DRAFT — NOT GOVERNMENT POLICY

Large scale and long duration where the nature of the asset is
specific (can only be used for a particular client).

Services are durable (i.e., service requirements unlikely to
change over time in unpredictable ways).

Possible to define clear performance requirements over time.
The project is of a sufficient size and scale that innovative
design and service approaches would add value.

Sufficient market appetite and depth to ensure a competitive
procurement process.

When the PPP delivery model achieves a better benefit-cost
ratio than a public delivery approach.

A large-scale asset that has limited interfaces with existing
assets (e.g., new highway, rather than widening of a highway).
The project generates commercially viable revenue streams
through fares or tolls over its lifetime (certainty of cash flow).
Where a greater level of risk and control can be transferred to
the private sector.

When a private sector concession will bring forward investment
in the project.

When private sector can bring innovative approaches to
delivery/operation of an asset/service.

Mid to large scale projects (typically used where infrastructure
funding required will be over $50m with a minimum/of 1,500
beneficiaries).

A project with local beneficiaries and the abilityto identify the
beneficiaries.

Where the project cannot be fully funded from*normal sources
(e.g., local government and NLTF).

Projects that have local government support.

Current legislation requires the project to support urban
development.

Mid to large scale projects.

Where a new amenity or significant financial value is created
that was not previously available (néw @, significantly enhanced
service levels).

Best implemented on projects yet tosbesannounced to ensure
value uplift can be attributed to the project.

To smooth seasonal and other short-term cashflow variations.
Borrowing to smooth seasonal cashflow variations is a useful
financial tool and part of standard practice for Waka Kotahi.
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When the costs outweigh the benefits (due diligence/risk
transfer/project evaluation etc.) when compared to Crown
borrowing.

When project scope/design details are uncertain,

When roles and responsibilities for the private andypublic sector
cannot be clearly defined and written inte"a,contract.

When private sector involvement would undermine desirgd
project outcomes.

When risks cannot be adequately,defined or appropriately
transferred to the private sectorpartnerat reasenable‘eost
When client capability is not,sufficient to establisfithe PPP and
manage it over its lifetime:

For an equity concession,to be attragtive te the private sector
they are likely taywant ¢ontrol over'design and/or operation of
the underlying asset, includingany revenue settings. The Crown
should not/€nter into this arrangemeént.if they are not prepared
to give up,control.

When thereiisssignificantdemand uncertainty, and the private
entity, eannot influence orboost demand sufficiently through
pricing/design.

If'the project isp’t. commercially viable a standard PPP or public
seérvice delivery madelPwould be more suitable.

The aboyve reasons to not do a PPP also apply here.

Where a,targeted rate can raise equivalent revenue (this will
likely lower the cost of capital compared to an IFF levy).

Where a new IFF levy will overlap with an existing one (double
dipping)

Where a levy would need to be so high as to disincentivise
urban development to occur or would be generally impractical to
implement due to affordability constraints.

When the complexity and cost of attributing benefits to specific
properties outweighs the level of revenue raised.

Where the project does not achieve sufficient property value
uplift to raise meaningful revenue.

When value uplift has already occurred due to project
announcements.

When additional borrowing is not combined with future revenue
increases.
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Comments

There aresincreased overheads when using a PPP.

If you are getting revenue from users e.g. through a charge such as a
toll, it makes it easier to recoup the debt.

Risk transfer: a private partner can take on aspects of risk, but sound
analysis of which risks are best placed with which party is required.
A clear understanding of roles and responsibilities is needed.

A strong client function is needed at both the instigation of the PPP
and over its lifetime to ensure delivery and costs are managed

There are longer term debt implications and limits of scope change
that need to be considered

It takes time and is expensive to set up.

Equity led concessions can be a valuable tool for bringing in private
capital to our transport system. However, the projects involved need to
be commercially viable, something that is rare in our land transport
system.

Opportunities are likely to be in high volume urban areas or for port
and airport projects. You could consider subsidies alongside an equity
concession to boost viability, but they would need to be designed with
good economic incentivise to ensure efficient and effective outcomes.

IFF levies are predominately a tool to allow off balance sheet
borrowing for councils. This can be beneficial in unlocking funding for
growth. However, circumventing a justified limit on borrowing is, by
definition, not appropriate. If standard funding/financing options are
available, they will likely be cheaper (borrowing through the NZ Local
Government Funding Agency).

Consideration of IFF levies on PT-specific, mega-projects is limited to
Auckland Light Rail but has shown a strict beneficiaries-pays
approach may be unaffordable for levy payers.

Designing and implementing value capture involves complex
econometric evaluation to determine and attribute property value uplift
in response to a specific project.

If the value uplift isn’t significant this process would likely not be
worthwhile. Value capture schemes can also lose public support
overtime as the new amenity becomes part of the status quo.

The NLTF has little head room for more debt unless there are future
revenue increases, the Waka Kotahi board may not accept more
Crown loans without FED and RUC increases.



Public private
partnership

Equity led
concession

Value capture

Borrowing

against the
NLTF

DRAFT — NOT GOVERNMENT POLICY

Canada Line: is a 19.5-kilometre rapid transit line connecting Vancouver, Richmond, and the Vancouver International Airport. The line was financed+andiprocured through a PPP structure. It opened in
August 2009 and cost approximately USD$2.05 billion. It is part of Vancouver's integrated SkyTrain network. The private sector held constructién, operating, and ground risk, while insurance and revenue
risk was largely held by the Vancouver transport authority. The PPPs concession payments are based 70% on service availability, 20% on servicé quality, and 10% on ridership volume.

Waiheke Ferry: the Waiheke Island ferry service is owned and operated by a private company relatively separate from,the Auckland public transport system. It is a commercial operation funded through
fares and other sources. The private operator controls prices and schedules, with more flexibility over operations than a publicly contracted model.

REM, Quebec, Canada: the REM is a light rail transit system recently opened in Montreal, Canada. The Quebec state pension fund (CDPQ) is the majority shareholder (70%) in the REM, investing CAD$3
billion of equity in the project, and the Government of Quebec (30%) provided the remaining equity (CAD$4.28 hillion). The femaining financing was raised through debt from the Canada Infrastructure
Bank (a federal government-owned corporation) and public sector contributions.

The CDPQ receives preferred dividends until they achieve an annual return of 8-10%. Only after thatiis achieved willsthe Government’s 30% shareholding receive profit. The REM financing structure
includes a revenue-sharing agreement between the REM and the Government of Quebec. Undenrthis agreementythe'REM collects the revenue from user charges, which is used to repay the debt financing
and provide a return on equity. The Government pays subsidies to the REM (CAD$0.72 per personipér kilometre, adjusted annually for inflation), which ratchets down as ridership increases.

Tauranga Transport Systems Plan: enabled a Special Purpose Vehicle to raise finance and provide $175 million of funding towards construction costs of projects. This finance was raised on the back of
a 30-year citywide levy. In the first year, the median residential levy was $68 a year and‘the/medianseommereial levy was $521 a year. Although slightly more expensive, using a targeted rate instead of the
IFF levy would have resulted in TCC’s long-term debt-to-revenue ratio coming gloséyto the Local. Government Funding Agency borrowing limit of 280% (peaking at approximately 270% in 2026).

Wellington City Council sludge minimisation facility: enabled a Special Purposé Vehiclé tesraise'finance and provide $400 million of funding towards the construction costs of the facility. This finance
was raised on the back of a 33-year citywide levy. Over the 33-year levy, period it'will costeévy payers over $1.2 billion due to interest payments and other costs associated with running the Special Purpose
Vehicle.

Auckland Light Rail: value capture modelling as part of the indicative business case projected that value capture tools could fund 20% of the project capital costs (excluding bulk enabling infrastructure
related to urban development). This is substantial but demonstratesthat value capture*cannot be the primary funding method for a project of this nature.

Airport MAX Red Line (City of Portland, USA): a light,rail netork extensionfrom downtown to the Portland International Airport consisting of 9 kilometres of track with a cost of approximately US$125
million. The City of Portland, in partnership with Tripiet (the regional transpert authority) issued a US $23.8 million TIF bond for its portion of the project costs, paid back by incremental revenues from the
local TIF district. The sale of development rights anddandgdeases to private sector partners was also used as a value capture mechanism, who were required to contribute 22.5% of the project construction
costs in return for joint development rights at the newlight rail stations.

Borrowing against the NLTF - In 2021 Waka Kotahi wasyprovided a $2 billion loan to account for an investment gap between planned investments in the NLTP 2021 and the level of investment required to
advance Government priorities and commitments. As'part offinalising GPS 2021, the Ministry of Transport advised that meeting all of GPS 2021 priorities within post-COVID revenue settings was likely to
be challenging.

Private O Crown
Financing Financing

Complex Simple



Norway

Population: 5.4 million

Land area (km2): 385,207

Road Network (km): 94,902

Rail Network (km2): 3885

Cars per capita: 0.651

GDP per capita (PPP NZ$): 98,494*

Taxes on extracted fossil fuels are
a large source of central
government funding, with central
funding a key part of the system.
Historically toll revenue was a
significant portion of funding. This
has reduced recently in the face
of public backlash.

United
Kingdom

Population: 67.3 million

Land area (km2): 242,495

Road Network (km): 424,129

Rail Network (km2): 15,935

Cars per capita: 0.594

GDP per capita (PPP NZ$): 90,946*

Hypothecation is limited but has
been introduced for their
equivalent of motor vehicle
registration fees. There are some
concerns various local priorities
are not being met, despite high

fuel tax and public transport fares.

The UK has five-year funding
programmes for the National
Highway network — generating
greater planning and contracting
certainty.

DRAFT — NOT GOVERNMENT POLICY

- Ireland

Population: 5.15 million

Land area (km2): 70,273

Road Network (km2): 99852

Rail Network (km2): 2733

Cars per capita: 0.444

GDP per capita (PPP NZ$): 166,000*

Transport is predominately funded
by the exchequer (Crown
equivalent). They have significant
use of EU funding sources.
Investment is also enabled by
corporate tax revenue from large
international firms. Ireland uses
similar transport-based revenue as
NZ, but far more land-based tax
revenue like capital gains and
property stamp duty. Transport
investments are a significant portion
of central government support for
local governments.

USA

Population: 331.9 m

Land area (km?): 9.83m

Road Network (km): 6.8m

Rail Network (km?2): 220,480

Cars per capita: 0.868

GDP per capita (PPP NZ$): 125,031*

The IRS collects hypotheeated fuel
tax, and vehicle'salés/usage taxes
for heavy vehiclesiState authorities
collect state fuel taxes, and each
State Department of Transport
collectswuser charges or mileage
taxes, sometimes through private
providers. The most significant
reforms being considered are about
replacing fuel taxes with a form of
RUC.

Population: 123.9 million

Land area (km2): 364,546

Road Network (km2): 12,2000

Rail Network (km2): 27,311

Cars per capita: 0.66

GDP per capita (PPP NZ$): 60,796*

Significant central governméent
investment is made in transport.sThe
privatisation of rail companies has
been largely successful. Non-
transport revenuetis Key'to their
success (cammereial station
development and/property.
development). Japan’s large”debt
levels'(circa 226%.of GDP)have led
to using Private PublicsRartnerships
primarily to access,capital. They use
a Similar suite ofitransport taxes (fuel
excise, vehicleregistration, tolls etc).

Austria

Population: 8.9m

Land area (km2): 83,879

Road Network (km): 126,400

Rail Network (km2):5,527

Cars per capita: 0.632

GDP per capita (PPP NZ$): 82,168*

RUC is charged on Federal
Highways and hypothecated to
their maintenance. The Road
Manager can borrow for large
capital projects and raise rates itself
in line with inflation. A small portion
of fuel duty is hypothecated to local
public transport. Most of the
spending on local roads, public
transport, and rail is from general
tax revenue.

Population: 26 million

Land area (km2): 7.69m

Road Network (km): 873,573

Rail Network (km2): 33,168

Cars per capita: 0.748

GDP per capita (PPP* NZ$): 101,866*
Most transport taxes or charges are
indexed to inflation, but revenue is
declining due to improving fuel
efficiency and EVs. Motor vehicle
registration and stamp duties are
significant (appear to be on par with
revenue from fuel taxes). Toll roads
are a common feature, generally
built as Private Public Partnerships.
Plans to implement congestion
charging in states that already have
tolling schemes have resulted in
some public backlash.

Population: 5.18 million

Land area (km?2): 268,021

Road Network (km?2): 96,817

Rail Network (km2): 4,128

Cars per capita: 0.897

GDP per capita (PPP NZ$): 82,904 *

New Zealand uses fuel excise duty,
and network-wide distance and
weight-based road user charges for
non-petrol vehicles. These charges
are being adapted to incorporate
EVs. Vehicle registrations and
tolling also generate some revenue.
The revenues are hypothecated in
the National Land Transport Fund.
This has served us well, but the
approach is being stretched.
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Singapore

Population: 5.64 million
Land area (km2): 734.3
Road Network (km): 3,500
Rail Network (km2): 259

Cars per capita: 0.11
GDP per capita (PPP NZ$): 157,732*

Singapore is currently working to
implement satellite units for
Electronic Road Pricing. This
means road pricing can be
expanded more flexibly. No plans
for distance-based pricing yet, but
this move would make it possible.

They currently use congestion
pricing, with rates tied to travel
speed. There have been long-term
and consistent approaches to
investment. Singapore has made
strong policy choices to limit car
use such as car registration fees in
excess of the value of the car.
Government investment is made
possible through their broader
economic success as a global hub.

*GDP per capita stats are TBC



@ What it is

Tolling is a road pricing system by which a toll is charged to
motorists for using a specific new road to generate revenue.
Tolling has mainly been used to accelerate (‘bring forward’) the
construction of new roads in New Zealand, with the toll revenue
used to repay the road's construction costs. Tolled roads are
generally safer and faster.

Tolling is a basic form of road pricing. Road pricing is any system

that directly charges motorists for using a road or network of

roads. Work is underway on more sophisticated forms of road

pricing (congestion charging or the variable road pricing scheme
explored in Tauranga).

Revenue Statement

Tolling is a project funding tool that contributes to the costs of a
new road. In 2021/22, tolling generated $22 million for project
costs and $10 million for administration costs.

Over the years, revenue from tolling has broadly increased, and
both the Northern Gateway and Tauranga Eastern Link are
covering the financing/interest expenses costs.

The revenue generated from tolls can only be allocated to
expenses related to the road itself (for example, construction or
maintenance).

Tolling is a project-specific funding tool. Increasing toll rates is
very unlikely to be a substitute for increasing fuel excise duty
and road user charges.

@ Status of this tool

We will advise you on how those proposals perform against
criteria in the LTMA (for example, whether the tolling scheme.is
efficient and effective). RCAs are required to consult on the
proposed toll and then you get to decide whether you are
satisfied with the level of public support.

Waka Kotahi evaluates each new State highway as a potential
toll road. You get to decide whether to progress an Order in
Council for a new tolling scheme based on detailed proposals
from Road Controlling Authorities (RCAs). Toll rates are linked to
the Consumer Price Index, but increases happen irregularly.
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Immediate issues and decisions you may need to_make

Tolling Penlink

*  The previous Government announced in May, 2028 that Penlinkwould be tolled, but the necessary Order in Council has not
been passed yet. The toll is expected to generate $12 miillion in annual revenue, whilst annual costs of the road are estimated
at $3 million. The remaining revenueWould repay the costs of the tolling infrastructure.

« Tolls are expected to help managé congestion when'Penlink opens, which is slightly different than previous toll roads — the
road is already fully funded (through the’'NZ Upgrade programme) and there is no link to faster construction. The revenue is
for maintenance (in perpetuity), Public suppert.forithe proposed toll was approximately 20 percent.

* If the decision to toll the«oad is reversed; then‘maintenance revenue will need to come from the NLTF.

You will likely receiverothertolling proposals

«  You will also likely receive other télling proposals — for example, Otaki to North of Levin and Takitimu North Stage One in
Tauranga. We willadvise you_ on these proposals to aid your decision-making.

Medium term‘@pportunities and choices

There aressomeichallenges in the tolling system

+ |, "W\/e are keen(to discuss your objectives and thinking about the role of tolling. In terms of priorities for reform, there are some
things you may.wish to consider:

Existing policy settings are strained: Currently, tolling policy focuses on providing a supplementary source of revenue
te.accelerate the construction of new roads that would otherwise be delayed. Tolling, coupled with financing, has
previously played an integral role in the business case for a road. However, there is interest in using tolls as an additional
revenue source, even when the construction costs of the road are fully funded.

Administrative costs are an ongoing issue: The necessary systems to support tolling consume a relatively high
portion of overall revenue. Exploring opportunities for efficiencies may be beneficial.

Selecting the right roads for tolling is critical: Focusing on roads with high traffic volumes that offer substantial travel
time savings is often key to the success of a toll road project. Tolling roads with relatively low traffic volumes and offering
only marginal time savings generally do not provide good value for money and can undermine project benefits.

Scope for legislative alignment exists: There are three sets of tolling provisions in New Zealand legislation, but only
the LTMA provisions are used. We may be able to simplify the system and make tolling more attractive by designing one
comprehensive set of provisions.

Local authorities do not use the current system: The legislation allows tolling on local roads and State Highways, but
some regional/local attempts have not been successful. Takitimu Drive in Tauranga is an example (more information on
the next page).

« Road pricing encompasses a broad range of tools that can vary depending on the objectives. We are interested in discussing
your road pricing priorities and highlighting potential enabling and streamlining legislative opportunities (e.g., the need for new
congestion charging legislation, and/or the possibility of extending current tolling framework).



Northern Gateway: In 2005, the Crown loaned $158 million
to supplement funds available for the project in the National
Land Transport Fund ($180 million), enabling the project's
construction to be accelerated by ten years. Tolling was
introduced to repay the Crown loan.

In 2021/22, the total loan balance (including interest)
amounted to $204 million, with the total toll revenue collected
since 2009 being $115 million. During 2021/22, toll revenue
reached $9.9 million (excluding GST), while approximately
$4.2 million was collected to pay for administration. Interest
costs on the loan amounted to $5.9 million, with an interest
rate of 2.85 percent.

The tolling equipment and setup costs accounted for $28
million.

The road spans a length of 7.5 kilometres, with tolls setjat
$2.60 for a light vehicle and $5.20 for a heavy vehigle for a
one-way journey. The road, when untolled, had a benefit-cost
ratio (BCR) of 2.05. Implementing tolls on the road resulted in
a BCR ranging from 1.4 to 1.7, with the reduction primarily
attributed to increased costs associated with the tolling
infrastructure and a decrease in benefits due to traffic
diversion.

Tauranga Eastern/Link: In 2010,"Waka Kotahi borrowed
$107 millionsfrom the Crowr to/expedite the construction by
approximately seven years; and tolling was implemented as a
means to répay the loan.

During 2021/22, tell'fevenue amounted to around $5.5
million,"with anradditional $2.6 million collected to cover
admainistration,costs. The interest costs on the loan reached
$4.8 million, and the loan balance remains at $107 million.

The'expenses associated with tolling equipment and setup
totalled $19 million.

The road stretches over 23 kilometres, with tolls set at $2.30
for a light vehicle and $5.60 for a heavy vehicle for a one-way
trip.

When untolled, the road had a BCR ranging from 1.7 to 2.2.
The introduction of tolls on the road resulted in a BCR of 1.4.

Takitimu Drive in Tauranga (also known as Route K): In
2003, the Tauranga City Council borrowed funds to construct
the road as a toll road, incurring a cost of $44 million. Initially,
a manual collection system was in place, but the revenue
collected did not cover the collection and financing costs of
the road.

In 2015, approximately $65 million from the National Land
Transport Fund was used to acquire the road, including the
interest on the loan, from the Tauranga City Council. The
revenue generated from tolls is being used to reimburse the
National Land Transport Fund for the road's purchase.

During 2021/22, toll revenue amounted to approximately $6.4
million per year, with $3.2 million allocated for administrative
expenses. Waka Kotahi's setup costs, which included
electronic tolling equipment, amounted to $6 million.

The road spans a length of 6.8 kilometres, with toll rates set
at $2.10 for a light vehicle and $5.40 for a heavy vehicle for a
one-way journey. Public reports suggest that when the road
was initially constructed it had a BCR below 1.



o Immediate issues and decisions required
What it is _ _ _ _
@ Light EVs are set to become subject to RUC in 2024 ,'and heavy'EVs in 2026

Road User Charges are distance, weight

and axle-based charges paid by all

vehicles not subject to fuel excise duty

(currently, heavy and non-petrol-powered

vehicles). « The current exemption for Heavy EVs expires on"31sDecember. 2025, You can decide whether this RUC exemption extension should go
ahead.

+ Light EVs will become subject to RUC on 1 April 2024, which*we note is Easter weekend. We expect bringing light EVs into RUC will
generate approximately $55-86 million in the first 12dmonths after the.end-of the exemption.

Financial cost recovery is the focus of the
road user charges system.

Q Risks
@ Revenue Statement ‘ » We consider that most light EVs weighing less'than one tonne should pay RUC. While this is the right choice, there is a risk that some

of these vehicles (mopeds, snotorcycles) will facé much higher costs that their petrol counterparts. We consider any market distortion
risk to be low, as there aré very few of these, vehicles in New Zealand and purchase costs aur currently a much higher barrier.

» There is also a risk that seme’of these vehicles weighing less than one tonne are not fitted with distance recorders (odometers)
meaning that RUC canfot be assessed and collected accurately. We are investigating this issue with Waka Kotahi to determine the

As RUC is based on distance travelled it is .
size of any problem,

a more sustainable revenue source
compared to taxes based on fuel use (like + When the exemption endsg#plug-in-hybrid vehicles (PHEVs) will be liable for both RUC and excise duty on any petrol purchased. In
excise) the interim, ewners will be abile to claim refunds for excise duty, which is a manual and time-consuming process. We propose to

, . amend the Road Useri€Gharges Act 2012 to enable a partial rate to be established and remove the ability to claim refunds. You have
In the 2021/22 financial year RUC indicated i i this ch flv to h th ial rate in ol before 1 April 2024
contributed $1.9 billion in revenue to the indicated awwillingness, toyprogress this change urgently to have the partial rate in place before 1 Apri :

NLTF out of a total of $4.2 billion in
revenue. Of this, 800,000 light RUC Potentia| broader Changes

vehicles contributed $700 million, while
190,000 heavy vehicles (including trailers . .
towed by heavy vehicles) contributed $1.2 @ Movmg all,vehicles to RUC

billion. Administration and collection fees « Revenué from fuel excise duty will start to erode from the uptake of petrol hybrid and more fuel-efficient petrol vehicles.

are approximately 1.3 percent of revenue. » WWe are proving you with separate advice on moving all vehicles to RUC. If RUC is going to apply to everybody, then we need to look at
whether it is sufficiently flexible and enabling. We could look at:
Status Of th|S tool — Whether the current RUC system supports a future where RUC applies to everyone. Currently, the RUC system is focused on
charging vehicles to recover financial costs but not broader externality costs.

— Whether the Act is flexible enough and whether there are ways to make it more user-friendly for light vehicle owners.

The proportion of the fleet subject to road — Advanced electronic RUC systems
user charges is growing, and with the

uptake of battery electric vehicles it is
anticipated much of the fleet will be
paying RUC in the future.



Matters consulted on @ Proposed changes @ Potential Issues

In early 2022, we consulted on a range of possible * Removing the current requirements to display or carry alRUC label  \Removing the requirement to display or carry RUC labels

changes to RUC System: — reducing overall costs to administer RUC. ' will modernise the system, but requires substantial IT

Including EVs in the RUC system - Giving NZTA the ability to use historical RUC ratesfor a RUC | updates

Different elements of this were consulted on, with general assessment, broader discretion in RUC assessments review, and Waka Kotahi and Police support removing the requirement for

understanding that users of the roads should help pay. better access to third party records — to impr@vesenforcement labels but are concerned that in the absence of an online
actions. system that allows the verification of RUC status, enforcement

Using RUC to recover external costs will be jeopardised.

This included potential changes to allow RUC rates to » To transition compressed natural gas andiiquefied petroleum gas
recover costs not directly related to the construction and powered vehicles into the RUC system.=to remove the refund This digital improvement needs to occur before the label
maintenance of infrastructure. Examples of this include administration currently required. display requirement is removed. This will cost approximately
the cost of emissions. - Exempting vehicles travelling for'Cerfificate.of Fitness purposes $7.5 million.
Improving the RUC system from paying RUC becausg‘these vehicles are mostly used off-road. Some of the proposals included in the Bill were met with
This was a range of proposed improvements to the « Amending Road User €harges Regulations\to: negative responses from the sector.
functioning of the RUC system, focused on improving the + Realign some RUCweight bandsithat became distorted when The proposal to widen Waka Kotahi’s access to third party
collection and administration of RUC and the use of RUC the Vehicle Dimensions and Mass‘Rule was changed in 2017 records was opposed by some in the sector. We believe the
to influence the national vehicle fleet. and remove.somge _goncessiomtype licences. proposal’s improvements to audit accuracy and RUC collection
Technical amendments to the Act + Amend the RUCrrates forthe adjusted bands so they are justify progressing it — limited to information that already exists.
A range of technical or operationally focused changes to proportional to other set rates. _
improve the administration of the RUC system. + simplify‘the/definitiomofall-terrain cranes and remove their RUC
exemption.

More information on these is in the report-back of R
submissions.
[U" U

Next steps Qtivey

1. Drafting of the Bill.
2.NZTA to commence its communications.



@ What it is

Congestion charging is a road pricing tool that
introduces a charge to travel on certain parts of the road
network, only at congested times.

This encourages people to change the time or mode of
their travel.

It is used in a handful of cities around the world,
including London, Stockholm, and Singapore.

@ Revenue Statement

The primary benefit of this tool is reducing congestion
and increasing travel time reliability.

This means that it is not that effective at raising large
amounts of revenue, and it isn’t a reliable lever for
revenue gain.

As the draft Bill isproposed, revenue will be a local
council funding source.

The Congestion Question project estimated that putting
a cordon charge around Auckland city centre would
raise approximately $20 million per year.

Status of this tool

There is a draft Congestion Charging Bill available.

The new legislation would set the parameters of a
congestion charging scheme and enable further design
work by councils (with input from the Ministry).

Note these indicative timeframes would be extended if
the Bill requires change.

Cabinet processes LTMA 2003

Potential impacts on GPS24 to GRS27

Short term issues & decisions required
@ As it stands now, congestion charging revenue will not centribute to the NLTF (and therefore GPS funding). It may
contribute to local share/local projects.lt can also help{reduce the need for more infrastructure/spend.

Q Priority decisions on the/draft legislation

If you wish to enable congestion,charging iniNew:Zealand, there is a draft Bill available. Changes could be made to
the BiIll, including:

+ What the revenue cafibe-used for« the draft Bill currently limits this to ‘operational costs and activities that
mitigate inequitable @utecomes.sXou may wish to broaden this to cover all transport activities.

Longer-term agtivities
@ Ar Auckland congestion charging scheme could be the first one considered

Aucklandeouncil are the furthest along in their thinking about “time-of-use” charging. Other councils (including
Tauranga, Wellington and Queenstown) have also expressed interest in road pricing generally.

\Weyare interested in discussing your road pricing priorities and highlighting potential enabling and streamlining
legislative opportunities (e.g., the need for new congestion charging legislation, and/or the possibility of extending
current tolling framework).

Select Committee  Second and Third  Congestion
Amendment Bill process (usually Readings Charging
introduced to the ~six months) amendment Bill
House passed/Royal
Assent

Proposals

developed by
councils, with
Ministry input.

Implementation
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Action Plan tO refO rm the Ia nd tra nSpO rt revenue System ~ ensuring that right tools are in place to fund the system and we have a revenue system that

provides certainty and sustainability to meet reasonable funding needs.

What is the Action Plan?

Land transport is a critical economic enabler ensuring that people and goods can move efficiently and safely, connecting
people with both economic and social opportunities. Efficient investment in our land transport system is critical to
supporting economic growth and optimisation of the existing networks and services to deliver an appropriate level of
service for users.

Our revenue system was designed over 30 years ago. As the main beneficiaries, road users contribute much of the cost of
maintaining and building roads through taxes on petrol and road user charges on diesel and heavy vehicles. This system

has provided a stable and increasing stream of revenue as the population has grown and as vehicle kilometres travelledz
This Action Plan aims to reform the land transport revenue system to ensure sustainable revenue to enable delive h
Government's land transport investment agenda, designed to boost economic growth and productivity, resi@

The Government has made the following commitments in@ i

reliability, and safety.

has increased. Property owners also contribute to the cost of the system to reflect some local costs and benefits.
nt \
land transport revenue tools:

* Institute long-term city and regional infrastructure deals, allowing PPPs, tolling and%@re too@i

infrastructure.
»  Work to replace fuel excise taxes with electronic road user charging for all vehiéles,_stagifig with 4@ j icles.
»  Work with Auckland Council to implement time of use road charging to reducé€ongestion gaesniRrove travel time

i Vel
S

ion Gover

Work underway

Transitioning EVs and plug-in hybrids to RUC is the first step i

vehicles into the RUC system. This transition is about fairn iy,
the upkeep of NZ's roads.

s commitment to bring all

enguring that"all road users are contributing to

\/

NOT GOVT POLICY — BUDGET SENSITIVE

Purpose of the land transport revenue system

(knd effectively raise revenue in an

, and equitable way.

We propose that:

* The primary purpose is

ificentivise efficient and safe use of the land
g through making the best use of existing

End state — reformed land transport revenue
system

ophisticated nation-wide time and location
land transport charging system

An electronic charge could also enable real time and location charging, so
charges could better reflect the additional costs of road usage such as
congestion. We would need to move the entire vehicle fleet onto an electronic
system before charging based on time and location of vehicle use. Therefore,
accelerating the shift to a universal electronic system is a key component to
progress to more sophisticated road, or broader land transport, charging in the
future.

Ensuring appropriate institutional
arrangements

For example, (but not limited to):

+ there are choices regarding ‘'who pays for what' — For example: based on
national benefits, regional benefits, local benefits, private/business benefits

 additional use of financing will require greater certainty over a longer-term
pipeline of projects

* who manages a sophisticated nation-wide time and location land transport
charging system.

Considerations

It will be important to ensure that the use of any transitional revenue tools and
electronic systems do not crowd out or delay broader, longer-term reforms. A
proliferation of bespoke digital systems could move us further away from the end
state.

At a network level, how do different tools integrate and/or overlap? E.g. What
does this mean for users of the system and for Government's ability to increase
RUC?



NOT GOVT POLICY — BUDGET SENSITIVE

Action Plan tO refO m the Ia nd tra nSpO I‘t revenue System = ensuring that the right tools are in place to fund the system and we have a revenue system that

provides certainty and sustainability to meet reasonable funding needs.
The Ministry will need to provide you with joined up advice on two fronts:

ensuring that the revenue system reflects the objectives set out above, and
On the investment side: prioritising and sequencing investment so that what is invested in meets Government's objectives, is affordable and can be delivered.

The Ministry will also need to give advice on cost management and efficiency so that limited funds are put to their best use,

2024 2025 2026

Full transition into RUC
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Action Plan - initial questions

* Are you comfortable the positioning of and timeframes within of “the Action Plan"?

» Are you open to a phased approached to moving all vehicles to e-RUC? E.g. 1. move to RUC, 2. move to e-RUC.
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4 MINISTRY OF TRANSPORT

15 February 2024 0C240093
Hon Simeon Brown Action required by:
Minister of Transport Monday, 19 February 2024

FLEET-WIDE TRANSITION TO ROAD USER CHARGES

Purpose Q;I/

To respond to your request for advice on making a commitment to transition the f oad

user charges (RUC) and the timing of the transition. % &

Key points

e Accelerating the transition to distance-based cha
land transport funding system

e Cabinet has directed you to report back onithe fleéﬁje transition to RUC, which
presents an opportunity to seek in comr?en to the transition and to confirm
ti

expectations around timing. P rticulati meframe for implementing a fleet-
wide transition would provid ity and eertainty to the public around what will be a

significant system change /

IN CONFIDENCE
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Recommendations

We recommend you:

David Wood 05 ﬁ(ﬁlgimeon Brown

DCE, Investment & Monitoring ister of Transport

Q & E ..... /... /...
Minister’s office to complet%% A @G’ O Declined
@; @by Minister [0 Not seen by Minister

Overtaken by events

Comments Q&

Telephone First contact
David Wood, DCE, Investment & Monitoring

Matt Skinner, Manager, Revenue

IN CONFIDENCE
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FLEET-WIDE TRANSITION TO ROAD USER CHARGES

There are a range of key benefits in a ﬂe

early move, including improving the

first step towards a more sophlstlc te tem y%could include time and location
charging in the future. In addition u alm her jurisdictions, we have a RUC
system that is likely capable c g o@ and weight-based charging at a

fleet-wide level.
4 The Road User Charg ol(e) |es a clear framework and can be amended
i (primarily light petrol vehicles)

0 RUC which support an
Je system, and making a

system (currently functional for around 1 million vehicles)

Ie scaled to bring in an additional 3.7 million vehicles. Key
nting the transition to RUC include:

5 It is less«clea
is op@m
challenges |n

51 co

O

5.2 customer service — the existing RUC system and platform require
improvements to efficiently handle increased user volumes and ensure a
positive user experience. Improving and scaling up NZTA's customer service
and support systems will help ensure the system can deal with larger volumes.

IN CONFIDENCE
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administrative costs of the RUC system — currently, RUC administration
costs approximately $30 million per year to administer, borne by users through
transaction fees (e.g. $12.44 admin fee for an online purchase). While
economies of scale might exist, identifying and achieving them beforehand is
vital to minimise transition costs.

IN CONFIDENCE
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17 We ¢ u prog®work in this area. Upcoming work and advice will include:
171 supporti\Ee passage of legislation shifting electric vehicles to RUC

17.2 e at we learn from the electric vehicle transition to RUC, to ensure a
oth and well-planned approach for the fleet-wide transition

dvising you on the potential scope, purpose, and membership of the Expert
Land Transport Revenue Reference Group

17.4 working with the NZTA to confirm a programme of work and scope system
change processes to support the fleet-wide transition.

IN CONFIDENCE
Page 6 of 6



Document 5

IN CONFIDENCE

28 February 2024 0C240150

Hon Simeon Brown
Minister of Transport

MEETING WITH THE NEW ZEALAND INITIATIVE

Snapshot (l/
The New Zealand Initiative (the Initiative) has asked to meet with you to discuss ro
charging PuteiSeope " The meeting provides you th@rtunit her
explore these issues.

Time and date 4pm, 29 February 2024 Q~ C)

Venue EWS5.1, Beehive @ ;

Attendees Oliver Hartwich, ExecutE ctoros

Officials attending  Matt Skinner, Min% Tran;@\
S

Road user ¢

Agenda

Talking points

Contacts

‘ Telephone ‘ First contact

IN CONFIDENCE
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MEETING WITH THE NEW ZEALAND INITIATIVE

Key points
e The Initiative:

o wants to talk to you about charging drivers based on the distance they travel (road
user charging). They might also offer to invite you to speak at one of their
corporate lunches to discuss these topics.

o think it is fairer to charge drivers based on how far they travel than to charge them
based on fuel use. They also think electric vehicles should pay road user charges,
and supported the ending of the electric vehicle exemption.

o S9)Nv) \O \'J
x‘z\ A

e The annex contains potential talking points. In preparing, this briefing we eéngaged with
the Department of Internal Affairs (local government)‘@and-the Ministry, 6f Business,
Innovation and Employment (energy markets).

Road User Charging

1 The Initiative has generally supported,.the use.of road user charges (RUC). Much of
their work has focused on advocating for distance-based and location-based charging
to manage congestion and/0optimise network throughput. Their work has highlighted
the role that price can play if influencing demand and network use.

2 New Zealand's RUC\system is based on distance and weight, currently excluding
time- or locationsbased elements. Recent work on time and location charging has
focused on charging’trips onparts of the network utilising camera technology known
as Automatic,Number Plate Recognition (ANPR) in Auckland.

3 Using?ANPRR for congestion charging is less expensive than electronic tracking using
a combination of GPS and cell networks that would be required for electronic RUC
(no in-vehiclerdevice is needed) but is less scalable. ANPR avoids issues with out-of-
region vehicles lacking devices entering charging zones but cannot be scaled up to all
trips by all vehicles across the country.

4 Thenitiative, in submissions to Select Committees and media interviews, has
generally viewed RUC as a fairer and more equitable way to raise revenue for
transport than fuel taxes. This is because distance charges ensure users contribute
based on actual road use, not fuel consumption. They also support extending RUC to
electric vehicles (EVs), arguing that EVs should contribute to road transport costs like
other road users. They emphasise that exempting EVs from RUC, and the potential
wholesale uptake of EVs, would risk the financial sustainability of the National Land
Transport Fund.

5 The Initiative currently has some work underway exploring broader use of road user
charging, which you could ask about (see the annex).

IN CONFIDENCE
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Dr Oliver Harthwich, Executive Director, NZ Initiative

Before joining the Initiative, Oliver was a Research Fellow at the Centre
for Independent Studies in Sydney, the Chief Economist at Policy
Exchange in London, and an advisor in the UK House of Lords. Oliver
holds a Master’s degree in Economics and Business administration and
a PhD in Law from Bochum University in Germany.
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Annex 1: Talking Points

MEETING WITH THE NEW ZEALAND INITIATIVE
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*  MARKET-LED AND TECHNOLOGY-ENABLED SYSTEM:
*  Currently, the uptake of the eRUC by light vehicle owners is , primarily due to cost.
*  The eRUC market will need to develop and provide affor utions for private motorists.
* Regulatory changes could enable cost-gffective optio@%

as removing the requirement to dis ieence. \

*  Would you support regulatorK fos&arket innovation?
*  TRANSITIONAL SYSTEM: Yg)
*  The manual RUC sy is,being used totransition electric vehicles into RUC and is used by

ith i ents, could serve as an interim solution if market
a .

er to the light vehicle fleet, such

kly and eRUC remains costly for private motorists.

* Do you see ajmanual sys playing a role in the transition of all vehicles to RUC?

system needs improvements to support a larger number of light vehicles

\?~V° DESIGN PRINCIPLES AND TRADE-OFFS:

*  Clear principles for designing transition options are crucial.

* There are likely trade-offs between speed of implementation, quality of customer experience
and compliance.

*  What principles should guide the design of a system, and is there a preference for speed over
customer experience and ensuring compliance?



Transition full fleet to Road User Charges — high level strategic choices

Strategic approach Implementation timeframe Compliance tools Customer experience

s 9(2)(D(iv)




Key considerations

Challenges exacerbated by transitioning into the existing system Technology opportunities

. User experience: Big shift for road users moving from an “invisible” tax at the pump to
one where they have to pre-purchase in affordable increments. The relatively high cost
of the current administrative charges (which is paid per transaction) dissuades smaller
purchases of RUC and will disproportionately impact those who can only afford to buy
one unit (1,000 kilometres) each time.

. Revenue leakage: There will be a risk to revenue unless significant changes are ‘
implemented to support compliance and revenue collection. The current system lacks g
incentives to comply and NZTA’s current debt management abilities are limited. For Q

example, our main compliance tools are sending invoices and calling customers. Existing
legal interventions are not cost-effective given the limited amounts outstanding per
customer. 0

. Operational feasibility: Fleetwide transition of an additional 3.2 million vehicles is ?\
estimated to require NZTA issuing an extra 7 million RUC licences annually g @

(approximately two per year per vehicle). Our debt management processes a ansal-
er.

heavy processes and will require a significant increase in staff numbers to%

Additional actions require

Additional questions

. Given the options are there any elements or components of these approaches
that you see as desirable for the transition?

- L . . . . What are your priorities for the transition?
. A significant communications campaign will be required: Th

would need to be expanded considerably compared%

@’ﬂ nications approach
j UC. There would also

. i i i ?
Runications to reach all What are your expectations for options for the June Cabinet paper®

need to be a strong focus on engagement and t

ailo
communities. g
. New funding will be required for other activi t FED currently funds: Funding for
activities under section 9(1) of the Land Trans Management Act 2003, such as
search and rescue and recreational boating activities, as well as the ACC motor vehicle
account funding, would need to be resolved.



IN CONFIDENCE Document 7

kg 1e manatO waka
208

19 April 2024 0C240243
Hon Simeon Brown Action required by:
Minister of Transport Monday, 22 April 2024

FLEET-WIDE TRANSITION TO RUC FOR JUNE 2024 REPORT BACK

Purpose

paper outlines the work to improve the land transport revenue system and seeks your
confirmation on the content related to the transition of vehicles to read user gharges as part
of the broader revenue reform work.

Key points

e Cabinet has invited you to report back on work to improve the fand transport revenue
system. The proposed report back will focus onttransitioning/all vehicles to paying road
user charges (RUC) and explaining the, rationale fof this transition, but also set out your
broader land transport revenue reform agenda.

e We suggest that the report also outliries the:wark required to improve the RUC system for
the transition of all vehiclesf Japdary 2027, %0

AP
.0

e Work will continue enabling the.development of an electronic, market-led RUC system
that provides©ptions for private,motorists and as alternative to the NZTA-administered
RUC systefmy This work will be based on the assumption that a fully mature, cost-
effective eRUC system_issuhlikely to be widely available for private motorists by January
2027, but that the‘regulatory system needs to be designed in a way that will facilitate a
market led evolution ‘of the system through time.

. s9(2)(f)(2 Q\'

e Feedback is sought on the proposed content (as set out in this briefing) for the report
back to Cabinet in June 2024. Further consultations are planned with Infrastructure and
Investment Ministers and cross-party or ministerial stakeholders.

IN CONFIDENCE
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Recommendations

We recommend you:

1. agree a Cabinet paper be prepared for consideration by Cabinet Economic

Policy Committee on 26 June 2024 Yes / No
2. note that we will provide you a draft of the Cabinet paper on 22 May 2024
3. agree the draft Cabinet paper will outline:
a) your overall view on transport funding and the proposed revenue work
programme Yes,/ No
b) work underway to increase revenue to fund the Government Policy
Statement on land transport 2024 (GPS 2024), reform tolling and move
the rest of the fleet to road user charges (RUC) Yes / No
c) the transition date for the fleet to RUC in January 2027 Yes / No
d) e) vyour preference to proceed with Option,2 (upgrade current'system, as
outlined in Annex 1) while facilitating the transition to a‘technology-based
RUC system over time Yes / No
i 4
REECUD y ,&\\J
f) @{ > ; Q
SV &
4. discuss this papér with officialsatthe next revenue workshop Yes /No
i, M
- {1\"\-\"
David Woad Chris Bunny
Deputy-Chief Executive, Investment Group General Manager, System
and Monitoring, Ministry of Transport Leadership, NZ Transport Agency

Hon Simeon Brown
Minister of Transport

IN CONFIDENCE
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Minister’s office to complete: 0 Approved [0 Declined
[0 Seen by Minister [0 Not seen by Minister
[J Overtaken by events

Comments

Contacts

Telephone First contact

Matthew Ski s 9(2)(a)

Transport \
David Wood, Deputy Ri'ef Executive, Investment and
i f Transport

Monitoring, Q
Amy Mo ad; National Manager, Policy, System
Lead i Z Transport Agency

Chrisburfny, General Manager, System Leadership,
NZ Transport Agency

IN CONFIDENCE
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FLEET-WIDE TRANSITION TO RUC FOR JUNE 2024 REPORT BACK

You are reporting back to Cabinet on land transport revenue reform in June

1

When you released the draft Government Policy Statement on land transport 2024-34
(draft GPS 2024) for engagement, Cabinet invited you to report back on proposals to
improve the land transport revenue system (CAB-24-MIN-0057 refers).

This paper seeks your agreement on key matters to be addressed in the Cabinet
paper, primarily the content relating to road vehicles moving from fuel excise duty
(FED) to road user charges (RUC). This paper elaborates on two workshops where
we discussed the transition of the fleet to RUC and your broader views on transport
infrastructure funding.

Your view about the funding of land transport infrastructure and work
underway

3

We understand your general view is that funding fof transport infrastructure should
come from a combination of:

3.1 direct charges — charges paid by usérs ‘of the infrastrueture. Currently, both
FED and RUC have elements of a direet/user ¢harge; as does tolling.

3.2 indirect charges — charges paid by beneficiaries of the roading network who
may not be direct users but benefit fromtheir proximity to the infrastructure,
such as those who own‘landinear a transport infrastructure (for example, value
capture). This has sifilarities to_cutrent local government rates.

Your view was that a.combination”ofithese charges should minimise the role of the
Crown in funding,infrastructure’ and mean infrastructure is almost self-funding. If the
Crown has to contribute, it shedld only be for capital and not for ongoing operational
expenditure, To deliver thisyyou have commissioned work to:

4.1 inCreasé revenue to deliver GPS, implementing a $25 increase to the Motor
Vehicle Licencesfee on 1 January 2025 and 1 January 2026, as well as FED
and RUG,in¢reases from 2027

4.2 reform.road tolling settings to improve the cost-effectiveness of the tolling
system and review legislative settings to improve the viability of proposed tolling
schemes

4.3/ transition the rest of the vehicle to RUC, which is the focus of this paper

4.4 establish an expert revenue advisory group, comprised of external road
pricing, technology, and economic experts to advise on system reform.

We propose the Cabinet paper in June sets out the above work in addition to your
overall view on how transport projects should be funded. A key part of the Cabinet
paper will be outlining work to transition the fleet to RUC.

Alongside the work outlined under paragraph 4, you are progressing legislative
proposals to enable time-of-use charging [briefing OC240307 refers]. You have

IN CONFIDENCE
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indicated this tool should focus on network efficiency, as opposed to revenue
qatherinq. Out of Scope

We propose the June Cabinet paper make reference to the Cabinet decisions you will
seek in May and for time-of-use charging to be progressed as part of the revenue
reform package. Although not strictly a revenue tool, we consider it sensible for
Cabinet to have visibility of all tools that will have a financial impact on road users.

Work is underway to transition the fleet to RUC

8

10

The ACT-National coalition agreement commits to work on RUC for all vehicles so
that all motorists pay the same amount to use the road based on distance and weight
rather than the type of fuel that powers their vehicle's engine.

We propose that the Cabinet paper sets out:

9.1 the rationale for transitioning the fleet to RUC
9.2 key features of the initial RUC system

9.3 funding requirements

9.4 longer term transition to a market=led‘technology enabled RUC system, and to
work to facilitate its development:

You have indicated you woulddike,us to wark'up‘what would need to be in place for a
fleetwide transition to RUC on hJanuary.202% > We will provide you with further advice
on whether this particular,date would/4e appropriate for implementation, considering
potential challenges such”as the factthat it falls on a public holiday.

Key rationale for transitioning\the fleet to RUC is to improve the sustainability
and fairness of ourjand transport revenue system

11

12

13

14

Your rationale for transitioning the fleet to RUC is to enhance the long-term
sustainability of oupland transport revenue system and provide payers with more
visibility of hew their contribution to land transport investment is spent.

Our lapd transport revenue system currently operates a dual model, consisting of
RUCand FED. RUC rates are set by weight and distance, whereas FED is calculated
based on the quantity of fuel consumed. Both mechanisms aim to generate revenue
for transport expenditure, broadly reflecting usage. Distance-based charges are a
more accurate measure of usage compared to volume or litres-based charges due to
variances in fuel efficiencies of petrol vehicles.

The number of light RUC vehicles has been increasing and will continue to do so as
more people switch to electric vehicles (EVs). Despite this shift towards RUC, most
vehicles (around 75 percent of the fleet) are still paying FED.

Our revenue forecasts suggest that FED revenue will decrease from 2028. The
erosion of excise duty is due to the adoption of more efficient petrol vehicles and EVs.
The shift to EVs will result in increased RUC revenue. However, to mitigate revenue

IN CONFIDENCE
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lost through improved fuel efficiency, FED will need to be increase, which will further
increase the variance in charges paid for efficient and inefficient petrol vehicles.

Transitioning the fleet into the current manual RUC system is likely to be challenging

17

The existing RUC system is highly manual, §9(2)®v)

, and few user features thatimany customers.would expect from a modern

payment system. The key issues with the‘existing, system are:

171

17.2

17.3

user acceptability. Purchasing RUG\can be easily forgotten or may not be

budgeted for, resulting in hoh-complianee, lost revenue, and debt/write-offs.
Compliance is primarily echecked during warrant of fithess inspections, which
poses particular challenges.for low-income households.

compliance /ARUC comipliance for registered light vehicles is currently around
95 percent but'NZTA censiders this is likely to decrease with a fleet-wide
transitiominto RUG, (hon-compliance involves write-offs of RUC debt from
registered vehicles).In addition to non-compliance, there is an issue of revenue
leakage from nensregistered vehicles. We are planning to manage and mitigate
these risks through improvements to our compliance and investigation systems.
The plannedcost-benefit analysis will provide more detail around the potential
scale‘ef revenue lost due to non-compliance and leakage.

administration. Adding 3.5 million additional vehicles into the RUC system (as
it is currently configured) will require significant resources changes.® %2Om)

Upgrade to manual RUC system can improve user acceptability, compliance and
administration for January 2027

18

We recommend the Cabinet paper outline that transitioning the fleet onto the existing
system would be unlikely to meet your revenue sustainability objectives. Investing in a

IN CONFIDENCE
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package of upgrades to the RUC system would deliver a significantly improved
system that would ensure the fleetwide transition is successful.

We have developed three, high-level strategic options to transition the fleet, which
aim to address the issues with the current manual-based system outlined above.

_ The main difference between each of these

options is what improvements can be achieved for different implementation
timeframes and cost (see Annex 1 for more detail).

IN CONFIDENCE
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An electronic market-led RUC system could emerge providing options for road
users

32 Electronic systems can offer features such as recording distance, time, and location
of travel, and automatically renew or purchase a licence without driver intervention.
They could also facilitate the future implementation of smarter tolling and time-of-use
charging within the same system. A RUC system that is market-led and technology-
enabled could offer options that address the needs of a diverse group of road users.

IN CONFIDENCE
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A market-led and competitive delivery model for RUC would allow road users to
choose their preferred payment service provider. Such an approach draws on the
existing eRUC system, which operates alongside the current system. The current opt-
in eRUC enables the automatic administration and renewal of RUC licences,
mitigating the compliance risk and additional hassle associated with RUC.

IN CONFIDENCE
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Next steps in reporting back to Cabinet and progressing the transition

39

40

41

We are working to the timetable below for the paper to be considered by Cabinet
Economic Policy Cabinet Committee then Cabinet. .

Date Deliverable ‘
8 May 2024 Consideration by the Infrastructure and Investment Ministers Group
22 May 2024 Draft Cabinet paper provided to Minister

27-31 May 2024 Departmental consultation on draft Cabinet paper

3-14 June 2024 Ministerial & cross-party consultation on the draft Cabinet paper

17 June 2024 Final Cabinet paper (reflecting changes from consultation) n: l/

20 June 2024 Lodged for ECO

26 June 2024 ECO ~J
X/ N

1 July 2024 Cabinet confirmation

Beyond the first Cabinet paper, next steps in progréssing the transition include
finalising the system improvements and work programme for Cabinet’s agreed
implementation date, s9@)@(i) ~Ns _\"

We will also need to prepare a furthenpaper seeking, Cabinet’'s approval to progress
with the transition. This will require‘sufficient information to allow Cabinet to commit to
the transition, including a cost-benefit analysis ‘and regulatory impact statement,
specific details of the transitiony,and seek approval for legislative changes. Subject to
the direction and the scheme’design, itymay-require a two-stage legislative process,
with the first stage designed t6 maké,néeessary changes, and the second stage to
give effect to the outeceme-of NZTA's\system reform work.

IN CONFIDENCE
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Annex 1: Transition strategic choices

Transition full fleet to Road User Charges — high level strategic choices

Strategic approach

Scale existing system

Upgrade current system

MNew, purpose-built RUC
system

IN CONFIDENCE
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IThe status quo relies heavily on FED and RUC and localmates

Currently, our main land transport revenue-
generating tools. are:

*."Fuel excise duty: 70 cents per litre of petrol

«\“*Road user charges: $76 per 1,000 km for light
diesel and electric vehicles. Heavy vehicles are
subject to differentiated rates based on their
weight

Together, these two tools raise about $4 billion
per year for the National Land Transport Fund
(NLTF).






]'Total potential revenue from utilising all sources

SV

Potential tool Estimate of annual

revenue potential
a .

Shifting all vehicles to RUC

Each tool is further explained on S sxé slides, including the relevant assumptions. Many of the
charges (such as tolling) woul e an impact until new roads are completed.

A\

For many tools, the full level of reve utlined would not be utilised until circa 2035.

Each tool can potentially be szl\@ubject to willingness to set higher charge.

X



]'We have agreed to the GPS 2024 revenue package Q;l’
* Motor Vehicle Licencing increases \2\@ '\cz)
— two $25 increases to the Motor & &
Vehicle Licence in 2025 and 2026. C)
« FED and RUC increases — @3 S v
o a 12-cent per litre increase to - FQ O

FED in 2027 0 &\

o a 6-centincrease per litre in Q Q '
2028 Q/ Q
o annual ongoing increases of 4 ?\ O
cents per litre from 2029 @ Q
« Debt financing — $3.08 biIIio@

N
« Crown grants — $3.14 billion \?\
NG

+ Budget24 tagged continge
$1 billion

O



* Primary purpose: Transitioning vehicles
to RUC will ensure that everyone is
subject to a fair and modern charging
system, with options for future evolution.

* Raise slightly more revenue: The light
RUC rate is about 17% higher than the
average FED paid based on distance

travelled.

 RUC has compliance risks: Total RUG
revenue will depend heavily on the
robustness of the system and comgliance
as RUC is easier to evade than \
which could impact revenue.

* RUC has higher admin costs: Tol?y
RUC revenue could be impacte
higher admin costs (about 3- Q@‘
revenue, compared to less,than*0.1% for
FED).

nal revenue































Next steps — Cabinet paper proposing an action plan to improve our
land transport revenue system 30,
ND

In June, | will present a Cabinet paper to the Economic Polié\%@e. The paper will outline an
action plan to improve the land transport revenue syste@x: Y
d

1. Transitioning the Fleet to RUC: seeking agreeme ra
in the transition process,

ate, and outlining the next steps
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23 May 2024 0C240518
Hon Simeon Brown Action required by:
Minister of Transport Monday, 27 May 2024

LAND TRANSPORT REVENUE ACTION PLAN: DRAFT PAPER

Purpose

To provide you with a draft Cabinet paper setting out an Action Plario‘redesign and reform
the land transport revenue system. The draft Cabinet paper has/,been substantially redrafted
to take on board the feedback of the Revenue Expert Advisory Group.

Key points

e The attached Cabinet paper sets out an Actien'\Plah to redesign and reform the land
transport revenue system. We have worked=closely with'the New Zealand Transport
Agency (NZTA) to design the Action Plan."\We are kéen te discuss the paper with you at
the Transport Officials’ meeting during the.week of 27 May 2024.

e An earlier draft of the Cabinet paperwas shared with the Revenue Expert Advisory
Group, which provided feedback. It'was then redrafted based on this feedback. A
summary of the feedback is“attached.fer your information.

e The Action Plan includes ‘a rangé of matters, including moving the entire vehicle fleet into
the road user chargesy(RUC) system by 2027, Out of Scope

)Y N\~
AV
Nl Y
\Y
o Legislative change/will be required to deliver on many of these key actions. $9(2)@)(0)

RO
(I\ Out of Scope

P\

e You have indicated you wish to present the Action Plan to Cabinet for approval on 26
June 2024. The table below sets out a timeline for getting to Cabinet in this timeframe.
This leaves limited time for refinement, so we recommend that you consider the option of
deferring slightly to provide you with more time to discuss these matters further with your
Cabinet colleagues before presenting the paper.

o We are seeking your early feedback on this draft of the Cabinet paper. We will also
provide you with a paper setting out a revised policy design for time of use charging, for
consideration at the same meeting.

UNCLASSIFIED
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Step Date

Briefing to Minister 23 May 2024
Minister provides feedback 27 May 2024
Revised draft Cabinet paper to Minister 29 May 2024
Minister provides feedback 3 June 2024
Updated Cabinet paper to Minister 4 June 2024
Ministerial and departmental consultation 4-18 June 2024
Update paper from consultation 18 June 2024
Minister approves final paper 19 June 2024
Lodged 20 June 2024
ECO 26 June 2024
Cabinet 1 July 2024

Recommendations

We recommend you:

1 provide feedback on the attached draft of the Cahinet paper at the Transport
Officials' meeting during the week of 27 May 2024 Yes / No
2 note that officials will provide you with a_revised draft,(based on your feedback, for
further review on Wednesday 29 May 2024

Matt Skinner
Manager, Revenue

23/05/2024

Minister’s office to.Complete:

Comments

Contacts
Name

Brent Johnston, Chief of Staff

Hon Simeon Brown
Minister of Transport

O Approved I Declined

O Seen by Minister O Not seen by Minister

O Overtaken by events

' Telephone ' First contact

$9(2)(a)

Matt Skinner, Manager Revenue

v

Huan Lan Yap, Principal Adviser Revenue

UNCLASSIFIED
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LAND TRANSPORT REVENUE ACTION PLAN: DRAFT PAPER

New Zealand’s land transport revenue system is increasingly not fit-for-
purpose

1

Out of Scope

For a long time, New Zealand’s transport revenue system has been predominantly
based around fuel excise duty (FED) and road user charges (RUC). These two
funding tools have generated most of the revenue for investment in the transport
network. Other funding tools within the broader system include motor vehicle
registration and licensing fees, local revenue (mostly through rates).

This system is increasingly under strain, and in recent years, Crown grants and loafs
have been required to ensure that sufficient revenue is available. Increasing fuel
efficiency of petrol and hybrid vehicles also means that owners of similar vehicles that
use different fuels are often contributing different amounts to the/system, despite
giving rise to similar costs.

You have indicated a desire to raise additional revenue, as,well as making the
revenue system fairer (by ensuring as much as possible that users.pay the same
amount regardless of vehicle or fuel type where‘they give rise torthe same costs) and
more efficient. The first steps to realising this.geal have already happened, with the
expiry of the RUC exemption for light electric vehicles.on*l April 2024. Approximately
105,000 electric and hybrid vehicles are.nowrequired to purchase RUC licences.

Engagement with the’Expert Advisory Group

5

We shared anearly draft'@fthe Cabinet paper with the Expert Advisory Group, and
they provided us with substantial feedback. Based on the feedback received, the
Cabingt paper has undergone significant revisions. The group has provided a
summarised version, of’its feedback on the earlier version of the paper for your
consideration,alongside the updated paper.

We have prepared an Action Plan

6

The, Ministry of Transport (the Ministry) and the New Zealand Transport Agency
(NZTA) have worked closely together to prepare an Action Plan to accomplish your
goals. The Action Plan is focused on accomplishing four key actions within this term
of government:

Out of Scope
6.1 .

Out of Scope
6.2 .

UNCLASSIFIED
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Out of Scope

6.4 Transition all light vehicles from fuel tax to RUC. 2027 is the target date for
completing this transition, with Cabinet to confirm an implementation plan and
specific date later in 2024.

7 Alongside the Action Plan, we have provided two one-page documents setting out a
high-level overview of the work programme, objectives, and next steps. These are
intended to help you talk your colleagues through the work programme. They set out
the proposed approach for implementing the separate revenue tools individually to
begin with, but future-proofing the system in a way that will enable a move to
technology-based solutions that bring the tools together into a cohesive charging
system in the longer-term. These are currently illustrative and will need further.
updates in the coming weeks based on our initial discussions with you, and work that
we are doing with NZTA to better understand the next steps ferthe work programme.

You are scheduled to present the Action Plan to Cabinet'in June 2024

Out of Scope
8 p

9 Legislative change will b€ necessary’toimplement most of the actions, including
amendments to:

9.1 The RoaddUser Charges Act 2012 (and associated regulations) to bring all
vehicles into'the RUC system and implement improvements to that system.

9.2 The lland Transport Management Act 2003 to implement changes to the legal
framework for telling and enable time of use charging in New Zealand.

Out of Scope
10

11
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Land Transport Revenue Action Plan

For a fairer and more sustainable revenue system




Actions

Transition all light vehicles to RUC to
ensure the better allocation of costs and
enable future innovations like variable
road pricing.

Land Transport Revenue Action Plan
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13 June 2024 0C240635
Hon Simeon Brown Action required by:
Minister of Transport Monday, 17 June 2024

LAND TRANSPORT REVENUE ACTION PLAN: DRAFT CABINET
PAPER POST-CONSULTATION

This briefing accompanies a revised version of the Land Transport Revenue Action Plan
Cabinet paper following departmental consultation for your feedback:

Key points

1 We have completed departmental consultation on the draft Cabinet paper, which is
updated and attached. We received substantiahfeedback fream departments and
agencies and have largely incorporated it to align'with_the direction of the Action Plan.

2 Some feedback we received raises matters that areioutside the Action Plan or current
Cabinet decisions, and which we prepose to consider separately. Issues include the
allocation of funding and the balance between National Land Transport Fund (NLTF)
and local government funding for Iocal transport projects.

Revenue sufficiency will.remain a challenge

3 We understand from the development of the Government Policy Statement on land
transport 2024 (GPS 2024)-that‘your view is:

3.1 theymaintenance and operating costs of land transport at a minimum should be
self-funded-by Usérs and beneficiaries

3.2 where newtinfrastructure is not funded by the NLTF, financing or other private
sectorapproaches should be considered first, with future repayments funded by
foad users where possible

33, “the need for additional funding by the Crown should be reduced.

4 Departmental consultation raised concerns about whether the proposed actions in the
Action Plan would deliver enough revenue to reduce reliance on Crown funding. We
heard that the plan should also address how much revenue needs to be raised, in
addition to focussing on how the existing and new tools would raise revenue.

5 The additional tools, such as tolling and value capture, are likely to provide only
modest revenue at best, and the transitioning of the fleet to RUC is not primarily
about raising more revenue.

IN CONFIDENCE
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Despite the Action Plan, funding and revenue is likely to remain an ongoing
challenge. We have amended some language in the Cabinet paper to address this
concern raised by agencies. The Cabinet paper notes this initial work is to expand our
set of tools, and further work will be required through review of overall settings of the
tools (and rates) once they are in place, alongside consideration of future investment
settings. £ 220

Reviewing the framework relating to funding assistance rates

7

10

11

12

Feedback from the Treasury suggested including FAR within scope of the Action
Plan, given the setting of FAR directly impacts funding available for NZTA activities)

Local government receives NLTF funding for approved localland transport projects
(local roads, public transport, walking and cycling), while,New Zealand Transport
Agency (NZTA) projects (including State highways) are funded entirely by the NLTF.

The NLTF contribution towards a local project is,determined by the funding
assistance rate (FAR). FARs vary depending an Jocal ability to pay and needs. The
NZTA sets FARs based on criteria from the/Ministér of Transport. Criteria have been
set only once, in 2008.

The national average FAR is 53 percent; but it rangesiwidely for some smaller
councils, from 51 percent in major cities to 88+ percent in the Chatham Islands. Local
government has a strong interest in FAR rates{ Even small changes (in the order of 1
to 5 percent) will received copsiderable Serutiny and concern, given the direct impact
on expenditure and local'government rates. Local government typically seeks higher
FARSs to avoid raising rates, whileshigher FAR reduces the number of projects that
can receive NLTF,funding andscan put pressure on national priorities.

As FAR rates,a nota ‘revenue tool’ in that they do not generate national revenue, we
have not proposed a review,in the Action Plan. However, it is an important to consider
FAR when leoking at the full range of transport funding as it heavily influences how
much lecal'share.is required for transport and the incentives on local government to
ensure clear setting of priorities and revenue raising.

We have‘amended the Cabinet paper to indicate you will request advice on this
matterlas part of the early thinking on GPS 2027.

Reforming investment or allocation settings

13

14

Departmental feedback suggested a fundamental review of the framework and policy
settings guiding expenditure and the overall transport allocation system. Feedback
proposed examining how we select projects to fund, ensuring investment aspirations
align with forecast revenue, preventing project commitments from exceeding
construction sector capacity, and prioritising projects that balance benefits and costs.

Since these issues relate more to the investment or allocation system than revenue

settings, we recommend these are not addressed through the Revenue Action Plan

IN CONFIDENCE
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but instead as part of the ongoing improvement work signalled as part of GPS 2024,
including adopting a 10-year National Land Transport Programme.

The Action Plan proposes a challenging work programme in the current climate

15

16

Comments were received that the Action Plan presents a challenging work
programme, and that implementing some actions alone is likely to be extremely
difficult, especially given current cost of living pressures. There is a risk of adverse
public reaction to the proposed actions, particularly if they are perceived as imposing
new costs rather than just changing how existing costs are collected and distributed.

Many actions may increase costs for at least some households (even though they
might reduce them for others). A number of agencies provided feedback that cost
increases are likely to be disproportionately felt by specific population groups, (for
example, women, people with disabilities, and Pasifika). We‘have noted this,in‘the
relevant section of the Cabinet paper, and will engage withvrélevant population
agencies as the work outlined in the action plan progresses.

Communications

17

We have prepared a draft press release and,related eommunications material should
you wish to announce the Action Plan publicly. Public.communication, focusing on the
issues with the status quo, will likely bexessentialito build support for the reforms.

Next steps in finalising the paper

18

Below is an outline of next steps for, finalising and lodging the Cabinet paper. We will
provide your office withrtalking pointsifor ECO on 26 June 2024.

Step Date

Minister approves final paper 19 June 2024
Lodged 20 June 2024
ECO 26 June 2024
Cabinet 1 July 2024

IN CONFIDENCE
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We recommend you:

IN CONFIDENCE

1 agree that work reflecting departmental feedback on overall revenue sufficiency,
funding investment priorities, and reviewing funding assistance rates be
considered in a separate project, alongside future investment needs, once the
work on improving existing revenue tools is complete

2 provide feedback on the revised Cabinet paper and draft press release attached

3 note that officials will provide you with a final Cabinet paper for your approval on
Wednesday 19 June 2024 before lodgement on Thursday 20 June 2024

Matt Skinner
Manager, Revenue

13 /06 /2024

Minister’s office to complete:

Comments

Contacts

Yes / No

Hon Simeon Brown
Minister of Transport

O Approved [0 Declined
O Seen by Minister O Not seen by Minister

[, Overtaken'by events

| Neme ______________________________ Telephone First contact

Brent Johnston, Chief of Staff

s 9(2)(a)

Matt Skinner, Manager Revenue

v

Huan Lan Yap, Principal Adviser Revenue

IN CONFIDENCE
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BRIEFING
25 July 2024 0C240822
Hon Simeon Brown Action required by:
Minister of Transport 19 August 2024

PROACTIVE RELEASE OF LAND TRANSPORT REVENUE ACTION

PLAN (l/
Purpose q%

Seek your approval to publish the Cabinet Paper and associa %es o] Land
Transport Revenue Action Plan on the Ministry of Transport s
Key points

revenue work programme for this term of ek your permission to
release the Cabinet paper and minute rel n Plan at the time of your
announcement in the coming weeks. C requwe papers to be released no

later than 30 business days follow @ nal c% 9 August 2024).

e We propose to release as information from the Cabinet paper as
possible, withholding onl n de spects that are still under active consideration
and subject to future de s. Gi background briefings leading up to the Cabinet

e The Cabinet paper proposed for release outls ke nts of the land transport

paper include muc etai is still part of the policy development, we do not
propose to proa@{\(all lea at this stage.
o Key point st are |Imt0 be:
anS| e eret to road user charges (RUC) and why the specific date of

as chosen. Should questions arise, you could emphasise that
rrently a target to be confirmed in November 2024, subject to further
g and planning of work to improve the RUC system. The target date
Iances moving quickly on a Government priority and allowing time for the
necessary work to prepare for the transition

UNCLASSIFIED
Page 1 of 3



UNCLASSIFIED

e Aresponse to likely questions on the information proposed for release is that this is a
work programme, and the decisions so far are all subject to further advice and
consideration. In addition, you can refer to the establishment of the Stakeholder
Reference Group as an approach you are taking to ensure the views of industry and
public representative groups are considered as part of the policy development.

Recommendations

We recommend you:

1 approve the Ministry to publish the Revenue Action Plan Cabinet paper and Yes/No
associated minutes, with redactions as marked, on the Ministry’s website (]/

2 note that to meet the timeliness required by Cabinet Office circular 18(4), theq

documents must be published by 19 August 2024 Q\ '\

&>

p 4
Matt Skinner n '@Brown
Manager, Revenue \: Min @ Transport
25 /07 / 2024 0 /Qs ..... ...
Minister’s office to complete: @Qprov@ [J Declined
% S y Minister O Not seen by Minister

Comments

?‘ aken by events
N

Telephone First contact

Matt Skinner, Manager, Revenue

Brent Johnston, Chief of Staff

UNCLASSIFIED
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Annex 1: Documents proposed for the release on the Ministry of Transport
website

Doc | Date Title Type

#

1 1 July 2024 | Land Transport Cabinet
Revenue Action Paper
Plan

2 1 July 2024 | Minute of Committee
Decision: Land Minute
Transport
Revenue Action
Plan

3 8 July 2024 | Minute of Cabinet
Decision: Land Minute
Transport
Revenue Action
Plan

D
SIR\g
é’o‘*g
W
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NS
Building, funding, ar@%@taining the
roads of the future‘OQ N

N
Minister of Transport pre@% '
Building Nations Conf@“ce 4
4o
29 August 2024 =7 N,
N\'g
NS

X



I Ambitious programme to deliver the infrastructure we urgently need

« Significant pipeline of transport infrastructure.to tnlockjyeconomic growth and
productivity across New Zealand, including #7*Roads¢f National Significance.

« Fast-track legislation to ensure stable)pipeline of consented infrastructure
projects.

« Certainty to infrastructure’sector to develop and retain skills in New Zealand.

« $22 billion programme of‘ifivestment over next 3 years through GPS 2024.



I Our transport revenue system is under pressure

* Funding shortfall: We have not been collecting*encugh revenue and are
increasingly relying on Crown funding, not/usSers.and beneficiaries.

« Unfairness: Current system is based.on fuel consumption, not actual road usage.

* Under-utilised tools: Not alj-beneficiaries of infrastructure contribute to its cost,
and current tools do not optimisednetwork use.

* Funding disconnect: Usgrs don’t see where their money goes, and there is a
lack of transparency.



2024/25-2026/27 — additio Ing provided to deliver the expenditure committed to in GPS 2024.

2027/28-2033/32 — fu
funding will be needed

e Ise duty and road user charges rate increases provide more revenue, but more
lly deliver GPS 2024 commitments.



I How we are going to address these issues

We need to redesign and reform our revenue system to_prioritise’

Users and beneficiaries: Those who use or benefit shiould cover their costs.

Efficiency: Make the system efficient,and optimise use.

Revenue sufficiency: Raise enough révenue to improve and maintain the network.

Choice and competition:Providers users choice, and foster innovation.



I Cabinet has agreed to a Revenue Action Plan

Five key actions:

1. Increase to existing charges: The Motor VeHigele Licencing Fee is increasing $25 next
year and the year after. The first time in about 30years.

2. Time of use charging: Progress leGislation thArough the House this term.

3. Effectively use tolling: Better use eXisting tolling provisions, consider legislative reform
and identify real cost efficiencies i our tolling back office.

4. Use the full range of.toolss: This includes the role of private capital and PPPs.

5. Fleetwide transition to.road user charges: Work to move petrol vehicles to RUC, from
paying based on litreg consumed to distance travelled.



I Next steps: Our approach to undertaking major reform

« Communication is key: public acceptability is @ne of the biggest
challenges but is essential to success

« Phased approach: Making meaningfuk iInRcremental changes that endure,
not short-lived overhauls.

* Importance of market soundings: Recognise expertise outside
government, not all goed'ideas come from within government

« Sound legislation:Laoking to progress legislation next year for Time of
Use Charging.



I Timeframe: Our approach to undertaking major reform

2024

2025

2026

2027

* Further investigation
« Market testing

« Policy and legislative
design

Progressing legislation
for tolling and to
improve the RUC
system

System_ improvements
and.mplementation of
new,_legislation

Possible
commencement of
moving petrol vehicles
to RUC

Ongoing communication~ engagement with the sector and New Zealanders
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19 September 2024 0C241078
Hon Simeon Brown Action required by:
Minister of Transport Monday, 23 September 2024

FIRST DRAFT CABINET PAPER: REVENUE - OCTOBER REPORT
BACK

Purpose

Seek your feedback on the first draft of a Cabinet paper relating,to W’COF’} the transition of
the petrol fleet to road user charges (RUC).

Key points

. This draft Cabinet paper proposes changesito 24 S?F\\ :
the RUC system in New Zealand.

. Out of Scope \) A \ -

rg/Q().

o The RUC proposals focus on work toimprove the RUC system before the transition
begins in 2027.d he paper proposes that the Ministry undertake market engagement
on the system's proposed.key, features and measures necessary to minimise the
revenue ipipactyimprove,cempliance and enforcement, provide flexible payment
optionsy/and, promote private sector participation.

. Given this is adirst/draft that will be subject to iteration, we have included more detail
in here than"whatis likely necessary for Cabinet’s consideration. We will refine the
level of detail based on your initial feedback.

SENSITIVE
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Recommendations

We recommend you:

1 provide feedback to officials on the draft Cabinet paper Yes / No

Matt Skinner Hon Simeon Brown
Manager, Revenue Minister of Transport %

Minister's office to complete: 1 Approved x D cIine«

[0 Seen by Minister

N O Overtakenbé %
S

Contacts % ‘

' Telephone ' First contact
s 9@ >

SENSITIVE
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DRAFT CABINET PAPER: REVENUE - OCTOBER REPORT BACK

Draft Cabinet paper enclosed for your review

A draft Cabinet paper is attached for your review, seeking:

1.2 in-principle agreement to reform the road user charges (RUC) system for the

transition of the light fleet and for the Ministry of Transport to engage with th
market to gauge private sector interest and understand their requirement@

participating in the new RUC system.

This briefing provides further detail on these two matters an eps. b

immediate next step is for you to provide feedback to offi d ag%uto share the
paper with your Ministerial colleagues. At the time of terial ul

o o

ion, we will
consult other departments on the paper.

SENSITIVE
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RUC system for the transition

10 The paper sets out the next steps in improving the RUC system for the transition of
the light petrol fleet, which will commence as soon as 2027. The paper seeks
endorsement to the Ministry of Transport engaging with potential private sector
providers to understand their interest and capabilities in being involved in a reformed
RUC system. Better understanding of their future role will enable us to progress
design in a way that is future-proofed and enabling of private sector involvement. The
paper proposes that officials will focus on several proposed features of a new RUC
system, namely:

10.1 minimising revenue impact: Ensuring revenue collected from RUC is
comparable to the revenue currently collected from fuel excise duty (FED):

10.2 effective compliance and enforcement: Ensuring lightvehicle owners.comply
with RUC requirements.

10.3 flexible payment options: The new system should, offer varieus payment
options, including online payments, mobile apps, and automaticipayments.

10.4 private sector participation: The private sector willkbe encouraged to
participate in the RUC system by providinguinnovative-solutions and services.

10.5 smooth transition: The transitiofi'should bescarefully planned to minimise
revenue loss and ensure a smooth switchover for all road users.

11 Officials will report to you on the outcomespof market engagement, and more detail on
features of the transitional gsystem’to enable,you to report back to Cabinet in March
2025 seeking policy degisions,and approval to begin drafting legislation.

12 The Cabinet paper identifies the'potential for interim changes before a more
substantial legislative reform¢We have identified changes that can be made by
secondary legislation that couldweduce entry barriers for potential participants in the
shorter tepm sothiey arébetter prepared for a transition. We will have a better sense
of the seepé€ and priority of'these changes following market engagement. Officials will
report'hackto you separately, outlining the next steps in making these interim
changesto the RUC system by Order in Council.

Timeline for'Cabinet’s consideration of the paper

Date Step

23 September 2024 | Provide feedback on the draft paper

26 September to 10 | Ministerial & cross-party consultation
October 2024 Departmental consultation.

17 October 2024 Lodge the paper
23 October 2024 Cabinet Economic Policy Committee
28 October 2024 Cabinet

SENSITIVE
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IN CONFIDENCE

9 October 2024 0C241185

Hon Simeon Brown
Minister of Transport

MEETING WITH THE ICELANDIC MINISTER OF FINANCE AND
ECONOMIC AFFAIRS

Snapshot (b
ad us %3

es

Both Iceland and New Zealand have recently introduced distance-
(RUC) for light electric vehicles. Iceland plans to expand RUC to II xt year, while
New Zealand is also working towards implementing RUC acr |t tlre le fleet

beginning in 2027.

Time and date 9.30 to 10 pm, 9 omm@g/ %

Venue Virtual meeting

Attendees Sigurour Ingi Joha%éon
Chigef

Officials attending  Chris Nees;

& of Finance and Economic Affairs

Andre ntal r Adviser Revenue
Agenda outc ontracts
ition Qad user charges
Talking points nnex

Telephone First contact

Daniel Cruden, Acting Manager, Revenue

Andrew de Montalk, Senior Adviser, Revenue
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Page 1 of 4



IN CONFIDENCE

MEETING WITH THE ICELANDIC MINISTER OF FINANCE

Key points

e You are meeting Sigurour Ingi Jéhannsson (pronounced “Sig-ur-dur”), Iceland’s Minister
of Finance and Economic Affairs. He previously served as the country's Prime Minister
(2016-17) and has had a range of portfolios, including serving previously as the Minister
of Infrastructure, Transport and Local Government (2017-2021). Annex 1 is a short
biography.

e You initially requested this meeting to discuss Iceland’s transition to road user charges
(RUC). Minister J6hannsson has previously expressed an interest in New Zealand’s
approach to contracting roading activities (‘network outcomes contracts’, or NOCs).

e In New Zealand, the private sector is involved in constructing transpert projects through
competitive contracting. The Government sets high-level objectives for value for money,
competition, and efficiency. NZTA has created a NOC modelwhich means that instead
of specific task-based contracts, NZTA enters broad regional contracts for various
activities.

e To address lost fuel tax revenue from the incréased adoptionofelectric vehicles, Iceland
implemented a distance-based RUC system. leeland has modelled its RUC system on
New Zealand’s, explicitly setting the chargefor light €leetric’vehicles based on New
Zealand’s RUC rate for light vehicles ($76 per 1,000km). However, Iceland’s system has
some aspects of innovation (not se€n,in New Zealand), such as monthly billing based on
estimated distance travelled.

¢ Annex 2 provides talking points t0 suppert your meeting. Annex 3 compares key facts
between New Zealand and, |eeland.

Iceland has implemented distance-based road user charges for electric
vehicles and is\working to transition the rest of the fleet to road user charges

1 Iceland has a roadweform agenda focused on revenue. The reform, titled “Our Roads
to the Future’, includes:

1.1 StepI+ds of January 2024, a distance-based charge for electric vehicles
(battery electric, plug-in hybrids) and courier vehicles

1.2\, "Step 2: by 2025, distance- and weight-based charges for other remaining
vehicles.

2 The implementation of distance- and weight-based charges is to reform or replace a
variety of existing charges, including an excise duty. In Iceland, excise duty on petrol
equates (in NZD) to around 86 cents per litre (the New Zealand excise rate is 70
cents per litre).

3 Iceland has a higher proportion of electric vehicles in its fleet than New Zealand.
Before the introduction of RUC, the uptake of EVs in Iceland posed a threat to fuel tax
revenue(around 14% of the vehicle fleet). Annex 3 provides some additional
comparative statistics between the two countries.

IN CONFIDENCE
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Step 1 - Iceland has applied RUC to electric vehicles

4 Between 97-98 percent of electric vehicles entered Iceland’s road user charges
system on time in January 2024. The system charges:

4.1 battery electric vehicles (BEVs) 6 Icelandic Kréna (ISK) per kilometre,
equivalent to approximately 0.072 New Zealand Dollars (NZD) per kilometre,
similar to New Zealand’s light vehicle RUC rate

4.2 plug-in hybrid electric vehicles (PHEVs) 2 ISK per kilometre, about 0.024
NZD per kilometre, lower than New Zealand’s PHEV rate of 0.036 NZD per
kilometre.

5 Key aspects of Iceland’s RUC reform include: Cb(l/
%that paying-for
i ."Ro

5.1 clear communication: The Iceland government emp
road usage should be as simple as "paying the ele users will
receive a monthly bill based on an estimated an &estimate will
be based on the national average in the first r and the individual vehicle's
mileage from the previous year. A yearly r @a
difference between the estimated and a@

5.2 streamlined online platform: All

annual odometer readings, are single, established
government portal. This portal i

th
ntra@ r accessing various
government services, such as Ithc. taxy parental leave, and

passport/immigration s Ctis a% and convenient platform for users.

Step 2 - The rest of the fleet is %(to transition in 2025 to RUC
@e icles, will transition into RUC next year. The
rges to reflect the wear and tear costs of heavy

6 The rest of the fleet, ing
system will include weight-b
vehicles on the road! These proven challenging because they are quite high.

We have pfo Icel officials with information and support, including our RUC
cost all odel, to help them develop an evidence-based approach for

calcu @v

in terms cise duty, so transitioning the rest of the fleet to RUC could address

C
7 Like New Z@ ylceland has the issue of non-plug-in hybrid vehicles underpaying
varia I

e system.
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Iceland has expressed an interest in New Zealand’s ‘network outcome
contracting’ model for transport expenditure

10 Iceland also outsources road maintenance to the private sector through competitive
contracts. Iceland does not have a centralised department responsible for road
construction. Instead, like in New Zealand, the role of government is focused on
planning and contract management.

11 New Zealand’s approach to procurement enables the New Zealand Transport Agency
(NZTA) to set procurement procedures to ensure best value for money. In deciding on
procurement procedures, NZTA must:

11.1 ensure fair competition among all parties, and
11.2 foster competitive and efficient markets.

12 Over time, the NZTA has transitioned to an outcome-focused centracting model for
the State highway network. This means that rather than eontracting-for specific tasks
or pieces of work, it now enters broadly defined, regionally focused cantracts that
encompass a package of works. This approach hass/simplified contract management
(reduced the need for ongoing contract variations). It'has allowed the agency to shift
its focus from the administrative aspects of/ContraCt management to monitoring
performance and delivery.

13 As NOCs is a contracting model ofdlNZTA,"you might ¢onsider proposing to your
counterpart that if they wish to understand thé-details or workings of the model, a
meeting can be arranged at af official level:

IN CONFIDENCE
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Annex 1: Biography: Sigurour Ingi Jéhannsson, Minister of Finance and Economic
Affairs

Sigurdur Ingi Jéhannsson (pronounced “Sig-ur-dur”) has been a member of the Icelandic
Parliament for the South Constituencyssince 2000, Thereelandic Parliament is composed of
63 members.

He is the Leader (known as the"Chairperson) of the Progressive Party, which has governed
since 2017 in coalition with the Independent Party. The Progressive Party is predominantly
concerned with issues related’to'farmers. He is a trained livestock veterinarian by trade.

He has served in various mihisterialroles, including Prime Minister from April 2016 to
January 2017. Heshaswheld multiple other ministerial positions, including Minister of Fisheries
and Agriculture-and Minister for the Environment and Natural Resources.

IN CONFIDENCE
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Annex 2: Talking Points for your meeting with the Icelandic Minister of Finance

You are meeting with Sigurdur Ingi Jéhannsson (pronounced “Sig-ur-dur”). At the time of
the meeting, it will be Wednesday morning (8.30 am) in Iceland.

Introduction

¢ Iceland has had some challenges with volcanic activity near Reykjavik in the past two
months, and MFAT advises that it would be appropriate to express sympathy for the
people affected.

IN CONFIDENCE
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Annex 3: Comparison of New Zealand and Iceland

New Zealand Iceland
Population 5.1 million 376,000
GDP per capita (USD) $52,000 $75,000

Highest value exports

Dairy then red meat

Aluminium then fish

Gini coefficient

0.33

0.26

Number of light vehicles

4.4 million vehicles

315,000 vehicles

Percentage of light 2.7 percent 14 percent
vehicle fleet that is

electric

VKT per year (per 11,500%km 10,400 km
vehicle)

Vehicles per person .08 0.72

IN CONFIDENCE
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IN CONFIDENCE Document 21

9 October 2024 0C241161
Hon Simeon Brown Action required by:
Minister of Transport Friday, 18 October 2024

ROAD USER CHARGES — MARKET ENGAGEMENT

Purpose

To seek your agreement to the Ministry of Transport engaging with the market / private
sector on interest in the road user charges (RUC) system, incldding'providing innovative and
user-friendly solutions for the transition to RUC.

Key points

e Significant improvements to the existing RUC_system are negeded to transition the fleet.
The system needs to be more user-friendly, preventdevenue loss, and maintain public
acceptance.

o Work is underway on a package ofimprovements to the RUC system for 2027. In
addition, officials are considering features that could form part of a future system but be
implemented later.

o A key feature of a future systemould=be the involvement of the private sector, giving
road users a chaoice of pfoviders, Engagement is proposed with various private sector /
the market to gauge their interest'in the RUC system, especially in providing services to
private motorists and testing the proposed key features of a future system.

e We proposevengaging through an 'open’ market process, advertising/notifying the
engagement through the government procurement network. This includes identifying the
full range of potential providers, preparing and releasing engagement documents,
gathering.and evaluating market responses, and incorporating the findings into policy.
We willsprovide your Office with the market engagement documents prior to release.

e Attached is a draft memo (Annex 1) to notify your ministerial colleagues about the
engagement with the private sector. The preparation of material will take around four
weeks with market engagement planned to commence by mid November 2024, which
will enable you to report back to Cabinet in March 2025 as planned. We suggest
circulating the memo to your colleagues before the market engagement started and
issuing the press release when engagement once is ready to commence. Annex 2
provides a draft press release for your review to announce the market engagement.

IN CONFIDENCE
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Recommendations

We recommend you:

1 agree to the Ministry engaging with the market through a request for information
process to understand existing and new providers' interests in providing fully Yes / No
automated/electronic RUC services and what support they would need to do so

2 note officials will provide your office with the draft market engagement material
before we commence

3 provide feedback on the draft memo updating your ministerial colleagues on work ,~Yes / No
to transition the fleet to road user charges, notifying them of the upcoming market

engagement
4 review the draft press release on the market engagement Yes / No
—
Daniel Cruden Hornr Simeon Brown
Acting Manager, Revenue Policy Minister-of Transport
..... [...5/].....
Minister’s office to complete: O Approved O Declined
[hSeen by Minister O Not seen by Minister
O Overtaken by events
Comments
Contacts
Name Telephone First contact
‘ Daniel Cruden, Acting Manager, Revenue Policy ‘ Out of Scope ‘ v ‘

IN CONFIDENCE
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ROAD USER CHARGES — MARKET ENGAGEMENT

Purpose

1

This briefing outlines engagement with the private sector to improve the RUC system
for the fleetwide transition. It includes a draft memo (Annex 1) for you to notify
Cabinet colleagues of the engagement and a draft press release (Annex 2) to
announce the market engagement.

Work to improve the RUC system for the fleetwide transition

2

Officials have been working on a package of improvements for the fleetwide transition
and the likely key features of a future RUC system. One of the key features enyvisages
the private sector having a more significant role in the RUC system, specifically,
providing RUC services to private motorists. Officials would like'to‘engage with the
market/private sector to gauge interest in supplying RUC’sefvices toprivate
motorists.

Encouraging private sector involvement

3

To gauge the private sector's interest and betterunderstand-the commercial
opportunities, officials propose engaging threugh a réquestfor information (RFI)
process with private sector representativesto providenRUC services to private
motorists, particularly electronic options:

The engagement aims to undérstand existing @and potentially new providers' interests
in providing fully automated/electronic RUC services or user-friendly services that
interface to the NZTA-administered edemeter-based RUC system.

Officials would also like'to test,some proposed vital features of a future RUC system
with the marketfas‘outlined, in,the memo to your colleagues (Annex 1).

The draft pressielease (Annex 2) aims to provide initial notification of the
engagement t0 stakeholders (and the public more generally) and help attract interest
from awiderange of‘potential private sector participants.

Key messages about the opportunity for the market

7

Key high;level messages to the market will be:

7.1 "{government is seeking market participation: The Government is eager to
encourage market participation in providing RUC retail services, especially for
light privately owned vehicles. An open request for information process will be
employed to solicit feedback and gauge market interest.

7.2 opportunity for large-scale market entry: The transition will bring an
estimated 3.5 million light vehicles under the RUC regime, creating a significant
market opportunity for retail service providers. This influx necessitates a
reassessment of the existing regulatory framework.

IN CONFIDENCE
Page 3 of 5



IN CONFIDENCE

7.3 focus on automation: The Government is particularly interested in solutions
that automate or partially automate the RUC purchasing process, aiming to
improve compliance and revenue collection. This presents a critical opportunity
for providers in the market who can offer innovative technological solutions.

7.4 potential for diverse business models: A range of potential business models
could exist. For example, existing electronic system providers (ESPs) could
expand their services to cater to private motorists. In contrast, new entrants,
including web/app providers, financial institutions, utility companies, advertising
firms, and connected vehicle services, are encouraged to explore opportunities.

We have pitched the proposed press release at a higher level, given it will be
released to the public more generally. You could use the (above) proposed key
messages should potential market participants approach you but may form a.basis'for
drafting the market engagement documents.

Proposed engagement process

9

10

11

The proposed approach is to adopt an 'open’ marketiengagement process involving
advertising/notifying the engagement through the‘government'procurement network
(known as GETS). A RFI process will be useddo.€nsure fairness, gather consistent
insights, and protect the Crown from perceptions\of biastby-providing the same
information to all participating parties andcollecting theirinput uniformly. Engagement
will occur initially via a request for infermation process.

We will notify various existing RUC service ptoviders (EROAD, Picobyte and
Navman) and other companie§ that could Be interested in providing RUC services.
This could include telecommunications €ompanies, broadband providers, banks,
financial services firms g€lectricity retailers,»and other transport service providers to
gauge their interest in RUC/and potentially in bundling RUC services with existing
offerings.

Officials will reviewsthe responses, identify respondents for further engagement, and
analyse thé responses andwprepare a short outcome report for the policy process.
The Ministry,is engaging external advisors to undertake this process from Monday 14
October’2024, and we will provide an updated timeline with specific dates as soon as
possible. Although’engagement material is now expected to be released in mid-
November,(this.change of timing does not affect our overall timeframe of seeking
substantive €abinet decisions on reform in March 2025. Key next steps are set out in
the tablesbelow.

Next steps on RUC transition Complete by

Market scan Officials analyse potential domestic | Late October
and international providers of RUC
retail services and aim to identify
specific contacts within these
organisations for engagement.

IN CONFIDENCE
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Preparation of

Market engagement documents

Early November

steps on the RUC transition,
including seeking authorisation to
begin drafting legislation,

documents prepared (GETS notice +
Information Memorandum + RFI
forms).
Release of Market engagement documents Mid-November
engagement released on GETS and officials to
documents alert potential
providers/respondents to the GETS
notice. Existing electronic service
providers and other potential
providers or interested parties will
be notified that the
notice/documents have been
released.
Follow up on Market responses due (completes | Mid-December
market Request for Information (RFI)),
engagement follow up discussions.
Consideration | Officials consider RFI responses, January 2025
of responses prepare initial advice.
Briefing paper | Seeking initial policy decisions to February 2025
inform the drafting of a Cabinet
paper on the RUC transition.
Cabinet paper | Report back to Cahinet-on the next\ [ March 2025

We propose sharing the'market engagement documents with your office before

making them available on GETS Fhe results from the market engagement will inform
the policy proposal andwill besa'key jnput in your March 2025 report back to Cabinet
on transitioning the'fleet.

IN CONFIDENCE

Page 5 of 5



ANNEX 1: DRAFT MEMO



IN CONFIDENCE

Memo
To: Ministerial colleagues
From: Hon Simeon Brown, Minister of Transport
Subject: Land Transport Revenue Action Plan: Update on Fleetwide Road
User Charges
Date: October 2024

Classification: In confidence

Purpose

1

This memo provides information on the proposed engagement with the marketjon.the
potential design options for a new road user charges (RUC) system to enable the
fleet to transition from paying fuel excise to RUC. | propose to'report to Cabinet on
this work in March 2025.

Improving the land transport system and reforming the revenue.system are priorities
for the Government. This paper relates to a specific.'commitment’in the coalition
agreement between the National Party and the ' ACT Party to,replace fuel excise taxes
with electronic road user charging for all vehicles, starting'with electric vehicles (EVs).

Summary

3

The transition of light petrol vehicles to the. RUCsystem is a significant transport
reform. It will make RUC the’primary reyenue,source for road funding and ensure all
light vehicles pay the same\e¢ost per kilometre for their road use.

A successful transition.is«eSsential toyavoid fiscal risks and provide public support.
Most users still make'tmanual/RUG.-payments, and | would like to initiate a transition
towards greater use of technology to improve public acceptability. Modernising the
system to an electronic,user=friendly system will be crucial for smooth
implementation.

| envisage the newssystem will have the following key features:

5.1 greater private sector involvement: the private sector will be critical in
offering-innovative solutions for the new RUC system. The Ministry of Transport
plans to engage potential market participants, such as existing electronic RUC
providers, software developers, and financial institutions, to understand their
interests and what they can offer.

Out'8f,Sebpe

Page 1 of 5



IN CONFIDENCE

5.4 more RUC payment options: providing more flexible payment options will
make it easier for users to comply with RUC. New payment options, such as
apps and set-and-forget payment systems, will provide users greater choice.

5.5 a smooth transition from FED: The phase-out of FED will be a critical part of
the transition. Two approaches are being considered: a single-day switch or a
phased transition. Both carry risks, and further analyses will determine the best
approach to ensure a smooth changeover with minimal revenue impacts.

6 Given that market participation will be a key feature of the new system, the Ministry of
Transport will undertake early engagement with potential market participants.
Engagement will occur initially via a request for information (RFI) process.

7 This engagement will test and build interest in providing RUC services and
understand their requirements. The participants could be a combination of existing
RUC service providers and other companies not currently providing RUC services. It
is envisaged other potential providers could include telecommunications companies,
broadband providers, banks, financial services firms, eleetricity retailersjand other
transport service providers.

Proposed high-level features of an improved RUC{system

8 Transitioning 3.5 million petrol vehicles to\RUC’is ong”ofithe most significant reforms
undertaken in transport for some time, ‘@nd-the primary_rationale for the transition is to
improve the fairness of the currenteevenue system. The transition must be done well
to mitigate fiscal risks to the Crown and maintain public acceptability.

9 RUC will become our transport system'siprimary revenue source, adapting over time
to include dynamic charging: Additional'toels (including tolling and time-of-use
charging) will optimise the network=Crown funding will become the exception in this
future system, and road“users will have a choice of payment providers. Road users
will select the providerthat best‘meets their needs. Paying for road use will be as
simple as paying any other.bill. Market participation is essential, as more use of
technology will hélp reducerthe costs of running the system and ensure the system
has a real usef focus.

10 Even if we were not proceeding with the transition, reform of the RUC system would
be necessary as'wiore electric vehicles and hybrids enter the vehicle fleet. To ensure
a smoothtransition to a system where RUC is easy to pay, several key issues must
be addressed before implementation begins in 2027. Likely key features of the
system are set out below.

Maximising the collection of revenue
Out of Scope
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Out of Scope

More flexible payment options and additional purchase channels

15 We need to provide more flexible payment options and additional ways to purchase
RUC. People are more likely to comply if paying RUC is simpley In prirciple, people
should be able to buy as much or as little RUC as they*want,like when'they buy
petrol, to better manage costs.

16 We also need to consider new payment technaglogy,including regular, automatic
billing that is similar to how internet and electricity/Usagesis-paid for now. This would
likely necessitate individual accounts. Antacecount-basedyapproach would require
significant system changes (with associatedicosts)ithat NZTA does not consider is
possible to implement by 2027. The private sector already offers account-based pre-
pay options through the existing eRUGsystem,.and there may be opportunities to
expand this with greater private sector invalvement in the RUC system.

17 Administrative fees will meed\to’be reviewed to consider the more extensive RUC
customer base, with an“expectationfor reduced fees.

Greater involvement indRUC retail by.private companies

18 A key feature of the future'RUC system will be the private sector. The current eRUC
model issnot cost-effectivefor private motorists, and the approval process for
companiées-offering electronic systems is lengthy and costly. There is a need for a
more streamlined\eléctronic RUC model for light vehicles, allowing third-party
companies t6"enter the market and provide an array of services. Private providers
could offer read users more innovative and flexible payment options than currently
providédby\NZTA.

19 Recently, there has been an emergence of companies offering lighter electronic
options, such as allowing users to pay eRUC through a third-party app, referred to as
electronically assisted RUC (eaRUC). Unlike eRUC, there needs to be more clarity on
the regulatory standards and approval process for these lighter-touch solutions.

Out of Scope
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Proposed market engagement

22

23

As mentioned above, the private sector will likely be a critical feature of a future RUC
systems. | am interested in exploring and encouraging private sector involvement in
retailing RUC, particularly for light privately owned vehicles. The private sector cotld
bring:

22.1 innovation and automation: the private sector, partictlarly technology
companies and existing ESPs, can contribute expertise’in developing and
implementing automated or partially automated RUC purchasing systems.

22.2 diversification of services and choice{ encouraging private sector
participation could foster a more diversenRUC retail=market, providing
consumers with a broader array of service optigns*beyond NZTA.

22.3 competitive administration fees: increased campetition from various
providers could drive more competitivedransaction fees for RUC retail services.

22.4 bundled services: private,companies might offer RUC services with other
products like telematics, financing solutions, or utility bills.

22.5 tailored offerings: different providers could cater to specific market segments,
such as individuals, smallflegts, with services tailored to their needs.

22.6 expertise and resources: Private companies can have better incentives and
prioritisescustomer service and user experience to gain a competitive edge. This
Could-lead to imprevements in how RUC services are delivered.

The Ministry-is proposing engagement with the private sector through an open
request for'information (RFI) process to gather feedback and gauge their interest in
providing, RUC services through different business models. Market engagement will
likely involve existing electronic RUC service providers and other companies that
could be interested in providing RUC services. This could include telecommunications
companies, broadband providers, banks, financial services firms, and electricity
retailers. | intend that market engagement to be conducted later this year.

Report back in March 2025

24

Following this and further policy work, | will report back to Cabinet in late March 2025
and seek authorisation to begin working on the necessary legislative changes. That
Cabinet paper will include details on:

24.1 NZTA'’s ability to deliver the features of the RUC system as set out above,
including likely costs and timeframes

IN CONFIDENCE
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24.2 the future market’s ability to deliver the features set out above, based on the
market engagement

24.3 legislative changes required to rebalance the Road User Charges Act 2012 so
that the RUC system accommodates new customers and the transition is
seamless.

Communications
25 I have announced that the shift to RUC will begin in 2027. | am proposing to issue a

press release on the market engagement. Market engagement documents will also
be released to solicit feedback.

IN CONFIDENCE
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Market engagement on a modern RUC payment system

The Minister of Transport, Simeon Brown, announced the Government is seeking private
sector expertise to help in the move to the road user charge (RUC) system for all light
vehicles.

"This month, the Government is beginning a market engagement exercise to better
understand what technology solutions, apps or payment options could be used to create a
modern fully automated RUC payment system," Mr Brown says.

"We’'re committed to replacing fuel excise duty with a user-friendly RUC system where users
pay for the distance they drive on the roads. The shift to RUC will ensure that all road users
contribute fairly to the upkeep of our roads, regardless of their vehicle type," he says-

“We want to make paying for road use as easy and simple as possiblefor'New Zealanders.
But we need to upgrade the largely manual payment system the:New Zealand Transport
Agency currently uses for collecting RUC from EVs, diesel cars and heavy=vehicles.

"The private sector has a solid track record of providing,innovative and user-friendly payment
services in sectors such as banking, electricity and telecémmunications, We want to leverage
this expertise to develop an easy-to-use, simple selutionfor road-users," added Mr Brown.

“The estimated 3.5 million light vehicles that will*shift to paying RUC instead of fuel tax
creates a significant market opportunity for, retail servieé'providers who can offer innovative
solutions.

"Through the request for information omMGETS ‘we rerlooking to understand the level of
market interest in developing and providingdnnovative services to ensure we have a modern,
easy-to-use payment system.

“Paying for road use could’be as simple as paying any other bill, with flexible payment
options and technolagicalksOlutions. T his is an example of this Government’s appetite for
greater use of private seCtor capability and capacity to help deliver user-focused public
services.

Transitioning the lightwehicle fleet to RUC was part of the National-ACT coalition agreement
and is one of the actions,in the Government’s Revenue Action Plan to reform the transport
funding system and.deliver the transport infrastructure that our country needs sooner, says
Mr Brown.

Notes to-editor

e The Ministry of Transport will conduct the market engagement through an open
request for information (RFI) on the Government Electronic Tender Service (GETS) to
test and gauge market interest in providing RUC services.

e Market engagement will likely involve existing RUC service providers and other
companies that could be interested in providing RUC services. This could include
telecommunications companies, broadband providers, banks, financial services firms,
and electricity retailers.
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UNCLASSIFIED

14 October 2024 0C241172

Hon Simeon Brown
Minister of Transport

MEETING OF THE INFRASTRUCTURE AND INVESTMENT
MINISTERS GROUP

Snapshot

The Infrastructure and Investment Ministers Group provides asegular forum'te,discuss the
Government’s infrastructure work programme. You are scheduledito present.onthe Revenue
work programme, focused on the transition to road user ¢harges and telling.reform.

Time and date 7pm, Tuesday 15 October 2024
Venue Executive Wing 6.3
Attendees Hon Chris Bishop (Chair)

Hon Nicola"Willis
Hon ShanewJones
Honkedise Upston(Guest)
Simon Court MP
Officials attending_ M—inistry of:I'r;nsport:
Chris Nees (Acting Chief of Staff), Matt Skinner (Manager, Revenue)
New Zealand Transport Agency

Richard Forgan (Group General Manager System Leadership), Amy
Moorehead (National Manager Policy)

Agenda Separate agenda attached
Talking points Annex One
Contacts
Name Telephone First contact

s 9(2)(a)

Matt Skinner, Manager Revenue v

Sam Harris, Senior Adviser Revenue
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MEETING OF THE INFRASTRUCTURE AND INVESTMENT
MINISTERS GROUP

Key points

The slides set

2

Sli
Qotential list of participants.
3 b

The Infrastructure and Investment Ministers Group (IIMG) provides a regular forum for
Ministers with a key role in the delivery of the Government’s infrastructure programme to
discuss issues and key projects. The meetings are chaired by Hon Chris Bishop, Minister
for Infrastructure.

You are scheduled to present on the project to transition the entire vehicle fleet into t
road user charges (RUC) system, . We have prepar
slides and talking points for you on these topics. q

system, including the transitional RUC system that we are planning for 27. Other
r

This meeting provides you with an opportunity to discuss your, vi on&r%port

Ministers are likely to be interested in the revenue impacts of the t a@, and the costs

of necessary system changes. You are scheduled toé@t the transition plan
Vi i cts.

to Cabinet in March 2025, which will include cost enue im
We are not seeking decisions from Minister: S meeting éowever, it does provide an

opportunity to explain your vision ahead o et consideration next year. It also
provides an opportunity to test the appeti soundings — we consider these to
be important to better understand the feasibility of certain policy changes and to

understand what the market can @r.

There will be more opportuni %est ﬁw things like market soundings. We are
preparing a briefing for yo € purpose and process for the market soundings, with
the intention for that bri b& with your senior colleagues.

t\\ysio transport revenue system

o sets out an objective and approach for the market soundings. It also sets

e Three focuses on the transitional RUC system that we intend to have in place
when the transition begins in 2027, including the key things that the transitional

system will have to address, such as automating aspects of the system and improving
the approach to compliance and enforcement.

UNCLASSIFIED
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Slides Five and Six set out timelines for delivering on the changes in the other
slides.

SO For the RUC transition,

you are scheduled to take detailed decisions to Cabinet in March 2025.

UNCLASSIFIED
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ANNEX ONE: TALKING POINTS

Nt

Slide Two: t Soundings
e Be move to a market based system, we need to understand what opportunities
po market participants see and what changes we need to enable a robust market.

e | want to carry out market soundings — to be led by the Ministry of Transport. | intend to
reach out to a range of potential participants including current eRUC providers, financial
institutions and telcos/broadband providers.

o This engagement will likely seek to make it clear that we are open to providers other than
NZTA being the default/main RUC retailer if they are in a position to offer these services.

o | will report to Cabinet on the outcomes of the market soundings in March 2025.

UNCLASSIFIED
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Slide Three: Transitional RUC system

Paying RUC represents a considerable change for the majority of road users in New
Zealand. We need to improve the existing system in preparation for the transition.

The system needs to include more automation. Currently, it relies heavily on people

making manual purchases

The market soundings will help us to understand how far we can go towards a market
approach by 2027

[ operational settings to ensure that there is a level playing field betweem

private companies and NZTA.

High levels of compliance are key to protecting revenue. The sys
wider range of tools to encourage compliance.

Electronic payment is already common in the heavy v Ie sector —%ed to adapt
the model to encourage more light vehicle owners ctron ore electronic
payment will make the system more efficient and ture-proofed, _

We also need to determine the most eff ff fuel excise duty —

| welcome your thoughts o : ts of the transitional system. Design work
is ongoing and | will bri i design to Cabinet in March 2025.

UNCLASSIFIED
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o

Objective

~

Y

Approach

Potential

Participants

K- Inform our advice on the future policy, legislative, regulatory and operational settings (both fo nsition in 2027 and beyond) )
+ Stimulate interest from (current and future) market participants in the provisiop of retail R %ces to customers (for light RUC)
+ Inform NZTA’s retail offering if it is ‘competing’ with others. %@ \

. QA )

A

(An open information gathering exercise led by the Ministry thatouldninclude — )
* Request for Information through Government Electronic T ng Sy GETS) to seek feedback on a set of structured questions
* Development of an Information Memorandum setting o nities for market participants to consider
+ Facilitating briefings sessions with providers

\- Engaging with respondents, as needed, to clarity @ pects thx response. D

K Existing electronic RUC service provider%:
mpri

+ Potential electronic RUC service provi
to privacy, business operations, existi

anisations with existing understanding of NZ regulatory regime in relation

ym@n client management platforms and an understanding of utility services —
Telco and broadband provi
Banks and financial servi I

ider: Q
Advertisers and mar mp
Web/App-based prévide
Utility companieQ~

Transport revenu sewice@(ers and transport operators, including international parties.

L] L[] L]
—

o

~N

\d

Key questions include — \
* Whether there is SQ: t margin to justify costs of operating an electronic RUC service for light vehicles

Whether the administration costs should be absorbed within the general costs of RUC
Potential oppo to provide RUC services and perceived barriers

Measures the government should take to ensure NZTA's roles do not disincentivise others
* Government services that should be retained and cost recovered from market participants.



Key Features

Greater automation of collection,
billing and refund processing, with
customers able to take advantage of
a range of ways to pay.

A level playing field for private
companies to enter the retail RUC

market to provide collection and
billing services.

Consistent and proportionate

compliance and enforcement, with
the regulator having a broader range

of tools to encourage people to pay
on time.

Expansion of existing eRUC
model, with no fundamental

change for heavy vehicles

Transition approach
s 9(2)(f)(iv)

(

Objective 2: Public acceptability

Objective 3:

Administrative efficiency

s 9(2)(N(v)







Dates assume a

mature market and
NZTA effort will be Week commencing Month

T ..........

Fleetwide RUC s 9(2)(M(iv)
policy design

Advice to Minister

Initial report back to Cabinet on key features of the new ‘system’ .
) ’ ) . : Cabinet
(in the same paper seeking policy decisions on_ tollingreform)

Stakeholder
Reference Group

Testing key policy choices for fleetwide transition

Initiahengagementto understand potential offerings
and system changesireguired to maximise the

potential Report back to

Legislative
process

Operationalisation
& implementation

Investigation and design of system improvements

Indicates tentative timeframes
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Deadline for(%ﬁ ns; \, 05 12 24
Deadline for Respon e?* 4pm 1212 24



The information we require

This Request for Information is issued by the Ministry of Transport, referred to below as “the Buyer”
or “we” or “us”.

What we need

The New Zealand Government is interested in encouraging the development of Road User Charges
(RUC) retail services that promote modern, easy-to-use systems for vehicle owners to manage and
pay for RUC. This is in the context of the Government’s policy to transition the light vehicle fleet
currently subject to Fuel Excise Duty (approximately 3.5 million vehicles) to RUC. The transition will
potentially create the world’s largest (in terms of number of vehicles required to pay) operational and
mandated RUC system."

The New Zealand Transport Agency (NZTA) is legally responsible for thesoperation Of@i

system. The RUC system is governed by the Road User Charges Act ere |$\
provision to enable businesses to offer electronic RUC services, u RU Code’of Practice.?
h ostly offenservices focused

Several businesses are authorised as eRUC service providers,
towards commercial vehicle owners. However, the current RQ systém was originally designed with
a

the heavy vehicle fleet in mind. There are already around light inside the RUC
system — this includes vehicles powered by diesel, elect s plug-inthybrids. These customers
are required to purchase a RUC licence in advance eith iasDNZTA’s online portal or

through existing retail agents.® s

The transition of another 3.5 million vehicles i « provides a timely opportunity to
review the existing arrangements and the Gov ent erefore seeking to understand whether
there is potential for more innovative ndIy, ffective, reliable and secure options for
measuring, reporting and collecting % security of government revenue.

ing i i icipants in the RUC retail services market, and

We are seeking information fr. curr
prospective new entrants. %ﬁe R§ services broadly as any service that helps
ma

customers purchase, mea their RUC ranging from over-the-counter transactions to
full electronic service nt t % and what commercial opportunities respondents are
interested in, what f | elem they are interested in supplying, the role of technology,
perceived barri viding, services, views on the role of NZTA, and respondents’ views on RUC
revenue security apd cons otections. This document should be reviewed alongside the
Information Memoran d the RFI response form (see GETS notice for all documents).

What we doQXant

We do not w

1. De@d business plans or financial forecasts. We recognise that this information is
commercially sensitive. The information should be of a general nature to inform potential
changes to the current arrangements®*.

' Subject to other jurisdictions which may advance RUC programmes.

2 https://www.nzta.govt.nz/assets/resources/road-user-charges/eruc-guidelines/docs/ERUC-code-of-practice.pdf

3 This excludes a small proportion of light vehicles which have an eRUC service provider supplying systems and services
to measure and collect the RUC for those vehicles.

4 Principally the RUC Act, related regulations and the Code of Practice.
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2. General marketing material about your business. If you wish to provide background on your
business, please do so briefly, with specific descriptions of what areas of your business are
relevant to RUC retail services, rather than generic brochures or leaflets.

3. Feedback on BAU matters concerning the heavy vehicle RUC regime. Any such feedback
can be provided directly to NZTA via RUCAssessments@nzta.govt.nz.

Why should you respond?

The significant increase in the number of vehicles mandated to pay RUC may facilitate greater
participation in the RUC retail services market. It presents the opportunity for innovative service
offerings, in areas such as payment systems, customer services management, account
management, measurement and reporting of distance travelled.

Your perspectives may help shape Government decisions on policy, regz}étory and Ie%%

arrangements to enable the transition. We expect government decis\ic§\ madN rch 2025,

You may already be a RUC service provider and be interested in&onding tcﬁ*hi expansion in the

market, or you may be a potential new entrant. Either way e inter§~ i your views.

and the transition to RUC for light vehicles to start as early as 2027.

A bit about us

The Ministry of Transport is the steward of the fr yst is responsible to the Minister of
;/\Qa ters. We are releasing this RFI to

Transport for the provision of advice on transpo tor p&
support the design of policy, legislative and re ory nges to the RUC system to support the
transition of light-vehicles from Fuel Exci uty to

2
@V%QO@
@‘OV»\%

Q\?‘
&
O
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SECTION 1: Key Information

1.1

Context

a. This RFl is intended to inform the Ministry of Transport on potential policy, legislative and
regulatory changes to the Road User Charges regime as it relates to retail RUC services to
support the fleetwide transition to RUC. A summary of responses will be provided to the New
Zealand Transport Agency (NZTA).

b. Responses to this RFI are invited from current participants in the RUC retail services market,
and prospective new entrants.

c. Following this RFI the Ministry of Transport will decide on what procurement process i
follow, if any.

1.2 Our timeline \2\@

Here is our timeline for this RFI (New Zealand times and dates):

Deadline for Questions from Respondents:
Deadline for the Ministry to answer questions: 61224
%gm.

Deadline for Responses 1212 24
Note: We encourage early submission of @s
where possible and reserve the right to n

interested Respondents before the

1.3 How to contact us @ g:

a. Contact us through our
Service (GETS) (www.

b. Our Point of C %

onl@ mail or the Government Electronic Tenders

S

Name: K uire
Title/Role: \eam Le ocurement
Email address: ment@transport.govt.nz
1.4 Develo nd submitting your information

Request for Information — Road User Charges — Retail Services

a. Thisis a tender process.

b. Tak@e to read and understand the RFI. In particular, understand our Requirements.
These are in Section 2 of this document.

c. If you have questions, ask our Point of Contact before the Deadline for Questions (see 1.2
above).

d. Submit your Response before the Deadline for Responses using the Response Form
provided. This is a MS Word document you download from GETS.

e. Complete and sign the declaration at the end of the Response Form.


http://www.gets.govt.nz/
mailto:procurement@transport.govt.nz

f. When emailing your response, all documents and attachments cannot exceed 20MB.

g. As this is not a tender, late responses may be accepted by sending to the email address
above and may be considered, provided they are submitted within a reasonable time.

1.5 Address for submitting your Response

Submit your Response to the following address: procurement@transport.govt.nz

We will not accept responses sent by post or delivered to our office.

1.6 Our RFl Terms
The RFl is subject to the RFI Terms in Section 3 below. %L

1.7 Later changes to the RFI or RFI process \z\@ '\Cb
\ a

a. After publishing the RFI, if we need to change anything or p dditi information we
will let all Respondents know by placing a notice on the Goverament Electronic Tenders

Service (GETS at www.gets.govt.nz ). Q~
b [ ica

. If you subscribed to this listing on GETS you will g I eii notifications of any
changes through GETS. We recommend sub ngto ensure you receive
notification of any changes and questions Ié

RO
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SECTION 2: Our Requirements

2.1 Background

The Government plans to transition the light petrol vehicle fleet (approximately 3.5 million vehicles) to
pay for road use through Road User Charges (RUC) rather than Fuel Excise Duty. They will join
approximately 1.2 million vehicles already subject to RUC (made up of 900,000 light diesel vehicles,
180,000 heavy vehicles, and 100,000 electric/ hybrid vehicles). Once the transition of the light petrol
fleet occurs, there will be approximately 4.7 million vehicles in New Zealand subject to the RUC
regime.

To support vehicle owners to make the transition, the Government is interested in whether thw
1. market interest in delivering RUC retail services; and

2. aneed to change the rules and arrangements for RUC retail servi I viders& bIe

innovation.
The outcome of this Request for Information (RFI) will inform the n en &cy, legislative
and regulatory regime) for RUC retail providers and inform enfarcement and compliance activities. In

addition, the summary of RFI responses may influence NZT ning g future
procurement of over-the-counter RUC retail Agents (curr racts§xpl in Mid 2027).

Conceptual service offerings EQ

We define RUC retail services broadly as any
manage their RUC. This could include, for exa

ustomers purchase, measure or

1. Manual RUC management se not rchase of RUC). This could include a
reminder service to purcha nd ere RUC can be purchased (online and in
physical locations);

2. Manual RUC manage |ce n@ng direct purchase of RUC — as an Agent of NZTA.
So that customers |nded eed to check and purchase RUC and when new
licences are reqwre oan§ urchased (online and in physical locations);

3. Electronic R geme rvices enabled by electronic measurement and reporting of
vehicle dis d prowdln eminders to purchase RUC licences (but not direct purchase

of RUC);

4. Electronic R %ﬁent services enabled by electronic measurement and reporting of
vehicle dlstanc er providing reminders to purchase RUC licences or automatically
purchasmg ctIy (as an Agent of NZTA);

5. FulleRU UC5 as a certified provider; or

6. Anotff siness model (or hybrid of the approaches outlined above).

5 Electronic RUC (eRUC) uses an electronic distance recorder installed in the vehicle to measure the distance travelled.
eRUC is provided by private Electronic System Providers (ESPs), who handle the RUC calculations and are liable for the
debt to NZTA. Separately, Electronically Assisted RUC (eaRUC) allows vehicle owners to purchase RUC licences via an
app or portal and can display RUC distance licences on a device mounted on the windscreen. eaRUC products do not
have GPS.
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What are the current arrangements?

NZTA is the Government’s RUC collector and has several outlets through which a RUC user can
purchase their RUC licence. The diagram below summarises the existing RUC retail market.

through over-the counter agents®, and via a Direct Co some larger fleet
management operations that enables them to mana

NZTA outlets include the NZTA web portal, the NZTA mo ne app, t counter services
é and label printing inhouse.

pur
At present, all RUC retailers/ NZTA Agents are a ed/c }&u ed by NZTA. ESPs are approved in
' re

line with the eRUC code of practice.” This mod lud irement to develop and gain
approval for technology to be fitted to ve % to ens C rate measurement of distance travelled.
Most RUC retailers (including NZT. soI UC retail services. The sale of RUC
licences occurs alongside other off S — s the provision of other motor vehicle registration

services by NZTA Agents, or Ie%nag ervices by ESPs.
C

NZTA collects information o |I@ sold and aggregates all RUC revenue to be paid into the
National Land Trans . \

Existing fees Q~

Every RUC transactio Z statutory fee, known as the RUC administration fee. The fee is
directly charged to tl-oxf aser of RUC. It varies from $6.30 to $14.87 (including GST) per
transaction regardfe the volume of RUC purchased.

the RUC label. [The variation in fees is due to differences in costs associated with the mode of
purchase (i.e."online, phone, over-the-counter). The RUC administration fee is lowest for Direct
Connect and eRUC. However, ESPs typically charge their users additional fees such as a monthly
“subscription charge” or an additional transaction fee for facilitating a RUC transaction.

The RUC tration fee covers the cost associated with the provision of the RUC transaction and

8 NZTA contracts with a range of over-the-counter providers who are paid a commission for RUC sales (e.g. VINZ, AA,
VTNZ, NZ Post and select public contract providers where there is no coverage by these organisations). These contracts
expire in June 2027.

7 https://www.nzta.govt.nz/assets/resources/road-user-charges/eruc-guidelines/docs/ERUC-code-of-practice.pdf
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A challenge in reducing the RUC administration fee, is the cost of supplying RUC labels — the
Government is actively considering the labelling requirements and potential changes. Besides a cost
reduction, changing labelling requirements could also enable digital fulfilment of the complete RUC
purchase process, making it easier for retailers to sell RUC.

What is the opportunity?

The additional volume of RUC customers created by the transition and the potential to offer more
innovative, user-friendly options for those customers may be of interest to existing RUC retailers
(domestic and international), but also:

1. Utility providers and other retailers — through bundling of RUC with other utility pa (r%/
such as electricity, gas supply, mobile, broadband, insurance, fuel etc. ci%
2. Finance providers — through the provision of subscription/smoothi erv'ces%reduce the
impact of lumpy payments. This may include offering post)ﬁ optiorzﬁnvoice based on
g a

actual usage (instead of prepaid distance), or charging regular flat fm d on estimated
usage, with a true up on a regular basis to check ac istance?
e

of thexelectronic service provider
and et management services.

3. Technology providers — through the continued ¢
market (e.g. eRUC and eaRUC) including tel

4. Advertisers — who may advertise at poi ale to

sell data for a range of differe ercial p

6. Retailers — who could pro@ veni@-e -the-counter purchase of RUC.
The above are provided as u%ﬂ(/e - o@austive examples. We are interested in whether
there are other opportuniti we not considered.

&

5. Data aggregators — who with the@es permi?of their own RUC customers may on-
es
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2.2 Key outcomes

The Government is keen to review RUC retail arrangements to ensure they suit the changed
conditions (including volume increase) and provide an easy transition for new users.

The outcomes and questions we would like to answer are set out in the RFI response form and are
summarised below:

To what extent is the provision of RUC retail services something you currently do?

# Question 1: ‘About you'.

What is the nature of the RUC retail service you are interested in Question 2: ‘Level of

#2 interest in RUC services'.

#3 opportunity or one that is integrated with a range of other activiti€s? Questio
‘Commercial proposition’.

#4 What role might technology offered by your business pI;Q e futu@C retail
market? Question 4: ‘Technology’.

Do you think the commercial proposition of RUC retail services is a standalon f %ys

45 What might help or hinder providers or potential ers from |pat|ng in the RUC
retail market? Question 5: ‘Barriers’. Q/ s

#6 How can NZTA’s activities enable and e Sg)e ers to participate? Question
6: ‘NZTA'.

47 How can RUC retail market partmp\&s}sm ncmg a user-friendly system with
ensuring revenue security? Qy{'ﬂsn 7:'R ecurlty

Do you have any initial vi \%ﬁ ht ensure appropriate protection of
#8 consumers (e.g. Compl@ anisms)? Question 8: ‘Consumer protection

and support’.
2.3 Informa gz@ylnclud\ﬂsresponse

Answers should békecorde RFI Response Form. There is also space in the form to tell us
anything else you thin C} ant to participation in the RUC retail market.

<
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SECTION 3: RFI Terms

Defined terms are shown using capitals. You can find definitions at the end of this Section.

Preparing and submitting a Response

3.1 Preparing a Response
a. Respondent obligations

The Respondent must:

i. read the complete RFl and any additional information provided and referred to by the Buyer

ii. respond using the RFI Response Form and Pricing Schedule provided and ir@all inform@% Buyer
requests \

iii. consider the risks and contingencies relating to the delivery of the RFI ements and outline how it will
manage those risks and contingencies &

iv. include any assumptions, dependencies and/or qualifications i SpoONSEni ga?ng anything that may
limit its obligations or increase its quoted pricing or cost est@

v. quote prices in NZ$, exclusive of GST Q %

vi. obtain independent advice before submitting a@(if n @

vii. make sure the Response is correct and the Response pri is sUstainable, i.e. covers the Whole-of-Life of
the Contract, not just the initial term.

b. Process acceptance

By submitting a Response, the Re$ acc RFI-Terms.

c. No obligation, no pe@

Suppliers are not expec@ﬁuire %it a Response in order to remain on any prequalified or

registered supplier Ii? V
3.2 Respondent é\tgns
(-

a. The Responde\ make sure they understand the RFI.

b. If the Respondént has any questions or needs clarification, they:
i rr@; it questions before the Deadline for Questions (Section 1 of the RFI)
ii. must clearly indicate any commercially sensitive information in their questions
iii. may withdraw their questions at any time.

c. When the Buyer receives questions before the Deadline for Questions:
i. The Buyer will respond on or before the Deadline for Answers.

ii. The Buyer may provide details of both the questions and the answers to other Respondents. In these
circumstances the Buyer will summarise the questions and will not disclose the Respondent’s identity.

iii. Unless stated otherwise in the RFI, the Buyer will post both the questions and answers on GETS.
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iv. The Buyer will not publish the Respondent’s commercially sensitive information. However, if the
Buyer considers the information to be significant for all Respondents, the Buyer may modify the
question and publish both this and the answer. In that case the Buyer will first give the Respondent
the opportunity to withdraw the question or remove any of their own commercially sensitive
information.

3.3 Submitting a Response

a. The Respondent must ensure the Buyer receives the Response at the correct address on or before the
Deadline for Responses.

b. After the Deadline for Responses, the Buyer will acknowledge receipt of the Response.

c. The Respondent must ensure that all information they provide to the Buyer: (L
i. s true, accurate and complete %

ii. is not misleading in any material respect @
%‘

iii. does not contain material that infringes a third party’s intellect rty ri
iv. is identical, if they supply both hard and soft copies. é)

d.  The Buyer may rely on the Response and all mformatlon d by Re pondent during the RFI
process (e.g. correspondence and negotlatlons)

3.4 Clarification of Response
a. The Buyer may ask the Respondent for Ef atl |f|cat|on on the Response at any time

during the RFI process.
larification.

or clarification as soon as possible, in the format

b. The Buyer need not ask all Res

c. The Respondent agrees to
requested by the Buyer.

% ort
Standard RFI c i %

3.5 Buyer s tact
a. The Respondent t all RFI enquiries to the Buyer’'s Point of Contact in Section 1 of the RFI.

b. Only the Poi n act or a person authorised by the Buyer, may communicate with the Respondent
the RFI. The Buyer will not be bound by any statement made by any other person.

on any a Q
c. The B y change its Point of Contact at any time. The Buyer will notify the Respondent of any
chan email or posting a notification on GETS.

d. If a Respondent has an existing contract with the Buyer, business as usual communications, for the
purposes of managing delivery of that contract, will continue using the usual contacts.

e. Ifthe Respondent has an existing contract with the Buyer, the Respondent must not use its business-as-
usual communications to contact the Buyer regarding the RFI.

3.6 Conflict of Interest

a. The Respondent must complete the Conflict of Interest declaration in the RFI Response Form. If a joint
Response is being submitted, each party must complete the Conflict of Interest declaration separately.
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b. Ifa Conflict of Interest arises during the RFI process, the Respondent must inform the Buyer immediately.

c. The Buyer may exclude a Respondent from the RFI process if a material Conflict of Interest arises.

3.7 Confidential Information

a. Without limiting any other confidentiality agreement between them, the Buyer and the Respondent will
both take reasonable steps to protect the other party’s Confidential Information.

b. Except as permitted by the other provisions of this Section 3, neither party will disclose the other party’s
Confidential Information to a third party without that other party’s prior written consent.

c. Each party may each disclose the other party’s Confidential Information to anyone who is directly
involved in the RFI process on that party’s behalf, but only for the purpose of participating in the .
This could include (but is not limited to) officers, employees, consultants, contractors, professjonal
advisors, evaluation panel members, partners, principals or directors. Where this occurs, tE; % ing

r

party must take reasonable steps to ensure the third party does not disclosg the informati one

else, and does not use the information for any purpose other than participatifig in the RN SS.

d. The Respondent acknowledges that the Buyer’s confidentiality obligat are su@vo requirements
imposed by the Official Information Act 1982 (OIA), the Privacy Act 2020, parli@mentary and
constitutional convention, and any other obligations imposed w. Where_ th er receives an OIA
request that relates to a Respondent’s Confidential Informatio Buyer sk the Respondent to
explain why the information is considered by the Respon@ e con\jden | or commercially

sensitive.
e. The Respondent may disclose the Buyer’s Con ie nformat the extent strictly necessary to
comply with law or the rules of any stock excha n whwv&th&ecurities of the Respondent or any
ited by law, t

related entity are currently listed. Unless pro § , Respondent must consult with the Buyer

before making such a disclosure. Q
f.  The Buyer will not be in breach of its gbligation iscloses Confidential Information to the appropriate

authority because of suspected(Col e r anli-eempetitive tendering behaviour.

3.8 Costs of parti@%g i | process

Except as otherwise statedhin theMRFI, t ndent must meet their own costs associated with the
preparation and preser@ he Re§\ se.

3.9 Owners% of ents

a. TheRFlandits co tS\e@main the property of the Buyer. All Intellectual Property rights in the RFI
remain the prop of the Buyer or its licensors.

b. The Buyer, %equest the immediate return or destruction of any RFI documents and any copies, in
which ca e Respondent must comply in a timely manner.

c. Alldo nts forming part of the Response will, once they are delivered to the Buyer, become the
property of the Buyer. The Response will not be returned to the Respondent.
d. Intellectual Property rights in the Response remain the property of the Respondent or its licensors.

e. The Respondent grants to the Buyer a licence to retain, use, copy and disclose information contained in
the Response for any purpose related to the RFI process, including keeping appropriate records.
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3.10 Limited rights and obligations

a. Except as stated otherwise in this paragraph, nothing in the RFI, these RFI Terms or the RFI
process creates a contract or any other legal relationship between the Buyer and Respondent.

b. The following are binding on the Respondent:
i. The Respondent’s signed declaration (contained in the RFI Response Form).

ii. The Respondent’s obligations under paragraphs 3.1, 3.3 and 3.6. Nothing in this Section 3
takes away from any rights or remedies the Buyer may have in relation to the Respondent’s
statements, representations or warranties in the Response or in correspondence with the
Buyer.

iii. The standard RFI conditions in Section 3. (L

c. Paragraphs 3.4 and 3.9 are binding on the Buyer.

d. All terms and other obligations that are binding on the Buyer a \%& tt(&er’s

additional rights in paragraph 3.11.

3.11 Buyer’s additional rights

a. Changes to the RFI @ % E
i. The Buyer may amend, suspend, cancel or re-i @e RFI art of it, so long as it notifies the
Respondent. \
R

ii. The Buyer may change material aspect RFI,such as the timeline or Requirements, provided it
gives the Respondent time to resp update § nse in relation to the changes.

b. Timeline @

i. The Buyer may accept a lat ponsg the Buyer’s fault it is late, or if the Buyer considers there
is no material prejudic t?har Re ‘@@ ts in accepting a late Response.

ii. The Buyer may ans questi mitted after the Deadline for Questions, and notify all
Respondents Me submi f the question and the answer.

c. RFIProce
i. The Buyer may Iia@any Respondent without informing, or doing the same, with any other

Respondent
i. The Buy(@ide Respondents with information arising from questions about the RFI.
)

y withhold information arising from questions about the RFI. This may be the case if the

ii. The
in is unnecessary, is commercially sensitive, is inappropriate to supply at the time of the

request or cannot be released for legal reasons.

iv. The Buyer may waive requirements or irregularities around the RFI process if the Buyer considers it
appropriate or reasonable to do so.

3.12 New Zealand law

The laws of New Zealand govern the RFI. Each Respondent agrees New Zealand courts have non-exclusive
jurisdiction to rule in any dispute concerning the RFI or the RFI process. The Respondent agrees that it cannot
bring any claim in relation to the RFI except in a New Zealand court.
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3.13 Disclaimer

a. Nothing contained or implied in the RFI, or RFI process, or any other communication by the Buyer to the
Respondent is to be construed as legal, financial or other advice.

b.  The Buyer will endeavour to provide accurate information in any communication, but the Respondent
accepts this information is not independently verified and may not be up-to-date.

c. The Buyer will not be liable in contract, tort, equity, or in any other way for any direct or indirect damage,
loss or cost incurred by the Respondent or any other person in respect of the RFI process, whether as a
result of the Buyer exercising its rights under paragraph 6.22, the Buyer’s negligence or breach of these
RFI Terms, the Buyer failing to select the Respondent as the Successful Respondent, or any other
cause.

d. Tothe extent that liability cannot be excluded, the maximum aggregate liability of the Buyer, its agents
and advisors in connection with the RFI process, to all Respondents combined, is NZ$5,000.

e. The limitations and exclusions in paragraphs ¢ and d above do not apply to ary liability the @ay have

for breach of confidentiality or infringement of the Respondent’s intellectual %
3.14 Precedence &
a. Any conflict or inconsistency in the RFI shall be resolved b ecede the following

descending order:
i. these RFI-Terms Q s
ii. all other Sections of the RFI document %

iii. any additional information or document pravided by th er to Respondents through the Buyer’s
Point of Contact or GETS.

b. Ifthere is any conflict or inconsiste efwWeen i n or documents having the same level of
precedence the more recent |nf or d@@ will prevail.

Definitions
In relation to the RFI th wo xpreSS|ons have the meanings described below.

Buyer me agency that has issued the RFI with the intent of obtaining information.

\
Confidential Confidepti rmation of a party (Provider) means information acquired by the other party

Information (Recipient) the Provider in connection with the RFI process, where that information:

aQ its nature confidential
marked at the time of disclosure to the Recipient as ‘confidential’, ‘in confidence’,
‘restricted’, ‘sensitive’, ‘secret’ or ‘top secret’, and/or

Oc. the Recipient knows, or ought to know, is confidential to the Provider or a third party
who supplied it to the Provider.

However, this does not include information that is publicly available through no fault of the
Recipient, or that the Recipient acquired entirely independently of the Provider.

Conflict of A Conflict of Interest arises if personal or business interests, relationships or obligations of
Interest the Respondent or any of its personnel do, could, or could be perceived to:

a. conflict with the Respondent’s obligations to the Buyer under the RFI or in the
provision of the goods or services, and/or
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Buyer

The government agency that has issued the RFI with the intent of obtaining information.

b. call into question the independence, objectivity or impartiality of any person involved in
the RFI process on behalf of the Buyer.

A Conflict of Interest may be:
c. actual: where the conflict currently exists
d. potential: where the conflict is about to happen or could happen, or

e. perceived: where other people may reasonably think that a person is compromised.

Deadline for The deadline for the Buyer to respond to questions submitted by a Respondent stated in
Answers Section 1.2 of the RFI.
Deadline for The deadline for delivering or submitting Responses to the Buyer as stated in Gbl
Responses the RFI.
V
Deadline for The deadline for submitting questions to the Buyer as statedfin ectl fthe RFI.
Questions
N4
GETS Government Electronic Tenders Service available gwww gets%z.
Intellectual All industrial and intellectual property ri @ther d by statute, at common law or
Property in equity, including (but not limited to t, trad s designs and patents.
Point of The Buyer and each Respon qU|r oa omt a Point of Contact. This is the
Contact channel to be used for all c nicationg,d he RFI process. The Buyer’s Point of
Contact is identified in SgCti f th Respondent’s Point of Contact is identified
in its Response. Q
Respondent A person, compa ga s’hat submits a Response in response to the RFI. The
term Respoéﬂ/ clude h ber of any consortium.
Response The r; a Res@submlts in reply to the RFI. It comprises the Response Form
a r information*submitted by a Respondent.
Response The form claration prescribed by the Buyer and used by a Respondent to respond to
Form the RF mpleted and submitted by a Respondent as part of the Response.
N
RFI s\te Request for Information.

RFI-Terms O eans the RFI| Terms as set out in Section 3 of the RFI.

For more definitions, click HERE.

Request for Information — Road User Charges — Retail Services
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Document 26

Instructions for Respondents

1. Check that you have all the relevant documents, including:
e The Request for Information (RFI) which outlines what information is needed.
e The Response Form (this one) to fill out your response.
e The RFI-Terms.
2. Before filling out this form, read the RFI carefully, particularly Section 2 (Our Requirements).

3. Please follow the layout of this Response Form: q(l/

e Don’'t change the section headings and sequence as this needs tt@)nsisten all

Respondents.
o Insert any extra images or graphs either as part of your ans %a sa&te attachment
(but make it clear in the Response Form that you have done'$o). C)
e The combined file size including all attachments that@g sent
procurement@transport.govt.nz is 20MB.
4. Everything highlighted in PURPLE in this docume inférmati he Respondent (youi.
Delete these PURPLE parts before sending the nse .‘Everything shaded in is
és

customisable by you. When you have compl ea se un-shade them.
|:| The purple boxes are Respondent Tinete Qﬁer reading.
Write your response in the blu @ws.
2

5. Remember to make a note of t

-S the blue once you have filled these out.

ine stions. Feel free to ask us anything if it is

unclear. ?\ O
N
<& \?\/

O
(<\
S
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Checklist for Respondents

Before you submit your Response...

1. Fill out all sections of the Response Form.

2. Remove all the purple ‘Respondent Tip’ boxes from this Form.

3. Delete the PURPLE instructions from this Form.

OO0

4. Un-shade the BEUE highlighting where you fill out your answer.

5. Prepare your Response
Send a digital copy by email to procurement@transport.govt.nz (]/
6. Arrange for the Response to be submitted electronically before t e@line fo’\ ]
Responses. «

[

p 2
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SECTION 1: About the Respondent

@ RESPONDENT TIP

e This section gives the Buyer basic information about your organisation and identifies
your Point of Contact for the RFI process.

e If an item is not applicable, e.g. you do not have a registered office, complete the box by
stating 'not applicable'.

1.1 Our profile

Choose one of these statements to complete, and delete the others (L
(the Respondent) to provi%%

This is a Response by
information.

OR |This isa

Full legal name: at
Tradi TTEEN  ppiicanl, ~ ¢\
N
Physical address:

L N @V

N B \
Postal address:

Registered office:

Response, by

N -~

Business website:

Type of entity (lec 4l L tatus):

NZBN number.

Country of residoncer

GST regi=ti.tion number:

to be in week commencing

16 December)

[NZ GST number or if overseas please state]

b Twaskconmoncing _
Confirm your availability in week beginning 16 December Y/N
If not available please confirm your availability after 6 January.
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1.2 Our Point of Contact

Item

Contact person:

Request for Information Response Form — Road User Charges — Retail Services



SECTION 2: Our Requirements

@ RESPONDENT TIP

o Carefully read RFI Section 2 (Our Requirements). Then provide your response by
demonstrating your organisation's ability to meet the criteria.

e Please mark any information that is 'commercially sensitive' or 'Confidential Information'
to your business so that the Buyer knows. You cannot make the whole document
confidential unless this is truly the case. Refer to the RFI-Terms for more information.

o Keep it simple. If an answer is in another document e.g. a marketing brochure, just cut
and paste the relevant part into this form. Do not show the whole document unless

necessary - the Buyer may not read it all
e You may include extra information in your Response but only if it adds value and |%L
relevant.

2.1 Responses ,Qz\
C)the RFI document

This document should be reviewed alongside the Informati oran
(see GETS notice for all documents). Please increase th@ f the answeérbox to fit your answers.
About you

To what extent is the provision of RUC retai % X ing services that support
the purchase and management of RUC) s i ur ntly do in New Zealand or

another jurisdiction?

What is the scope of your current o (| e. t f vehlcles vehicle owners, and
services)?

If you currently do not prowde a but are interested in the opportunlty,
include any current serwce a@f sector your level of experience in

dellverlng that service, ested in the opportunity to deliver RUC retail
services. E

[insert answer hQ&
Level of interesQ&services

What is the pature, of the RUC retail service you are interested in offering:
1. M UC management service (but not direct purchase of RUC). This could
in a reminder service to purchase RUC and outline or link directly to where

RUC can be purchased (online and in physical locations);

2. Manual RUC management service including direct purchase of RUC —-as an Agent of
NZTA. So that customers are reminded of the need to check and purchase RUC and
when new licences are required, they can be purchased (either instore or online);

3. Electronic RUC management services enabled by electronic measurement and
reporting of vehicle distance and providing reminders to purchase RUC licences
(but not direct purchase of RUC);

Request for Information Response Form — Road User Charges — Retail Services



4. Electronic RUC management services enabled by electronic measurement and
reporting of vehicle distance and automatically purchasing RUC directly (as an
agent of NZTA);

5. Full eRUC or eaRUC solution as a certified service provider approved by NZTA
under the code or a revised version of the code
(https://www.nzta.govt.nz/assets/resources/road-user-charges/eruc-
guidelines/docs/ERUC-code-of-practice.pdf); or

6. Another business model (or hybrid of the approaches outlined above)?

[insert answer here]

SV

Commercial proposition
Do you think the commercial proposition of RUC retail services is dalonmsmess

opportunity or one that is integrated with a range of other actiyi
As the underlying cost of RUC is fixed, retail service provide&ill need to, make a

commercial return on activities other than the sale of u lying RUC. This would mean
selling RUC as part of a broader offering, such as:
o fleet management/telematic services Q@

e bundling of utility like payments

e financial services to bundle and smo msﬁ\
r

e sale of information to advertisers ( e express permission of customers) etc.
o efficiency of service offering g ma '%e made on the administrative fees

charged for RUC purchase%
This list is non-exhaustive, an er
welcome, along with any descri of whrafhif any, changes to existing legislative or
administrative provisions %e neec facilitate this.
Are there minimum scaleMactors t Qpact commercial viability? Is there a lead time that
needs to be consideréd? at tors should we consider regarding commercial
viability? @ \
[insert answer hQ\:

Technology

mercial propositions you may suggest will be

What role might technology offered by your business play in the future RUC retail market?
Does your (current or planned) provision of RUC retail services use technology that you
supply to measure and report distance, or support the reporting of distance from existing
equipment (e.g. odometers or OEM telematics systems? If so, can you summarise:

e how the technology works

Request for Information Response Form — Road User Charges — Retail Services
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e what data is collected

e What services you provide with the technology in connection with revenue
collection (e.g. distance measurement, tolling, congestion charging, refunds)

e how you ensure the reliability and security of the system

e how revenue security is protected

e how user privacy is protected

e what benefits it offers customers compared to the existing system

o whether the technology is stand-alone or integrated into existing devices (cars or
phones)

o whether it requires professional installation (if it is not integrated) and whether it
requires any modifications to be fitted for the purpose of providing RUC retail
services for light vehicles (l/

Please describe any examples of where and when this technology een app
practice for RUC or similar purposes, to generate actual revenue.

\g\

<</
e %

To inform the policy, legislative and regula settgé e are interested in your view

[insert answer here]

about the barriers to you achlevmg yodr'commergi irations as a RUC retail services
cy sett ould need to change or be made
easier to enable you to invest in offering’RU services?

NZTA
NZTA plays an impoyptantxole in RUC services as the Government’s RUC collector.

Under current ar, nts NZTA is responsible for:
1. Appro rgor declining) any RUC retailer application and appointing and contract
managifng Agents (some of whom operate under a contract and are paid a
c ion for RUC sales);

Providing RUC retail services to customers directly (through its website and App);
3. Collecting and administering the RUC revenue; and
4. Receiving the statutory fee for RUC transactions.

The Government is keen to ensure NZTA'’s activities don’t crowd out the role of third
parties in the provision of RUC services. Are there measures that the Government should
take to ensure NZTA'’s activities enable and encourage other RUC retailers to participate?

Request for Information Response Form — Road User Charges — Retail Services



[insert answer here]

Revenue security

How can the RUC retail market assist with balancing a user-friendly system with ensuring
revenue security?

[insert answer here] (L
Consumer protection and support {\@ \

Do you have any initial views on how you might ensure app&a protec of
consumers (e.g. complaints, remedy mechanisms)? WOUIE you offer different payment

options to enable consumer flexibility and choice in RU chasev

Q((/\Qé
S\

[Optional] Additional informati
If there is other material you li @ke us aware of in considering the policy,
regulatory and Iegislativ@ st greater third-party provision of RUC services,

[insert answer here]

please feel free to include‘it Jsgelow. id attaching company brochures and other
advertising materia ho ve 20MB via email.

[insert answer hg‘c)\?\/
<<\

X
2.2 Assumptions

Please state any assumptions you have made in relation to the Response.

[insert answer here]
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@ RESPONDENT TIP

e An assumption is something that is accepted as true or as certain to happen without
proof e.g. that the Buyer (or a third party) will provide certain information or assistance so
that the Respondent can deliver on the Requirements.

Request for Information Response Form — Road User Charges — Retail Services Page 10



SECTION 3: Respondent’s declaration

@ RESPONDENT TIP
e Here you are asked to make a formal declaration. Select 'agree' or 'disagree’ at the end
of each row. If you don't, you will be deemed to have agreed.

e Have the declaration signed by someone who is authorised to sign and able to verify the
declaration, e.g. chief executive or a senior manager.

e |f you are submitting a joint or consortium Response each party involved in the joint or
consortium Response must complete a separate declaration.

Declaration Res,\riid:nt’s

d:cianziion

RFI-Terms: I/'we have read and fully understand this RFI, includi RF -
Terms. I/we confirm that the Respondent agree§ to%he bou
by them. (" \

Conflict of The Respondent warrants that it has ngra
Interest perceived Conflict of Interest in submitti

declaration: Where a Conflict of Interest arises@ the ess the
Respondent will report it immedi the Point of

Contact. A\ K\

A4
y poten
il

Details of
conflict of
interest:

DECLARATION BY THE R %DEQ
I/we declare that in subrr% the R and this declaration:
ided’i

e the information p X/ s tr% rate and complete and not misleading in any material
respect \

o the Respongg not q%tain any material that will infringe a third party’s intellectual

property rig
¢ |/we have secure N% ropriate authorisations to submit this Response, and to make the
statements and to provide the information in the Response.

l/lwe understan he falsification of information, supplying misleading information or the
suppression terial information in this declaration and the Response may result in the
ing eliminated from further participation in any procurement process flowing

Respondern
out of the @ nd may be grounds for termination of any Contract awarded as a result of
such a proedrement process.
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By signing this declaration the signatory below represents, warrants and agrees that they
have been authorised by the Respondent to make this declaration on its/their behalf.

Signature:

Full name:

Title/position:

Name of organisation:
Date:

Request for Information Response Form — Road User Charges — Retail Services Page 12
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Information Memorandum

Road User Charges — Retail Services

November 2024
Key dates
15 Nov RFI released
12 Dec RFI responses due

Jan/Feb ‘25 MoT analysis and reporting
Mar ‘25 Government decisions on RUC transition



Transition to
Road User Charging

The New Zealand Government has agreed to transition ~3.5
million light vehicles from Petrol Excise Duty to Road User
Charges (RUC) from 2027.

The transition provides a commercial opportunity to offer
services supporting the purchase, measurement and
management of RUC. Commercial opportunities could include;

Payment bundling Over-the-counter services
Payment smoothing Technoiogy provision
Data aggregation Advertising

This Information Memorandum (IM) explains what RUC is, the
potential commercial opportunities in the<etail market, who we
want to hear from, what we want to know and what happens next.
It accompanies a Request for Information (RFI) containing further
detail and an RFI Response Form.

~4.7 million +

Total vehicles to be subject to
RUC from 2027, potentially
making New Zealand the
World’s largest operational
and mandated RUC system



RUC in New Zealand
- background

RUC is a mechanism for paying for road use by
distance, weight and axle configuration

New Zealand has had a RUC system since 1978.

— At present all heavy vehicles regardless of energy/source
and all diesel, electric and plug-in hybrid lightvehicles
must pay for road use based on distance and\ehicle\class.

- Most vehicle owners pay for RUC manually, buying prepaid
distance licences online or over the'counter.

- Many heavy vehicle (and a few commereial light vehicle)
owners use a certified eRUC service provider that supplies
vehicle trip recording systems and invoices customers.

180,0000

Heavy vehicles currently subject to RUC

1 million
Light vehicles already subject to RUC

NZD 1.9 billion

Government RUC revenue in FY24

~2/3

Heavy vehicle RUC revenue collected
via ERUC
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I The current RUC system (1 of 2)

(1/
P

The New Zealand Transport Agency (NZTA) is the RUC collegeg/a/{d"t«here are several outlets
through which vehicle owners can purchase a RUC Iicencé\ C)

WS

In scope for this RFI

EARUC
providers

NZTA (online Over-the-
/ phone) counter agents

ERUC providers

Connect (ESPs)

customers

7
14
w
=
<
=
L
14

RETAILERS

E.g. Vehicle
sellers, large
customers
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The current RUC system (2 of 2)

The current RUC system was originally designed with the heavy vehicle fleet in mind. The transition
of 3.5 million vehicles provides a timely opportunity to review. the‘existing arrangements

Electronic systems (ERUC) Electronic systems (EARUC)

NZTA’s RUC retail system

NZTA’'s RUC retail system is largely
manual - users must realise that they
need to buy a licence and then log onto
NZTA's online portal or visit agents to
purchase a licence. Fleet customers can
use “direct connect’” to purchase and
manage their purchase and label printing.

Many RUC users buy their RUC via the
NZTA online portal or from agents. 90%
of light and 28% of heavy RUC revenue is
collected through these outlets.

Licenses are currently pre-purchased jin
increments of 1,000 kilometres and
various rates apply depending on vehicle.

Electronic System) ‘Providers (ESPs)
offer a subsegrigtion fleet~ management
service  (aSsisting «~.with  operational
efficiency(_and &afety) and typically
includes»RUC, (senvices (ERUC). These
services,'are, predominantly used by the
commercial/heavy vehicle fleet.

+here "are currently three ESPs in New
Zealapd: They handle the RUC
calculations, are liable for the debt to
NZTA, and are regulated by NZTA under
the ERUC Code.

ESPs use two sources of distance data.
One is typically GPS based, the other a
distance recorder installed in the vehicle.

Electronically Assisted RUC (EARUC)
supports  vehicle owners with the
administrative side of managing RUC, and
can facilitate the purchase of RUC via an
application or portal connected to the
NZTA RUC transaction portal.

EARUC providers sometimes use a
device mounted on the windscreen to
display RUC distance licences. EARUC
products do not typically include distance
recording.

The EARUC market is still in the relatively
early stages of development but is an area
where there is emerging interest from
providers.


https://www.nzta.govt.nz/assets/resources/road-user-charges/eruc-guidelines/docs/ERUC-code-of-practice.pdf

What is changing?

Objectives in considering RUC retail purchase
settings include:

Ease of payment
With ~3.5 million |Ight vehicles transitioning As far as possible, paying for road use should be

to RUC there will be new market dynamics, SR, Wil &) D o elpons

Provides user choice

. , Users can choose from various providers with
The Government is keen to review RUE services tailored to individual needs

retail arrangements to ensure they sMit thg
changed conditions and providégan easy Market-led

transition and ongoing service provision F’r(.)V|ders tailoring offerln.gs to serve the user, resulting
for new users in improved user experience

Revenue security
Balance a user-friendly system with ensuring
revenue security
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RUC retail opportunities

Nbieironic
ronic
Manual RUC Manual RUC °‘§C rul e
Service management e <L ?anagement technolo
: i gy
Service direct sale > service
Manual services 0 'Q\ Electronic systems
Reminder indéc¥nd Electronic RUC Providing
service to Q) ; i management technology and
. y oint 9
Pottellntlal purchase RUC / % o services plus online/ app payment systems
Sl where RUC ca ?\ point of sale approved by NZTA
offering be purchased &/ EQ service
Motor@h le s\@pliers Tech companies/ App developers
Garages/ roviders eRUC providers/ eaRUC providers
Potential Insure ncial services Telemetics service providers
ret':ati_l o Ind associations Fleet managers
articipants - .
p g S@rmarketsl dairies Utility companies

Other over-the-counter retailers



What are the commercial opportunities connected with

RUC retail?
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We expect the sale of RUC may augment existing commercial activities and may generate customer
interactions, attract new customers, or present an opportunity for)providing value-add services, e.g.:

Enabling the bundling of RUC with
other services (e.g. broadband,
power, rates, phone and transport) for
ease of payment to a single trusted
payee

Advertising

Website and app advertising at point
of sale. Sale of information (to
advertisers  (with  the  express
permission of customers)

Subscription/smodthing>to reduce the
impact of lumpy payments. This may
include offering _pest-usage options or
charging™regular, flat fees based on
estimated usage

Payment bundling Finance/ payment smoothing Technology solutions

App and/or telematic services for
vehicle distance recording, RUC
payment and associated fleet
management services

Data aggregation Other retail services

Selling anonymised aggregated data
gained through the provision of
electronic RUC retail services (with
the permission of users)

Purchase of RUC alongside the
purchase of other items



What we want to know

DRAFT — NOT GOVERNMENT POLICY

A summary of questions in the RFl response form is set out.below~ not all questions will be
relevant to all respondents, please feel free to answer seléctively

About you
To what extent is the provision of RUC retail services
something you currently do?

Level of interest
What is the nature of the RUC retail service youlare
interested in?

Commercial proposition

Do you think the commercial propositioh of RWUC retail
services is a standalone business opportunijty’or one
that is integrated with a range of other activities?

Technology
What role might technology offeréd by your business
play in the future RUC retail market?

Barriers
What might help or hinder you from
participating in the RUC retail market?

NZTA
How can NZTA's activities enable and encourage RUC
retailers to participate?

Revenue security

How can RUC retail market participants assist with
balancing a user-friendly system with ensuring
revenue security?

Consumer protection and support

Do you have any initial views on how you might
ensure appropriate protection of consumers (eg.
Complaints, remedy mechanisms)?



I Next steps

12 Dec

RFI responses due
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Jan/Feb ‘2 Q/ 3
MoT analysis an
reportin%/é~ ?\
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RFI released

Mar ‘25

Government
decisions on RUC
transition

10

As early as
2027

-

Transition
commences




Document 28
UNCLASSIFIED

27 November 2024 0C241339
Hon Simeon Brown Action required by:
Minister of Transport Monday, 16 December 2024

COST ALLOCATION MODEL AND ROAD USER CHARGES

Purpose

Provide background information relating to the cost allocation model (CAM)show it is used to
set road user charges (RUC), and potential changes to improve the approach.

Key points

e The RUC system aims to charge rates to vehicles/that afe proportionate to the costs they
impose on the network. The Ministry is responsible for the-€AM, which breaks down
expenditure from the National Land Transport Programme (NLTP) and assigns costs to
every kilometre travelled on the network.

e The CAM’s main influence is en RUC rates for-heavy vehicles, as light vehicles (up to 3.5
tonnes) pay very few weight-relatéd costs due'to their negligible impact on road wear.
Instead, light RUC ratesrare made up predominantly of ‘common costs’ that do not vary
with vehicle weight arnd aré chargéed equally to all powered vehicles.

e The CAM is typically used asta-guide to consider user-pays when setting RUC rates
rather than fot preciSe rate-setting. It has no legislative standing and given the significant
averaging/withinithe medel, and regular fluctuations in CAM-recommended rates year-by-
year, successive governmeénts have applied discretion in setting rates. As a result, RUC
rates have always'differed from CAM rates.

e There has been‘regular review of the CAM, and most changes have been at the margins.
From a road’engineering perspective, it remains fit for purpose. The most substantive
recentreviews in 2009 and 2011 identified some improvements, most of which were
minor. Since 2012, the road transport industry, while not necessarily agreeing with every
assumption in the CAM, has generally accepted the way it informs the setting of rates.

e The CAM is only used when RUC rates are being reviewed. This means that it has not
been updated since 2020. As a result it is unclear to what extent current RUC rates
diverge from the CAM. We intend to update the expenditure and travel data in the CAM in
2025 as a first step towards re-setting of RUC rates in 2027.

e There are some adjustments we could consider improving the CAM, which can support
movement towards fair user-pays RUC rates in future. However, there is not a strong

UNCLASSIFIED
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review of eniineerini assumitions| iarticularly given the

case for a new independent
cost and resource required.

Recommendations \2\@ }\%

We recommend you:

1 agree that the Ministry report back to you in Ma QWﬂh advi how the Yes / No
cost allocation model is to be used to set rates ncredses duled for 1
d

January 2027 and to transition petrol vehlcl use

% &\

Matt Skinner on Simeon Brown
Manager RUC Transition Minister of Transport
27/11/2024 T oSN o]

Minister’s office to co %li Approved [J Declined

SD Seen by Minister O Not seen by Minister

"@

O Overtaken by events

Comments \Q\

Contacts

First contact

Telephone
Matt Skinner, Manager RUC Transition

Jonathan Petterson, Principal Adviser, RUC Transition

UNCLASSIFIED
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COST ALLOCATION MODEL AND ROAD USER CHARGES

The CAM seeks to charge RUC to recover the costs of investment

1

The cost allocation model (CAM) is used by the Ministry to guide the setting of road
user charges (RUC) and fuel excise duty (FED). It is the primary tool to support the
RUC system’s purpose to impose “charges on RUC vehicles for their use of the roads
that are in proportion to the costs that the vehicles generate”.

The CAM takes the costs of delivering the National Land Transport Programme

(NLTP), including Crown funding and local share, and allocates them to vehicles. |n
this way, the RUC rates aim to, on average, recover the full costs of investment.into
the system, as a proxy for the costs that each vehicle imposes on the road netwark:

History of the RUC system and the CAM

3

The original purpose of the RUC system when it was implemented-in 1978 was to
produce all the funding necessary to meet the costs“ef maintaining, operating and
improving the road network. The cost allocation,methcdology was-developed to
ensure that the costs were recovered in a mannper that indicated,the relative cost
responsibility of the different types of vehicles that used the=roads. In this way, RUC
acts as both a cost-recovery tool, but alsova‘pricing signal to road users to ensure
efficient choices of vehicles to reduce.unnecessary'damage to the road network.

Initially, the RUC system was designed specifieally for heavy vehicles. As uptake of
light diesel vehicles increased,the]RUC system grew. Even though light vehicles now
make up over 80 percent af all RUC vehicles, the core focus of the CAM remains on
ensuring heavy vehicles are ‘sdbjectdoappropriate rates.

The CAM has always been a feature/of the system, and its core methodology is
largely unchangedssince the original development of the RUC system. Over the
years, as theMfunding system:and RUC system have evolved, there has been regular
review and revision.

Most substantively, in2009, An Independent Review of the New Zealand reported
back to Hon Steven Joyce on its findings. While broadly focused on the RUC system,
it included several specific and technical recommendations in relation to how the
CAM allocates-Costs. This resulted in the biggest change to the RUC system since
the 19%0s, and as a result we now charge based on the carrying capacity of a vehicle
rathewrthan the maximum weight as nominated by the operator. However, despite
thesexchanges, the CAM methodology is still largely unchanged.

Appendix 2 includes a summary of the evolution of the RUC system, and the relevant
reviews and updates of the CAM.

The current CAM methodology

8

Appendix 1 shows how the allocation of costs works, using the example of the rates
output by the CAM for the 2020 setting of RUC rates. There are four substantive
steps.

UNCLASSIFIED
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8.1 The CAM calculates the number of units of five different cost drivers to be
assigned to each RUC vehicle type based on the estimated impact each vehicle
type has on the costs of investing in the network.

8.2 Total annual NLTP expenditure is broken down into the five cost drivers.

8.3 Based on total vehicle kilometres travelled, the CAM calculates how much
needs to be charged per unit in order to cover the full costs of investment within
each cost driver.

8.4 The unit cost for each cost driver (from step 3) is multiplied by each vehicle

type’s units (from step 1) to identify the rate required to ensure each vehicle is
subject to a rate that covers its costs from using the network.

Examples of costs included

9 The five cost drivers are:

Costs intended to How are costs
be recovered allocated?

Cost driver

Heavy Costs attributable 1 unit to every lice’s mer ial Vehicle Safety
vehicle (HV) @ only to heavy vehicle >6T eam and e land purchases
vehicles A~/ :
Passenger Costs that vary 1 unit fordight Some'costs of new roads and land
car based on the vehiclesrand \ purchases
equivalents | amount of space a | trailersy2wnits for
(PCE) vehicle takes up heawy vehicles |
Gross Costs that suppo <@1it per to ¥‘ Bridges and strengthening pavement
vehicle roads to manag maximuim
weight heavy loads /vehicle)
(GVW) ‘\% I
Equivalent Cost tofepair " AMactor of axle Pavement maintenance, resurfacing
standard pavement wear { weight to the and rehabilitation
axles (ESA) | caused by axle , power of four
weight
Powered %mon sts that | 1 per powered Road repairs due to age or weather-
vehicle (PV) “.do not to vehicle (0 for related damage, road signage, road
wei %\ use trailers) markings, routine maintenance,
< ’ traffic lights, road policing and public

AN

Treatment‘ef other costs and revenue

transport subsidies

10 The CAM takes into account all investment and revenue related to the NLTP. This
means that local government investment (e.g. into local roads) and Crown funding
where directed via the NLTP (e.g. towards State highway projects) is included within
the costs to be allocated. However, because that revenue is already sourced, it is
taken off the total needed to be collected from common costs (PV). Similarly, revenue
from motor vehicle registration and licensing fees is deducted from common costs.

11 FED revenue is treated similarly to light RUC, in that the CAM assumes that the
contribution made from FED is proportionate to the same cost drivers as for a light
diesel vehicle.
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Key limitations of the CAM and areas for further consideration
The CAM’s focus is on setting rates for heavy vehicles

12 Heavy vehicles travel over 4 billion kilometres per year, about 10 percent of all
kilometres travelled on the road network. However, through RUC, heavy vehicle
operators pay for approximately 93 percent of the costs of road wear. This is the
result of the fourth power rule which reflects that the damage to roads increases
exponentially based on vehicle axle weight.

13 As a result, small changes to how the ESA parameter in the CAM is calculated, or in
the amount of costs attributed to ESA, can have a major impact to the total costs of
heavy RUC.

The CAM has a relatively limited impact on light vehicle RUC rates

14 As only ESA has an exponential factor, the other cost drivers are spread more evenly
across all kilometres travelled and have a smaller impachon rates,As the ESA
component for light vehicles is small, there is limitedsrationale to charge different rates
of RUC to light vehicles weighing up to 3.5 tonnes: Fhe-followingstable shows what
differentiated weight RUC rates would have been‘at two extiremes for different light
vehicles, based on the methodology for the”2020.CAM.

Cost driver W\ Vehicle weight
1.5 tonnes 2y78 tonnes 3.5 tonnes
(lightest RUC (average light (heaviest RUC
vehicles) ($) RUC vehicle) ($§) vehicles) ($)
Heavy vehicle (HV) 0.00 0.00 0.00
Passenger car 954 9.54 9.54
equivalents (PCE)
Gross vehicle weight 2.04 3.78 4.76
(GVW)
Equivalent standard 0.08 0.92 2.31
axles (ESA)
Powered,vehicle (PV) 57.69 57.69 57.69
GST 10.40 10.79 11.15
Total including GST 79.75 82.72 85.45

The CAM has several limitations
15 There are several known limitations of the CAM. Key ones include:

15.1 Vehicle weights are based on estimated averages. The CAM assumes, for the
purposes of the ESA calculation, that vehicles operate unladen for half their
distance travelled, and maximum vehicle laden weights are averaged within
each vehicle class, based on operator stated weight from the system prior to
2012.

15.2 It accounts for average road use. This means it does not take into consideration
the actual road usage by an individual vehicle, the type of pavement it travels
on, and geographic boundaries. If the system identified vehicle weight and
location, there may be a case to use more precise rate setting — for example, a
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second power rule for ESA might be more appropriate on some State highways,
and a seventh power rule on lower quality local roads.

The CAM is considered a tool to guide setting RUC rates rather than a rigid rate-setting

device

16

17

18

19

The CAM is generally a tool to help set rates, but given potentially significant swings
up and down in rates, Ministers typically use discretion and limits to the extent to
which they adopt the theoretical CAM rates. Exact CAM rates have not been applied
in recent decades, and 2018 was the last time the CAM was used to influence rate-
setting, where increases to specific heavy vehicle rates ranged from 2—10 percent,
subject to the extent the CAM estimated the vehicle to be under- or over-paying. In
2019 and 2020, RUC increases were applied as blanket percentage increases to,all
rates, regardless of the CAM’s guidance.

The policy process for the 2020 RUC increases (as documented in"the Regulatory
Impact Statement') demonstrates how this has worked in practice.

17.1 The government was seeking an overall 5.3 percent increase injtotal RUC
revenue.

17.2 The Ministry used the CAM to developfivevoptionsifer.setting RUC rates to
achieve the increase, including adopting the CAM™rates in full (with some big
decreases and some big increasés)increasinghallrates between 0-10 percent
subject to CAM relativities, and a‘blanket/b:3 percent increase across all rates.

17.3 The decision was takendo apply a 53, percent increase across all rates, to
ensure an equivalent/impaet on allusers, despite it moving RUC rates further
from what was speeified by the’CAMk

As a result of successive.decisions consistent with the above, current RUC rates
differ significantly from the CAM=suggested rates. Based on the CAM rates modelled
in 2020 (based on\ferecast expenditure for 2020/21 and vehicle kilometres travelled
for 2019/20) the £LAM calculates heavy vehicles would overpay by about $200 million
per yearpandthat light RUC rates should be approximately 9 percent higher. Some
individualheavy yehicle’types have RUC rates that over-recover by more than 75
percent.

This is a eonsideration for Ministers, and not an inherent issue with the CAM itself.
We will continue to support decision-making in line with the CAM, and therefore
greater eost recovery, while recognising that alternatives may be in the public interest.

We consider the current CAM to be largely fit for purpose

20

Based on the scope and how thorough previous reviews were, and that they did not
result in substantive changes, we do not consider there to be a strong rationale for a
wide-scale review. Previously reviews have been initiated as a result of sector
discomfort with the system, and we are not aware of concerns being raised by the
heavy vehicle industry about how rate increases have been attributed recently.

1 https://iwww.transport.govt.nz/assets/Uploads/RIA/RIS-RUC-increase-2020.pdf
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Given the limited impact the CAM has on light RUC rates, we also do not consider
that the transition of petrol vehicles to RUC warrants a major review.

However, we are aware of several areas for further investigation that can be
progressed internally, that could broadly support a move towards greater application
of cost recovery and fairer RUC rates.

Opportunities for future changes to the model in the context of the fleetwide
transition

23

24

25

update the expenditure and travel data used — this has not been done since 2

Prior to consideration of any changes to the workings of the CAM we propose to

and may result in an increase in weight-related costs (such as pavement %‘v
r%u .
N a

maintenance spending) and a decrease in common costs (su public
This in turn could result in the CAM recommending IowerQ\ ght ve

nd

higher rates for heavy vehicles.
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APPENDIX 1: HOW THE CAM WORKS
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APPENDIX 2: HISTORY OF THE CAM

The establishment of the CAM dates to the 1973 New Zealand Transport Policy Study
which recommended the abolition of regulatory restrictions on the use of trucks in
competition with New Zealand Railways and instead proposed the use of pricing to
ensure efficient allocation of traffic between the modes. To achieve this, it recommended
a cost allocation study as a basis for the calculation of user charges and the appropriate
level of non-user contributions. The Officials Committee established to consider and
where appropriate implement the Study’s recommendations developed proposals for
what became the RUC system.

The CAM has been subject to several substantive reviews. In 1984 the model was
updated to reflect the expansion of the National Road Fund. Later in 1996 the CAMWwas
independently reviewed which informed a final report in 2001 from an officials WWorking
Group. The group was chaired by the Ministry of Transport and iricluded représentatives
from Transfund NZ, Transit NZ and The Treasury.

o The recommendations from this 2001 report were used te devel6p an Excel
spreadsheet — an evolution of which is currently’used to by the Ministry.

o An extensive review in 2008/09 assessed land¢dransport cest allocations. The
purpose of this review was to ensure costs were being, allocated to road users in an
appropriate way. Prior to this RUC licences'were self-naminated by operators based
on the maximum weight the vehicle‘eould be at/any,time during the licence.

o Recommendations from this review included re=evaluations to use-related CAM
parameters, so ESA measures could properly reflect the uncertainties of attributing
the effects of road wear to Heavy vehicles:

o The 2009 review was followed by ayreview of all engineering assumptions in the
CAM by GHD/Merrik‘in 20117 Thissesulted in a new heavy vehicle parameter being
added, along with some othet minor changes.

As a result ofithe 2009 review,NZTA undertook further research into the appropriate way
of estimating road damage on different types of pavements and whether the so-called
“fourth power rule” was,a reasonable assumption for the rate at which road damage
increases with axlesweight. This research concluded that while a lower power may be
appropriate forsome roads (typically new State highways built to a high standard) and
higher for ethers(local roads built to a poor standard), the fourth power continues to
represent afreasonable average.

The CAMvis broadly consistent with methodology used overseas, which has developed
oversimilar timeframes.

o A similar method is currently used in Australia for calculation of annual licensing
fees for heavy vehicles. Their model is based on average historical cost in terms of
road investment and uses similar cost drivers for allocating costs between different
heavy vehicle types as used in our CAM.

o Weight related costs are allocated using the fourth power rule. This rule is based on
historical research from New Zealand, South Africa and the USA, and is widely
accepted as a rule of thumb for road design.
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Document 29

6 December 2024 0C241190
Hon Simeon Brown Action required by:
Minister of Transport Wednesday, 11 December 2024

TRANSITION TO ROAD USER CHARGES: INITIAL ADVICE FOR
CABINET REPORT BACK

Purpose

Seeks preliminary agreement to core elements of the plan to transition all.vehicles into road
user charges in preparation for your report to Cabinet in March 2025, and identifies some
matters requiring further analysis.

Key points

e You are due to seek Cabinet decisions,on the fleetwide transition to road user charges
(RUC) in March 2025. This briefing sets out a proposed scope for that Cabinet paper,
focusing on the key improvements needed to énable a transition to begin in 2027.

e As discussed with you on 14<November2024 xthis advice has been developed in parallel
to the market soundings work being completed. Market soundings will provide insights
into the private sector's potential role,in providing RUC services, both during initial
transition and beyond./However;‘even with the market soundings information, there will
be some inherent uncertainty.aboutthe exact role of the private sector.

e Cabinet willultimately need to'make decisions based on a balanced assessment of
anticipatedrivate sectorinvolvement and ensuring the availability of a robust, user-
friendly system tosupport the transition to RUC in 2027. Based on information currently
available to us/we consider that the private sector may not be able to provide the level of
certainty required,particularly in terms of their ability to rapidly develop and deploy a
modern andwser-friendly RUC system, within the necessary timeframe. A minimum
service levehwill be required from the New Zealand Transport Agency (NZTA), at least as
a transition step.

e This does not preclude greater private sector involvement in the system as we move
beyond the transitional phase. RUC legislation is broadly enabling and should support a
shift towards a fully electronic system with greater market involvement over time. Taking
this into account, we propose that your March report back to Cabinet:

o reaffirms fair charging for road use as the primary rationale for the transition to
RUC

o agrees to work towards a fully electronic system for all vehicles in the future

IN CONFIDENCE
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o agrees to retain the key features of the RUC system through the transitional
phase. These include a centralised rate setting, individual vehicle taxation, the
use of RUC to fund national land transport expenditures, and a role for NZTA
as a RUC retail provider.

We also propose Cabinet agree improvements to the existing system including offering
flexible payment options, implementing digital licences, and strengthening the
enforcement regime.

If Cabinet confirms an ongoing role for NZTA during the transition phase, some level of
investment in the NZTA-administered RUC system may be necessary to ensure the
transition can proceed. Such investment will, however, need to be structured to not crowd
out private sector involvement. We are currently exploring options for improving the
NZTA system, including more significant improvements such as auto-purchasing-and
account-like payment systems. These improvements will require ¢areful consideration of
the costs and time needed to implement and further analysis.

A significant communications campaign is needed to transition 3.5 million vehicles into
the RUC system. We propose that in March, Cabinet aGthorise NZTA\{o begin a
communications campaign to inform and engage the public about the*transition. We will
provide this collateral alongside the Cabinet paperfor consideration:

Between now and March 2025, we intend to provide you with several products, including
a report on the market soundings exercise ecurrently underway. In February 2025, we will
advise you on the necessary changes,*and will provide you with the draft Cabinet paper.

Recommendations

We recommend you:

1 agree that the draft\Cabinet paper will seek agreement to :
a) the objectives of the transition are to:
i.\, ensure“all.road users are fairly charged for road use
ii. (improve revenue sustainability
il move towards a digital future

b) retain the key features of the existing RUC system through the transitional
phase

c) essential changes to the RUC payment approach, namely:
i. allowing users to purchase RUC in smaller increments than 1,000
kilometres to provide flexibility and better manage cash flow, subject to

further investigation

ii. allowing users to pay for RUC in instalments, subject to further
investgation

IN CONFIDENCE

Yes / No

Yes / No

Yes / No

Yes / No

Yes / No

Yes / No
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iii. reviewing administration fees for the issue of RUC licences by 2027 to Yes / No
allow more frequent purchasing and encourage compliance

iv. allowing users to pay for RUC in instalments, subject to further Yes /No
investigation

v. introducing new ways to collect odometer readings, with specific detailsto  Yes/ No
be determined later

vi. transitioning to digital RUC labels and removing the current requirements  Yes/ No
to display labels on vehicles

includi

a) enabhng@Erchases through a mobile app to improve convenience and

(

note tha Q payment approach are being investigated,

accessibility

|ng a system to users to sign up for reminders to repurchase RUC
n t|me intervals

hat officials are preparing a Budget 2025 bid for system improvements,
focused on necessary improvements to NZTA’s systems that will not preclude
innovation and greater private sector involvement

note that further work will be undertaken to assess the feasibility and
implementation of auto-purchasing and account-like pre-payment systems for the
NZTA-administered RUC system.

note that the draft Cabinet paper will also set out the most effective way to remove
fuel excise duty.
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6 discuss with officials an appropriate timeframe for shifting the entire vehicle fleet Yes / No

to electronic RUC.

Matt Skinner Hon Simeon Brown
Manager, Revenue Policy Minister of Transport

Minister’s office to complete: O Approved ned qt

[0 Seen by Minister &t sew Minister
O Overtaken by eveng < ,

Comments @

Contacts
Name Telephone First contact |

. " s9(2)(a)
Matthew Skinner Manager, RUC Transition v

Jonathan Petterson, Principal Adviser, RUC Transition
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TRANSITION TO ROAD USER CHARGES: INITIAL ADVICE FOR
CABINET REPORT BACK

We are preparing for your March 2025 report back to Cabinet on the transition
to road user charges

1

At the Transport Officials meeting on 11 November 2024, we discussed the work to
date and upcoming advice on transitioning the light petrol fleet to RUC.

In March 2025, you intend to report to Cabinet seeking decisions to improve the RUC
system necessary to transition the fleet. This will include seeking authorisation to
issue drafting instructions for the required legislative amendments.

This paper outlines, for your preliminary agreement, the core Gomponents jef your
March report back, identifies issues requiring further analysis;"and proposes that your
report back seeks agreement to initiate communication,efforts to prepare the public
for the transition to RUC. The annex illustrates the milestones achieved and the
planned steps to transition the entire fleet to RUC®y,2027.

Cabinet should reaffirm the policy rationale for the transition

Revenue from petrol vehicles is eroding and‘the\systemds becoming increasingly unfair

4

5

Over time, the increasing average, fuel efficiency~of the petrol vehicle fleet has begun
to erode the amount of revenue, raised per kilometre travelled. It has also led to a
situation where owners of inefficient petrol vehicles are paying more in tax to travel
the same distance than owners of efficient petrol or hybrid vehicles. The graph below
breaks this down in mere-détail.

The graph shows the amount of tax, including GST, paid for different vehicle types to
travel 1000 kilometres. Key takeaways from the graph are:
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5.1 Petrol vehicles with lower fuel efficiency face higher tax burdens due to
increased fuel consumption under the fuel excise duty (FED) system.

5.2 Diesel and electric vehicles face a tax burden through RUC that is roughly
equivalent to petrol vehicles with average fuel efficiency.

5.3 The amount of tax paid by owners of petrol vehicles and plug-in hybrid electric
vehicles (PHEV) varies significantly based on fuel efficiency, and low-efficiency
PHEVs (eg, an older Mitsubushi Outlander) pay a comparable amount of
significant tax, similar amounts to less fuel-efficient petrol vehicles.

5.4 Most vehicle types are below the rate needed for full cost recovery of the
roading network, indicating that most vehicle types cover their share of the.cost.
However, electric vehicles (EV) and diesel vehicles - due to RUC - are generally
closer to full cost recovery than petrol vehicles.

This has also impacted the overall balance of how we collect’ revenue{ Despite
accounting for a large maijority of the vehicle fleet, total'revenue from FED is only
marginally more than the total revenue derived from=RUC. RUC revenue is projected
to continue to increase as the fleet evolves, whilst'tevenue from*FED is projected to
decrease.

The key objectives of the transition are to address these issyes

7

The Minister of Finance has invited, yotorsubmit,a bid for the RUC transition in
Budget 2025. We have started preparing thegmaterials necessary for a bid, and NZTA
has been working on a busineSs case. Cahinet’has already agreed on the strategic
case, but by March, the business/Case will. be’'more advanced, and Cabinet will have
the opportunity to reconfirmthe primary rationale for the transition, namely:

7.1 all users contribute a fairamount per kilometre travelled: Under the current
system, th€ amount usérs’contribute varies significantly (in some cases, road
users pay three or fourtimes more for similar vehicles) depending on whether
theyspay FED or RUG, and their vehicle’s efficiency. RUC is fair for everybody.

We also/have two secondary objectives for the transition:

8.1 improved'tevenue sustainability: Revenue from FED will decline with
improved fuel efficiency unless FED increases, exacerbating existing fairness
egoncerns. RUC ensures revenue is proportionate to a vehicle’s contribution to
roading costs.

8.2 ) moving towards a digital future: The transition enables a framework for more
affordable electronic RUC (eRUC) systems, reducing costs and integrating
vehicle-related charges.

IN CONFIDENCE
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Cabinet should agree to build on the existing RUC framework rather than
completely overhauling it

9

10

11

In April, Cabinet was advised that work was underway on improving the odometer-
based system and enabling more affordable eRUC options for 2027. Road users can
choose either odometer-based RUC or eRUC when the transition commences.

Changing how 3.5 million road users pay for their road use within 2=3 years is a
significant undertaking. Gaining public acceptance will be critical to its success and
mitigating the risks to revenue. A phased approach — moving people to a long-
standing and relatively well-understood system with targeted improvements — will
reduce some risks and lay the groundwork for a future electronic system.

We propose that your report back should ask Cabinet to agree to build on the-gxisting
RUC framework rather than completely overhaul it. This mean§ maintaining the
following core features through the transitional phase:

11.1 centralised RUC rate setting. RUC rates will continue'to be=set centrally to
achieve average cost recovery at a network level, to meet airevenue target
determined by the government.

11.2 remain at the individual vehicle leyel."Rather than=a-utility-like payment, RUC
will remain a tax at the individual vehicledevel, withyrates specified in legislation
and subject to parliamentary oversight:

11.3 fund national transport expenditure {(RUC revenue will continue to fund
national land transport, expenditure through the National Land Transport Fund,
supporting various lanhdsrarsport activities.

11.4 an ongoing role for NZTA~NZTA will retain a role in the RUC system, likely a
relatively large‘onerduring the transition period to ensure a successful transition.
Greater private sector involvement is possible within the existing legislative
frameweork, but thisds.likely to increase over time, with NZTA'’s role potentially
decreasing.

Essential changes«to'the NZTA-administered RUC system to transition the fleet
for 2027

12

Somedessential and straightforward changes are needed to RUC payment systems
and enforcement tools for 2027, for which you should seek Cabinet’'s agreement in
March, 2025. These changes aim to do the minimum to get all vehicles into the RUC
system. These changes would also be valuable and improve the RUC system even if
the transition to RUC was not planned (ie, ‘no regrets’).

Reforms to payments

13

We propose that you seek Cabinet agreement to the following changes in how people
can purchase RUC:

13.1 remove 1,000km increments. The current system forces users to purchase
RUC in 1,000km increments, which can be inflexible, especially for users with
poor cash flow and limited access to credit. Allowing users to purchase RUC in
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14

15

16

smaller increments could make buying RUC more like how some users buy
petrol. We are working with NZTA to identify any unintended consequences of
this, and investigating potential alternatives such as limiting this to the light
vehicle fleet/private owners or allowing people to pay in instalments.

13.2 review administration fee. The administration fees for purchasing RUC can be
a barrier to smaller, more frequent purchases. NZTA is planning to review the
fee structure to ensure that it encourages users to buy RUC more regularly,
aiding more frequent purchases and improving compliance.

13.3 digital licences. Transitioning to digital RUC licences would eliminate the need
for physical labels and reduce administration costs.

13.4 odometer readings. Introduce new ways to collect odometer readings, with
detail to be determined later.

Other changes to payment options are planned — we do net.consider that these
require Cabinet approval:

14.1 app purchases. Allowing users to purchase,RUE through=a mobile app could
improve convenience and accessibility. This would give users a more flexible
and user-friendly platform for purchasifnig,RUC.

14.2 provide reminders. A website orzappato allow users to sign up for notifications
to repurchase potentially based on time intervals.

These changes will improve theé RUC system,\making it easier to comply with and
resulting in less need for expensive enfarcement activity. These changes draw on
NZTA'’s proposed ‘early deliverables”package to improve the RUC system. We are
seeking to include and fast-track these additional changes as part of the early
deliverables work.

However, even withsthese changes, the fundamentals of the RUC payment system
will remain/unchanged.Users will still need to track their odometer readings, and self-
initiated-action/will be needed to purchase RUC. The option to sign up for reminders
will likely"help users‘andraddress a key reason people report falling behind (forgetting
to repurchase), However, individuals will still need to take action to purchase RUC.

Reforms to enforcement arrangements

17

Thedecision to continue treating RUC as a tax limits the scope for private operators
to.enforce it. The NZTA and Police will still primarily collect overdue/unpaid RUC. The
Police have on-road enforcement responsibilities for RUC, and the intensity of on-
road enforcement is limited by Police resources and priorities, rather than legislative
settings. We propose that reforms to the enforcement focus on the following areas:

s 9(2)(M(iv)
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18

19

20

21

22

NZTA prosecution powers, but these are not generally used for light vehicle RUC
offenc g%all amounts of money involved do not justify expensive
prosecutions. ver, NZTA may need to take certain prosecutions that it would not
usually take for ters like odometer tampering to ensure that people know that the
govern éx onitoring illegal action and will respond. Additional resources may be
needed 16 carry out prosecutions.

as identified some initiatives (with early scoping and costing work undertaken)
t considers should be progressed. There may be an opportunity to progress
these as part of the March 2025 report-back but further work is needed to identify
funding for these changes.

The March 2025 Cabinet paper will also need to seek decisions on other matters,
including the approach to transition (how do we bring everyone into the RUC system,
when and how do we switch FED off). We will also likely seek agreement to a range
of minor legislative changes, including a revised approach to several matters of detail
(including RUC refunds for travel off-road).

IN CONFIDENCE
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The need for additional enhancing NZTA retail services will depend on the
market interest

23 By the time Cabinet considers the paper, we will better understand the private
sector's readiness to deliver RUC services following the completion of the market
engagement exercise. The Request for Information phase of the market engagement
concludes on 12 December 2024. An overview of market interest will be provided in
the New Year, and we propose an overall assessment of the outcome of the market
engagement to be included in the March 2025 Cabinet paper, including levels of:

23.1 interest: The level of market interest among private providers in getting
involved with the RUC system.

23.2 capability: The capability of private providers to deliver RUC services by 2027,
including technological capabilities and potential service/offerings.

23.3 reform: The degree of regulatory or system restruetuging requiréd to enable
greater private sector involvement. This includes’identifying pelicyplegislative,
and regulatory barriers to the private sector and delivering moreluser-friendly
RUC services. However, the existing framewaefk provided, insthe RUC Act is
already relatively enabling.

24 Additional improvements to NZTA retail services may be'more discretionary or
unnecessary depending on the outcome, ofthe market.engagement exercise and
further analysis of their cost and implementation timelines. If private sector interest is
limited, additional improvements.to the"NZTA~administered RUC system can be
considered. These features are likely costly\and more challenging to implement but
could potentially mitigate révehue risks agd.concerns about the user-friendliness of
existing NZTA platformg. Examples ©f pessible additional improvements could
include:

24 .1 auto-purchasing of RUE. This would allow users to automate regular
payments based onganticipated mileage. This option would include targeted
enfarcement measures like follow-up on flagged vehicles and mandatory
odometer reporting.

24.2 account:like pre-pay system. This system would link payments to individuals
or vehicles,»enabling regular billing and direct debits based on the estimated
distance-travelled. This option could introduce new obligations (such as monthly
payments) to align enforcement with Inland Revenue approaches and
potentially utilise tools like ANPR.

25 The'need for these additional improvements will be considered part of the NZTA’s
detailed business case phase, scheduled to commence once Cabinet has made
decisions in March 2025. Overall, any assessment on whether further improvements
are needed will need to be based on a balanced evaluation of market interest
(including the number of providers and scope of services), private sector capacity to
deliver effective RUC services by 2027 (meeting required standards for functionality,
reliability, and security), implementation timelines, and the cost of implementing
(comparing private sector costs with NZTA's internal development costs).
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Managing equity impacts of the transition

26

27

28

29

Shifting to RUC will improve equity in the sense that people driving efficient vehicles
will pay the same as someone driving a less efficient one.

However, FED has the benefit of being automatically or simultaneously paid as a
vehicle is used, and it is not possible to fall behind on payments. The RUC system,
which relies on voluntary compliance and currently encourages bulk purchasing (in
1,000-kilometre increments, plus administration fees for each transaction), may be a
barrier for lower-income people. Enabling purchases in smaller increments and
reviewing administration fees could assist lower-income people in complying.

The most significant equity issues may arise from the potential for people to fall
behind with their RUC payments to the extent that they accumulate considerable/debt
and even potential criminal penalties. This is already an issuedh the current system,
but its scale will increase with all private vehicles in RUC. Similar iSsues arise in the
broader tax system, and we would look to apply experiencedhere to mitigate RUC
debt and non-compliance.

We have engaged with the Ministry of Social Deyvelepment (MSD)«on potential
opportunities to use the benefit system to mitigate’ some inequities. We will engage
with MSD over the next few months and inglude fdrther information in our final advice.

An extensive communications campaign will be'necessary for an effective
transition

30

31

The change to paying RU@ rather than petral tax directly at the pump will be a big
change for New Zealanders."AS the dransition is not scheduled to begin until 2027, we
will need a long-term.campaign withnmessages targeted at different user groups
across multiple channels*to ensure broad reach and effective engagement. NZTA
would lead this €armpaign, with/support from the Ministry, where needed. The
campaign wilkalso'heed tesreach beyond individual motorists — for example, a range
of businesses will need to be kept well informed as the transition may
impact/influence their businesses.

We propose that your March 2025 paper seeks agreement to authorise NZTA to
begin a communieations campaign for the fleetwide transition.

The overallimpact on revenue depends on several factors

32

We are working to assess the overall potential impact on revenue. This impact will
depend on several factors, including the effectiveness of the transition, compliance
levels, administrative costs, and how RUC rates are determined. To offset any
adverse revenue effects from the transition, setting the rates slightly higher may be
possible to ensure revenue neutrality. We will provide you with further advice ahead
of the Cabinet decisions in March 2025.

IN CONFIDENCE
Page 11 of 12



Next steps

33

34

35

36

37

38

The next immediate deliverable is an update on the outcome of the market
engagement exercise. Once completed, we will provide an update and a briefing
assessing the market's interest in offering RUC services. Market participants may
specify the lead-in times they need and any arrangements necessary to provide them
with the certainty required to invest in platforms for delivering these services. During
the market engagement, we anticipate that potential market participants may seek
clarity on the future role of NZTA in the RUC system, as this could impact the
commercial viability of entering the market. We will prepare advice on this matter for
our briefing.

In February 2025, we plan to provide further advice on the steps needed to transition
the fleet, and we aim to confirm the advice given in this document, subject to,the
results of market engagement. This advice will include detail oh such matters.as
whether transition is phased and when and how FED is removed.

It will also cover additional steps necessary to enhance the NZTA-administered
system, focusing on improving user-friendliness and*compliance and reducing
revenue risks associated with the transition. NZFA's’business ¢ase will be further
developed, and we will provide you updates oniit; includingitiming and costs. This
briefing will also provide advice on revenue’impacts and work on social equity.

The March 2025 Cabinet paper also provides the,opportdnity to seek decisions on a
range of other changes to the RUC\system on minor or technical changes to the RUC
system. The changes we would-seek 10 progreéss were consulted on in 2022 and
generally supported by stakehelders.

After receiving your feedback,on the{February briefing paper, we will incorporate it
into the draft Cabinet.paper. We gnvisien that the Cabinet paper needs to seek a
policy agreement o change the RUC system for the fleetwide transition and request
authorisation forithe Parliamentary Counsel Office to begin drafting a bill.

The tabledelowvoutlines'the, subsequent proposed deliverables.

Januaryz2025 Results of market engagement — assessment of the private sector
interest and readiness to deliver RUC for the 2027 transition

February 2025 Briefing paper

February, 2025 Draft Cabinet paper provided to you for review and feedback

March 2025 Final Cabinet paper provided to you for Ministerial and cross-party
consultation

March 2025 Cabinet Economic Policy Committee

April 2025 Cabinet confirmation

IN CONFIDENCE
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Annex one: Progress in transitioning the fleet to RUC in 2027

Mid 2024 — Direction —»
setting (revenue

action plan principles

and decisions)

Late 2024 — Removing ——»

barriers and refining
choices (kick off no-regrets
changes and working up
final system choices)

Early 2025 — —>

Confirming the
changes necessary to
ensure the transition
is successful

2025-2026 — —

Implementing the
changes to support
the transition (in
policy, legislation,
regulation and
processes).

2027 —>

Implementation

Commitment to transition date — timeframe rules out major system/legislative reform.
Need to maintain manual purchase/no eRUC mandate — means investment in current system will be required + NZTA
having a core role (even if we try to make more space for the market) + detection of non-compliance is manual (i.e.
need NZ Police).

Actively canvass market interest in supporting customers (initiate market sounding).

Agree in principle (subject to final costings from NZTA) to a suite of no-regrets changes to the
payments and enforcement system that will remcve Larriers (but won't e transformative) for

Identify the more transformational payments/anforcement ootions and continue to refine these
with NZTA/IRD/MSD/MoJ/Palice.
Note we will be working with NZTA to ael thcse costed by Viarch.

Agree a suite of no-regrets a:id transicrmational system changes to enable transition
and transition plan (this will involve decisions about investing in NZTA, a suite of policy,
legislative charges).

Agree to ary chianges to the sysiem to support the continued growth and evolution of
the marke! (cou'd be enabiirg through to directly incentivising).

RUC Act amendments and regulatory changes progressed.
NZTA to miake system changes (including review of the administration
fees,
Secondary policy work (making any further policy changes to support
transition). This could include:

o Re-working the eRUC Code of Practice

o Refining the approval regime for non eRUC retailers and

agreeing the extent of any financial incentives for retailers.

Communication and engagement programmes developed to support
transition.

Fleetwide transition

<

You are
here

Page 1 of 1



Document 30
UNCLASSIFIED

20 December 2024 0C241448
Hon Simeon Brown Action required by:
Minister of Transport Click to enter a date or delete this + “Action required by:”

RUC RFI PRELIMINARY FINDINGS

Purpose

To provide you with the preliminary findings from the road user,hatges (RUC) market
sounding request for information (RFI). A summary of the respondents apnd'key themes is
attached.

Background

o In October 2024, you agreed to engagement withsthe ‘private sector. This was to
assess what the interest in commetcial ‘epportunities might look like for RUC, and the
role the private sector can have-in thefleetwidestransition — particularly for the
provision RUC services to private motorists.

o Your office was provided withvthe Market.Sounding Documents prior to their release,
including the GETS notice/RFI réspanse form and the information memorandum.

o We contacted a"ndmber of parties by phone and/or email. These parties were existing
RUC service‘providers, orreempanies that might be interested in providing a RUC
service. Thesindustries ingluded technology, telematic and system providers to
utilities; financ€ial services industry groups, fuel companies, supermarkets and other
over-the-counteriretailers.

o Attached is{a summary of the preliminary findings from the RFI. This includes an
outline of thesrespondents, and the key themes found in the responses.

Next steps

o In_ Eebruary 2025 we will provide a report with more detail on the implications of the
key themes from the market sounding, and what this means for the fleetwide
transition to RUC. Note that the initial draft of the RUC Transition Cabinet Paper will
precede this.

UNCLASSIFIED
Page 1 of 2



Recommendations

We recommend you:

UNCLASSIFIED

1 Review the RUC RFI preliminary findings report

Matthew Skinner
Manager, RUC Transition

20/121/2024

Minister’s office to complete:

Comments

Contacts

Hon Simeon Brown
Minister of Transport

Sl

' First contact

' Telephone

UNCLASSIFIED
Page 2 of 2
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Market sounding summary

Purpose

— This paper summarises key findings from the Ministry of
Transport’'s (MoT) market sounding exercise on road user
charges (RUC) retail services.

RFI approach

— MoT released a request for information (RFI) on GETS on 15
November 2025, with responses due by 12 December.

— We contacted potential respondents, alerting them to the RFI
by email and phone calls. Existing ERUC and EARUC*
providers, software, technology, telematic and electronic
systems providers utilities, financial services providers, fuel
companies, supermarkets, and other over-the-counter retailers
were contacted.

Market sounding results

— We received 26 responses, as summarised in the/chart below:
Respondent categories

NZ fuel retailer I
NZ technology provider I
Overseas technology (non-telematics)... I
Overseas telematics provider I
Current NZ ERUC provider I
Current over the counter RUC retailer I

0 1 2 3 4 5 6 7 8 9

— We met with 11 of the respondents in December.

COMMERCIAL IN CONFIDENCE
NOT GOVERNMENT POLICY

Key themes

Key themes from the RFI responses and meetings are summarised
below. Refer to section 2 of this papér for a more detailed overview.

— There is strong ‘interest from ©ver-the-counter (OTC) incumbents,
some fuelr eompanies, ERUC providers, and technology and
telematics cempanies. Banks, insurers, utilities companies, parking
companies and supermarkets have not expressed an interest.

— The’key commercial models are:

1/ Contracting directly to NZTA to provide software as a service
(8aaS); or technology development for a contractual fee.

2~Receiving a commission from government on each user
transaction or charging a service fee to end-users — alongside
bundling the sale of RUC with other vehicle related charges.
Respondents that would need to make capital investment
expressed the view that there is a minimum scale in terms of
customer numbers that must be achievable to incentivise
participation/ investment.

— Using in-vehicle technology (in-built hardware) for newer vehicles to
measure distance is likely to cost less than installing onboard units.

— NZTA should not have a retail role, there is a significant conflict with
its regulatory role and this undermines competition. NZTA's role in
determining fees and charges to competitors is also anticompetitive.

— Key challenges include the lack of clarity on eaRUC authorisation,
physical labels in vehicles, connection to NZTA systems for new
entrants and data checking costs.

*Electronic RUC (eRUC) uses electronic distance recorders installed in the vehicle to measure distance, with RUC calculations handled by providers liable for the debt to NZTA. 3
Electronically Assisted RUC (eaRUC) facilitates purchase of RUC licences via an app or portal and can display RUC distance licences on a device mounted on the windscreen. eaRUC products do not have GPS.
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Key feed baCk - the market COMMERCIAL IN CONFIDENCE

NOT GOVERNMENT POLICY

Market sounding feedback — the market

Topic Key respondent feedback
1: Interest in — There is strong interest from over-the-counter (OTC) incumbents,{service stations, ERUC providers, and technology
selling RUC and telematics companies both in NZ and overseas,

— For parties that envisage making capital investment to develep sale tools, interest is generally subject to ensuring
that a minimum scale (in terms of number, of ‘customershexists to achieve a return on investment. Perceptions of
whether this scale is achievable will be, negatively impacted by NZTA’s involvement as a competitor, and the
number of direct competitors authorisédito sell RUC:

— Utilities, banks and insurers were, gontacted.in relation to the RFI (directly and/or via industry associations), but did
not express any interest in selling"RUC.

— Grocery retailers were _also/contagted,_and although they did not respond, we think there is still potential for
involvement in the market.

2: Technology — In-vehicle technology that usessthe vehicle manufacturer’s existing in-built hardware is viable for newer vehicles,
options and there are{ several respondents that propose to use it to measure distance. NZTA is currently trialling this
technology. The limitation4s‘that vehicles manufactured before 2018 generally will not have the technology. The use
of onboard telematics devices requiring installation is offered by some respondents, but in comparison to in-vehicle
technology, appears expensive.

— There are promising mobile apps available that send push-notification reminders to purchase RUC, and can either
utilise mianual inputs from users, odometer photographs, or connection to in-vehicle technology for distance
measurement. They generally bundle the sale of RUC with other vehicle related purchases and administration.




Key feedbaCk - COmmerClal mOdeIS COMMERCIAL IN CONFIDENCE

NOT GOVERNMENT POLICY

Market sounding feedback — Commercial models

Topic Key respondent feedback

1. ERUC and — The current eRUC providers exist to provide fleet management’services with a focus on heavy vehicles. It is likely
Teler):jatlcs that the services they offer will be too expensive for individuakconsumers te take up in general.

providers

— For companies using telematics or recording vehicle“datarfrom in=ear technology, serving consumers on a large
scale is likely to require some form of developmentipayment, guaranteed scale and/or ongoing revenue stream.

— There are several parties that only have an interest/in developing back-end systems or APIs for NZTA.

2. Other — Most technology companies (ie. app developers/“eaRUC providers) are interested in the bundling of multiple
technolqu vehicle-related services (eg. RUC, parking, WoF, registration, tolling). This can also include receiving revenue from
companies

the sale of services like insurancé, vehicle finanee, or vehicle inspection but there is still a need for fee revenue
either from government or thesuser, .and asneedvfor a large user base.

— Several technology compahies noted that'they would either require the government to pay an upfront SaaS fee, or
for there to be a minimum guaranteed scale. One company mentioned 2 million users as a minimum scale in the
absence of SaaS fees, with a per-transaction fee of 5 cents in the dollar charged to customers.

3. OTC providers — There is interest'from some OTC providers in offering a more advanced electronic product to compliment in-store
services.

— The idea of remayving commission, and instead charging customers a service fee is interesting to agents —
provided that NZTA,is not competing against them with a subsidised service.

4. Fuel retailers — Interest in.selling RUC at the pump and via retail app, with a service fee as the revenue earner.

_ s9@OMmY_ )




Key feedback — NZTA role and systems  couwercau conrioence

NOT GOVERNMENT POLICY

Market sounding feedback — NZTA

Topic Key respondent feedback

1. Labels — Almost universally, respondents noted that the requirement\to,hWave physical labels in vehicles should be
removed to enable innovation and wider market participation,

2. NZTA retail role | — Almost universally, respondents stated that NZTA should not have a retail role - that there is a significant conflict
with its regulatory role and this undermines competition. NZTA's\role in determining its own fees and charges is
also seen as anticompetitive.

3. Cost attribution | — NZTA needs to review the way in which it.spreads its costs across retail channels —charges (eg. credit card
charges) do not seem to be passed on appropriately via,administration fees, resulting in cross-subsidisation that
penalises customers not buying direct from’NZTA:

4. Systems — Easier connection to NZTA systems’ should, be facilitated for 3rd party providers, and current charges for
checking data with NZTA arg toovhigh. An“example given by a respondent was fees for using Motocheck — to
show up-to-date in-app data, thé systemiwould need to be checked daily at a cost of $76 per year per vehicle. It
is unclear if NZTA chafges'the same fee for its own retail offering.

— The current interface to Landata-is seen as slow and cumbersome by some respondents, who think it may
struggle with thevincreased volumes from the transition. This is the catalyst for one provider wanting to provide a
new interface\to provide market participants with access to NZTA’s back-end databases.

— It was noted by one respondent that to get the full benefit of systems change behaviour change (ie. to not make
decisions in thesmindset of market incumbent) is also needed.

5. Approval of — The NZTA/&pproval process for providers should be simplified — in particular, it is unclear how eaRUC providers
providers can gaiprapproval. s 9@)ba))

6. Measurement — The requirements in the ERUC Code for two sources of measurement, and for an onboard unit supplied by the
sources ESP are barriers to entry as they involve costs that cannot be justified for light vehicles. Clear standards for

technology are needed (outcome based so as not to restrict new technology).




Key feed ba C k - Oth e r COMMERCIAL IN CONFIDENCE

NOT GOVERNMENT POLICY

Market sounding feedback — other

Topic

Key respondent feedback

1. RUC sale — Several responses stated that RUC should be available fof sale in smaller increments than the current 1,000km
increments minimum ($76). A fuel retailer noted that currently a large proportiof ofpurchases of fuel at the pump are for $20
or less, and many people will struggle to manage thei ents cannot be bought in small increments.
— A small number of respondents noted an interest- Ing wholesale and selling it in small increments.
\ N\
2. Bad debts — Bad debts for petrol vehicles may be si ntl W than for diesel vehicles, because a much higher
proportion of diesels are owned by companies, and companies are more likely to comply.
s




The information in this sectién)is coQimercially
sensitive and was providedyte Mol Jn confidence.

Note that some respondentssarevistedcompanies.



















Document 33

(FED), and 1.1 million pay road user charges (RUC).

e There are over 4.5 million vehicles in New Zealand - 3.4 million vehicles contribute to the Naq‘ % Transport Fund through fuel excise duty

e Over time the average fuel efficiency of petrol vehicles has incre wners of effici etrol or hybrid vehicles contribute less to travel the same
distance than owners of diesel, electric and less efficient petrol i . Fleetwide, is currently estimated to be under-recovering in the order of $300
million per annum relative to the light RUC rate.

e Without policy intervention, the light vehicle fleet will transition toward C. RUE is forecast to be the dominant source of revenue in the mid-2030s and
by early 2040 there are expected to be more light vehieles subject to RUC than those contributing via FED.

e The coalition agreement includes a commitm
RUC for all vehicles.

FIGURE 1: COSTS RECOVERED BY VEHICLE FUEL TYPE UNDER CURRENT SETTINGS

e InJuly 2024, Cabinet:
0 endorsed the Revenue Action Plan that includes transitioning light petrol fleet from paying FED t
0 agreed that the fleetwide transition would begin as early as 2027, with a target transition date'ef 1 April 2027

FIGURE 2: LIGHT VEHICLE REVENUE FORECAST UNDER CURRENT SETTINGS

The draft Government Quarterly Action Plan also notes that by March 2025 — we will take decisions o gislative framework and transition
approach required to deliver the fleetwide transition from Fuel Excise Duty to R r Charges % ill be followed by the further development of the policy and operational framework which will continue to be refined
until the transition begins in 2027.

e Given this direction, the Ministry has developed a transitional approach to'movg'light pet ehicles into the existing RUC framework and deliver system improvements to improve payment options and enhance
compliance. This would be an intermediate step toward delivering.e

C.

\\

o In December 2024, the Ministry completed a request for infa on (Rfl)



Working draft —illustrative options for approach to fleetwide transition

As the options progress, we achieve higher compliance levels and revenue certainty, with a lower enforcement burden. However, there may be higher upfront costs.

Criteria Option 1
Natural fleet
progression to RUC

Key benefits, | Given EV uptake, we
challenges anticipate the majority of
and next vehicles will be paying
steps RUC by the early 2040s.

In the meantime, FED is
under-recovering by up to
$300M per annum relative
to the light RUC rate.

timing
Scope of
further advice
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13 February 2025 0C250075
Hon Chris Bishop Action required by:
Minister of Transport Monday, 17 February 2025

RUC TRANSITION WORK PROGRAMME

Purpose

Outline the work programme and indicative timelines 8 9@MM A8, € A
- .

~ ()

Key points

o S9(M(v) N \\ & N\

. {This briefing sets out the work we have
underway to achieve this, expected Sequencing ofiinitial advice, and seeks confirmation of your
preferred approach to engageménts

e We have nine key RUC transitionvorkstfeams,underway. Each workstream will be supported by
fleet and revenue modélling; and will’consider the speed s 22)®HV)
: “Afinex One sets out the workstreams, including an overview of the critical
policy questionssthey will help answer.

e We plan te’provide a series of briefings on policy design decisions from March 2025 onward. The
advice in March will coverkey outstanding issues needed to design the system required if all
vehicles are subjeet to,RUC. The advice in May will outline approaches for transitioning all
vehicles into the\new system.

e We seek’your agreement that we engage, in confidence, with specific groups (e.g., fuel
companiés, the Land Transport Revenue Stakeholder Reference Group (SRG),? road user
reptesentative groups), and RUC retailers while developing the policy advice due in March. This
will ensure well informed advice to support decisions on the policy design and transition
approach. The Ministry will keep you informed of insights gained from engagement through your
Office and the weekly report.

15 9(2)(A)(iv) .

2The SRG was set up by Minister Brown and includes representatives from the Vehicle Industry Association, National Road
Carriers Association, Automobile Association, Motor Trade Association, Transporting New Zealand: la Ara Aotearoa, local
government (Nelson Council), Motor Industry Association, and the Northern Infrastructure Forum.

IN CONFIDENCE
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IN CONFIDENCE

Recommendations

We recommend you:

1 provide feedback on the proposed work programme (Annex One refers) Yes / No

(refer to proposed engagement column in the workstream table in Annex One) to deve

policy advice q

2 agree for the Ministry of Transport to engage with relevant stakeholders in-confidence (ﬁs/ No

o N4
Brent Johnston is B|sh?~
Chief of Staff inister ransport
13/2/2025 Q ..... /O .....

Minister’s office to complete: [ Approv &\ [ Declined

[0 Seen by Minister @ seen b Rster [ Overtaken by events
Comments %@

Telephone First contact
Matt Skinner, Manager Revenue

Brent Johnston, Chief of Staff

IN CONFIDENCE
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IN CONFIDENCE

Annex One - RUC transition workstreams

Workstream Proposed sector engagement before March Scope of advice

Tranche 1 — March 2025 — Decisions on key elements of the new system

(1) The role of the
market in providing
RUC retail services

(2) NZTA systems
improvements and
potential funding
implications

(3) Electronic RUC
(eRUC)

(4) Compliance and
enforcement

Tranche 2 — May 2025 — How we implement the move to the new system

(5) Transition
approach

(6) Funding options
for search and rescue
activities

(7) Definition of light
RUC vehicles

Other matters

(8) Cost Allocation
Model (CAM)
(9) Communications
and pubIlc education

&

IN CONFIDENCE
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Annex Two - Indicative timelines
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Document 35
MINISTRY OF TRANSPORT
TE MANATU WAKA

0C2250006

13 February 2025

s 9(2)(a)

Dear s22)@

| refer to your email dated 13 January 2025, requesting the*following under the Official
Information Act 1982 (the Act):

Can you advise when you will be making sabmissions on-the,RFI publicly available,
please?

For our part, we have indicated where'we thinksthe cemmercial sensitivity of our
response justifies withholding particular sections and are happy for the other parts to
be released when the time comes. We would\appreciate being consulted if you feel
otherwise, of course.

Please also consider thisrayrequest urider the OIA for copies of the other responses.

25 documents fall within‘the ‘scope of yourrequest. We are releasing seven responses with
redactions made to proteCt the privacy of natural persons under s9(2)(a) of the Act, three of
which also have redactions made under s9(2)(ba)(i) of the Act.

18 responses/are being withheld under section 9(2)(ba)(i) of the Act to protect information
which is subject to an obligation of confidence or which any person has been or could be
compelled to provide‘undeér the authority of any enactment, where the making available of
the information wauld be.likely to prejudice the supply of similar information, or information
from the same seurce; and it is in the public interest that such information should continue to
be supplied.

| am satisfied that the reasons for withholding the information at this time are not outweighed
by public interest considerations that would make it desirable to make the information
available:

Note that we plan to proactively release a list of the names of parties that responded to the
RFI, and a summary of the themes (which will not attribute themes to specific parties).

Wellington 6140, New Zealand. Auckland 1143, New Zealand.

HEAD OFFICE: PO BOX 3175, AUCKLAND OFFICE: NZ Government Auckland Policy Office, PO BOX 106483,
TEL: +64 4 439 9000 TEL +64 9 985 4800



You have the right to seek an investigation and review of this response by the Ombudsman,
in accordance with section 28(3) of the Act. The relevant details can be found on the
Ombudsman’s website www.ombudsman.parliament.nz

The Ministry publishes our Official Information Act responses and the information contained
in our reply to you may be published on the Ministry website. Before publishing we will
remove any personal or identifiable information.

Yours sincerely

Matt Skinner
Manager, Revenue
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SECTION 2: Our Requirements

2.1 Responses

This document should be reviewed alongside the Information Memorandum and the RFI document
(see GETS notice for all documents). Please increase the size of the answer box to fit your answers.

About you

To what extent is the provision of RUC retail services (ie. Providing services that support the
purchase and management of RUC) something you currently do in New Zealand or another
jurisdiction?

What is the scope of your current offering (i.e. types of vehicles, vehicle owners, and (L

services)? %
the op 0%1 VY,
rienc&g livering
ils

rvices.

If you currently do not provide RUC retail services but are interest
include any current service offering in a similar sector, your level
that service, and why you are interested in the opportunity to deli

Request for Information Response Form — Road User Charges — Retail Services



The Extent of Kapsch’s Provision of RUC Retail Services

Kapsch provides road user charging services in multiple jurisdictions around the world. We are a
full-suite service provider, with solutions ranging from dedicated satellite and radio frequency tolling
devices to data processing platforms, and back office, customer/account management and
payment systems. Road user charging for all vehicles is a core part of our current and future
solution portfolio, supported by a clear vision of delivering and executing such technically and
politically challenging projects.

In New Zealand, Kapsch has already implemented road pricing infrastructure through Multi-Lane
Free Flow (MLFF) tolling systems on roads such as the Auckland Northern Gateway Toll Road,
Tauranga Takitimu Drive and Tauranga Eastern Link. Kapsch was responsible for pIanning,
designing, developing, supplying, integrating, testing and commissioning these systems e
highly automated MLFF Electronic Toll Collection (ETC) equipment and software to en |ng
on highways without requiring vehicles to slow down or stop. In these e@s we

advanced video analytics technology to accurately and efficiently charg ve icle h|s
equipment can also be put to use for RUC enforcement by veriny ic Io

The Scope of Our Current Offering Q Oi
Overview Q&

Kapsch can calculate RUC using Iocat| § ed dat nual reporting; we recommend and
specialise in the former. Our RUC so U|It our Geo Location Platform (GLP):
software that uses satellite (GNS ny source to calculate distance travelled
: |me --
eal

s 9(2)(ba)(i)

according to dynamic tariffs (loca pe emissions class etc.). The structure of the
tariffs is set by the public auth and Government, according to the outcome it
wishes to achieve (i.e. rev enera gestlon reduction/management, air quality

improvements etc.). Our R Iuho% ers all areas of the value chain, however, our primary

focus is on deliverin sible RUC transaction, which can be collected by Kapsch
or by any third-part vice provid

Our location-base u@%oned by three key pillars:

1. Avoid isolated @s by implementing a harmonised and data-agnostic approach
2. Seamless, i sed delivery to the end user and added value to the public authority
3. Privacy a ta protection at the core

Kapsch’s consists of a transparent division of responsibilities between authorities, technology
suppliers andretail service providers. This division also supports the establishment of a legal and
practical separation between data subjects, processors and controllers, ensuring compliance with
the most stringent data protection practices from all parties.

RUC Experience

We believe that offering choice to the end user — particularly at the points of data sourcing and
service provision — is a key enabler of acceptance. We have demonstrated our ability to produce

Request for Information Response Form — Road User Charges — Retail Services



secure and precise transactions based on the use of satellite or kilometre data in several countries
and across numerous projects. Kapsch also has demonstrable experience and references as both
a technology supplier and a retail service provider, as outlined below:

1. Bulgaria — Delivery of technical services to a public authority and retail service providers in
support of the nationwide satellite-based RUC programme for heavy vehicles. Services included
in-vehicle devices, satellite data processing platform, roadside enforcement, transaction
generation and back office software. Data from this project is shown in Table 1.

Table 1 Bulgaria RUC Figures

. Across Europe — Retail road ch
individual light vehicle owners
Tolltickets. Services included

account management, tra t :
project is shown in Ta%v\ Q

Table 2 Tolltickets Figures

provided directly to the end customer —
ets — via Kapsch’s 100% owned subsidiary
distribution, back office software, customer
billing and payment collection. Data from this

3. Across Europe — Satellite in-vehicle devices and technical services for heavy vehicle fleets
were supplied to five retail service providers across Europe. Services included in-vehicle
devices supply, satellite data processing platform and roadside enforcement. Data from this
project is shown in Table 3.

Request for Information Response Form — Road User Charges — Retail Services



Table 3 Europe Figures

4. Oslo, Norway — Technical services were provided for a smartphone-based RUC pilot involving
individual light vehicle owners. Services included a secure satellite data platform and da
processing and transaction generation. Data from this project is shown in Table 4. %

Table 4 Norway Figures

More in-depth information about

Q‘ r discussed in the sections below.
Level of interest in RUC s 0%_@

What is the nature of the retal lce you are interested in offering:

1. Manual RU eme rv ce (but not direct purchase of RUC). This could
include a r service purchase RUC and outline or link directly to where RUC
can be ed onlin and in physical locations);

2. Manual R nt service including direct purchase of RUC —as an Agent of
NZTA. So th ers are reminded of the need to check and purchase RUC and
when new are required, they can be purchased (either instore or online);

3. Electro management services enabled by electronic measurement and
repo vehicle distance and providing reminders to purchase RUC licences (but

nofs-difect purchase of RUC);

nic RUC management services enabled by electronic measurement and
reporting of vehicle distance and automatically purchasing RUC directly (as an agent
of NZTA);

5. Full eRUC or eaRUC solution as a certified service provider approved by NZTA under
the code or a revised version of the code
https://www.nzta.govt.nz/assets/resources/road-user-charges/eruc-

quidelines/docs/ERUC-code-of-practice.pdf); or
6. Another business model (or hybrid of the approaches outlined above)?
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Level of Interest in RUC Services

Kapsch is interested in offering the services outlined in Options 3, 4 and 5 above. For each of these
options, our service offering is based on the technical capabilities we have developed and deployed
in the reference projects listed in the About You section above. In each case, we demonstrate a
proven capability to accurately measure and report vehicle distance travelled. We have delivered
this service both as an agent of the charging authority and directly to end users via our daughter
company Tolltickets. Both directly and indirectly Kapsch reporting devices and associated back
office software have been certified by the charging authorities in over 12 European countries,
including those applying the highest and most stringent Key Performance Indicators (KPIs).

In addition, we would like to explore the introduction of a somewhat different business mode
Option 6 — which we outline below.

\% tance represents a significant barrier to the introduction of RUC, even
ing an existing form of taxation rather, like a fuel excise duty, than introducing
a new one. s® understand that any form of road charge calculation based on the use of
vehicle | ata will encounter resistance. We also understand that the collection and use of
such data possible without the explicit consent of the user/vehicle owner.

those that are
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Commercial proposition

Do you think the commercial proposition of RUC retail services i
opportunity or one that is integrated with a range of other activiti
yms

alonN%mess

As the underlying cost of RUC is fixed, retail service provid ilPneegd-to make a
commercial return on activities other than the sale of un RUC hi§ would mean
selling RUC as part of a broader offering, such as:

o fleet management/telematic services
e bundling of utility like payments
¢ financial services to bundle and smo en
e sale of information to advertisers (with p&\rmlssmn of customers) etc.
o efficiency of service offering e ing mar; | e made on the administrative fees
charged for RUC purchases
This list is non-ex!laustive, and %& &

pact commercial viability? Is there a lead time that
tors should we consider regarding commercial

| propositions you may suggest will be
: any, changes to existing legislative or
o facilitate this.
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An Integrated Approach

Specifically applying the business model proposed in the previous Level of Interest in RUC
Services section, we recommend integrating RUC retail services with the tolling and traffic
management services already provided by NZTA. This has been used to great success in similar
Kapsch deployments in Denmark (under BroBizz) and Bulgaria (under TollPass) for their heavy
vehicle RUC programs. For the New Zealand Government, this approach would realise the
following benéefits:

e Create an all-in-one integrated system, allowing NZTA to easily manage the various
transport systems — tolling, traffic management and RUC — from a single point.

o Each of these sub-systems can share data and insights with the other to boost overa
performance and user experience. %
t

e As mentioned in our other response sections, it is possible to us existin
infrastructure to support RUC, especially in enforcement, reduci infrasthucture costs.

e |t facilitates better collaboration across departments and s olders, wing public
transport, freight logistics and emergency services. @
V , and even monitor

perighce t as it would be similar to
% ucati acceptance concerns.

e It would give end users a single account to manage olling a
traffic conditions to better plan their journeys.

¢ Managing RUC would then become a familiar
how they already manage tolls, lessening p

e The integrated system can leverage sh urc
costs and aid in economies of scale.

uce per-user or per-transaction

Any service that requires the use of a and the e personal location data — which we
believe is the most fair and accurate range of RUC — necessitates a degree of
trust, a clear opt-in and a clear s m the end user. For example, pilots
conducted elsewhere in the w t individuals mistrust what are often perceived as

Rz
%kin% ovements. Yet the same people happily provide the
ns

government initiatives aimeg at
same data to dozens of a;% d on their smartphones. In ltaly, over 7 million vehicles
are equipped with trackigg |ce3% river's choice, as a means of receiving cheaper car
insurance based ondriying/habits ve

hicle location in the event of theft.
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Economies of Scale

The RUC programme is likely to have an initial, one- %ost %blish the necessary
infrastructure, systems and processes. This can in vehi ices, roadside equipment,

software, communications infrastructure, public

n
more vehicles in the programme from the start o signjficanteconomies of scale with the
following benefits:

Also note, employing afri rated approach as mentioned above would reduce some of this initial
cost by reducing th@'ﬂ: of new infrastructure and equipment.

Lead Times

The lead @ of hardware — in-vehicle devices, roadside infrastructure and equipment,
consumables, back office hardware, etc. — would need to be considered in the early stages to
ensure the RUC programme launches as planned.

The commercial viability and lead times associated with third-
how easily the service can be integrated.

, etc. Therefore, including

A larger pool of vehicles gene@@her Eenue, which offsets the programme’s

setup costs more quickly.

Faster revenue recove c@en alle ge New Zealand Government to reinvest in

infrastructure improv. r%or re @' ture rate hikes, which in turn support public

acceptance.

A larger pool w b rement of in-vehicle devices at discounted prices.
cles en&e a perception of equity, as all road users contribute based

lo] re9®ce to the programme.

Including
on usag

RUC deployment depend on
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Technology

What role might technology offered by your business play in the future RUC retail market?
Does your (current or planned) provision of RUC retail services use technology that y
supply to measure and report distance, or support the reporting of distance from existi

equipment (e.g. odometers or OEM telematics systems? If so, can yo summarls%
¢ how the technology works Q \

o what data is collected x

¢ What services you provide with the technology in conn tlon nue collection
(e.g. distance measurement, tolling, congestion ging, re u

¢ how you ensure the reliability and security o @ stem

e how revenue security is protected

e how user privacy is protected Q

o what benefits it offers customers ting system

e whether the technology is stand- r |n mto existing devices (cars or
phones)

o whether it requires profes f it is not integrated) and whether it
reqmres any modificati he purpose of providing RUC retail
services for light vehijcl

Please describe any example¥o wh hen this technology has been applied in
practice for RUC or 5|m| o generate actual revenue.
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How Our Technology Works

Our RUC technology is based on Kapsch's Geo Location Platform (GLP), which enables satellite
tolling, road user charging and location-based detection for transport agencies and service
providers. The GLP is a device-agnostic, cloud-native application consisting of a series of micro-
services, each delivering a specific functionality such as map matching, trip building, and charge
report rating and calculation. These combined micro-services turn raw location data into precise,
defensible and, ultimately, billable road usage charges.

Upon processing the data within the GLP, information is sent over to the Kapsch Commercial Back
Office (CBO). The CBO manages customer relationships using various customer channels,
including customer service centres, retail outlets, and web and mobile applications. It is an efent-
based financial system, based upon generally accepted accounting principles (GAAP)-CO%

processes. q

The architecture of the CBO contains modules that operate as self- @d,is ated services or
microservices. This modular approach provides the flexibility to
impact on the system while in operation, reducing the cost of s§ste pgrades.

The Data We Collect @ ;
To enable the calculation of RUC we collect locatio Qd dal@iﬁng of:

Satellite (GNSS) coordinates (Iongitud@t de a&m stamp)

Speed
Vehicle heading/direction

Position accuracy (£ number

. We also collec
Is data depends on the desired outcome of the
tes for electric or low emissions vehicles we would need

vehicle data, however,
charge. For example,
to collect this data

would need to id icle@ht or number of axels etc.

provider we may also(ne
and payment ian\

Revenue tion Services We Provide

collect end-user data, such as vehicle licence plate, name, address
or billing and account management purposes.

Depending on the se;@&oof responsibilities between the technology supplier and service
e

Our services cover both revenue collection and traffic management, analysis and insights.

his carries the benefit of being
able to deliver one or multiple outcomes such as congestion reduction, air quality improvement or
revenue generation. Our traffic-focused services can deliver actionable insights to urban or
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interurban road operators such as congestion and traffic level reporting, vehicle routing, traffic
signal optimisation etc.

How We Ensure the Reliability and Security Of Our System

Kapsch operates a Security and Monitoring Control Centre (SMCC), which consists of a set of
modules for technical, operational, performance and security monitoring of our RUC system. Other
steps we take to secure our system include:

How Revenue Security is Prc@

the solutic ycesses only collect data relevant to the business and an established data retention
management’(time to live) ensures timely data clean up, thus the solution is fully compliant with
legislation outlined in the European GDPR directive, which continues to be among the most
stringent in the world. An additional benefit of the privacy-by-design approach is that the small data
footprint per road user keeps operations costs low.

Our solut uilt on privacy and security by design. The privacy-by-design concept ensures that

The security-by-design concept encompasses the security mechanisms realised both in solution
architecture and software, e.g. encryption in transit/at rest and the aspect of access protection.
Access protection is guaranteed by role and privilege management, restricting access to needed
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parties only. Penetration tests were performed by a third party and proved that the intrusion
prevention solution works, adding confidence to our existing system security. Having a third party
conduct the tests allowed us to further improve our system.

Penetration tests were performed by a third party which helped prove that the intrusion prevention
solution works and also provides confidence in the existing system security. This allowed us to
identify any security risks or opportunities to further improve the overall design

The Benefits Our Solution Offers Customers Compared to the

Kapsch strongly believes that RUC programmes based o of ve cation data can
deliver multiple complementary outcomes to both users authorities. se are most evident at
the urban level, where adjustments to the tariff can b deliétcomes targeting specific
problems, as illustrated in Figure 2. E O

Figure 2 Common pro \Qdesired outcomes for urban areas

more dyn harging tariff (demonstrated in Figure 3) could deliver these different desires. While
we typical commend that RUC programmes start on a simple tariff structure, this same table
can be modified and/or applied to New Zealand.

As part of @E C pilot in Norway, Kapsch was able to demonstrate how the implementation of a
I
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Barriers

To inform the policy, legislative and regulatory settings, we are interested in your view about
the barriers to you achieving your commercial aspirations as a RUC retail services provider.
What policy, legislative and regulatory setting would need to change or be made easier to
enable you to invest in offering RUC retail services?

Barriers

In our view, the barriers to implementing RUC on the scale envisaged by the New Zealand
Government are political and legislative, rather than technical. The viability of satellite-based road
charging has been proven in many different countries across the world by various suppliers,
including Kapsch. It continues to be successfully deployed as an approach to road tolling. Al
examples of scheme failures are typically due to reversed political decisions or a lack of 'Q,will
to implement what can often be a divisive solution. 6%

Awareness of this reality is why we consistently promote a solution tha %ﬂt op the foundations
of user choice, opt-in and privacy by design, and includes option& by uset%n record
n

distances travelled manually. We also see the benefits of a regulate ysteu@ rmation

exchange based on published ISO standards.
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NZTA
NZTA plays an important role in RUC services as the Government’s RUC collector.
Under current arrangements NZTA is responsible for:

1. Approving (or declining) any RUC retailer application and appointing and contract
managing Agents (some of whom operate under a contract and are paid a
commission for RUC sales);

2. Providing RUC retail services to customers directly (through its website and App);
3. Collecting and administering the RUC revenue; and
4. Receiving the statutory fee for RUC transactions.

The Government is keen to ensure NZTA’s activities don’t crowd out the role of third parties
in the provision of RUC services. Are there measures that the Government should tak
ensure NZTA’s activities enable and encourage other RUC retailers to participate?

@ \ "4
NZTA’s Activities \2\ '\()')

Kapsch’s role in the RUC programme would be that of a technolcﬁy&;pplie . pﬁing in-vehicle,
roadside and back office hardware and software. We have aléo)been worki sely with NZTA for
many years in related road pricing applications and unde their pro . Because of this,

we do not have specific advice or feedback on NZTA’s actiwities crowding out third parties.

case, the costs of collectio
business case.
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Revenue security

How can the RUC retail market assist with balancing a user-friendly system with ensuring
revenue security?

Revenue Securi

For RUC licences, providing a user-friendly system and ensuring revenue security go hand-in-hand;
users are more likely to purchase and pay on time if it is easy to do so. The following list suggests
how this can be done, specifically for electronic RUC applications:
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Consumer protection and support

Do you have any initial views on how you might ensure appropriate protection of consumers
(e.g. complaints, remedy mechanisms)? Would you offer different payment options to
enable consumer flexibility and choice in RUC purchases?

Consumer Protection

To ensure appropriate protection of consumers, our system incorporates a comprehensive case
management module within the Commercial Back Office (CBO). This module promotes proper
traceability and follow-through for all customer issues, utilising alerts and tasks to enhance
response times and overall customer management. By integrating the features described below, we
aim to provide robust consumer protection and support, ensuring that all customer issues ar(l/

handled efficiently and effectively. %

Case Management: %
e Case Generation: Cases can be initiated either by a CBO oNe%q r automatieally by the

system.

¢ Assignment and Resolution: Once a case is registered, it is assign an operator who is
responsible for resolving the issue. Cases can be ed, reassi /reclassified,
resolved, or cancelled as needed.

e Automated Alerts: Automated alerts ensure ti ates and actions, improving the

efficiency of issue resolution. O
Flexible Solutions: s Q
e Customer Service: The CBO system i o meet the diverse needs of customers

igned t
and road operators, offering so such %’cial adjustments, credits, and debt
management.

e Payment Options: To provi 0 um%e ity and choice in RUC purchases, we offer

various payment options! optio designed to accommodate different consumer
preferences and finan¢i i ring a seamless and user-friendly experience.

<
S

In our previous %foy nts, price for the end user was determined by the tolling service
provider or, in th of m%vehicles, the fleet service provider. As general advice, offering

flexible payment options; prepaid, postpaid and/or subscription, can make it convenient for
users and encourage fiffiel\wand accurate payments which in turn boosts revenue security for the

e
O<<<<

Payment Options &
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[Optional] Additional information

If there is other material you would like to make us aware of in considering the policy,
regulatory and legislative settings to enable greater third-party provision of RUC services,
please feel free to include it below. Avoid attaching company brochures and other
advertising material. We can only receive 20MB via email.

Public Acceptance & Communication

The importance of public education and acceptance should not be overlooked. From our previous
experience in RUC projects around the world, we have seen they play a large part in the
programme’s success. All too often anti-RUC parties are far more successful in their messaging
and the public is not sufficiently educated in the alternative view. (L
We believe that RUC can be more successful when it is more ambitious. Revenue collg lone
is a much harder proposition to implement and an easier target for opp. ltiso that
RUC should consider the additional outcomes that can be delivered as fa Ecatio based

scheme such as improved air quality, reduced congestion, noise @ jon, in ent in public
transport, fleet greening etc., as a core part of the scheme design.

2.2 Assumptions

Assumptions

Please state any assumptions you have 0 the Response.

¢ We assume that road user re | fined as a tax, rather than a charge or
optional fee.

e We assume that third I%rvic ers can legally collect this tax on behalf of the
authority.

e We assume that i idual u ust have an option to pay their RUC without incurring
service fees. \/ é

¢ We assu a nforcerkw and/or the delivery of an enforcement system is not a part

of this \/
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SECTION 3: Respondent’s declaration

Topic Declaration Respondent’s
declaration
RFI-Terms: I/'we have read and fully understand this RFI, including the RFI- Agree
Terms. I/we confirm that the Respondent agrees to be bound
by them.
Conflict of The Respondent warrants that it has no actual, potential or Agree
Interest perceived Conflict of Interest in submitting this Response.
declaration: Where a Conflict of Interest arises during the RFI process the (1/
Respondent will report it immediately to the Buyer's Point of %
Contact. Q/
4
Details of '\
conflict of Not applicable

interest:

DECLARATION BY THE RESPONDENT <‘ : 2 Q

I/we declare that in submitting the Response an lara

¢ the information provided is true, accurate é \‘not misleading in any material

respect

¢ the Response does not contain any m
property rights

¢ l/we have secured all approprl submit this Response, and to make the
statements and to provide t atl Response
I/we understand that the falsi a i of tion, supplying misleading information or the

suppression of material i oni eclaration and the Response may result in the
Respondent being elimi om er participation in any procurement process flowing

frmge a third party’s intellectual

out of the RFI, and qg} ou ermination of any Contract awarded as a result of
such a procurement p .

By signing thi he signatory below represents, warrants and agrees that they
have been spondent to make this declaration on its/their behalf

Signature:

Full name:
Title/positi

Name of mﬂsation: Kapsch TrafficCom
Date: 12" December 2024
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Instructions for Respondents

1.

Check that you have all the relevant documents, including:

e The Request for Information (RFI) which outlines what information is needed.
e The Response Form (this one) to fill out your response.

e The RFI-Terms.

Before filling out this form, read the RFI carefully, particularly Section 2 (Our Requirements).
Please follow the layout of this Response Form:

Respondents.

(l/
e Don’t change the section headings and sequence as this needs tc@onsisten all

e Insert any extra images or graphs either as part of your an rate attachment
(but make it clear in the Response Form that you have do

e The combined file size including all attachments that be sent

is 20MB.
. Everything highlighted in PURPLE in this docume i at@ the Respondent (you).

Delete these PURPLE parts before sending the Re

o se Fg verything shaded in is
customisable by you. When you have comple &

ar ease un-shade them.

The purple boxes are Respondent Tip@ete the'seafter reading.

Write your response in the blue s. Un- the blue once you have filled these out.
Remember to make a note of Iine stions. Feel free to ask us anything if it is
unclear.
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Checklist for Respondents

Before you submit your Response...

1. Fill out all sections of the Response Form. X

2. Remove all the purple ‘Respondent Tip’ boxes from this Form. X

3. Delete the PURPLE instructions from this Form. X

4. Un-shade the BLUE highlighting where you fill out your answer. X

5. Prepare your Response X
Send a digital copy by email to procurement@transport.govt.nz

6. Arrange for the Response to be submitted electronically before the Beadline for X

Responses.

Request for Information Response Form — Road User Charges — Retail Services



ClearRoad, Inc.

O

Request for Information ( sﬁanse Form

Road User Charges — i ices

In response to the Request fc@om@
by: Ministry of Transport %@ Q~

v O
Date of this Respons :W%Z\%Q
&
N\g
Y
X
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SECTION 2: Our Requirements

2.1 Responses

This document should be reviewed alongside the Information Memorandum and the RFI document
(see GETS notice for all documents). Please increase the size of the answer box to fit your answers.

About you

To what extent is the provision of RUC retail services (ie. Providing services that support the
purchase and management of RUC) something you currently do in New Zealand or another
jurisdiction?

What is the scope of your current offering (i.e. types of vehicles, vehicle owners, and serviges)

If you currently do not provide RUC retail services but are interested in thesopportunity, any
current service offering in a similar sector, your level of experience in d D@g that % and
why you are interested in the opportunity to deliver RUC retail servicgs. &

ABOUT CLEARROAD &

ClearRoad specializes in providing end-to-end solutions @w Us ing (RUC), with a
focus on addressing the unique challenges of ble, . effigient, and user-friendly

implementation. RUC is at the core of ClearRoad’s ide
support the purchase, management, and administr

Our approach is modular and flexible, enablirg;& one

: utions are purpose-built to
RUC ms across jurisdictions.

ction as part of a fully integrated
system or as standalone modules that enhange gxisting fragneworks. This flexibility allows us to

tailor our solutions to the specific nee differe t%s, partnering with local operators to
deliver the greatest value.

ClearRoad’s technology-agnostic% ch to%n e reporting ensures compatibility with a wide
range of vehicles and recordi ds. omplemented by robust data handling practices
and operational protocols §Q£%& to%fl accuracy, minimise fraud and ensure a seamless
is r

user experience. By leve ecording technologies already available in vehicles or

t
accessible to drivers, reduCe o | costs while improving user acceptance and promoting
program sustainabili systé% upports both automated and manual distance reporting,
offering users m@i s while safeguarding privacy and ensuring compliance.
y

Being technology-agnos 'c?ﬂs ClearRoad to support all vehicle types and integrate seamlessly
with current and futupe*cophected vehicle technologies, as well as adjacent industries such as
tolling, time-of-use @stion) charging and other ITS systems. We believe that our open
architecture anQo orative approach enhances potential for interoperability and fosters

innovation. %

Our solut@a dresses four key challenges currently faced by RUC: cost-effective distance
reporting peration, scalability to accommodate millions of users, high accuracy and reliability
for revenue assurance, and adaptability to support evolving program requirements.

Through years of experience in live RUC programs, extensive pilot projects, and research and
development, we have defined best practices, refined our tools, and implemented robust systems.
These efforts have ensured that we deliver high-quality solutions and outcomes that meet the
needs of both the government and end-users.

OVERVIEW OF SERVICES
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ClearRoad’s RUC solution offers a comprehensive suite of services to enable full end-to-end RUC
implementation including distance reporting, transaction processing, account management and
backoffice operations, invoicing, payment collection, data monitoring and reporting, and customer
support.

Our modular architecture offers flexible and tailored implementation for diverse program needs.
We seamlessly integrate with different third-party providers, existing government systems, and
support a variety of distance recording options such as: On-board Devices (OBD), OEM Vehicle
Telematics, and our own Smartphone App and Odometer Photo Capture developed by ClearRoad.

Offering different distance recording solutions allows us to give users more options and ensure
compatibility across a broad range of vehicle types. Complemented by robust data handling
practices, our solution improves accuracy, minimises fraud, and ensures a seamless user
experience.

Both programs focus on fuel-efficien rer vehicles.

In these live programs, Clear
calibrated for accuracy
implemented protocols t
practices and system
effectively.

PILOTS & RELA@TXP%@
Our solutions are des@ integrate seamlessly with adjacent industries such as tolling and
i

rding solutions have been rigorously vetted and

"ach recording option, we have developed and

compliance and ensure revenue security. Operational
rough experience, allow us to address high-risk areas

ITS, fostering colla iom and delivering cohesive, efficient outcomes. Our pilot projects
demonstrate our &bijlity, to align with diverse systems and stakeholders.
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These projects highlight our expansive experience with our tion to continuous
improvement and research, and our ability to conn % align iverse systems to deliver
cohesive and efficient solutions.

\ ,Q
Level of interest in RUC services \-)

What is the nature of the RUC retail s uare i sted in offering:
b purchase of RUC). This could include a
C ine or link directly to where RUC can be
ns);

ncluding direct purchase of RUC —as an Agent of
ed of the need to check and purchase RUC and when

NZTA. So that custo
new Iicence?‘r‘{\ﬁuﬁired,\ can be purchased (either instore or online);

3. Electroni anagement services enabled by electronic measurement and reporting of
vehicle distance an?&' ing reminders to purchase RUC licences (but not direct

1. Manual RUC managemen
reminder service to purch

purchase of RU
4. Electronic management services enabled by electronic measurement and reporting of
vehicle di nd automatically purchasing RUC directly (as an agent of NZTA);

5. Full ek eaRUC solution as a certified service provider approved by NZTA under the
code-qra revised version of the code
(h @l .nzta.govt.nz/assets/resources/road-user-charges/eruc-quidelines/docs/ERUC-

code=of-practice.pdf); 6r
6. Another business model (or hybrid of the approaches outlined above)?
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Commercial proposition

Do you think the commercial proposition of RUC retail services is a standalone business
opportunity or one that is integrated with a range of other activities?

As the underlying cost of RUC is fixed, retail service providers will need to make a commercial
return on activities other than the sale of underlying RUC. This would mean selling RUC as part of
a broader offering, such as:

e fleet management/telematic services

e bundling of utility like payments

e financial services to bundle and smooth payments

e sale of information to advertisers (with the express permission of customers) etc.

e efficiency of service offering enabling margin to be made on the administrative fee
charged for RUC purchases

This list is non-exhaustive, and any other commercial propositions you ggest
welcome, along with any description of what, if any, changes to existin ativ
administrative provisions would be needed to facilitate this. &7 &
Is there ea t|me that needs

to be considered? What other factors should we consider re com |ab|I|ty’7

From our experience, RUC retail services car\ba-;tand smess opportunity under specific

conditions. The viability depends on the chose m eI operational efficiencies, and the
integration of value-added services. Be outling, three potential models and their commercial

considerations.

Are there minimum scale factors that impact commercial viabiliét?’?

A commission-based model is\a ) pproach that has proven commercially viable in
US RUC programs. In the - olint managers (CAM) are certified and contracted by
the government to man RUC rations but are standalone businesses. CAMs are
incentivized on a co W-bas %el based on user enrolment in the program.

It is an open, ated «par et that encourages competition among CAMs — encouraging
service differentiation an ation to attract and retain users. By aligning incentives with
performance, it ensure Egh

opportunity.

-quality service delivery and creates a standalone business

5 charging an administrative fee for managing RUC accounts and providing
end-to-en omer support. It allows for a specialised approach, ensuring a seamless

However, one potential challenge is competition from subsidized government alternatives which
provide RUC services at a lower cost. If NZTA offers such alternatives, it may limit the
competitiveness of private RUC providers. Ensuring a level playing field would be critical for
commercial success of this model.

C. -
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Another option is to integrate RUC with complementary services such as fleet management, utility
payments or telematics. While this approach may offer added value to users, we have not
observed significant success globally for the non-commercial vehicle segment, in bundling RUC
with other services to offset costs effectively.

In the tolling industry, we see more and more interest to bundle tolling with other services such as
parking, gas purchase and more, but have seen limited adoption with marginal volumes. While
possible, this model is complex and may require significant market maturity and user education to
succeed.

OPERATIONAL EFFICIENCIES
For any of the models above, commercial viability depends on implementing efficient and
cost-effective operational design. Below, we recommend some strategies to help achieve this:

e [ow-Cost Distance Recording Solutions: Leveraging existing and readily %
technologies such as vehicle telematics or phone-based reporting reduces i %: ure

and device costs for users, improving acceptance and scalability
trativehbgc jons can

e Digitised Operations: Automating billing, licensing, and other '
ic Ioc@&)hysical license

minimize overhead and accelerate deployment.
displays, or installation services for recording deviceQﬂJce operatioflal complexity and

e Reduced Physical Infrastructure: Avoiding the need for
costs.

highlight some legislative changes that should be
becoming commercially viable.

MINIMUM SCALE CONSIDERATIONS
Clear guidance for minimum scale i

n
C own that government support in covering
some initial set-up and certifica ts ¢ ourage participation from vendors and help

achieve scale. ?\ O
Technology V \%
What role might y offered

by your business play in the future RUC retail market? Does
your (current or d) prayi of RUC retail services use technology that you supply to
measure and report distancesor support the reporting of distance from existing equipment (e.g.

odometers or OEM te systems? If so, can you summarise:

e how the té?\gzéy works
t

gin@Zt further financial analysis of the retail

e what collected

o \Whahsegvices you provide with the technology in connection with revenue collection (e.g.
di ce measurement, tolling, congestion charging, refunds)

e how you ensure the reliability and security of the system

e how revenue security is protected

e how user privacy is protected

e what benefits it offers customers compared to the existing system

e whether the technology is stand-alone or integrated into existing devices (cars or phones)
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e whether it requires professional installation (if it is not integrated) and whether it requires
any modifications to be fitted for the purpose of providing RUC retail services for light
vehicles

Please describe any examples of where and when this technology has been applied in practice for
RUC or similar purposes, to generate actual revenue.

ClearRoad’s technology can support New Zealand in transforming its RUC retail market by
addressing the distinct needs of non-commercial vehicles. By leveraging existing technologies for
distance recording, ClearRoad reduces program costs and operational expenses, offering a
seamless, user-friendly RUC system for the larger population.

Our modular and open architecture system design allows us to integrate with both ekisti
infrastructure and future transportation needs, offering flexibility for program evoll.% d

enabling more complex road pricing models such as variable location-based pricing.
Drawing from our experience, we have found that in these earl CNoptlon and
setup, it is crucial to implement systems that avoid locking NZTQ{“ estrlct UC operations.

Instead, these systems should be designed as future-proof solutions cépable®of adapting to
changing transportation trends and program evolution. ’

A\ O

Request for Information Response Form — Road User Charges — Retail Services



Request for Information Response Form — Road User Charges — Retail Services




Request for Information Response Form — Road User Charges — Retail Services




To further ensure resilience, our team has established strict business continuity and disaster
recovery protocols. Over time, we have introduced different measures to prevent and address
common risks and adapt to unique use cases. Additionally, each distance recording option is
equipped with specific security features, such as fraud detection, tamper alerts, unplug event
detection, and frequent connection checks, to further enhance system integrity and reliability.

PRIVACY PROTECTION

ClearRoad safeguards user privacy by collecting only the information necessary to meet pregram
requirements, particularly if RUC is offered as a standalone service. Our solution complies Wi
consumer privacy protection laws, such as GDPR and similar frameworKS@h as OCPE, us

State of Oregon.
We employ data anonymization protocols when sharing infor, @withﬁd parties (e.g.
payment platforms, other retailers) and enforce strict da&c ss gprotoeols based on

administrative roles. Additionally, we have implemented purging
program requirements, such as automated removal of tri
p< ): I

@gcols aligned with
nd lo€ati ata after a certain
period of time (e.g. RUC program in Oregon), and supgo, deletionof user data on-demand

(right to be forgotten).
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STAND-ALONE OR INTEGRATED TECHNOLOGY

ClearRoad’s data processing module is agnostic to distance recording devices. We leverage
existing devices and technologies, while adding RUC specific enhancements. We are able to
integrate with additional distance recording options and third-party providers if needed to offer
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more user choice. With some of our proprietary distance recording options (e.g. odometer photo
capture) we are able to operate our system as a standalone.

Our solution can be applied standalone or integrated with a variety of services. The modular
design and open architecture is built with the future in mind, allowing smooth integration with
existing infrastructure and capable of adapting to evolving transportation trends and program
evolution.

PROFESSIONAL INSTALLATIONS OR MODIFICATIONS

All of the distance recording options we currently offer are straightforward and easy for drivers to
use or install on their own. They do not require professional installation or modifications, thus
reducing operational expenses or additional financial burden to customers. However, some
distance recording options are inherently more cost-effective than others: OBD devices are
particularly costly to scale as they require the purchase of additional hardware, while
smartphones and OEM vehicle telematics are low cost options that are readily widely avai
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Barriers

To inform the policy, legislative and regulatory settings, we are interested in your view about the
barriers to you achieving your commercial aspirations as a RUC retail services provider. What
legal, administrative or policy setting would need to change or be made easier to enable you to
invest in offering RUC retail services?

We have identified two primary barriers that could partially hinder our ability to provide RUC
services under the current NZTA RUC program:

1. RESTRICTIONS ON THE DISTANCE RECORDING TECHNOLOGIES

geared towards the use of an onboard unit provided by ESPs. This approach limits [the

Many sections of Code of practice for electronic road user charges management systeme
commercialization of alternative, widely adopted distance recording technologies for Iﬁ’% iCle

users, such as smartphone or OEM telematics. @
Examples of restrictive provisions include: \

e Section 3.4. - “ESPs will need to provide at least three electr ic dIS r corders of the
type and model for which they seek approval.” This reGuirement i at the ESP can
actually provide some sort of device which would d o do /f vrce is already in
the vehicle or if the device is a smartphone.

e Section 5.2 - “The distance recorded must b . e fro ttwo independent

sources and cross referenced against eac may include, but are not
limited to; wheel revolutions, GNSS and %& ‘ There are some limitations
for other distance recording technolo rovi independent sources for each trip.
For some of them, odometer readi smg?gu ce should be enough on its own.

e Section 5.2 - “display the electr tance I e and distance travelled in accordance
with section 19 of the Act and@ rm pfe

(either as an integrated pa elec Q C
electronic display panels) armient implies that the ESP can customize the

device and the displa ? mfor 2 in the vehicle.
e Section54 - Elect% tanc ders should operate normally in the face of drops,

shocks, vibration, humidity, altitude, rain, dust, sand, temperature extremes (-30°C to
+80°C) and t r%vluhock »

EDR’s sho ly with-l ode rating IP54, the housing of externally mounted

electroni e recorders should comply with IP66 rating. This requirement implies that
' ic type of after-market telematics devices.

the ESP

[ J
The RUC Act d ‘distance recorder’ broadly as “any other kind of distance recorder
approved by t %é collector”. However, the definition of an ‘electronic distance recorder’ is
more restricti rring specifically to “a distance recorder provided by an electronic system
provider.” ct 2012, pt 1, s 5, ss 1). This can create and potentially limit leveraging existing

recording ologies already built into vehicles or in the hands of the vehicle owner.

COMPARISON WITH OREGON DOT

We encountered a similar situation with one of our clients, Oregon DOT, who initially prescribed
only OBUs for distance recording. Over time, Oregon expanded to other distance recording
technologies and solutions. Oregon now offers three options for distance recording. This has
successfully increased adoption by accommodating a wider range of vehicles and offering user
more choices. A similar approach in New Zealand could enhance accessibility and user
acceptance.
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2. EXPANDING RUC BEYOND THE CURRENT RUC LICENSE MODEL

Ref: RUC Act 2012. pt2,s 9, ss 3
The RUC Act 2012. pt 2, s 9, ss 3 states that “subsection (1) does not apply if there is evidence
that the RUC vehicle is registered under an appropriate alternative payment scheme.”

While this suggests that RUC licenses are not the sole method of payment, greater legislative
clarity is needed to explore and implement alternative payment models, such as pre-payment,
post-payment pay-as-you-go.

Limiting RUC payments to pre-purchased licenses restricts users’ flexibility and may discourage
the adoption of certain distance recording methods. %

SPECIFIC LEGISLATIVE CHALLENGES:
The Act provides provisions for alternative payment schemes under spe@rcums r%

o Part 89, Section 1 (i) “prescribing alternative payment s fop{paying road user
charges for RUC vehicles issued with an electronic distan&c

rdergincliding prescribing
different alternative payment schemes for different RUC vehicles < ?
o Part 89, Section 1 (j) “specifying forms of evide Quegistr i der an alternative
c@ ista er&order;”

payment scheme for RUC vehicles fitted with an elecifo
However, these provisions explicitly apply to vehia ed wijth~electronic distance recorders as
currently defined, potentially excluding newer teeha ike telematics and smartphones.

Expanding the scope of ’electronic distance include these technologies would
hemes.

By addressing these barriers, NZTA can foster a more inclusive, user-friendly, and technologically
advanced RUC system that encourages broader participation while benefiting from future
technological advancements.
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NZTA
NZTA plays an important role in RUC services as the Government’s RUC collector.
Under current arrangements NZTA is responsible for:

1. Approving (or declining) any RUC retailer application and appointing and contract
managing Agents (some of whom operate under a contract and are paid a commission for
RUC sales);

Providing RUC retail services to customers directly (through its website and App);
. Collecting and administering the RUC revenue; and
4. Receiving the statutory fee for RUC transactions. (1/

The Government is keen to ensure NZTA’s activities don’t crowd out the role of third patti e
provision of RUC services. Are there measures that the Government sh take to en TA's
activities enable and encourage other RUC retailers to participate? \

y 2
We suggest the following considerations for NZTA’s current respossibilities an@pose additional
areas where NZTA can further encourage RUC retailer participation?
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incentivises providers to improve their offerings and services, differentiate from
competition, and innovate different aspects of their product and operations. With some of
the business models and standards mentioned in earlier sections of this response, RUC
retailers are also incentivized to implement effective RUC revenue collection approaches,
diversify payment options and billing methods, while providing friendly customer service
and comprehensive terms and conditions.

e Collaborative approach. As a RUC provider, we have worked closely with state
governments to suggest programmatic improvements based on actual customer feedback,
performance reporting, and on-the-ground experience.

e Best practices. Best practices promoted by NZTA or recommended by the market can
provide baseline operational improvements across all RUC retailers.

Alongside some considerations mentioned in other parts of this response, the above are initial
suggestions that can assist to balance a user-friendly system with revenue security. (L

Consumer protection and support Q
Do you have any initial views on how you might ensure appropriate pro? ion of con%ers (e.g.

complaints, remedy mechanisms)? Would you offer different paym ns ’V,Qable consumer

flexibility and choice in RUC purchases?
As a third-party RUC service provider, we are committed toser suring r u@nsumer protection
and support. Drawing from best practices in our global G.projects, ropose the following
measures:

CUSTOMER SERVICE Q QE
e Close monitoring of customer segis ics m\ tify and address areas for

improvement;

e Establishing standard operating proce s for ints management, privacy and data
handling, and various use case \@)ws;
e Collaborating with the NZT, esks ress consumer concerns and questions

efficiently. Q~

TRANSPARENCY AND AC Bl
e Ensuring NZTA reyiews\and our terms and conditions and privacy policies to

align with local regu s an dards;
e Maintaining tr, %ency *@ rs by obtaining proper permissions and agreements and
Q providing ¢ v

agreement oviding isibility of terms, conditions and privacy policies.
PAYMENT OPTIQS

\%

e Offering multipl ent options to provide flexibility and choice for consumers, including
pre-paid, pos@ nd pay-as-you-go models, along with support for various payment
platforms K redit cards and mobile wallets (e.g., Google Pay, Apple Pay).

These meas | ensure consumers have a reliable, transparent, and user-friendly experience
while mah@ compliance with regulatory and privacy standards.

[Optional] Additional information

If there is other material you would like to make us aware of in considering the policy, regulatory
and legislative settings to enable greater third-party provision of RUC services, please feel free to
include it below. Avoid attaching company brochures and other advertising material. We can only
receive 20MB via email.
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We have attached with our RFI response a short summary of lessons learned from our experience
with the Utah and Oregon live RUC programs. Although both programs do not yet mandate all
non-commercial passenger vehicles to be enrolled in RUC, we believe they still provide a wealth of
information and lessons that can help inform other RUC program designs. We also provide some
insight on the different distance recording options we mention in our response. The attached file is
marked as ‘commercial in-confidence’

2.2 Assumptions

Please state any assumptions you have made in relation to the Response.

Qe
None Q
&\2{(/ N
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SECTION 3: Respondent’s declaration

Topic Declaration Respondent’s
declaration
RFI-Terms: I/we have read and fully understand this RFI, including the Agree

RFI-Terms. I/we confirm that the Respondent agrees to be
bound by them.

Conflict of The Respondent warrants that it has no actual, potential or Agree (L
Interest perceived Conflict of Interest in submitting this Response.
declaration:

Where a Conflict of Interest arises during the RFI pr %he \%

Respondent will report it immediately to the Buyer s
Contact.

\

Details of
conflict of not applicable Q~
interest: \

DECLARATION BY THE RESPONDENT
I/lwe declare that in submitting the Response th|s&e ation:
dc le

e the information provided is true, accura
material respect

e the Response does not contai
property rights

e |/we have secured all ap a aut

statements and to pro d infg

and not misleading in any

|II infringe a third party’s intellectual

ations to submit this Response, and to make the
in the Response.

l/we understand thatt |cat|o of.information, supplying misleading information or the
suppression of ma this declaration and the Response may result in the
Respondent bein ated ffo*; rther participation in any procurement process flowing
out of the RFl, ds for termination of any Contract awarded as a result of
such a procure

By signing this dec the signatory below represents, warrants and agrees that they
have been author| b the Respondent to make this declaration on its/their behalf.

Signature:

Full name: SSIE
Title/position: S 9(2)@

Name of organisation: ClearRoad, Inc.
Date: 12/11/2024
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Instructions for Respondents

1. Check that you have all the relevant documents, including:
e The Request for Information (RFI) which outlines what information is needed.
e The Response Form (this one) to fill out your response.
e The RFI-Terms.
2. Before filling out this form, read the RFI carefully, particularly Section 2 (Our Requirements). (L

3. Please follow the layout of this Response Form:

Respondents.

e Don’t change the section headings and sequence as this needs &lstent all

¢ Insert any extra images or graphs either as part of your ans ttachment

(but make it clear in the Response Form that you have € so).

e The combined file size including all attachments th e sent to
procurement@transport.govt.nz is 20MB.

4. Everything highlighted in PURPLE in this docum f rma Respondent (you).
Delete these PURPLE parts before sending the ~ onse F erythlng shaded in is
customisable by you. When you have com e ar e un-shade them.
|:| The purple boxes are Respondent T|p ete t r readlng

. Write your response in the bl @ns Un-s the blue once you have filled these out.

5. Remember to make a note of t|ons Feel free to ask us anything if it is
unclear.

Request for Information Response Form — Road User Charges — Retail Services



Checklist for Respondents

Before you submit your Response...

1. Fill out all sections of the Response Form.

2. Remove all the purple ‘Respondent Tip’ boxes from this Form.

3. Delete the PURPLE instructions from this Form.

4. Un-shade the BLUE highlighting where you fill out your answer.

v gz

5. Prepare your Response

Send a digital copy by email to procurement@transport.govt.nz g g b
6. Arrange for the Response to be submitted electronically before the ne/f< X

Responses. A

&

A J
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Fast NZ Limited
SV
\2{0 '\%
QRN
Request for Information %@Ygse Form

Road User Charges @i}@gices

In response to the Request f@for@&
by: Ministry of Transport %@ Q~

Date of this Respwbe\ 4
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SECTION 2: Our Requirements

21 Responses

This document should be reviewed alongside the Information Memorandum and the RFI document
(see GETS notice for all documents). Please increase the size of the answer box to fit your answers.

About you

To what extent is the provision of RUC retail services (ie. Providing services that support
the purchase and management of RUC) something you currently do in New Zealand or
another jurisdiction? (L

What is the scope of your current offering (i.e. types of vehicles, vehlcle owners, an
services)?

If you currently do not provide RUC retail services but are intereste oppo :
include any current service offering in a similar sector, your lev: erien€e in
tod

delivering that service, and why you are interested in the opp UC retail
services.

Fast Enterprises (FAST) develops and implements enterpris e tha serv as the single solution
and system of record for the administration of governme g astCore™ government
software platform, the foundation for our line of progra eC|f re solutions, is in production
for the administration of thousands Of programmesgs s managed by over 100
agencies worldwide. These agencies include New 3 C ue Department, which
implemented our FastCore software as the baS| or jts Busine ransformatlon Programme, the

largest and most complex system-moderni n projectin ency S history.
FastCore is also in production (or |s he administration of vehicle and driver
programmes and schemes for 24 mot icle agencies. These motor vehicle agencies use

their modern FastCore solutio
of our FastVS software soluti

ord for administering vehicle services (through use
ith our FastDS solution), or as a single and

schemes man f th same functions and services as NZ Transport Agency Waka Kotahi
(NZTA), includQuucle r ion, licensing, certification, plating, and additional compliance, safety,
and enforcementwegulatio fees for light and heavy vehicles and vessels. Agencies that represent

19 US. states and t dian provinces also use FastCore for administering their International
Fuel Tax Agreem t(IFTA) schemes. IFTA simplifies interstate motor carriers’ reporting of fuel-use
taxes, allowin stabllsh and maintain a single fuel tax license for multiple vehicles and file a
single cons: % d fuel tax return in their base jurisdiction. Like New Zealand’s Road User Charges
(RUC) sch A involves vehicle mileage tracking. Carriers monitor and record the distance
travel : c ir vehicles across jurisdictions and report these distances as part of their quarterly tax
return sEastCore’s built-in interface integration layer, which enables data exchange with external
systems and eliminates need for middleware, also allows U.S. state agencies to obtain commercial
vehicle mileage and safety information from federal agencies, like the U.S. Federal Motor Carrier Safety
Administration.

Our FastCore solution for vehicle services administration, FastVS, was designed specifically for
transport agencies. Its flexible baseline features and functions for vehicle services, which are operable
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upon installation, can be rapidly configured to provide complete functionality for agency-specific
programmes and schemes, like vehicle registration, licensing, permitting, inspections, certifications,
and RUC. With FastCore as an agency’s centralized solution, system transactions and updates to
vehicle and customer information are applied immediately across all agency programmes and
schemes. This accurate, real-time vehicle and customer information supports staff in efficiently and
effectively conducting tasks and services throughout all agency business areas, provides law
enforcement personnel with certainty in compliance and enforcement actions, and presents customers
with clear and current information for complying with their vehicle regulations and financial obligations.

In addition to features and functions designed specifically for the administration of vehicle services,
schemes, and programmes, FastVS also contains FastCore functionality that is built into all our
software solutions. This includes the same FastCore financial engine used by Inland Revenue to
successfully process over $115 billion in 2023-24 tax and revenue, as well as additional built-in %
components and capabilities for business rules, reporting, workflow, task management, onlin -
services, billing, payments, and more. This fully featured functionality provide%?y user: s,
and customers with a consistent and comprehensive user experience across ncy ermand
schemes. It also significantly reduces an agency’s IT footprint and assoeiatéd m inte@pand support
burden by eliminating need for the complex mix of third-party applications, point solttionsyplugins, and
other ancillary systems and licensing agreements required by alt tive systems.C)

While FastVS contains complete functionality for serving as
and schemes, like RUC, its built-in enterprise service bu
enable agencies to easily exchange data with external ogies il services. With FastVsS as
NZTA’s system of record, the agency can process é ust e@vehicle information through
multiple retail service channels, both with Fastqrﬁ1 iIt-in yﬁ\g@al features and through interface
with virtually any external third-party retail servic tec 0 at helps customers purchase,
measure, or manage their RUC. This app rovides '%cy with a single source of truth for all
vehicle and scheme information without r ingthe a or customers to select technologies and
retail service channels. To expedite i % de\Qu1 . authorized interface partners and external

rface ment functions also

© SOIEO” fE all agency services

retail service providers can acce ished int efinitions and documentation within FastVs to
establish, test, deploy, and m?& ir Apj @ o Programming Interface (API) connections with the

solution. @ Q
Level of interest j Wervi $

What is the n e RUC retail service you are interested in offering:

1. Manu ma t service (but not direct purchase of RUC). This could
include a remind ice to purchase RUC and outline or link directly to where
RUCcanb sed (online and in physical locations);

2. Manual nagement service including direct purchase of RUC —as an Agent of
NZT t customers are reminded of the need to check and purchase RUC and

E3 ectronic RUC management services enabled by electronic measurement and
@. ing of vehicle distance and providing reminders to purchase RUC licences
put not direct purchase of RUC);

4. Electronic RUC management services enabled by electronic measurement and
reporting of vehicle distance and automatically purchasing RUC directly (as an
agent of NZTA);

5. Full eRUC or eaRUC solution as a certified service provider approved by NZTA
under the code or a revised version of the code
(https://www.nzta.qovt.nz/assets/resources/road-user-charges/eruc-

wrg w licences are required, they can be purchased (either instore or online);
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guidelines/docs/ERUC-code-of-practice.pdf); or
6. Another business model (or hybrid of the approaches outlined above)?

Our business model is based on the implementation of FastVS—our prebuilt and production-proven
solution designed specifically for transport agencies—as NZTA'’s single and modern system of record for
RUC and other agency programmes and schemes. While FastVS can be used solely for RUC scheme
administration, combining RUC with vehicle registration in the same modern system provides your
agency and interface partners with a single source of truth that eliminates need for the multiple
interfaces (and third-party applications) in use today. In addition, FastVS can be fully implemented as
the system of record for complete vehicle programme and scheme administration in just 18 months.
This 18-month schedule has been successfully achieved on every one of our FastVS system-

modernization projects for 21 U S. state transport/motor vehicle agencies. %L
nd

FastVS enables a more effective foundation for RUC that simplifies and strea interfaces
and acceptance of, a wide variety of retail services, electronic distance reco ) soluts\%
additional private-sector technologies. As the single and centralized sou r i d customer

information, FastVS will enable options for expanding services beyon -demand ail services.
For example, data exchange between FastVS and electronic dista%e recorder (E

) solutions can

enable service providers to offer customers the convenience of ted m billing. As the
single source of truth, FastVS also provides law enforcementWwi nsolidated @and accurate real-time
information during traffic stops and roadside inspectionsQ

Commercial proposition % O
Do you think the commercial proposition ﬁ etaib@es is a standalone business
er

opportunity or one that is integrated with a e of ctivities?

ail se roviders will need to make a
e the nderlying RUC. This would mean
N

rng, s

As the underlying cost of RUC is fi
commercial return on activities o

¢ financial servic smooth payments

o fleet management/tele serv

« bundling of utili il%me O
%bundl Q

e sale of in@ to a\%rs (with the express permission of customers) etc.

rvice offering enabling margin to be made on the administrative fees

o efficie
char% uc Wes
This list is non-exha t%ﬁnd any other commercial propositions you may suggest will be

welcome, along wittra escription of what, if any, changes to existing legislative or
administrative ;r\isi ns would be needed to facilitate this.

Are there mi scale factors that impact commercial viability? Is there a lead time that
needs t%: sidered? What other factors should we consider regarding commercial
viability?

Use of@S as NZTA’s modern system of record will provide a flexible foundation for RUC, and other
agency services and schemes, that enables a broad and diverse range of retail services, commercial
solutions, and additional offerings and options. As the agency’s single source of truth and centralized
system for all financial functions, FastVS will allow service providers to offer their agency-approved
services and solutions through a single interface for exchanging real-time customer and vehicle
information with the system. FastVS’ built-in enterprise service bus and interface-management
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functions provide robust API management and services that simplify, streamline, and expedite the
development of interfaces for integration with third-party services and solutions, without the cost,
complexity, risk, and overhead of third-party middleware.

FastVS has built-in functionality for managing and maintaining all interfaces, including modern, real-
time, web-service interfaces, like Representational State Transfer (REST) web services with JavaScript
Object Notation (JSON) payloads, as well as batch interfaces and file transmissions from older systems
and communication protocols. Agencies can also provide external interface partners and third-parties
with access to FastVS™ API developer portal, which is in production for Inland Revenue. The portal
supports third-party retail service and solution providers in streamlining and expediting their
development, testing, and deployment of interfaces for data transfer with FastVS. Some of the portal’s
primary features include:

e An API catalogue and online development documentation.

¢ Functions for web-services development and testing. %\
e Tracking for required testing scenarios, including completion of agen @d authN

steps.

e Approval and certification functionality for specific approval of partn S, as well as
IP address whitelisting.

o Self-service API credential maintenance (certificates, API usema rd).

e Open API (Swagger) support.

e Cross-Origin Resource Sharing (CORS) support, for a n WI t-e d java-script clients

(such as cell phones, web browsers, and tablet

Technology

What role might technology offered b y n the future RUC retail market?
Does your (current or planned) prov' f RUC sérvices use technology that you

supply to measure and report dis sup reporting of distance from existing
equipment (e.g. odometers or (o) ati s? If so, can you summarise:
e how the technology w

e what data is coll ?\
o What services @ Vi the technology in connection with revenue

collection % ement, tolling, congestion charging, refunds)
e howyo the reli y and security of the system

. how? protected
e how priv, ; r otected
e what ben ers customers compared to the existing system

e wheth hnology is stand-alone or integrated into existing devices (cars or

it requires professional installation (if it is not integrated) and whether it
es any modifications to be fitted for the purpose of providing RUC retail
@ ices for light vehicles

Please describe any examples of where and when this technology has been applied in
practice for RUC or similar purposes, to generate actual revenue.

FastVS operates as a single solution and touch point that enables service providers to offer customers
the convenience of fully automated set-it-and-forget-it services for paying charges for RUC, vehicle
registration, tolls, and other charges through a direct debit/credit model and associated customer
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payment agreements. It also expedites customer interactions and transactions by requiring minimal
customer-identifiable information for accurately calculating charges, generating one-time fees, and
providing routine consolidated billing for RUC and other charges, like toll fees. As the system of record
for all agency programme and scheme information, FastVS automates the association of verified
customer information with applicable vehicle information (like vehicle type, weight, and VIN) within the
solution. As a single source of real-time vehicle and customer account information that can provide
system access t0 a variety of authorized service and solution providers, FastVS promotes a diverse mix
of customer-based services and technical solutions. In the United States, for example, third-party
businesses are frequently used to manage vehicle registration and regulatory compliance on behalf of
companies that operate vehicle fleets.

FastVS’ built-in financial functions automatically calculate charges for customers (or transmit charge (L

information to third-party retail services and solutions) and provide complete functionality for %
associated billing, correspondence, payment receipt processing, refunds, collections, and acc
reconciliation functions. Like all system events, financial transactions are ap ediat %
customer accounts and vehicle information, providing real-time updates acro ppli abl?e&ency
services and schemes. Use of FastVS financial functions for all agency nd sﬁ%:es provides
a consistent and unified framework for calculating and generating fe&o ati ill statements,
processing payment receipts, issuing refunds, conducting agenc e accountingr%)roviding
scheduled and on-demand financial reporting.

etiops and real-time

ices schemes. It provides
e and financial obligations,

Inland Revenue’s FastCore system of record provides si
information updates for the agency’s multiple tax, rev

customers with a summary of important informationgi

and generates statements of consolidated bill % ;&2 tax, revenue, and social
schemes. FastVS can provide the same functionali , enabling consolidation and true
integration of all agency schemes for RUIe licensi egistration, and, potentially, other
services for road toll fees, vehicle certi ens, and more ‘Use of FastVS financial functions for all
agency services and schemes will i onsi unified framework for calculating and
generating fees, automating bill S%é , pro payment receipts, issuing refunds, conducting
agencywide accounting, and pfovidi ched @: on-demand financial reporting.

Role-based security tools function t into FastVS provide system and security administrators
with built-in functio W efini ion security controls, maintaining security groups,
designating and piOtecti custom&S financial data, managing and recording user access and
activities, and orming many other security-related activities. FastVS also contains built-in security
and privacy C(%Mor pr a%he confidentiality, integrity, and availability of sensitive information
and data. It encrypts al ;%hest and in motion, enables masking/tokenization of sensitive

e

information, and hasg’t6b curity, data management, and privacy safeguards based on security best
practices and cor\ that comply with multiple compliance regimes.

Barriers

To infj ﬁ policy, legislative and regulatory settings, we are interested in your view
about arriers to you achieving your commercial aspirations as a RUC retail services
provider. What legal, administrative or policy setting would need to change or be made
easier to enable you to invest in offering RUC retail services?

While implementation of the FastCore-based FastVS solution as NZTA's modernized system of record
would not require major legal, administrative, or policy changes, it would entail a larger project
undertaking that involves some business-process-reengineering activities. These activities, including
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organizational change management, would enable the agency to take full advantage of streamlined
business processes made available by the solution’s seamlessly integrated functionality, system
automation, modern user interface, online customer self-service channels, and prevailing business and
technical best practices.

Although implementation of FastVS should not require significant policy changes, FastVS supports
efficient and effective policy agility through its configurable architecture and built-in business-rules
engine. Its flexible configuration allows agencies to respond quickly to changes resulting from new
legislation, policy adjustments, operational improvements, new functionality, and other factors. FastVS
also provides full functionality for the lifecycle management of business rules, from rules creation and
simulation to testing, deployment, and retirement. The FastVS business-rules engine supports the rapid
implementation of most changes and configurations, without need for reprogramming, code
modification, or complicated adjustments. Workflow, task management business processes, fina
calculations, searches, screen navigation, forms, correspondence, Help content,security setti

online portal functionality are just a few examples of the FastVS features and @ns that
implemented, modified, and maintained through configuration. K

= e A

NZTA plays an important role in RUC services as the Go ector.

ation a %inting and contract
ac nd are paid a

nt’s

Under current arrangements NZTA is responsible for

commission for RUC sales);

2. Providing RUC retail services to c@
3. Collecting and administering t UCTreve

4. Receiving the statutory fee for transa :
The Government is keen to en A’s ies don’t crowd out the role of third
parties in the provision of RU% ces. e measures that the Government should
take to ensure NZTA’s acti able ourage other RUC retailers to participate?

Rather than crowding put thyg’parties, %Iieve that the ease of access to a single system of record
for RUC and other Mmes iN ase third-party participation by simplifying means to provide,
maintain, and e retail services solutions. FastVS eliminates many of the technical roadblocks
that third-pa idérs an lutions can experience when required to interface with a complex mix
of agency syste touchpoints. With single-interface access to accurate, real-time
information for all cu nd vehicle information, service and solution providers can focus more on
providing convenienge a alue to customers and less on technical integration issues. Inland Revenue
has achieved fujt | 1on with hundreds of accounting and payroll software providers that directly
integrateoiz gency’s FastCore platform for the purposes of reporting tax, payroll, and social policy

informati

In addince FastVS provides full functionality for administering virtually all aspects of vehicle
programmes and schemes, like RUC, authorized retail service and solution providers can rely on the
system to provide accurate real-time information, calculate all applicable fees, and manage financials
and accounting, including billing and payment details. For example, providers of technology solutions,
like EDRs, can interface with FastVS to offer integrated and convenient RUC payment options to their
customers. Service providers can similarly interface with FastVS to obtain RUC billing information for
inclusion in routine billing statements.
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Revenue security

How can the RUC retail market assist with balancing a user-friendly system with ensuring
revenue security?

Although pre-payment of RUC largely guarantees revenue security, a modern system that can manage
real-time accounting of RUC usage, conduct automated scheduled billing, and accept multiple forms of
payments can increase acceptance by consumers and offer them greater convenience without
significantly impacting revenue. Use-based payments for RUC can also provide a more equitable system
by not requiring users to pre-pay government charges before they are consumed.

In addition, monthly billing of RUC can incentivise vehicle owners to embrace modern solutions tha (L
automate distance reporting. While consumers who don’'t want to use EDRs or GPS-based solutio
continue to pre-pay RUC through retail services, vehicle owners who opt-in to the'use of electr
@ !;n rs
a

solutions for recording and reporting distance would be eligible for pay-as-you illing. The,

would remain eligible as long as their real-time reporting and autopay source ctive. N ould
also offer reduced rates or fees to further incentivise vehicle owners w race a@ated

lé % S

reco

electronic reporting. Alithough dynamic fee structures can be difficult nage a tiple
systems, use of FastVS as NZTA's single and fully featured syste for all@ammes and
schemes will allow your agency to easily set up and change fee- usines: -

FASTVS solution can still maintain interfaces to the e-R IS SO re is no interruption of
RUC revenue via purchasing from existing users that ot want tt to one of the new

alternative billing models. 0% &\

Consumer protection and support

Do you have any initial views on @mig e appropriate protection of

consumers (e.g. complaints, re chani ould you offer different payment
in R

options to enable consumer and@g UC purchases?

FastVS’ comprehensive fe r¥m funetio able agencies to provide consumers with multiple
ic

For consumers who do not want to change their current third*party RUC Eu?a& g provider, the

options for accessing mo ice ort, and remedies for RUC purchases and compliance. We
have found that co nce iNcreases: omplaints are reduced, when consumers can choose the
service channels ayrent opti at best meet their needs for complying with vehicle schemes,

like RUC. In a n roviding consumers with online customer self-service features and payment
options, Fast SO Supp of interface with retail service providers, EDRs, and other RUC-

related solutions. \

Beyond tradition ne calls, mailed correspondence, and in-person visits, FastVS allows agencies to
offer consum iple modern communication channels for addressing and resolving complaints
and issues,The'solution has built-in functionality for live and automated chat sessions, online intake
forms fQ %mer complaints and appeals, secure webmail within customers’ online accounts, and
additi tronic communication features. FastVS can use these channels to provide customers
with status’updates, activity reminders, submission confirmations, and other pertinent information.
FastVS also supports full integration with agency interactive voice response (IVR) systems, as well as
virtual communication platforms, like Zoom and Microsoft Teams, for conducting virtual meetings with
customers and their representatives.

To support efficient and effective customer service and issue resolution, FastVS™ Call Center
functionality provides agency users with centralized access 10 all current and historical customer
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communications. From a single screen within FastVS, agency users have access to customer
information from a variety of communication channels, including transcribed phone calls, e-mail and
web messages, chat sessions, and other communication channels. This centralized access 1o all
customer communications, coupled with workflow and task management functions used for tracking
and managing customer issues and complaints, supports increased agency effectiveness in quickly
remedying customer issues and complaints. The ability to track customer calls, emails, chat logs, and
other communication channels is integrated into the customer record in FAST. This means when
someone calls to get clarification on their account, dispute charges, or file a complaint against an
e.RUC vendor, the NZTA call centre can quickly access customer and vehicle records to see previous
information recorded on the account. This expedites problem resolution and can be configured to
support consumer protection laws in each individual jurisdiction.

FastVS supports traditional and electronic payment methods and can accept virtually any form of %L
payment accepted by an agency. It integrates with third-party payment hardware and systems

support multiple payment types, including debit and credit cards, electronic ﬂ.@nsfer (.&h,
paper and electronic checks, and digital payment options, like ApplePay, PayPal, ¥&énmo, and

GooglePay. For security purposes, our FastCore solutions, including Fa Ydo not sto&;directly

process any credit card or debit card information. Rather, FastVS integrates with third-party PCI-DSS
payment-processing systems for behind-the-scenes payment pro ing. FastVS then processes the
resulting payment transaction receipts and applies real-time financ d customer

accounts. FAST has successfully integrated with multiple N aland providers\of PCI-DSS payment
processing, including WorldLine and Windcave. é

[Optional] Additional information i : \O

If there is other material you would like to us w@f in considering the policy,
&eparty provision of RUC services,

regulatory and legislative settings to emable greater

please feel free to include it below. @ attachi mpany brochures and other
advertising material. We can onl)@ 20MBYvi ail.

%egra atech nology consultants is that government system

modernization can only be achi through ects in which select functionality is implemented in
individual point solutions les Qhat are gradually undertaken. These small, individual
solutions are then integconn blocks, to form a larger system based on a patchwork of
function-based solutionsi\While thbih nds like a safe, low-risk approach for delivery enterprise-level
government sy@ it/rarely works. There are countless examples of government system-

A myth perpetuated by many

modernizatio sin ncies work with vendors to execute the first few stages of these
types of systems™it is near ssible to find examples of these projects completing later stages
successfully, becau ically don't make it that far. The complexity of integrating, deploying,
managing, and u @a patchwork of disparate applications and general-purpose point solutions
for enterprise-level government programme administration is simply too daunting.

fully f nd built-for-purpose solution for government is implemented by a competent vendor.
This is e recommend use of our FastVS solution not just for the administration of RUC, but for all
NZTA programmes and schemes that support vehicle registration and tracking. The proof that this work
can be completed successfully—and will make a significant and positive impact for New Zealand’s
citizens—can be seen in the FastCore system-modernization project that we successfully completed for
Inland Revenue. This system-modernization project involved much more than just the implementation
of one or two tax types in FastCore—dozens of tax, revenue, and social programmes were modernized
through implementation into our single FastCore solution and system of record, on time and on budget.

The realiz%at only major, substantive change can happen between government agencies when a
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The advantage of doing full system replacement, rather than piecemeal function-based projects, is that
it eliminates the large amount of technical debt that agencies acquire through decades of use of
multiple applications and solutions. Agencies often feel their hands are tied because so many
interdependencies exist between the many one-off systems required by their technical environment,
and they are not sure which system to fix first. We often find that many of an agency’s legacy systems
were used as a quick fix for addressing problems or shortcomings resulting from other parts of the
system. By implementing our single and proven platform designed exclusively for government
programme administration, we have eliminated massive amounts of agency technical debt by
decommissioning dozens, and even hundreds, of legacy subsystems. The result is a single and fully
modernized system that can be supported by a single team of IT personnel that use built-in tools for
successful production operation and ongoing improvement and enhancement.

2.2 Assumptions

Please state any assumptions you have made in relation to the/Regsponse

We have made no assumptions related to the informatiomgrayided in this résponse.
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SECTION 3: Respondent’s declaration

Topic Declaration Respondent’s
declaration
RFI-Terms: I/'we have read and fully understand this RFI, including the RFI- Agree
Terms. l/we confirm that the Respondent agrees to be bound
by them.
Conflict of The Respondent warrants that it has no actual, potential or Agree‘ i |
Interest perceived Conflict of Interest in submitting this Response.

Details of &

conflict of < ’ Not applicable
interest: P

DECLARATION BY THE RESPONDENT 60 %
I/lwe declare that in submitting the Response decla:
¢ the information provided is true, accurate com&&r d not misleading in any material

respect
o the Response does not contain terial t t?hnfringe a third party’s intellectual
property rights

¢ |l/we have secured all appropri thopSati to submit this Response, and to make the
statements and to provide%\ rmati e Response.

I/we understand that the fa ion of @ ation, supplying misleading information or the
suppression of materi otmatio nis”declaration and the Response may result in the
Respondent being elim fro her participation in any procurement process flowing

r termination of any Contract awarded as a result of

el Where a Conflict of Interest arises during the RFI proce e g
Respondent will report it immediately to the Buyer's Pointfof \
Contact. &

Name of organisation: Fast Enterprises

Date: December 12,2024
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Instructions for Respondents

1.

Request for Information Response Form — Road User Charges — Retail Services

Check that you have all the relevant documents, including:

e The Request for Information (RFI) which outlines what information is needed.

e The Response Form (this one) to fill out your response.

e The RFI-Terms.

Before filling out this form, read the RFI carefully, particularly Section 2 (Our Requirements).

Please follow the layout of this Response Form: q(l/

e Don’'t change the section headings and sequence as this needs tt@)nsisten all

Respondents.

o Insert any extra images or graphs either as part of your ans %a sa&te attachment
(but make it clear in the Response Form that you have done'sp). C)

e The combined file size including all attachments that@g sent
procurement@transport.govt.nz is 20MB.

Everything highlighted in PURPLE in this docume inférmati he Respondent (youi.

Delete these PURPLE parts before sending the nse .‘Everything shaded in is

és

customisable by you. When you have compl ea se un-shade them.
|:| The purple boxes are Respondent Tinete @ter reading.
Write your response in the blu @ws.
2

Remember to make a note of t

-S the blue once you have filled these out.

ine stions. Feel free to ask us anything if it is

unclear. ?\ O
N
<& \?\/

O
(<\
S



Checklist for Respondents

Before you submit your Response...

1. Fill out all sections of the Response Form.

2. Remove all the purple ‘Respondent Tip’ boxes from this Form.

3. Delete the PURPLE instructions from this Form.

L O O

4. Un-shade the BEUE highlighting where you fill out your answer.

5. Prepare your Response
Send a digital copy by email to procurement@transport.govt.nz (]/
6. Arrange for the Response to be submitted electronically before t @Iine fo'\ []
Responses. &

[

y 3
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Kora New Zealand Limited

Request for Information (

Road User Charges @a

In response to the Requestf or

by: Ministry of Transport Q~
Date of this Respons cem@g
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O
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SECTION 2: Our Requirements

2.1 Responses

This document should be reviewed alongside the Information Memorandum and the RFI document
(see GETS notice for all documents). Please increase the size of the answer box to fit your answers.

About you

To what extent is the provision of RUC retail services (ie. Providing services that support
the purchase and management of RUC) something you currently do in New Zealand or
another jurisdiction?

What is the scope of your current offering (i.e. types of vehicles, vehicle owners, and (L
services)?

If you currently do not provide RUC retail services but are interest
include any current service offering in a similar sector, your level
delivering that service, and why you are interested in the opp
services.

s

(o} (wer C retail

We currently deliver aggregated fuel card services to our, customegs. Our value
proposition is about making it easy for people to save mon€y,©6n fuel by purchasing fuel on
account — like a utility bill — for fuel. 85% of our custa e indi . We see we are uniquely
positioned to offer additional services such as a ovour cu 2rsS as we can offer the

standpoint we are well versed in API connectivity for bein manage the services we offer.

convenience of 1 invoice for managing their vehicle.e W}%?% . From a technology

i e fo
From a capability standpoint, we our tea ve Been invoi in fuel cards for over 10 years, and
some staff have also worked in vehicl% befor and have experience with RUC and

Rego issuance.

Level of interest in RUC se % Q
What is the nature of th etail % you are interested in offering:
1. Manual RUC a en iCe (but not direct purchase of RUC). This could
includear servi&*n purchase RUC and outline or link directly to where
RUC can ased (online and in physical locations);
2. Manual R4C man
NZTA. So that c

47

("4

service including direct purchase of RUC —as an Agent of
ers are reminded of the need to check and purchase RUC and
re required, they can be purchased (either instore or online);

when new Iic@

3. Electroni anagement services enabled by electronic measurement and
reporti vehicle distance and providing reminders to purchase RUC licences
(but irect purchase of RUC);

4. EI@n ¢ RUC management services enabled by electronic measurement and
re g of vehicle distance and automatically purchasing RUC directly (as an
agent of NZTA);

5. Full eRUC or eaRUC solution as a certified service provider approved by NZTA
under the code or a revised version of the code
(https://www.nzta.govt.nz/assets/resources/road-user-charges/eruc-

uidelines/docs/ERUC-code-of-practice.pdf); or

6. Another business model (or hybrid of the approaches outlined above)?
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Manual RUC management service including direct purchase of RUC as an Agent of NZTA

Commercial proposition

Do you think the commercial proposition of RUC retail services is a standalone business
opportunity or one that is integrated with a range of other activities?

As the underlying cost of RUC is fixed, retail service providers will need to make a
commercial return on activities other than the sale of underlying RUC. This would mean
selling RUC as part of a broader offering, such as:

o fleet management/telematic services
¢ bundling of utility like payments

o financial services to bundle and smooth payments

o sale of information to advertisers (with the express permission of custom&.

o efficiency of service offering enabling margin to be made @dmini’&a we fees
charged for RUC purchases

This list is non-exhaustive, and any other commercial propo(‘gi yousmay'suggest will be
welcome, along with any description of what, if any, cha s to xistil@islative or
administrative provisions would be needed to facilitate

Are there minimum scale factors that impact comm

ability? Ighere a lead time that
arding commercial
viability? E O

Request for Information Response Form — Road User Charges — Retail Services



We do not see a commercially viable business for solely RUC unless they become the one stop
shop for RUC only. It feels like a service that can dovetail nicely off existing services.

We are a fuel card vendor offering fuel purchases on account — much like a utility bill, but for fuel —
so we see RUC purchases as a natural extension of our fuelling service. We would only offer RUC
purchasing to our existing customer base — access to RUC purchases would become an add
value feature.

There has to be a minimum value of return for anyone providing this service for the admin
required. Whilst we envisage the process of buying RUC to be via an online service —
administration is still required in the event of an error or for someone fraudulently charging RUC to
an account that is not theirs - for us to manage non-payment by our customer is also an adn{q/

consideration. %
o

Commercially — the purchase of the RUC needs to be instantaneous a @ 'yediateN ifable for
any person investigating RUC validity to see via a portal that indee %y paidreven If the label
is out of date. And any labelling requirements need to be considgfed. ¥ the defi of a RUC
label is to be via post — the costs associated with post need to be added to the cost of the RUC
label as these costs continue to rise. Ongoing RUC purcha ill not n§~ y co-incide with

an service that provides an economy of scale of the post the label.

@ehicl
Simi

In an ideal world — a RUC should be attached/linke
electronically so that labels are not required. Yo
where no valid RUC no Rego — just like no valid
RUYV via a label you will inevitably save consu

Technology @Q
you

What role might technology oﬁ%
Does your (current or plann PLOVi
supply to measure and re %’tan .

equipment (e.qg. odom:& EME%I

and it should be managed

iness play in the future RUC retail market?
C retail services use technology that you
pport the reporting of distance from existing
atics systems? If so, can you summarise:

I
or

e what dat ollected
e What se Me with the technology in connection with revenue
collection

.g.y(:s measurement, tolling, congestion charging, refunds)
e howyouen rh reliability and security of the system
e how rev X curity is protected
e how inacy is protected
° w@ efits it offers customers compared to the existing system
whethe

r the technology is stand-alone or integrated into existing devices (cars or
phones)

e whether it requires professional installation (if it is not integrated) and whether it
requires any modifications to be fitted for the purpose of providing RUC retail
services for light vehicles

Please describe any examples of where and when this technology has been applied in
practice for RUC or similar purposes, to generate actual revenue.
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Our technology solution will not relate to telematics and vehicle tracking — we will focus on manual
RUC purchase on account via an online process. There will be secure login and identity
verification to allow for a purchase to occur. It will be a convenient, self service 24/7 user friendly
experience for our customers.

Barriers

To inform the policy, legislative and regulatory settings, we are interested in your vie
about the barriers to you achieving your commercial aspirations as a RUC retail se%f

provider. What legal, administrative or policy setting would need to change or b
easier to enable you to invest in offering RUC retail services? @

The barriers we see are ease of use of APl access to enable the@ﬂ@hase process,
ccre

and how easily we can integrate the service and effectively be.la ited” fo previde the service.
If you have hundreds of new operators, then this process co@e cum if under
i ity is heingymaintained around the

resourced. We would expect an audit process to ensure,
process but again the complexity of this may put und
would also see commercials around the payment o
would need to align with the income stream from

carried by us. 0
NZTA %@

NZTA plays an important rol% C se@ as the Government’s RUC collector.
T S

Under current arrangem Aisr ible for:
1. Approving (or, declining) retailer application and appointing and contract
managing tsv(some om operate under a contract and are paid a
i UC sales);

commis
2. Providingut retai Mces to customers directly (through its website and App);
3. Collecting an N istering the RUC revenue; and
4. Receiving utory fee for RUC transactions.

The Governm @ kéen to ensure NZTA'’s activities don’t crowd out the role of third
parties in th ision of RUC services. Are there measures that the Government should
take to e ZTA'’s activities enable and encourage other RUC retailers to participate?
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RUC retailers will participate if there is an opportunity to receive fair compensation for the work
associated with providing the RUC service. Keep a level playing field and KPI's that relevant to all
Third Parties as well as NZTA themselves — and consistency will be the key to a service being
reliable and with integrity. If you structure the provision of service where there is a discount or
other benefit when using solely NZTA managed services then this will naturally skew behaviour.
So when the government is serious about allowing a third party to participate in the service — keep
the playing field level for all.

Revenue security
How can the RUC retail market assist with balancing a user-friendly system with ensuring

revenue security? (L

The RUC service in the retail market will be a shift in consumer behavio communi about
the change how the vehicle users are not being unfairly “taxed” will be W ducatigNi be
paramount when you consider the revenue implications if the mes Is Wrongf, So the key in our
view is strong communication on the why, explaining the how, a owing eptions.for people so

that its not onerous, it is easy and the costs is not so prohibitiye, that people\will fry to find loop
holes around it to avoid paying. @ ?\

Consumer protection and support %

Do you have any initial views on how you mi re ap @ iate protection of
consumers (e.g. complaints, remedy mecha )? thyou offer different payment
options to enable consumer flexibility an oice in urchases?

Our current product allows flexibility
customers pay day. We have we
also offer RUC service as a gr
base. If there is a complain

ay %hat we can align our invoicing with a
igthd, onthly options. We would see our ability to
service and we see it resonating with our client
- ssist the process as they are already a customer
with whom we have a rela @) Q\/lces are also able to be viewed on an app — which
shows the customers agcou d set up a link to send a contact message to the RUC
team at NZTA in the vﬁw any at is specific to the RUC team, and therefore bypass a
middle man so to? t will be arvimportant consideration for the RUC team at NZTA to have

robust processe we qNa'pns in a timely manner.
Ration

[Optional] Additionalinf
If there is other pgra you would like to make us aware of in considering the policy,
slati

regulatory an ive settings to enable greater third-party provision of RUC services,
please feel f include it below. Avoid attaching company brochures and other
advertish@ rial. We can only receive 20MB via email.
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Nothing further

2.2 Assumptions

Please state any assumptions you have made in relation to the Response.

We assume that we will validate our customer’s identity so the transactiop/is approved*and that
there will be a way to validate the rego being used for the RUC purchase!
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SECTION 3: Respondent’s declaration

Declaration Respondent’s
declaration
RFI-Terms: I/'we have read and fully understand this RFI, including the RFI- agree
Terms. I/we confirm that the Respondent agrees to be bound
by them.
Conflict of The Respondent warrants that it has no actual, potential or agree

Interest perceived Conflict of Interest in submitting this Response.

declaration: Where a Conflict of Interest arises during the RFI process the %L
Respondent will report it immediately to the Buyer's Point of q
Contact. Q \

Details of \2\ &
conflict of
interest: %

DECLARATION BY THE RESPONDENT %
@decl@
e the information provided is true, accurat com eh\ d
respect

e the Response does not contain a infringe a third party’s intellectual

terial t
property rights
e |/we have secured all appropri thoriSations to submit this Response, and to make the

statements and to provide t% in the Response.
I/we understand that the falsi on q

I/we declare that in submitting the Response an

not misleading in any material

ation, supplying misleading information or the
is declaration and the Response may result in the

suppression of material atio

Respondent being eliminated fr er participation in any procurement process flowing
out of the RFI, an grou or termination of any Contract awarded as a result of
such a procure .

ce
By signing this gclaratic?%gnatory below represents, warrants and agrees that they
t

have been authorised b e Respondent to make this declaration on its/their behalf.

Full names @

Title/position:§

Name of organisation: Kora New Zealand Limited
Date:12 December 2024
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Nuonic Pty Ltd

Request for Information (

Road User Charges @a

In response to the Requestf or

by: Ministry of Transport Q_

Date of this Respon%\&e@M
Q\?‘

<<<<

Request for Information Response

Form — Road User Charges — Retail Services

é?anse Form

ices

Page









SECTION 2: Our Requirements

2.1 Responses

This document should be reviewed alongside the Information Memorandum and the RFI document
(see GETS notice for all documents). Please increase the size of the answer box to fit your answers.

About you

To what extent is the provision of RUC retail services (ie. Providing services that support
the purchase and management of RUC) something you currently do in New Zealand or
another jurisdiction?

What is the scope of your current offering (i.e. types of vehicles, vehicle owners, and (L
services)?

If you currently do not provide RUC retail services but are interest
include any current service offering in a similar sector, your level
delivering that service, and why you are interested in the opp
services.

C retail
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Nuonic is an Australian owned and based software company that specialises in developing GPS
tracking enabled or enhanced solutions for connected vehicle operators. Our interest in the
commercial opportunities presented by the New Zealand RUC expansion relates to enabling

greater use of GPS-enabled solutions and developini new user—friendli software and aii-based

solutions for calculating, paying and managing RUC.

Our direct experience with RUC relates primarily to our involvement as the provider of calculation
software for the Australian Federal Government’s Large-Scale Heavy Vehicle Road User Charging
Trial, a project conducted during 2023 and 2024 that utilised live GPS tracking data from multiple
industry participants to calculate potential RUC charges for heavy vehicles under various
proposed models and to compare those charges to the current Australian charging regime b
on fuel excise and registration charges. The Trial involved over 1,000 vehicles operated b
participants using 8 different telematics services, for which Road User Charging ‘mock’ i

were produced and delivered for a period of 12 months. For more info
@ovision ofa
?u ations using GPS

Our indirect experience
commercial service for automating Fuel Tax Credit (FTC)
data from telematics devices installed in commercial ve
as it involves calculations relating to vehicle activity,

charges (in fact, a component of the fuel excise in
under certain conditions is explicitly called the *
(www.prismapp.com.au), is used by over 350,cu ers

vehicles to support their FTC claims.

https://www.infrastructure.gov.au/infrastructure-transport-vehicles/tran
relates to t
y similarities to RUC

vehicle-road-reform/national-heavy-vehicle-charging-pilot.
ment
FTC % m
ro rtionment and financial
th claimed as a tax credit
rC a|®This service, called Prism
o@g tens of thousands of connected

A\ AV

Q@ has been operating commercially since 2017 and
in 2023 achieved an Austrdliz 2 i ATO) Class Ruling for apportioning vehicle activity.

Through the develo Prismaihe RUC Trial and other products, such as our recently-
launched telemati integration platform PathStack (www.pathstack.io), Nuonic has
developed a un?@?mbi i technology, experience and relationships that enable it to
provide robust and innovati
customers ranging fr i

s6lutions to connected vehicle operators. Nuonic services
-vehicle family businesses to multi-nationals with fleets of

thousands. \

We are excited by the opportunities to provide or support RUC services in New Zealand,
supporting the largest operational scheme globally. We believe that RUC based on direct and
accurate measurement of vehicle activity is a profoundly superior approach for generating revenue
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to fund infrastructure operation and development compared to the regimes currently operating in
most other developed nations. Unlike fuel taxes, which are an indirect proxy for vehicle activity,
RUC not only offers a simpler and more transparent charging mechanism bus also enormous
potential to provide impactful road usage insights to drive smarter infrastructure decisions and
potentially influence road user choices. In our view it is only a matter of time before the RUC
approach pioneered by New Zealand is adopted in Australia and globally. Our goal is to develop
high-quality solutions that support this transition and provide the most accurate, cost effective and
user-friendly experience possible.

Level of interest in RUC services
What is the nature of the RUC retail service you are interested in offering:

1. Manual RUC management service (but not direct purchase of RUC). This could
include a reminder service to purchase RUC and outline or link directly to whe%

RUC can be purchased (online and in physical locations);

2. Manual RUC management service including direct purchase of RUC -as @t of
NZTA. So that customers are reminded of the need to che urch*gn C and
when new licences are required, they can be purchased (ei store or online);

3. Electronic RUC management services enabled by eleﬁ measurément and
reporting of vehicle distance and providing reminéEs topurchase RUC licences

ct

(but not direct purchase of RUC);
r ickgsurement and

4. Electronic RUC management services enable%
reporting of vehicle distance and automat@ chasi UC directly (as an

agent of NZTA); Q
5. Full eRUC or eaRUC solution as a ce %ervi der approved by NZTA
under the code or a revised version,of cod

https://www.nzta.govt.nz/assets/res esll% er-charges/eruc-
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Our interest is in offering RUC retail services that utilise technology to provide users and
government with accurate and high-quality RUC management services that deliver more insight
and value to all parties.

We have identified two categories of service where we believe we are ideally placed to offer new,
high-quality solutions:

1 — A single app to provide multiple electronic RUC purchasing and management options
with easy upgrades to more advanced options.

This service provides a single point for users to access all manual and electronic RUC opt|
including direct purchase, RUC management services, EARUC and ERUC. This would b
manifested as an app that allows users to select the approach they wish to take, with
supporting tools in the platform and optional integrated hardware optio r those m
requiring physical devices (including in-cab displays and tracking d%

For customers who prefer traditional methods, the app would o of RUC
management tools including scheduled RUC licence purc an recha e mlnders We
would seek to enable direct RUC purchase through the % agen

pp Woul

For customer seeking more automated solutions, t @RUC services that allow
customers to connect approved telematics devices pla automatic distance
measurement, off-public road apportionment e would seek to provide

these services for a range of telematics dev €es, pts outlined in the second
service category detailed further on in thj

Users of both solutions would also add connected in-cab screens to display
their RUC licences and we woul y |n egratlons with any new or emerging
technologies relevant to RU as Co-Operative Intelligent Transport Systems

(C-ITS) or Vehicle to Vehi |nt ps to support RUC data access to relevant
authorities or agents. Q

By offering both m@(ﬂ elect RUC services, we allow the user to right approach for the
with the option upgrade should they choose to. Intelligent use of data would also be a

key focus, providing more o users and, privacy rules permitting, government with respect
to optimising the use of les and road infrastructure.

s 9(2)(ba)(i) \C)

Q Nuonic has the experience and tools to analyse
large vol f complex vehicle activity data efficiently, yet make the process and results
acce55|b end users. Bringing this all together into an accurate and user-friendly app will offer
a new option for New Zealand road users that will increase value and save time for all parties.

2 — A telematics service add-on to provide RUC services with any accredited telematics
device via data integration.
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This solution is similar to the FTC service we provide in Australia, by enabling telematics service
providers to offer RUC as an optional add-on service using a third-party provider (Nuonic) that
specialises in the process.

Developing an ERUC solution under the current framework is a significant undertaking for
telematics providers, requiring capital investment and local knowledge to develop a solution that
is not (currently) transferable to other regions. This presents a barrier to many globally
recognised telematics providers entering the New Zealand market however, the devices offered
by these global providers are just as accurate and advanced as those provided by the existing
ERUC providers (in fact, many used shared components or manufacturers).

Our proposal is to work with NZTA to establish an accredited set of telematics device standards,
relating to accuracy, reliability and any other aspects relevant to assuring the correct
measurement of RUC-related factors. This may be considered similar to the Transport

Certification Australia (TCA) Type Approval process for accrediting telematics device ould
then seek accreditation for RUC calculation and management software@ the d& rded

for accredited telematics devices. \2\ &

With these two components established, the New Zealand ERUC miarket (ﬁﬂbe served by any
telematics provider that achieved accreditation for their de and i them with our
ERUC service. We expect this would result in the follow;j efits:

Increased competition in the telematics m?@lowi ﬁtrants to participant that
ions

do not have the ability to build a highlight feat global platform, potentially
lowering costs and offering new technolog r users.

- Less ‘lock-in’ to specific telemati ors for ai users, as they would have more options
to switch providers while keep@ same ystem) account, with all their history.

- Clear delineation of res @ 2ehicle activity measurement and RUC
management. This al pecialise in their area of expertise. We have seen

achs
the benefits of this a h wi Qg where our focus on this area and experiences
working with datasfrom¥han roviders has allowed us to gain insights and develop

ibility be

solutions that be vis o vertically-integrated providers.

- Increased cgtrol of Wcation RUC rules for government, such as the classification of
h

specific locations i\ treatment of device errors, across different providers.

- Greater ingj ailable to government through access to the RUC outputs of multiple
parties using different devices connected to a single RUC calculation platform.

While t@lution would require modifications to NZTA’s assessment and regulatory approach,
we believEthese changes would represent a natural evolution of the existing processes.

For both RUC services outlined in this section, our approach would be founded in being highly
responsive to customer needs, regulatory guidance and technology evolution. Like with Prism
we would remain telematics-agnostic, providing objective high-quality results founded on the
principles of accuracy and transparency for all stakeholders.
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Commercial proposition

Do you think the commercial proposition of RUC retail services is a standalone business
opportunity or one that is integrated with a range of other activities?

As the underlying cost of RUC is fixed, retail service providers will need to make a
commercial return on activities other than the sale of underlying RUC. This would mean
selling RUC as part of a broader offering, such as:

o fleet management/telematic services %L

e bundling of utility like payments

e financial services to bundle and smooth payments @

e sale of information to advertisers (with the express pe @. ofﬁomers) etc.

o efficiency of service offering enabling margin to be madéxon thOn istrative fees

charged for RUC purchases
siti u may suggest will be
es éstmg legislative or

e thi
erci IX ty? Is there a lead time that
v& ider regarding commercial

This list is non-exhaustive, and any other commerci
welcome, along with any description of what, if any
administrative provisions would be needed to fa

Are there minimum scale factors that imp ac )
needs to be considered? What other fact
viability?
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Nuonic’s current view is that RUC retail services are likely to be commercially viable as a
standalone business for both of the service proposals outlines in our answer to the previous
question.

Service 1 — Electronic RUC purchase and management app

Providing RUC services via a mobile app under a low per-user cost and revenue model is likely to
be viable if the number of monthly active users using a paid component of the service reaches
scale in the order of 10’s of thousands of users.

There are various options for generating revenue from apps of this type in
charges for providing efficient RUC management tools or service fees &

For users that select advanced ERUC options in th 1igite
revenue could be generated from the device sal svice sellers, and other value-

This service proposal offers two
providers fees to offer the inte
charging the end user direc

cialisation, either (1) charging the telematics
ir customers as part of a package or (2)
C service.

sal§ we also see the potential to assist users in optimising RUC costs

Revenue could be generated through a combination of RUC
rentials for bulk and retail purchases, subscription fees for optimised services and
possibly financing options to offer ‘pay as you travel’ rather than ‘pay in advance’ to users.

Technology

What role might technology offered by your business play in the future RUC retail market?
Does your (current or planned) provision of RUC retail services use technology that you
supply to measure and report distance, or support the reporting of distance from existing
equipment (e.g. odometers or OEM telematics systems? If so, can you summarise:
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¢ how the technology works
e what data is collected

e What services you provide with the technology in connection with revenue
collection (e.g. distance measurement, tolling, congestion charging, refunds)

e how you ensure the reliability and security of the system

e how revenue security is protected

e how user privacy is protected

o what benefits it offers customers compared to the existing system

o whether the technology is stand-alone or integrated into existing devices (cars or
phones)

e whether it requires professional installation (if it is not integrated) and whether(i
requires any modifications to be fitted for the purpose of providing RUC ret

services for light vehicles
Please describe any examples of where and when this technol @e

A

og en a;&%n
practice for RUC or similar purposes, to generate actual revean &
C .
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Our current operating technology, used in our Prism and PathStack products, is a collection of
data processing and analysis modules specifically designed for working with detailed vehicle
activity data recorded by telematics devices. These modules include components related to the
extraction of location, state and specification data from our partner and integrated telematics
providers and components related to standardisation and temporal and spatial analysis of that
data. §9(2)(ba)(i) All our
technology is fully developed in house and fully owned IP.

Our telematics integration technology works with existing devices, including aftermarket
telematics tracking units and OEM vehicle tracking services which are built in to the vehicle by
the manufacturer. We are continuously expanding our integrations and partnerships, with the aim
to include as many providers as possible.

The specific data collected and used by the technology is documented op the releva t
websites. For Prism, our FTC solution, the telematics input data specifi€ation is avm n the

public help centre here: https://help.prismapp.com.au/Home/data-inpu ification. For
PathStack, our newer general-purpose telematics integration platfor aiIs&ata used is
available here: https://docs.pathstack.io/api-reference/introductl‘g& of gffese products are
actively developed and we continually add new data and d s as the b@m available.
By monitoring location, movement, and operational d %& stews Zn calculate and
validate distance measurement using various input@.‘ ing S positions and Odometer
readings) and distinguish between on-road and off-

auditable RUC/FTC calculations. &\

—

Nuonic takes user privacy and security usly, al tware development considers these
requirements as a fundamental compo6n f ou t and code design. Our public
statements regarding these matte ayailab :

- https://docs.pathstack.io

- https://docs.path:

Having origina %fin cial service licensed parent entity with ISO 27001 certification,
Nuonic has adopted man practices required to hold these accreditations. Each product we
offer is considered individudlly from security and privacy perspectives, with appropriate terms,
design and risk manage t and recovery plans developed to support it. To date Nuonic has not
experienced any b& breaches or exposure of confidential customer data.

For the pro d RUC services outlined in previous answers, revenue security would form a core
compon@/ e solution design. As RUC licence purchase would require integration with NZTA
systems, ould expect to complete a comprehensive testing sequence together with NZTA to

validate the correct handling of the processes, including financial transactions and errors, and
obtain the required approvals and verification from NZTA well prior to making any solution
available in production to end users.

s 9(2)(ba)(i)
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Barriers

To inform the policy, legislative and regulatory settings, we are interested in your view
about the barriers to you achieving your commercial aspirations as a RUC retail services
provider. What legal, administrative or policy setting would need to change or be made
easier to enable you to invest in offering RUC retail services?

Investing in the development and delivery of new RUC retail market services could be made more
attractive by simplifying, clarifying and opening several of the requirements stated in the current
administrative and policy settings. We have identified the following items as being potential
detractors that could be changed without adverse impact on the RUC scheme:

electronically to registrations records and/or showing your RUC licence on a handh

- Remove the requirement to display physical RUC licenses in favour of linking RUC (L
device upon request by an authorised agent or officer. tb

- Permit, simplify and clarify processes to enable RUC agents tq bg ’gﬂrch e RUE KM for
distribution to end users using new models (e.g. ‘pay as yo&n I'). Thd%nt would be to
lower the administrative costs of RUC purchases by delegatingymore gf the work to
approved technology-enabled retailers. Q~

- Separate approval processes and requirements %ﬁwar 'cei used to record
distance from the calculation and manageme are r RUC. More specific
recommendations on this point are provid@ ans& the next question relating

specifically to NZTA'’s role. 0 &

- Update section 9.1 of the Code of @ ice for anagement systems to allow
approvals for ERUC, EARUC her to to companies incorporated in New
Zealand with a director residingh strali

d
reduce the barriers in progidi ucC services without detracting from revenue security or

user experience. We woul ekt ollaboratively with NZTA through the product and
service developme oro posed RUC service options to identify other items which
may be address e editc\trt ivery of new RUC retail services to road users.

NZTA ?‘

NZTA plays an impofta le in RUC services as the Government’s RUC collector.
Under current % ments NZTA is responsible for:

These items are non-exhausti w% :@ that there are other measures which could

1. Appr r declining) any RUC retailer application and appointing and contract
m Agents (some of whom operate under a contract and are paid a
c sion for RUC sales);

2. Providing RUC retail services to customers directly (through its website and App);
3. Collecting and administering the RUC revenue; and
4. Receiving the statutory fee for RUC transactions.

The Government is keen to ensure NZTA'’s activities don’t crowd out the role of third
parties in the provision of RUC services. Are there measures that the Government should
take to ensure NZTA'’s activities enable and encourage other RUC retailers to participate?
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As Nuonic does not currently participate in the New Zealand RUC market, our view is based on
our current understanding of the requirements for RUC agents and service providers. Based on
this, we think that NZTA may be able to reduce the risk of crowding out private RUC retailers and
encourage participation by taking the following actions:

- Clearly delineate the role of NZTA and private companies in the RUC retail market so that
they avoid direct competition or provide greater third-party developer access via modern
APls to Government RUC systems on which to build new solutions.

- Separate approval of distance measurement devices from approval of RUC charging and
management services using distance measurement data.

- Build on section 5 of the Code of practice for ERUC management systems to mc:é#%}

set of recommendations to a solidified general set of standards for roval of e (o

distance recorders for use in RUC. \
g:n' @nce recorder as

- Allow telematics service providers to obtain approval for th!&
suitable for use in RUC, in isolation of the other comp@ required for afull ERUC

service.
- Build on section 7 of the Code of practice for %a %ystems to move from a
set of recommendations to a solidified genera? or RUC calculation and

sta
management software. &\

- Allow software companies to obtai roval for t UC calculation and management
software, in isolation of any devj @d tore he distance required as an input to the
RUC calculations. Q

- Work towards providin dised @ ets for common elements used in RUC
calculations, such a approved compitte set of off-public road geofences, available to all
approved providers.

v/

- Consider offexl ants or chr incentives for business that can offer, and deliver,
innovativ ions in t C retail market that clearly meet one or more of NZTA’s and
%ﬂ objectives for the scheme.

the Governments K
We believe the ite an above would help to provide a level playing field so that third-party
RUC service pro¥iderswwould compete on service quality and value-adding innovations. Providing
transparent ge nce and compliance frameworks based on explicit criteria and simplifying the
exdain and commissions would provide clarity to all market participants and improve
comes for all stakeholders.

Revenue security

How can the RUC retail market assist with balancing a user-friendly system with ensuring
revenue security?
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We believe that new RUC retail services outlined in this response can assist with ensuring
revenue security while balancing user experience through the following factors:

- Making the RUC purchasing process easier and less costly through app-based solutions.
While some of these already exist, there appears to be significant scope to increase user
friendliness through intelligent design and value-adding data analysis tools at very low cost.

- Allowing more competition in the ERUC-approved telematics space through general
approval of devices and separation of RUC management software. This would offer new
options to fleet users, lowering their costs and potentially increasing the user base choosing
to use automated ERUC through telematics. Automated ERUC should offer the greatest
revenue security and the best user experience for this cohort of users.

- Allowing more flexibility in the purchase of RUC capacity by agent@ﬁer retai\%%

more choice related to payment options and timing of purchases
X

- Working with vehicle manufacturers and technology providér evelep in-wehicle RUC
solutions that do not require the purchase of additional J)ardware (such as)telematics
devices) to utilise advance ERUC methods with off- d co ns.

ac

Generally, increased user friendliness is driven by % @ty to markets as more
35S rath on acquiring the approvals
r:& ssibility, while maintaining
in

needed to enter the market. Any actions take
compliance, is likely to see more user experi
select their preferred option.

entrants can compete on the experience offered to
offered and the users can then

v
Consumer protection and suppo v \

jht"ensure appropriate protection of
pisms)? Would you offer different payment
ghoice in RUC purchases?

Do you have any initial views o yo
consumers (e.g. complaints, =
options to enable consumé ibili
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Our approach to ensuring appropriate protection of consumers for any service we provide starts
with employing highly knowledgeable staff that are available for customers to speak with and who
genuinely care about the service they provide. There is no substitute for direct engagement with
a person who understands the domain and has the ability to take action to resolve an issue.

Supporting our people serving our customers, we also ensure that the following measures are
taken:

- All data is transmitted and stored securely, anonymously where appropriate, and in
compliance with all applicable laws.

- Provide clear and complete details on how our system works and how to use it, so thatitlis
transparent to the user on what data is collected and how it is processed. Our
platforms have extensive online documentation and in addition to @eaaim to

hints in our application so that the user can be guided as they % tforrr\
eAT

- Work closely with the relevant external stakeholders, such& &TA, to
achieve the required knowledge, approvals or accredi@ needed to provide a fit-for-

purpose service. v
- Promote customer knowledge and self-validatie ary outp provide through the use
of rich dashboards, reports and auditing tools usig the o @ cessed on their account.

- Providing clear feedback channels so t@sto er’s%w raise any issues quickly.

- Implementing manual and aut&%@

errors across all customer a

[Optional] Addition

If there is other you would like to make us aware of in considering the policy,
regulatory an slative settings to enable greater third-party provision of RUC services,
please feel f include it below. Avoid attaching company brochures and other
advertisi rial. We can only receive 20MB via email.

) 4

Request for Information Response Form — Road User Charges — Retail Services Page 16



2.2 Assumptions

Please state any assumptions you have made in relation to the Response.
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SECTION 3: Respondent’s declaration

Topic Declaration Respondent’s
declaration
RFI-Terms: | have read and fully understand this RFI, including the RFI- agree
Terms. | confirm that the Respondent agrees to be bound by
them.
Conflict of The Respondent warrants that it has no actual, potential or agree
Interest perceived Conflict of Interest in submitting this Response.
declaration: . . .
Where a Conflict of Interest arises during the RFI process the %

Contact.

Details of \2\ &
conflict of None identified C)

interest: %
DECLARATION BY THE RESPONDENT @ % E
I/we declare that in submitting the Response an @decl@ :

d

e the information provided is true, accur@ com e}o\ not misleading in any material
respect

e the Response does not contain a terial t Winfringe a third party’s intellectual
property rights

¢ |/we have secured all appropri iSations to submit this Response, and to make the

% in the Response.

Respondent will report it immediately to the Buyer’s F@f

N

statements and to provide t

I/lwe understand that the falsi
suppression of material

atio is declaration and the Response may result in the
Respondent being eliminated fr er participation in any procurement process flowing
out of the RFI, an
such a procure ce

on ation, supplying misleading information or the

grou or termination of any Contract awarded as a result of

have been authorise e Respondent to make this declaration on its/their behalf.

By signing this gclarati?b. ignatory below represents, warrants and agrees that they
t

Title/position: g9)@mm

Name of organisation: Nuonic Pty Ltd
Date: 12 December 2024
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Optimal Fleet Solutions Limited

Request for Information (RFI F&\g\ Form
Road User Charges — Re e@%s

In response to the Request for Inf
&
@?‘
Q.
Date of this Response: 7' Q/%r 2 440
Q~ Q\?‘
AN
K
O

by: Ministry of Transport
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SECTION 2: Our Requirements

2.1 Responses

This document should be reviewed alongside the Information Memorandum and the RFI document
(see GETS notice for all documents). Please increase the size of the answer box to fit your answers.

About you

To what extent is the provision of RUC retail services (ie. Providing services that support
the purchase and management of RUC) something you currently do in New Zealand or
another jurisdiction?

What is the scope of your current offering (i.e. types of vehicles, vehicle owners, and (L
services)?

If you currently do not provide RUC retail services but are interest
include any current service offering in a similar sector, your level
delivering that service, and why you are interested in the opp
services.

C retail

commercial clients. Currently, we offer RUC monitoring th the option for

ho
automated RUC purchase if we have access to ac @ odo %) data. The odo data is
collected from various sources, including driver repoxt ont\ card data, GPS, and Global

SIM data from OEMs. 0

We are primarily a consultancy practice and data aggr %2 ppomng%B services for our

We deal with all types of vehicles and o both B2 B2C clients. While our B2B clients
are our primary focus, we also serv entsavh ise our online bid management system,
TCO (Total Cost of Ownership) n al Value calculator. Our full suite of
services includes, but is not limi | L@mcle Register (VVR), e-commerce bid
management (own vs. lease); r caté composition and optimisation reporting,

Although we do not Nk il RUC services, we are in the process of developing an
i ill be API-compatible, which will allow us to integrate
enable them to include RUC services within their existing

capital planning, and ele% icle trQ planning.
E w

billing environmengs.

We are excited abut.the opportunity to expand our services into the retail RUC space and
believe our ext s%;experience in data aggregation and fleet management provides a strong
foundation foythi§ expansion.

Level of ist in RUC services

What is the nature of the RUC retail service you are interested in offering:

1. Manual RUC management service (but not direct purchase of RUC). This could
include a reminder service to purchase RUC and outline or link directly to where
RUC can be purchased (online and in physical locations);

2. Manual RUC management service including direct purchase of RUC —-as an Agent of
NZTA. So that customers are reminded of the need to check and purchase RUC and
when new licences are required, they can be purchased (either instore or online);
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3. Electronic RUC management services enabled by electronic measurement and
reporting of vehicle distance and providing reminders to purchase RUC licences
(but not direct purchase of RUC);

4. Electronic RUC management services enabled by electronic measurement and
reporting of vehicle distance and automatically purchasing RUC directly (as an
agent of NZTA);

5. Full eRUC or eaRUC solution as a certified service provider approved by NZTA
under the code or a revised version of the code
https://www.nzta.govt.nz/assets/resources/road-user-charges/eruc-
uidelines/docs/ERUC-code-of-practice.pdf); or

6. Another business model (or hybrid of the approaches outlined above)?

We will continue with our current RUC offering and we are also interested in offering the %g
RUC services:

reporting of vehicle distance, with automated RUC purcha irectly agent of
NZTA. This service would streamline the process for our ts en tRUC is
purchased accurately and efficiently based on vehlcl < ;

1. Electronic RUC Management Services: This would involve ew % nt and

2. Full eRUC or eaRUC Solution: We are also intere rov omprehenswe eRUC
or eaRUC solution as a certified service provider approveg TA under the existing
code or any revised version of the code. This\we d en w s'to offer a fully compliant and

We believe both approaches align wuth

allowing us to provide efficient and %

Commercial proposition

Do you think the commercial Q UC retail services is a standalone business
opportunity or one that i§ i ith a range of other activities?

retail service providers will need to make a
commercial return than the sale of underlying RUC. This would mean

selling RUC as ering, such as:
o fleet managemen tic services

to bundle and smooth payments

o financial
e saleo Qmation to advertisers (with the express permission of customers) etc.
of service offering enabling margin to be made on the administrative fees

This list is non-exhaustive, and any other commercial propositions you may suggest will be
welcome, along with any description of what, if any, changes to existing legislative or
administrative provisions would be needed to facilitate this.

Are there minimum scale factors that impact commercial viability? Is there a lead time that
needs to be considered? What other factors should we consider regarding commercial
viability?
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We do not view RUC retail services as a standalone business opportunity. Instead, we believe it
should be bundled with other frequently used apps, ideally those related to vehicles, fuel, service,
transportation, fleet management and banking. For example, RUC could be integrated into apps
from fuel providers (where users can buy fuel, get a car wash, and purchase RUC) or ride-
sharing services like Uber (where users can order a ride, get food, and purchase RUC). Similarly,
banking apps could offer RUC purchase options while managing accounts.

We would be able to offer these institutions access to our already developed portal via our API,
allowing them to surface the RUC functionality within their user experience (UX).

We see the integration of RUC services into these broader ecosystems to enhance customer
convenience and increase adoption, while also opening up additional commercial opportunifi
through bundling with other services such as fleet management, telematics, utility paym

financial services. q
Additionally, we believe the commercial viability of this approach e%%n t sca%and user
base of the partner apps, as well as the ability to seamlessly inte@rate\RUC

ices into their
existing workflows. Lead time for integration and any necessary a stmeréjensting
legislative or administrative provisions would need to be coéﬂed to mooth

implementation. @
Technology Q Qs
What role might technology offered by your @55 o) e future RUC retail market?
q R} ret

Does your (current or planned) provision ai es use technology that you
supply to measure and report distance, or s ort %gz rting of distance from existing
e |

equipment (e.g. odometers or OEM t ics sy 7 If so, can you summarise:
e how the technology works

e what data is collected %@ Q~

e What services you pr wit; chnology in connection with revenue

collection (e.g. di

mea nt, tolling, congestion charging, refunds)

e how you ens th elia% d security of the system
e how reve l@ rity ishQ cted

e how us ivacy Mcted
ﬁs

customers compared to the existing system

o what benefits itX
o whether the techhology is stand-alone or integrated into existing devices (cars or
phones)

o whetbeér ifirequires professional installation (if it is not integrated) and whether it
any modifications to be fitted for the purpose of providing RUC retail

for light vehicles

rec

S

Please describe any examples of where and when this technology has been applied in
practice for RUC or similar purposes, to generate actual revenue.
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We offer a Saas solution, we have access to NZTA aggregated register data (business tool only)
and access to all vehicle data by plate and VIN including all compliance items, licence, WoF, CoF
and RUC.

We are not currently collecting revenue for the items, we provide oversight to the status and
empower the user to procure directly. We are developing our portal to automate the procurement
of licence based on time and RUC based on odo, the owner will be able to tailor the distance
before expiry to trigger to procurement and they will be able to tailor the amount of RUC packets
based on 1,000km units

The availability will be governed by NZTA uptimes and normal SAAS securities will be deployed
such as multi authentications, secure API keys, secure secret keys and random and forced l%
rollovers.

The procurement or RUC can be automated and to a degree set and f , im this s % the
owner should never be non-compliant to the extent that labels woul required as'if checked
by police or officials compliance would be always be up to date. &

The service would be stand alone and could be accessed@ ord

SaaS service requires no hardware

Our business offers a SaaS solution that utilise @g re support RUC-related
services. We have access to NZTA's aggreg% |ster4§§ usiness use only), as well as
comprehensive vehicle data by plate and din ance details such as licences,
WoF, CoF, and RUC. é

While we currently do not collect r %1 latform provides oversight and empowers
users to procure RUC licenses di c [ er developing a portal that will automate the
procurement of licences base e, n ) based on odometer readings. Vehicle owners
will be able to tailor the di efor trlgger procurement and specify the RUC packet
size (in 1,000km increment

e The techn@glogy coll \%icle data, including odometer readings, via multiple sources
(e.g., driver input; card data, GPS, OEM telematics). This data is used to track RUC
reqwrements

e The syst@v automatically notify users when RUC is nearing expiry and trigger
procu based on the vehicle’s odometer data.

Services ed with Technology:

e We provide distance measurement, RUC tracking, and automated reminders to purchase
RUC based on odometer readings.

e The system empowers users to purchase RUC when needed, helping to ensure
compliance with NZTA regulations without manual intervention.

Data Security and Reliability:
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e Our data, including backups, is securely housed in New Zealand and Australia within
Amazon Web Services (AWS) cloud infrastructure, which is known for its strong security
measures and global compliance certifications.

» We implement encryption for all data, both in transit and at rest, and access is tightly
controlled with multi-factor authentication (MFA) and role-based access controls (RBAC).

e Our platform is continuously monitored for security threats, and regular security audits are
conducted to maintain compliance.

Revenue Security and User Privacy:
o We ensure revenue security by offering automated procurement, ensuring that users are

never non-compliant, even if their RUC is checked by authorities. (]/

and we ensure compliance with privacy regulations.

Benefits Compared to Existing Systems: \2\
aﬁ

e The key benefits of our solution include seamless automat redu@e risk of non-
compliance and making RUC management more eff for flee?\ icle owners.

e Users can set it and forget it, allowing for a mor @ment erience compared to the
manual RUC management process currentl @

Technology Integration and Requirements: é

e The service is standalone and acce b ] b %e and desktop. It does not require
any additional hardware, as it inté€g @ with dewces like smartphones or
telematics systems.

e User privacy is protected through strong encryption and secure data handling p f

integrated with vehicle

Application in Practice: @ S
e While we ar@ﬁe pro f developing full revenue collection capabilities, we are

building % thatwyill be capable of automating RUC purchases in a secure and
n

e The SaaS solution does n U|re© sional installation and can be used as-is once

efficient er, offesi seamless user experience that will help generate actual

revenue in the fu%

Data Security and iance: We take data security and compliance very seriously. Our data is
stored securely e AWS cloud infrastructure in New Zealand and Australia. AWS provides
robust securi ures and meets global compliance standards, ensuring our clients’ data is

well prote@Q
Security MeaSures:
e Encryption: All data, both in transit and at rest, is encrypted using strong protocols.

e Access Controls: We enforce multi-factor authentication (MFA) and role-based access
control (RBAC) to restrict access to sensitive data.
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 Monitoring and Audits: Continuous monitoring of our systems for threats, alongside regular
security audits.

Incident Response: In the event of a data breach or security incident, we have a well-defined
response plan in place:

1. Immediate Containment: We quickly isolate affected systems to prevent further access.

2. Investigation: A thorough investigation will be conducted to understand the cause and
impact.

3. Notification: We will notify affected parties according to legal and regulatory requirements.

4. Remediation: After identifying the root cause, corrective actions will be implemented
prevent future breaches.

We are committed to maintaining the highest standards of data security @privacy r :
y 4

. N N
Barriers &

To inform the policy, legislative and regulatory settings, we are tereﬁda’p our view

about the barriers to you achieving your commercial as ions as etail services
provider. What legal, administrative or policy setting ed to%nge or be made
easier to enable you to invest in offering RUC retail ices? s
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To effectively invest in and offer RUC retail services, several legal, administrative, and policy
barriers would need to be addressed or streamlined:

1. Regulatory Clarity on RUC Retail Services: The current regulatory framework around RUC
services is primarily geared toward traditional retail models, and there is limited clarity
regarding digital and automated solutions. Clear guidelines or amendments to regulations
would be needed to support the use of electronic and automated RUC services, particularly
those that involve third-party APIs for RUC procurement.

2. Integration with NZTA’s Systems: To provide seamless RUC management and ensure
accurate reporting and compliance, integration with NZTA’s existing systems needs to be
streamlined. Access to the NZTA database and real-time updates of RUC status thr
secure APIs would help enable automated procurement and RUC monitoring, whi%)
significantly improve efficiency and compliance for users. q

3. Consumer Protection and Data Privacy: As RUC services i @
collection and use of sensitive vehicle data (odometer rea@) rivin
the regulatory environment needs to provide clear standards for datd pri
consumer protection. This would ensure that customéiel secv

data, building trust in electronic RUC services. @

their personal

4. Incentives for Innovation and Investment: Pall hat incentives for innovation in
the RUC sector, such as grants, tax benefi bsi technology development,
would help reduce the financial risks qf pinq&'l&ploying new solutions. These

n sCalable and efficient systems, which

incentives could encourage businesse ves&':

could benefit both providers and @Jmers.
5. Flexibility in Business Mo %C : séhould be allowed to be bundled with other

vehicle-related services (s

to a single model. Thijs
could drive broade@ i

Addressing these %Mouldkﬁenable us to develop and scale an efficient, customer-

friendly RUC sepvi integrates*seamlessly with other vehicle-related services, ultimately
improving com@m a@@nience for users.
NZTA plays an impo@ le in RUC services as the Government’s RUC collector.

ents NZTA is responsible for:

Under current a
1. Appro¥i or declining) any RUC retailer application and appointing and contract
m g Agents (some of whom operate under a contract and are paid a
c ion for RUC sales);

2. Providing RUC retail services to customers directly (through its website and App);
3. Collecting and administering the RUC revenue; and
4. Receiving the statutory fee for RUC transactions.

The Government is keen to ensure NZTA'’s activities don’t crowd out the role of third
parties in the provision of RUC services. Are there measures that the Government should
take to ensure NZTA’s activities enable and encourage other RUC retailers to participate?
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To ensure NZTA'’s activities enable and encourage other RUC retailers to participate, the
Government should focus on creating an open, competitive environment that allows reputable
third-party suppliers to contribute to the collection of road tax. Specifically, the Government could:

1. Promote Fair Competition: By ensuring that NZTA’s role remains focused on regulation
and oversight, rather than directly competing with third-party providers, the Government
can foster a competitive landscape where multiple RUC retailers can offer innovative and
customer-centric solutions.

2. Encourage Partnerships: Facilitate collaboration between NZTA and third-party providers,
allowing these retailers to integrate their services with NZTA’s systems (e.g., via secure
APIs). This would enable third-party suppliers to offer RUC services seamlessly, ben iting
both the Government and consumers through enhanced choice and eff|C|ency

3. Support Innovation: The Government could create poI|C|es o] Q ves that age
third-party innovation, such as providing grants or tax brea % nol dev lopment
in the RUC space. This would help attract new players a nts in the

service offering.

4. Ensure Transparent and Streamlined Approval P sSes: g the application and
approval processes for third-party RUC retall redémers to entry and

encourage more providers to enter the ma eby @ ing competition and service

variety.
eQ ZTA s role complements and

mm@ u lng to a more diverse and effective
7~ ‘

By adopting these measures, the Gover
supports the broader ecosystem of R
system for collecting road tax.

Revenue security
How can the RUC retail s Iancing a user-friendly system with ensuring
revenue security?

\/ \e '

Q.

Al
X
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Balancing a user-friendly system with revenue security in the RUC retail market requires
addressing the risk of non-compliant vehicles—specifically, users who fail to pay for RUC or run
non-compliant vehicles. Unlike the fuel tax, which collects revenue regardless of a vehicle's
compliance, RUC relies on individuals actively purchasing and renewing their charges.

To mitigate this risk, the following measures could help:

1. Enhanced Enforcement and Monitoring: Prioritising the policing of non-compliant vehicles
by authorities would ensure that vehicles which fail to meet RUC obligations are identified
and penalised. This could include random checks or the use of automated systems
(number plate recognition) to detect non-compliant vehicles in real-time.

2. Automation and Notifications: Implementing automated reminders for vehicle owne
triggered by odometer readings or usage patterns, could help re the likelih@od
compliance. These reminders would encourage timely RUC pr nt, crw a user-
friendly experience while ensuring compliance.

3. Real-Time Compliance Monitoring: Providing an optio @-ﬁme porting and
verification of RUC status (via mobile apps or tele tems give both users
and authorities confidence that the appropriate char; re being Raid, ensuring that non-
compliant vehicles are quickly flagged. é

By combining these approaches, the system c a%@ndly while ensuring the

necessary revenue security and complianc
i &lre appropriate protection of

)? Would you offer different payment

Consumer protection and support 0
Do you have any initial views o %u
consumers (e.g. complaints, re ech
options to enable consumerV‘L

noice in RUC purchases?

process for compl remeaii e are committed to continuously improving our services
based on user Q? . Any issues or concerns raised by customers would be promptly

ity a %
To ensure approp;@%m L%Qumers, we would implement a clear and accessible
W
b

addressed thro defi ution process, ensuring a high standard of customer support.

In terms of payment@?\ng, we would offer credit card and direct debit payment methods to
provide flexibili venience for consumers when purchasing RUC. However, we would
strongly advi %in t offering financing options for RUC purchases, as this could introduce
unnecessa exity and potential financial strain for customers.

We woulQo provide flexibility in terms of the distance before expiry and the volume of RUC
that needs to be purchased, allowing customers to tailor their purchases based on their usage
patterns. This ensures a personalised, user-friendly experience.

By focusing on customer feedback, clear remedy mechanisms, and flexible payment options, we
would aim to maintain a high level of consumer protection and satisfaction.

[Optional] Additional information
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If there is other material you would like to make us aware of in considering the policy,
regulatory and legislative settings to enable greater third-party provision of RUC services,
please feel free to include it below. Avoid attaching company brochures and other
advertising material. We can only receive 20MB via email.

We believe that fostering a competitive and innovative environment for third-party RUC services
will benefit both consumers and the broader economy. To enable greater third-party provision, it
would be helpful to ensure that:

1. Clear and Flexible Regulatory Frameworks: Regulations should evolve to support new
business models and technologies, including electronic and automated RUC services. This
would help streamline the approval process for new providers and facilitate their integration

into the existing system. (L
(J
een third
ryices inpi sting
ien

e.

2. Collaboration with Existing Providers: Encouraging collaboration
providers and NZTA would allow for smoother integration of R
platforms, leveraging technology to improve both complianc

ersQer

3. Incentivising Innovation: Providing incentives for tech gical innovation in the RUC
RU fons, would drive

We believe these steps will contribute to creating Qron Et encourages the entry of
new providers, leading to better services, incr nve r consumers, and enhanced
revenue collection for the government. 6 &

2.2 Assumptions % O E

space, such as grants or tax breaks for developme
competition and improve service offerings. Q

Assumptions

Read the Quest \{

i
Please state angssumpw have made in relation to the Response.

The following assu |o\}ave been made in relation to our response:
1. Access to abq% Data: It is assumed that the necessary data, excluding vehicle
%dl
(o}

gs, RUC status, and compliance information, will be accessible and
hird-party services to provide automated RUC management and reporting.

odome
accur

2. R ory Support: It is assumed that the regulatory environment will evolve to support
the sion of third-party providers in the RUC retail space, allowing for integration with
NZTA systems through secure APIs and ensuring compliance with relevant codes of
practice.

3. Consumer Behaviour: It is assumed that consumers are willing to adopt more automated,
technology-driven methods for managing their RUC, such as receiving reminders, setting
purchase preferences, and automating RUC procurement.
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Assumptions

4. Payment Flexibility: It is assumed that the payment methods of credit card and direct debit
will be acceptable to consumers and will meet the security requirements of the RUC
system.

5. Market Acceptance: It is assumed that there will be demand for third-party RUC services
and that consumers and businesses will be open to bundling RUC with other vehicle-
related services.

6. NZTA Collaboration: It is assumed that NZTA will be willing to collaborate with third-party
providers, particularly in the development and implementation of a seamless process for
the reporting, purchasing, and managing of RUC.

These assumptions form the basis of the proposed approach for providing RUC services and
may evolve as further insights are gained or new regulatory frameworks are introduced. (L
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SECTION 3: Respondent’s declaration

Topic Declaration Respondent’s
declaration
RFI-Terms: I/'we have read and fully understand this RFI, including the RFI- agree
Terms. I/we confirm that the Respondent agrees to be bound
by them.
Conflict of The Respondent warrants that it has no actual, potential or agree
Interest perceived Conflict of Interest in submitting this Response.
declaration: Wh . . . (]/
ere a Conflict of Interest arises during the RFI process the
Respondent will report it immediately to the Buyer’'s Point of %

Contact.
&S
Details of &Q\

conflict of NIL &

interest: C/
1
DECLARATION BY THE RESPONDENT <( : 2 Q

I/we declare that in submitting the Response an lara

e the information provided is true, accurate é \‘ not misleading in any material

respect
e the Response does not contain any m
property rights
¢ |/we have secured all appropri OI'IS submit this Response, and to make the
statements and to provide t%‘ ati Response.
I/lwe understand that the falsifica
suppression of material i
Respondent being elimi

out of the RFI, and
such a procuremep

frmge a third party’s intellectual

tion, supplying misleading information or the
eclaration and the Response may result in the
er participation in any procurement process flowing
ermination of any Contract awarded as a result of

Signature:

Full name:

Title/position
Name of isation: Optimal Fleet Solutions Limited
Date:7 December 2024
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Checklist for Respondents

Before you submit your Response...

1. Fill out all sections of the Response Form. L]
2. Remove all the purple ‘Respondent Tip’ boxes from this Form. ]
3. Delete the PURPLE instructions from this Form. L]
4. Un-shade the BEUE highlighting where you fill out your answer. ~ []

A\ J
5. Prepare your Response % l{]

Send a digital copy by email to procurement@transport.govt.nz %
a

S
7

e

6. Arrange for the Response to be submitted electronically befor; dliné for
Responses. ~
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IntelliTrac New Zealand Limited

Request for Information (RFI) Response @glh

Road User Charges — Retail Servi S&'\

In response to the Request for InformatiénQ/ Q_évg)
0% &\O

Date of this Response: 10 December 20@ v

by: Ministry of Transport
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RUC Credits (Off Road Geofences) or travelling off a public r d ern&i by distance
from Road Centre Line GIS Data. C)
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IntelliTrac’s interest lies in the provision of

e GPS Based Electronic RUC management devices and services which provide electronic
measurement and reporting of vehicle distance and location.

e Automatic purchasing of RUC (as an agent for NZTA)

e Full eRUC/eaRUC solution as a certified provider approved by NZTA

Commercial proposition %L
Do you think the commercial proposition of RUC retail services i %pdalon'{ iness
opportunity or one that is integrated with a range of other actin&

As the underlying cost of RUC is fixed, retail service provid ilbneed.fo make a

commercial return on activities other than the sale of underlying* RUC.(This would mean
selling RUC as part of a broader offering, such as: @

o fleet management/telematic services @ ?\

¢ bundling of utility like payments Q %

¢ financial services to bundle and smoo% O

o sale of information to advertisers (with ex §ermission of customers) etc.

o efficiency of service offering e ing marg '?be made on the administrative fees

charged for RUC purchases

welcome, along with any descr f wha any, changes to existing legislative or

This list is non-exhaustive, and g; ther c al propositions you may suggest will be
administrative provisions w neeg o¥acilitate this.

Are there minimum scal tars thatimpact commercial viability? Is there a lead time that
needs to be considered? t othe tors should we consider regarding commercial

viability? Q@ ?y\
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2. The solution will provide an automated payment gateway to top up RUC at various dollar/km
levels as selected by the consumer. Eg: when credit runs below $10 top up $76 (or
1000km)

3. The solution will provide a method of manually purchasing RUC or automatic direct debit
from a credit card or bank account.

4. The solution will provide SMS and push notifications to alert the driver of

Low RUC Balance
Failed transactions
Credit Card Expiry

Zero RUC balance (L

5. Optionally the app will provide driving behaviour scoring (where can be @wurers
to provide pay how you drive insurance based on distance trav d risk):

Business Commercial Fleet Model & < ,
1. With similar functionality to the consumer model, the sgss model be integrated into
o
ef

IntelliTrac’s Fleet Management GPS Telematics Soluti rovide additional features which both
the client and NZTA or IRD may require or introd Q u se would include:
e An operational fleet management tool vide \&K ity reporting, exception alerts and

driving behaviour scoring

e Route planning and optimisatio atched t %oard navigation system
e Delivery and Work order Ma Qt

e Financial Fleet Manageme @vdin tional costs of fleet)

e Health and Safety such

o Vehicle safet ion Day and End of Day

o Electroni Diarie atigie Management

o On Boar Man ent — Logging weights or reading weights from vehicle scales
Logging o@p ianC\é FBT (Business and Private Use of passenger vehicles)

Technology

Does your (current d) provision of RUC retail services use technology that you
supply to measu port distance, or support the reporting of distance from existing
equipment (e. eters or OEM telematics systems? If so, can you summarise:

What role might tech \%:ﬁered by your business play in the future RUC retail market?
{r plt e

e how technology works
o what data is collected

e What services you provide with the technology in connection with revenue collection
(e.g. distance measurement, tolling, congestion charging, refunds)

e how you ensure the reliability and security of the system

e how revenue security is protected

e how user privacy is protected

e what benefits it offers customers compared to the existing system
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o whether the technology is stand-alone or integrated into existing devices (cars or
phones)

o whether it requires professional installation (if it is not integrated) and whether it
requires any modifications to be fitted for the purpose of providing RUC retail
services for light vehicles

Please describe any examples of where and when this technology has been applied in
practice for RUC or similar purposes, to generate actual revenue.

IntelliTrac would provide a specialised GPS Telematics device which plugs into the vehicle OBDII or Can Bus
in order to extract actual vehicle odometer. The solution would be catered for modern vehicles where
actual odometer may be read directly from the vehicle. If this is achievable then tampering of the system
would not alter any distance readings since once the telematics device is re-instated, it simply reads
odometer value from the vehicle can bus. ‘Fv

Where vehicles are older and odometer cannot be extracted from the canbus, elema %ces
would require seals and would require alerts etc. to be generated if unplu e . Since GPS
based odometer readings are not exactly displayed as per vehicle odo & need to be an
periodic calibration of electronic odometer data as compared to GPS odo u es and
calculations show that the average discrepancy is apprOXImater For exa ch RUC credit top
up the road user would be requested to confirm the vehlcle r via th p-

Data collected would be GPS Location, Distance, Hours of 0 = on S data can be cross
referenced to GIS Mapping data to calculate distances tr - off r ) der to claim RUC credits.

Data is collected and sent to the IntelliTrac cloud $ervers wh|c \cessed and RUC reminders are issued
to road users via email, SMS and push notifi eca lssue alerts to drivers via a buzzer in the
<::; Low.

telematics device. Eg: 1 beep...RUC cre RUC payment failed. 10 beeps - Zero RUC
Credits. These can be activated upon st@
Our aim would be to integrate in ted gateways to collect RUC on behalf of NZTA.

Each vehicle would be provi lch would be attached to the vehicle windscreen which law
enforcement officers ma ca d re C charges history, vehicle make, model, VIN, registration,
odometer and other

End users will alsc%ﬂhwd where they can view and manage their RUC and confirm odometer
values reported by GPS as d to what is visible on the odometer.

We currently prowde\ﬁ)x Credits reporting in Australia

We currently p ayment gateways, automated direct debits etc. for our clients in Australia within our
latform and our AutotradeOnly vehicle disposal platform in Australia.

telematlcsm

Revenue wotid be protected ideally by NZTA providing a payment gateway API which IntelliTrac would have
direct access too. IntelliTrac would be a conduit to the collection and funds would transfer directly between
the road user and NZTA.

User privacy is protected via IntelliTrac and NZTA Privacy Policy and certification to ITSM standards such as

1ISO27001 or SOCII. All staff having access to personally identifiable information should be Police checked.
IntelliTrac is the telematics provider to Australian Police and all staff are security cleared.
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IntelliTrac’s OBDII device for general consumer, passenger vehicles and light commercial vehicles is a DIY
installation. Heavy vehicles will require professional installation.

Barriers

To inform the policy, legislative and regulatory settings, we are interested in your view about
the barriers to you achieving your commercial aspirations as a RUC retail services provider.
What legal, administrative or policy setting would need to change or be made easier to
enable you to invest in offering RUC retail services?

Clear requirements specifications, policy and procedures for approval and expedited approvals.
Streamlining compliance requirements with digital tools.

e Introducing a "sandbox" environment for testing new RUC services without regulatory pe%('w

e Providing tax incentives or grants for small providers to innovate in th%(lspace q
S?B collector.

0 q dvappointing and contract
entract and are paid a

NZTA

NZTA plays an important role in RUC services as the oggnment’
Under current arrangements NZTA is responsibkﬁ

cati

managing Agents (some of whom op
commission for RUC sales);

2. Providing RUC retail services t ly (through its website and App);

3. Collecting and administerin Ql

4. Receiving the statutory %
The Government is keen to u ZT activities don’t crowd out the role of third parties
in the provision of RUC serviges.”Are there ineasures that the Government should take to
ensure NZTA’s activitie an ourage other RUC retailers to participate?

1. NTZA to provi \yfﬁent % ay API to all eRUC providers. This will streamline payments
and create rpf service provider solution.

2. eRUC device€ will ne rx(provided to consumers. These would cost approximately $100
in volume. Theése s e provided to consumers by NZTA free of charge or at a reduced
cost

3. eRUC devic j ve on going costs due to sim card/connectivity and these costs will need
to be bor Qh consumer

4. Thee ervice provider when dealing with consumers would make a minimal margin and
hen d be paid a small percentage of RUC collected in order to validate a business
case.

Revenue security
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How can the RUC retail market assist with balancing a user-friendly system with ensuring
revenue security?

A user-friendly consumer solution would be Web App and Phone App Based which will extract
distance information from an on board telematics device and remind road users to pay their RUC. A
payment gateway would provide a seamless and secure method for NTZA to collect revenue.

Revenue security would be further emphasised by data collected by the telematics device
connecting directly into the vehicle CanBus.

A QR code on the vehicle will allow law enforcement officers to conduct random checks to ensure

RUC is paid and up to date. (L
Consumer protection and support \&@ \
pr

Do you have any initial views on how you might ensure app of consumers
'ffere t pay ent options to

i E It is envisioned that the

(e.g. complaints, remedy mechanisms)? Would you offer
enable consumer flexibility and choice in RUC purchas

IntelliTrac would provide a RUC support team to handle any r complain

most common complain would be telematics devices wh een | tolen or occasionally faulty.
A remedy mechanism would be to send new device to ume

Other complaints may be incorrect odometer dIS ved. hls \ue to devices losing connectivity to
vehicle CanBus or OBDII port. Under such vice revert to calculating odometer based on
GPS and this would typically by 3% less th ctua@ odometer.

Payment options using an electronic wou ed on our recommended methodology for NZTA
to provide a payment gateway a arlo ds of payment such as Credit Card, Poli, direct debit

<<’\§<

would like to make us aware of in considering the policy,
ettings to enable greater third-party provision of RUC services,
it below. Avoid attaching company brochures and other

please feel free
advertising ma r e can only receive 20MB via email.

[Optional] Add info,

If there is other materi
regulatory and Iegls
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None at this stage

2.2 Assumptions

e payments

Please state any assumptions you have made in relation to the Response.
Our assumption is that
isAMil[\Stre Iin%a

1. NTZA provide a payment gateway API to all eRUC providers.
and create a uniform service provider solution

2. eRUC devices will need to be provided to consumers. These waould cost approximately $100
in volume. These should be provided to consumers b, free e or at a reduced

cost

3. eRUC devices will have on going costs due to si onn% and these costs will need

to be borne by the consumer. Approximately $ mon

4. The eRUC service provider when dealing& onsumer d make a minimal margin and
f RUC co

hence should be paid a small percentag etted in order to validate a business

QN
o

case.

Request for Information Response Form — Road User Charges — Retail Services Page 14



SECTION 3: Respondent’s declaration

Declaration Respondent’s
declaration
RFI-Terms: I/'we have read and fully understand this RFI, including the RFI- agree
Terms. I/we confirm that the Respondent agrees to be bound
by them.
Conflict of The Respondent warrants that it has no actual, potential or agree

Interest perceived Conflict of Interest in submitting this Response.

declaration: Where a Conflict of Interest arises during the RFI process the %L
Respondent will report it immediately to the Buyer's Point of q
Contact. \

Details of & )

conflict of Not Applicable

interest: %
DECLARATION BY THE RESPONDENT @ % E

I/we declare that in submitting the Response an @decl@ :

e the information provided is true, accurat com &\ d not misleading in any material
respect

¢ the Response does not contain a terial
property rights &

e |/we have secured all appropri thoriSations to submit this Response, and to make the
statements and to provide t ion in the Response.

vﬂnfringe a third party’s intellectual

I/we understand that the falsi on ation, supplying misleading information or the
is declaration and the Response may result in the

suppression of material atio

Respondent being eliminated fr er participation in any procurement process flowing

out of the RFI, an grou or termination of any Contract awarded as a result of
cess.

such a procure
By signing this gclarati o ignatory below represents, warrants and agrees that they
have been authorised D) the Respondent to make this declaration on its/their behalf.

Signature:
Full nam ‘1-
Title/position:

Name of organisation: IntelliTrac New Zealand Limited
Date: 10-12-2024

Request for Information Response Form — Road User Charges — Retail Services Page 15



Document 36

IN CONFIDENCE

25 March 2025 0C250208
Hon Chris Bishop Action required by:
Minister of Transport Wednesday, 2 April 2025

TRANSITION TO ROAD USER CHARGES — OVERARCHING POLICY CHOICES

Purpose

To provide you with a set of choices for the road user charges (RUC) systém in preparation for the
transition of the light vehicle fleet.

Key points

. The Government has committed to transitionalpetrol vehiclesto RUC to ensure all road
users face fair charges that are based on.theirroad usage.

° Bringing an additional 3.5 million predomifantly privately-owned vehicles into the RUC
system presents an opportunity to improve andkmodernise it to ensure a user-friendly
experience and to maximise<€ompliance.

. Our recommended system design pathway would move the system towards full electronic
pricing in the longef-term. Howeverjwe recommend the 2027 transition focuses on ensuring
the manual systemds fit-for-ptirp@se while simultaneously promoting voluntary eRUC uptake.

° We expectithis will require:

e impravements toth€ retail experience 8 A2) (V)
,-.\‘ and removing the requirement to display physical
licences)

e backzend improvements to NZTA's systems to ensure they can support additional
demand and can appropriately monitor compliance

e ““changes to admin fees, regulatory settings and institutional arrangements to ensure
there are low barriers to entry for third-party RUC retailers

e strengthening tools to deal with repeated, intentional non-compliance.

. This will be a significant change for the majority of the country’s road users who will have to
understand and actively comply with new obligations. Given this, we recommend light-touch
but broad-reaching public engagement that both informs the public of the case for change,
and seeks feedback on how they would like to interact with the RUC system.

IN CONFIDENCE
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IN CONFIDENCE

We would like to discuss the approach to engagement at an upcoming Officials’ meeting,
including ways we can support a broad public conversation that reaches a range of New
Zealanders.

Subject to your feedback, we will provide you with a draft Cabinet paper by the week of 14
April 2025 seeking endorsement to the overall approach, and approval to undertake public
engagement. We will continue to progress work on the transition approach and refining the

compliance and enforcement strategy and provide further advice in early June.

Recommendations

We recommend you:

agree that the focus for system settings ahead of the 2027 fleetwidedransition to RUGbe
on ensuring the manual system is fit-for-purpose while simultaneously promoting
voluntary uptake of eRUC

agree to progress the following system design improvements ahead of the 2027
transition:

o S9(2)(N(v) N\ N

e removing the requirement to display physicallicencés

o developing a licence lookup facility (intégratedwith Police systems) to verify
compliance and enable usetsto check theircurrent licence (in the absence of physical
licences)

note we will provide youwith.furtheradvice on 9 April 2025 on:

e funding via sectioh 9(2) of theland Transport Management Act 2003 to prepare for
and implement NZTA system-improvements

e ensufing an‘appropriate level of assurance across implementation planning.

agree to progress‘changes that will promote greater market involvement of third-party
RUC retailers (including changes to admin fees, regulatory settings and institutional
arrangements)

agreeé to'undertake public engagement on the RUC transition in May-June 2025, with a
facusion informing the public of the transition and seeking feedback on how users would
like to interact with the system

note, subject to your direction on the above topics, we will provide you with:

e adraft Cabinet paper seeking endorsement of the overall approach and approval to
engage with the public by the week of 14 April 2025.

e asecond tranche of advice in early-June on progressing the RUC transition, including a

proposed approach to timing and phasing. This would lead to detailed Cabinet policy
decisions in August.

IN CONFIDENCE

Yes / No

Yes / No
Yes / No

Yes / No

Yes / No

Yes / No
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IN CONFIDENCE

Brent Johnston Hon Chris Bishop
Chief of Staff Minister of Transport
25/03/25 /. /.
Minister’s office to complete: 0 Approved O Declined
[J Seen by Minister [ Not seen by Minister

[J Overtaken by events ; (L

Comments

Contacts
First contact

Brent Johnston, Chief of Staff
Matt Skinner, Manager RUC Transitiono
y 2
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TRANSITION TO ROAD USER CHARGES — OVERARCHING POLICY CHOICES

The Government’s decision to move all vehicles to road user charges provides an
opportunity to improve and modernise the system for all users

1

The Government has decided to transition all light vehicles to road user charges (RUC) from
2027 so that all road users face fair and consistent charges based on their road use [CBC-24-
MIN-0063 refers].

Bringing an additional 3.5 million vehicles into the RUC system presents an opportunity to
improve and modernise it to ensure a user-friendly experience and to maximise compliance.

You have a range of choices about how to design the system, including:
e the extent and speed at which you move the system towards electronic road pricing
e the extent to which the system enables RUC service provisien by thifd-parties

e the role of the New Zealand Transport Agency (NZTA) in RUC retail and regulation,
including the level of compliance and enforcement activity.

We are also aware that you are considering widewreforms to the way we price, plan, invest

and deliver roads. S 92)()(iV) N\ L \v
N D

[ G

The existing RUC system is largely manual for the.light vehicle fleet, while there is more
use of electronic options for commercial and/heavy vehicles

5

Customers can curréntly’purchasé RUC:
o from NZTAudirectly (onliflesenover the phone)

o from oversthe-counter agents (eg, NZ Post, Automobile Association, VINZ, VTNZ) who are
contracted by 'NZEAand paid a commission per RUC transaction

e via electronig RUC (eRUC) providers who measure the distance travelled by customers via
an electronic distance recorder (typically using Global Navigation Satellite System
téchfiology), are liable for debt to NZTA, and are regulated by NZTA. There are three
eRUC providers operating in New Zealand and their services are primarily used by the
commercial/heavy vehicle fleet.

e via electronically assisted RUC (eaRUC) providers who facilitate purchases through
applications connected to NZTA’s transaction portal. Unlike eRUC (where the provider
measures the distance travelled), eaRUC relies on odometers as the official distance
recorder. The eaRUC market is at an early stage and there is just one provider. However,
the concept of an eaRUC provider is not recognised in regulation and market participants
have provided feedback that the approval process is unclear.

IN CONFIDENCE
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IN CONFIDENCE

NZTA is currently progressing pre-funded improvements to the NZTA App that will make
incremental but basic improvements to its retail offering. These include:

e displaying within the NZTA App vehicles that are linked to the registered user
e purchasing RUC licences within the NZTA App
e viewing current RUC limit levels within the NZTA App

e push notification reminders for RUC purchases.

There is a pathway to move to full electronic road pricing in the future

7

10

11

Moving New Zealand to an electronic road pricing system could enhahce data collectionto
support compliance, simplify revenue collection,? 2@)IHW) N\, ¥4 N -

However, there are barriers to moving all users to electrenic road pricing infthe near term,
including:

e Locking-in the use of on-board units (OBUs) to\measure distance when more efficient
technology might emerge (technology obsolescence and capture).

o Alack of incentives for individualsito use eRUCWhen manual alternatives are cheaper
and not much more difficult to=use.

e Privacy and security conéers - hoting we*have had limited engagement with the Privacy
Commissioner on this mattefr.

e Timing — it could take 5-10 yearsitoimplement the necessary technology and systems to
support the entiresfleet.

o Needingdan exemption regime for vehicles where it would not be efficient or practical to
usé€ eRUCeg, vintage vehicles).

o Needing te-havea provider of last resort arrangement in place — which would likely result
in needing to/decide whether NZTA is the default provider and the level of service
offered by NZTA.

Mostlof the above applies to both mandating eRUC for the entire fleet, or segments of the
fleetlin a phased approach. Given this, we do not consider it feasible to mandate eRUC for
the initial transition from 2027.

However, we can set up a pathway that enables a future transition to electronic road pricing.
The A3 at Annex 1 outlines our recommended system design pathway, with the 2027
transition focused on ensuring the odometer-based system is fit-for-purpose while
simultaneously promoting eRUC uptake.

We note the proposed 2027 transition will still be a significant change for most the country’s
road users and should not be underestimated. It is also a significant change to implement (in
terms of both regulatory and operational changes) in a short period of time.

IN CONFIDENCE
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In the short-term, we recommend improvements to the odometer-based RUC system...

12 We expect NZTA’s largely manual system will be the default for many users at the point of
transition. Given the RUC system is dependent on users initiating action, a user-friendly
experience will be important to ensure general acceptance and to support users to comply.

13 Beyond the pre-planned improvements to NZTA’s retail offering through its App (outlined in
paragraph 6), we recommend focusing on the following targeted system design
improvements that we expect to require regulatory changes:

oes%), make

olutions.

administrative cost associated with purchasing a licen
it easier for users to comply and remove barriers to in

e Developing a licence lookup facility: This would 'Q&integr Police systems
to verify compliance and enable users to chec@ rrenEIice e. This would enable

enforcement (despite the removal of physi€allicences) iving users visibility into
their compliance status.

14 improvements that will both benefit existing RUC users, and
er pool of users into the RUC system.

15

16

17 You and the Minister of Finance previously agreed not to progress a NZTA Budget 2025 bid
for funding for NZTA system improvements. Instead, you directed that funding be considered
via section 9(2) of the Land Transport Management Act 2003. We will provide you with
separate advice on this on 9 April 2025, including the scope of funding and how you ensure
an appropriate level of assurance across implementation planning.

IN CONFIDENCE
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...While ensuring the system settings are in place to promote voluntary eRUC uptake

18

19

20

21

For many users, eRUC may be an attractive option to simplify and manage their RUC
obligations. eRUC currently has low uptake for light diesel and electric vehicles as it cannot
compete with the manual system on price. However, greater uptake has been seen with
heavy and commercial vehicles where eRUC providers typically compete by coupling RUC
services with wider product offerings, such as fleet telematics.

We propose changes to lower barriers to entry for eRUC providers and enable greater
voluntary uptake of eRUC in the short-term. The volume of new vehicles entering the RUC
system may also lead to new, low-cost and convenient eRUC options for light vehicles.

In particular, we recommend clarifying the regulatory approval requirements for eaRUC
retailers, ensuring the regulatory requirements for eRUC retailers arg*fit-for-purpose, and
streamlining access to NZTA systems needed to enable RUC purchases (more detail provided
at paragraph 24).

Nonetheless, it will take time to get to a fully electronic fleet. We haveconsidered options to
accelerate uptake by offering financial incentives (eg, reduced RUC rates)."We do not
recommend this at this stage as it would be costlyfor’government while not generating
significant benefits (ie, the impact on revenuegeneration dueito=better compliance through
eRUC is expected to be limited). However, legislative changes'could be designed to enable
differential RUC rates for eRUC vs manual RUC to be settinthé future.

More third-party involvement will benefit road users; and changes to fees, regulatory
settings and institutional arrangements/could‘encourage this

22

23

We consider the Government/;shouldnetfocus on who can or cannot sell RUC, but focus on
what is important te the/consumer:

e access to RUC services (eg,.RUC is sold in convenient locations for them)

o efficiency,of RUCretail services (eg, the cost of managing RUC is efficient and there are
incentives for sellerso innovate to continuously manage this).

To achieve this, webshould aim to develop a market with the following characteristics:
e Theniarket needs to have more than one provider.

& “Market participants must compete on the same basis and there must be low barriers to
entry.

e There should be appropriate checks and balances in place to ensure consumers rights
and interests are protected (eg, privacy).

e Arrangements will be needed to ensure coverage if the market does not provide it.

IN CONFIDENCE
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25

26

27

28

29

30

IN CONFIDENCE

Considering feedback from a market sounding exercise at the end of 2024, we have identified
the following changes to fees, regulation and institutional arrangements to ensure a level
playing field in the RUC retail market:

s 9(2)(f)(iv)

o Database access: Facilitating third-party retailer access to NZTA’s databases to enable
product improvement, and reviewing the fees charged for access to these databases!

o Updating regulatory settings: Ensuring legislation keeps step with emerging and
potential future technology options and that regulation applies eénsistently across
different retail types.

e Changes to institutional arrangements: Consideringsmoving the regulation of RUC
retailers out of NZTA (to avoid conflicts of interest'betWeen NZTA"s«etail and regulatory
responsibilities), and investigating moving procurément of third-party retail (including
over-the-counter retail) to another agency/{to aveid NZTAContinuing to contract with its
competitors).

Even with these changes, governmentimayjneed origoing arrangements to maintain over-
the-counter retail services to encourage easier purchase (eg, supermarkets and fuel retailers)
and for those with limited ability to use app- and\web-based systems. It could also be
necessary to contract with appand web<basedproviders to encourage their uptake.

The types of arrangements‘néededWwill likely depend on the outcome from the review of RUC
administration fees. That is, whéther'er'not third-parties require a commission to participate
in RUC retail may depend on whether they can make a margin from their own fees on top of
the administratianfee NZTA'charges to third-party retailers.

Importantly,=market sounding respondents were of the view that NZTA’s current role as RUC
retailer disincentivised*competition. Specifically, they noted a real risk that existing and
future investmentin NZTA's retail product (via its App improvements) make NZTA a clearly
dominant‘®aRUC provider, crowding out the ability for viable competition in eaRUC.

Given NZTA’s significant role in the market and the proximity of the transition, we do not
récemmend NZTA be prohibited from the RUC retail market. Removing NZTA from the RUC
retail landscape at this time could create significant operational risks and lead to higher non-
compliance.

The retail improvements via the NZTA App are also important to ensure a smoother default
transition for users. However, there are options for how far NZTA’s retail offering goes. We
will provide further advice on this as part of the decisions you make on funding for NZTA
system improvements.

Our recommendations to consider shifting procurement and regulatory functions away from
NZTA may also go some way to addressing market concerns.

IN CONFIDENCE
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35
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Current enforcement primarily relies on Warrant of Fitness check
NZTA receives an odometer reading to confirm RUC complia i a dedicated
unit to enforce safety regulation for heavy vehicles (includi ment) but

A portion of non-compliance is unintentional, even enerally be recovered
effectively (approximately 70 percent of Iate eis c @ collected after follow-up

invoices). Q

To support people to comply, ou ocus esigning a system that is as easy and
cheap as possible to comply ever, a fall of the current system is the lack of
severe enforcement tools to tht inority who repeatedly and intentionally
do not comply. We have d aran owers that could be introduced. Once you

have confirmed the di ion of th ansition, we will finalise our recommendations for
a commensurate p nce a ment approach.

You may W|sh t to test the direction

36

37

38

39

The er ide tra RUC will be a significant change for most of the country’s road
users who WI| understand and actively comply with new obligations.

is | blic awareness of the upcoming change. This is a risk that has been raised by the

To date% s not been any meaningful public engagement and we are aware that there
r Reference Group.

efore, we recommend you consider undertaking public engagement on the key design
parameters of the RUC transition ahead of final policy decisions. We recommend this
engagement be light touch but broad reaching, with a focus on user feedback on the current
RUC framework, and how users would like to interact with the system in the future (eg,
preferred purchase platform, increments of purchase, payment methods).

This also presents an opportunity to set out the case for change, start a public conversation,
and kickstart an ongoing communications campaign through to 2027 and beyond.

IN CONFIDENCE
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If you support this approach, we will provide you with a draft Cabinet paper by 16 April 2025

endorsement to the proposed direction for the RUC transition

As part of fostering a productive public conversation and to support an enduring change, you

may wish to consider if cross-parliamentary consensus would be desirable.

40
seeking:
.
e approval to engage with the public.
41
Next steps
42

Key milestones
Tranche 1 advice to Minister (this
paper)

The following table summarises the timeline through to the end of 2025:

26 March

arching&ystem design

Advice on funding to implement
NZTA system improvements and
the approach to assurance across
implementation planning

9 April

Draft Cabinet paper to Minister
seeking approval of high-level
policy decisions and to consult

Cabinet

- - N
Advi onhdingf implementation
Q@nce o] entation
iness

ions on overarching system
agreement to consult the

Stakeholder and/or public
engagement

Tranche 2 advice to Minister

rly July

Minister

early July

Cabinet

18 August

Detailed policy decisions and approval to
draft legislation

IN CONFIDENCE
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Annex One: Tra

SYSTEM DESIGN PATHWAY

National-ACT coalition e 1 =

N\ agreement committed to work /// L. S
to replace excise duty with / 2027,transition Y

electronic RUC for all vehicles.

-

High profile public
engagement
Higher levels of public acceptance
and understanding will deliver higher
levels of future compliance.

1
1
! Improved manual system

1| A better NZTA retail solution’proyvides fo/@ smoother transition. Limiting

I . . . .

1| the level of improvemients provides gréategincentives to use market-

: provided solutions (including eRUC); with better innovation and useability.
!

1

1

1

1

1

1

1

Decision
Future role for NZTA

Likely requiredasia backstop well into the future.

Revenue Bill ) .
You cdh,determine the level of private

Primary legislation required sectorinvolvement in RUC retail -
s 9(2)((iv) < > E . .
Decision
Level of market
r N . . AY 4 N .
‘Early deliverables’ ! Ceqtrallsed approach Rgst.rlcted market Market-led approach involvement
« Initial RUC system improvements. : ) Sln{gleh.GO\I/etr)n?edr)t . leéted nydmber of |[|° !ndustry.has str.ﬁng S
« Deliver benefits for current useré : or w itesla .e e RUC providers interest in retailing .
.. . servicelprovider regulated by or * Role for Government
regardless of the decisions taken ' N , . .
on fleetwide RUC A Singapore-style contracted to regulating RUC retail
t W Government services, ‘Denmark-style’
* Ensures the system is better P /
\ prepared for the transition: y AN ,'/
~ 7

N e == — -

° s 9(2)(f)(iv) V' v : - @ _ N
\ Electronic road pricing
Q o s9()(Hv)
NV * Market competes based on cost and innovation.

o 5 9Q)(M(v)

XX

7

/RECOMMENDATIONS:
* We recommend a pathway that provides the simplest and most user-friendly version of the current system, and incentivises the adoption of eRUC.
* You can signal a strong step towards an electronic charging system, including through enabling system settings. § 920V

NZTA has a key retail role to play in the transition, but there are benefits to greater third-party involvement.

* We recommend you agree to:

* undertake public engagement on the RUC transition in May-June 2025

* progress some RUC system improvements, including lowering barriers to entry for third-party retail of RUC

* progress regulatory improvements to enable all vehicles to move onto an improved version of the RUC system, while encouraging adoption of eRUC.

KS 9@)(H(iv) /
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9 May 2025 0C250405
Hon Chris Bishop Action required by:
Minister of Transport Monday, 19 May 2025

INTERIM ADVICE ON REVENUE TOOLS

Purpose

Seeks your feedback on which of the existing and potential revenue tobéls@available t6 fund transport
investment you would like further advice on.

Key points
° The right package of revenue and demand mahagement toels should achieve the following
objectives:

0 Efficient: Tools should maximise net revenue and improve network efficiency at least
cost.

0 Fair and transparent:\People shotild‘understand how prices are set, and should pay
in proportion to the'benefits.they receive and the costs they create.

0 Easy to engagewith: It should.be as easy as possible for people to pay and comply.

. This briefing provides'a rapid-assessment of revenue tools against these objectives, as well as
their revenuespoténtial.

° This inclddes bothfexisting (Annex One) and potential revenue tools (Annex Two). The scope
of potential tools,is'deliberately “blue skies” and includes tools we would likely strongly
advise against intmore developed advice. The high-level ratings presented could vary
dependifig on detailed policy design.

. Generally, your ‘biggest bang for buck’ tools are already in use (like Fuel Excise Duty (FED)
and'Road User Charges (RUC)), and all revenue options are constrained by the size of our
population and their ability to pay.

. In the short- to medium-term, given existing spending commitments, you could look at
opportunities to enhance how we use existing tools (e.g. increasing FED rates or recalibrating
different charges like RUC or motor vehicle licensing). However, reassessing spending
priorities or phasing projects may balance the books sooner.

. In the longer-term, you could consider introducing new tools. However, they will take time
and resource to implement (typically requiring primary legislation) and there are limits to
their feasibility and potential to collect additional revenue.

IN CONFIDENCE
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° The analysis we have provided is very preliminary. There would be other considerations to
address in future advice, such as consistency with other government policy settings, public
acceptability, broader economic and social impacts, and impacts on international and trade
commitments for some tools (e.g. tariffs).

° This paper focuses on revenue tools that could be used in the current system. However, the
road reform work programme will consider changes to how we price, plan and invest in
roads.

. Reform could unlock both new tools and ways in which all revenue tools could be deployed.

For example, dynamic electronic road pricing may prove to be more efficient and fairer than
existing RUC, while a commercialised entity may be able to use debt to smooth investment
expenditure over a longer time frame (e.g. 30 years) by borrowing against future revehue
flows. Road reform may also ease the need to raise additional revenue in the longer-term by
addressing other issues in the system (e.g. inefficiencies in delivefy, ahd,selection of projects).

° In the time available we have not been able to bring together'a picture efshowsthe
expenditure funded from the National Land Transport Fand (NLTF) has'changed over time,
but that will be available next week.

Recommendations

We recommend you:

1 provide feedback on areas you would,like to receive*further advice on, and which areas

you would explicitly rule out at thisitime. Yes /No
Paul O’Connell Hon Chris Bishop
Deputy Chief Executive)Sector Strategy Minister of Transport
9May2025 /O NV o o] .
Minister’s office to complete: 0 Approved [ Declined
1 Seen by Minister ] Not seen by Minister

[ Overtaken by events

Comments

Contacts

Telephone First contact

Paul O’Connell, Deputy Chief Executive, Sector Strategy s 9(2)(a) v
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ANNEX ONE - Summary of existing revenue tools

IN CONFIDENCE

- Meets objective

Mostly meets Partially meets

Does not meet N/A

Criteria not applicable

Indicative
Revenue tool revenue Efficient Fair and transparent Easy to engage with Opportunities to increase revenue
potential
Mixed — is based on average fuel consumption Increase rate.
Fuel excise duty $8$ levels. Some users pay much more than others Note, increases are already planned:
(FED) despite driving the same distance. Incentivises —2027; 6¢/L—2028; and 4c/L annually from 2029.
drivers to buy fuel efficient vehicles. Every cent increase raises $60 million.
Users pay based on distance travelled, but not
Road user charges $8$ Compliance and implementation costs are where and why they travel. Prices in the current Increase rates.
(RUC) reasonable but not as good as FED. system are not fully cost-reflective but they could be Recalibrate rate bands.
made more so.
Transparency around rates (e.g. zone systems, on v
. . off-peak). uires somé manual engagement with Increase farebox recovery and/or premium rates to
Public transport $ Some lost revenue through non-compliance and idi i i the system topping up payment certain locations (e.g. airports) — note, GPS 2024 did set
fares different transaction costs. Subsidies mean people do not fully pay in pro on Y -8 ping up pay : -8 ! p : :
to the benefits they receive and the cos s). expectations for councils to increase farebox recovery.
create.
3
:’u: Increase rates (e.g. Australian annual fees are up to 8x
S 5 lost th h i 5 higher). Note, increases in 2025 and 2026 more than
. ome lost revenue through non-compliance. Some . . . ; ; P
g Annual vehicle ) = e . Charges are not proportionate use of t quires people to take active steps to double previous rates. Note — may require legislative
3 . . $S ongoing administration costs (e.g. over the . s
licensing land transport e meet their obligations. change.
counter sales, postage for manual label). ) S . o
Expand into vehicle license auctions for specific license
types (Singapore-style system).
) ) ) ) oad th ) ) Add toll roads (including existing roads).
Tolling (NZTA-run) $ Relatively high proportion of revenue is currently rtiall Requires some manual engagement with bv allowi . di .
& spent on administration. ) ¥ the system (especially for casual users). Increase r‘ates (e.g.bya .owmg NZTA greater discretion
to increase rates in response to demand).
Improving network efficiency is a clear purpose of
] any scheme established under the Bill. a diwhere they travel. . . L o
Time-of-use . . . . . . Requires some manual engagement with Revenue raising is specifically not a purpose of the
chargin 3 e 2 LRl o U (LS Wiy 06 the system (especially for casual users) current time of use charging system
ging design but will use same back-office as tolling, -reflective. ¥ P Y ’ gIng sy ’
may require high upfront costs.
Parking fees and Some lost revenue through non-com Prices transparent but not typicall Requires some manual engagement with . L .
g S . < v ; . el ‘ . . gag Review parking fines and/or allow councils to set them.
fines Requires manual enforcement. cost-reflective. the system (i.e. paying at meter).
b
.8 Development epends on design. Targeted to the people that
S < . o
] levies and S benefit. Prices can be reasonably transparent but
S targeted rates aren’t necessarily cost-reflective.
o
: People do not pay based on use or fully in . . . .
Council . b pay . . U Reviewing Funding Assistance Rates (FAR) could require
- . . . : proportionate to the benefits they receive. However, h I~
c contributions (via 3 High compliance and low collection.c . . L . councils to pay a larger contribution towards local
.0 given rating is based on property value this can
= local rates) . . roads.
e capture some realised benefits.
(T
[
Crown grants (via . People do not pay based on use or in proportion to
. High complianc collection costs. ) . .
general taxation) 3% & P the benefits they receive or costs they impose.
Toll road Implementation costs are largely limited to the Requires some manual engagement with | Increase toll rates and/or offer longer-term concessions.
5 concessions costs of the n/contracting process. People pay to use a higher quality road than the system (especially for casual users) Other features like shadow tolling or traffic
< (one-off revenue sS However, cess may be complex and the alternative routes. However, prices only partially but private providers may have greater underwriting may also increase the value of the
o rather than cost may be'significant depending on the reflect costs to system. incentives to enhance user-friendliness of concession, but this will be tested through the
ongoing) complexity and nature of the transaction. the toll roads they operate. upcoming market sounding.
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Indicative
Revenue tool revenue Efficient Fair and transparent Easy to engage with Opportunities to increase revenue
potential
Sale of NZTA-
owned land
(one-off cash S Legal complexities. N/A N/A
inflow rather than
ongoing revenue)
Advertising
and/or naming/ S N/A

sponsorship rights
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ANNEX TWO - Summary of potential other revenue tools

Revenue tool

Indicative
revenue
potential

Efficient

Fair and transparent

User charges

Dynamic road pricing

$5$

Regional fuel taxes (with proceeds funding
projects within the region)

Low emissions zones

Easy to engage with

Comments

changes, not feasible to implement in the near-
rm.

Would require complex design and legisl

ewhat exacerbated by ultimately arbitrary border

Has same fairness issues as exi %
issues.

A

W
ould effectively dolible charge for emissions impacts as there is existing pricing through the

Emissions Trading Scheme.

Annual licensing fee for bikes, e-scooters etc.

Workplace parking levy

Beneficiary
pays

Value capture / land value uplift

icult to enforce,scomplicated to implement (including how to treat vehicles used only off-
road).
equires people to take active steps to meet their obligations.
Difficult to design. Charges for parking on private land would not be considered proportionate to

. the costs imposed on the system.

Benefit allocation is very difficult. Relatively high administrative costs.

Betterment levies (i.e. targeted value capture
from a specific project)

Taxation

Hypothecation of other tax revenue (e.g. GST,
International Visitor Levy)

Import duties/tariffs (e.g. on vehicles or parts)

$S

Other new taxation tools (e.g. national
infrastructure levy, windfall taxes, stamp duty,
vacant land tax)

$S

Other

Data sale or monetisation (e.g. MVR)

Could be more efficient and fairer than other options. Design and implementation could be
challenging.

Depending on design, could be more or less efficient and fair — e.g. a stronger justification for
hypothecating International Visitor Levy for popular tourist routes than for other roads.

Note — only ranks well on efficiency in terms of ease of collection. Does not rank well in terms of
broader economic efficiency.

Would have implications for broader economy, trade obligations and consumer welfare.

Could conflict with other government priorities. Would also face challenging decisions around
whether to use this revenue for transport or other expenditure priorities.

May run up against privacy issues. Would typically provide upfront revenue rather than an
ongoing revenue stream, and may have continuing licensing costs.

Sale or lease of development/air rights

Land acquisition, up-zoning and resale

N/A

Crowd-sourced infrastructure micro-
investments/fundraising

N/A
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30 May 2025 0C250462
Hon Chris Bishop Action required by:
Minister of Transport Tuesday, 3 June 2025

DRAFT CABINET PAPER: NEXT STEPS IN TRANSITIONING ALL VEHICLES TO
ROAD USER CHARGES

Purpose

This briefing provides you with a draft Cabinet paper seeking agreement to a plan.,to move the
vehicle fleet to a modernised road user charges (RUC) system.

Key points

. You have indicated that your priority for the. RUC'System iis to get the system settings right
before progressing with the fleetwide transition.

° The attached draft Cabinet paper’seeks Cabinet’s'agréement to an overarching transition
plan in which:

O Initial changes to'sdpport the-trafisition to RUC are §'9(2)(f)(iV)

» \O L\ )
/Yy
A V.

0 ouwill repart back to Cabinet in August 2025 seeking legislative amendment to
dddress the.mostimmediate barriers in the RUC system to efficiency and competitive
technoloegical solutions to provide an update on progress and the next phase of the
transition.
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Recommendations

We recommend you:

1 agree to the overarching RUC transition approach outlined in the attached draft Cabinet

paper — focusing on moving to a modernised system before transitioning the remaining Yes /No

fleet

2 agree, subject to your changes, to commence departmental and Ministerial consultation

on the draft Cabinet paper. Yes / No

RV

TS
Anna Wilson-Farrell Hon Chris Bis W \
Director - Revenue, Sector Strategy Minister rt &

30/05 /2025 e [N C)

Minister’s office to complete: “ Approved N De%:l

" Seen by Mi Oi Not seen by Minister
. Ovch@% eve&\

Comments Q
S

S

S

Contacts

Paul O'(&A, Deputy Chief Executive, Sector Strategy
Anna @ arrell, Director — Revenue, Sector Strategy
A4

Telephone First contact
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DRAFT CABINET PAPER: NEXT STEPS IN TRANSITIONING TO ROAD USER
CHARGES

The attached Cabinet paper sets out a pathway to transition to fleetwide RUC

1

The National-ACT coalition agreement includes a commitment to “Work to replace fuel
excise taxes with electronic road user charging for all vehicles, starting with electric vehicles”.

In July 2024, Cabinet agreed to a Land Transport Revenue Action Plan, including “to work to
transition all light vehicles from fuel excise to the road user charges system” and noted April
2027 as a target date to initiate the transition (CBC-24-MIN-0063 refers).

You have indicated you want to prioritise getting RUC system settings right over the pace
of the transition

To meet a 2027 transition date, you would be limited in thé changes you®€an make to the
existing RUC system. The tight timeframe and significant task of shifting\3.5/million vehicles
poses delivery risks and would mean transitioning véhicle owners to\adargely manual system,
with NZTA as the primary RUC retailer.

Instead, you have indicated you would prefer to take steps to enable competitive
technological solutions within the existing,system and then move the remaining fleet to RUC
over time as technology and process changes improve the customer experience and lower
the cost of collection.

The attached Cabinet paper,outlinés a trafisition pathway that would focus first on
addressing the most immediate barriersto competition and efficiency.

The paper proposés that you report back to Cabinet in August 2025 seeking approval to
amend legislation to,address immediate barriers to competitive technological solutions. Our
Request forInform@tion precess in late 2024 highlighted these exist and need addressing to
enable a'eompetitive, RUC retail market. Based on work to date, we consider the most critical
actions'réquired throughdegislation are:

e removing the need to carry and display labels — prescriptive legislative requirements
mean Users-Need either a label or a screen capable of displaying a label, which is a barrier
to‘apyone other than NZTA retailing RUC

e ‘modernising electronic device requirements — existing legislative requirements,
regulation, and an NZTA-issued Code of Practice are barriers to the use of competitive
technological solutions, result in high-cost devices, and prevent market participants
utilising more efficient solutions (such as use of in-vehicle telematics)

e ensuring appropriate RUC retail market settings — ensuring a competitive playing field
so providers can compete fairly and offer flexibility in the way they sell RUC (for example,
as part of other packages, or utility-style bundling)

IN CONFIDENCE
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e broadening the potential for alternative payment schemes — enabling the market to
offer account management solutions to road users rather than all RUC purchases being
facilitated through NZTA.

In addition to the above critical improvements, and subject to likely cost and impacts, the
legislative vehicle provides an opportunity to also progress legislative change that improve
the existing system.

These changes would be followed by further Cabinet decisions and legislation in future to
enable the transition. The Cabinet paper proposes that your August paper also updates
Cabinet on progress and the next stage of the transition plan.

Decisions still need to be made about the date for transition (which could include hav%L

hard switchover date). We will provide further advice in August. @ q

Changes to the RUC system can take steps in the right direction... @ &

Moving all vehicles to RUC will get achieve more transparent and fairer{pricing than in the
existing system, where most light vehicle owners pa Qﬂtise D as an
increasingly poor proxy for road use. Q

um t ;:electronic road pricing,
ctroni tail offerings.

The changes proposed above will also build
including supporting a competitive mar %

The RUC transition its ill also erate additional revenue; it will simply substitute

one revenue sou@ not ven the different cost to collect between RUC and FED
osts for Rué % for FED), a transition to the current system could come
ercosts to\ users (a deadweight loss to the economy). Ensuring a

rket when we transition will help reduce these costs.

(3% collectio
with muchdi
comp

Later this year @rovide further advice on transport funding and financing and how we
price, investiin a eliver roading infrastructure:
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Next steps

15 The Government’s quarter two action plan includes an action to “take Cabinet decisions on
the fleetwide transition to Road User Charges.”

16 To meet this deadline, we recommend the following timeline for the attached Cabinet paper:
Draft Cabinet paper provided to you Friday 30 May
Departmental and Ministerial consultation Tuesday 3 — Tuesday 10 June
Lodgement Thursday 12 June
Cabinet Business Committee (CBC) Monday 16 June
Cabinet Monday 23 June
17 We will work with NZTA over the next month to ensure we have confidence ahead of«your

August report back about likely costs, legislative requirements and implementation details.
For example, NZTA has a view of its internal operational requirements for,removing labels,
but further work is required to ensure NZ Police has necessary access to NZTA data to
continue RUC enforcement.

18 We will prepare further advice and regulatory impactdnalysiSitessupport you to seek detailed
policy decisions in order to issue drafting instructions.

19 To progress legislative changes S9@0&) Y * N\
% wepropose you seek the second set of
Cabinet decisions by 18 August; 2025 to allow time for drafting:

Draft Cabinet paper provided'to yod Wednesday 16 July

Feedback to officials Monday 21 July

Updated draft pravided to you Wednesday 23 July
Departmental‘and Ministerialreensultation Monday 28 July — Friday 1 August
Lodgement Thursday 7 August
Cabinetg&conomic PolicwCammittee (ECO) Wednesday 13 August

Cabinet Monday 18 August

Drafting insttuctions issued Week commencing 18 August
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Document 40

13 June 2025 0C250534
Hon Chris Bishop Action required by:
Minister of Transport Thursday, 19 June 2025

UPDATED DRAFT CABINET PAPER ON RUC TRANSITION

Purpose

This briefing attaches a revised draft of the road user charges (RUC) transition Cabinet paper
following departmental and Ministerial consultation.

Key points

e We have completed departmental consultation on the draft Cabinet paper! An updated version
which reflects this feedback is attached.

e Most departments generally supported the draft paper, and we have'made minor changes to
reflect some feedback.

e The main substantive changes we propose are\torespand,to feedback from Ministerial
consultation, including:

0 presenting three broad pathways for'transitiening to RUC (responding to feedback seeking a
clearer narrative)

0 comments on the potentialfor the use of in-vehicle technology for new vehicles (responding
to feedback relating/to greater ambition in mandating certain technology)

0 inclusion of five key principlesito guide the transition and next steps.

e We have ineluded detail.onthree possible pathways for the transition to RUC, and the rationale
for Pathway 2 — the'recommended approach.
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Recommendations

We recommend you:

1 provide feedback on the updated draft Cabinet paper

2 agree to lodge the Cabinet paper by 10:00am Thursday 19 June 2025 for consideration by
the Cabinet Economic Policy Committee on 25 June 2025. Yes / No

Anna Wilson-Farrell
Director - Revenue

13 /June /2025

Minister’s office to complete: [ Approved Q
r

O Seen b@

S\
Comments oj</ Q~®

Contacts

Telephone First contact

Anna Wilson-Farrell, Director - Revenue

Matthew Skinner, Manager - RUC Transition
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UPDATED DRAFT CABINET PAPER ON RUC TRANSITION

An updated version of the road user charges (RUC) transition Cabinet paper is attached,
reflecting feedback from departmental and Ministerial consultation, which took place
between 5 and 10 June 2025.

Departmental consultation

2

From departments, we received the following feedback and have made small corresponding
amendments to the paper:

2.1

2.2

2.3

2.4

2.5

2.6

2.7

Treasury: Supported the paper being clear that the shift to RUC will not necessarily
increase revenue but is primarily about addressing fairness among road users (as
efficient vehicles currently pay less fuel excise duty). They viewed the proposals;
aimed at boosting competition and efficiency in the RUGretail/market,/as,sensible
“no regrets” changes.

Infrastructure Commission: While supportingthe RUCtransition, the Commission
suggested broadening the paper's scope. Theyshighlighted'the.need to address
potential revenue risks, improve enforcement,analyséprivate versus public e-RUC
cost-effectiveness, clarify the retail ndarket, and emphasise the "manual” RUC
system's ongoing importance. Thesepoints will be picked up in the next stage of
work and on the August 2025 Cabinet paper.

New Zealand Transport/Agency (NZTA):; Suiggested clarity about what is meant by
the "manual” description of/its RUC system, wanted stronger acknowledgement of
revenue risks, and sedght claritysomtheir future RUC sales role and the competitive
retail market plan®We have.adjdsted the reference to its system (“largely manual”)
and emphasis€dhthe revenue risk more strongly.

Ministry of Business,\Innovation and Employment (Fuel Markets): Noted its
préference for Custems to continue collecting the Petrol and Engine Fuel
Monitoring Levy (a'separate levy included in the cost of fuel) despite the RUC shift.
NG"changes aresequired to address this.

Inland Revenue: Sought clarification on a comment implying government
inefficiency in tax collection. We have confirmed the paper is clear that it is
referring to market structures and retail, not tax collection broadly, and the
wording does not require changes.

Ministry of Social Development (Office for Seniors): Noted that changes could
benefit older people with less fuel-efficient cars who drive less but stressed the
need for clear communication and easy processes. No changes are required to

address this.

Office of the Privacy Commissioner: While offering no immediate feedback,
stressed the importance of safeguarding privacy as the market develops. We will
continue to engage with the Office.
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Updates from Ministerial consultation

3

We have also updated the paper to reflect comments passed on by your Office as set out
below.

Including principles for the next stages of the work programme

4

Feedback suggested including overarching principles to guide the work programme. As we
progress towards the August 2025 Cabinet report back, the principles will support us to
ensure that legislative proposals and policy direction reflect Government priorities. We have
included five principles in the paper, which are consistent with both the feedback from your
Office, and the work the Ministry and NZTA have been doing. These principles are descrilded
in more detail in the Cabinet paper, and are summarised below:

4.1 End-user focus: Changes to the RUC system should considerend user satisfaction,
including aspects such as cost, ease of use, and privaey.

4.2 Revenue protection: Changes should aim to minimise revenué leakage and ensure
effective sanctions against evasion.

4.3 Future-proofing: Regulatory settings should have the.flexibility to enable integrated
road pricing in the future, includingitime and location:

4.4 Market-led solutions: The system,settingsshould,enable retail service providers to
compete and innovate.

4.5 Rapid results: Improvements shodld.be expedited, aiming to take clear and rapid
steps towards fleetwide’RUC,Halancing the achievability of implementation.

Presenting a clear roadmap.

5 Additional clarity was’sought onimilestones. We have amended the Cabinet paper to provide
a clearer pathwaystowards\a transition and an explicit recommendation that you report back
in August'2025‘with greater detail on policy proposals and milestones on the preferred
Pathway.

6 To prepare the August report back to Cabinet, we will provide you with advice in July 2025,
and anyadditienal changes will be considered as part of the August 2025 Cabinet paper. In
preparing this advice, we will continue to work with NZTA on the expected costs and delivery
timeline.

Other changes

Detail on transition pathways, and the preferred approach

7

At the Officials’ Meeting on Wednesday 28 May 2025 you indicated that your priority for the
RUC system is to get the system settings right before progressing with the fleetwide
transition. Your preference was to take steps to enable competitive technological solutions
within the existing system and then move the remaining fleet to RUC over time as technology
and process changes improve the customer experience and lower the cost of collection.
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We have incorporated more content about the potential pathways for the RUC transition and
the rationale for this approach (Pathway 2) which is the recommended pathway in the
Cabinet paper. Each Pathway has different implications for the timeline and alignment with
the guiding principles. Annex 1 provides more detailed analysis of each pathway against the
principles.

8.1

8.2

8.3

Pathway 1 - rapid 2027 transition to the current system: This pathway enables a
swift shift to the existing system by 2027, aligning with the Government's
commitment to immediate action. It uses the current, largely manual RUC system,
offering speed and decisiveness. However, this means moving to a system with
limited upgrades, relying heavily on active user compliance to guarantee revenue.
NZTA would retain a dominant retail role, potentially leaving limited opportunity for
innovative, market-led retail solutions.

Pathway 2 - future-proofing and market-led transition:\This pathway is'foctiSed on
modernising the RUC system and developing a competitive'retail market for RUC
over 2025-2027, with a commitment to transition as\soon as the market is ready. It
aims for a user-friendly and potentially cost-effective system,'competition among
providers and encourages innovative electronic solutions. It rélies on a competitive
RUC retail market emerging. While we knew there is interest from companies,
there is a risk that if the market doesinot develop,.the transition could be delayed.

Pathway 3 - natural fleet transition to RUC:’This pathway also focuses on initial
modernisation of the RUC system, but with ne. commitment of a hard switchover
date. This allows for a gradual RUC transition as electric vehicle uptake increases,
with petrol vehicles contributing via exeise duty for a longer period. This approach
offers a less disruptive transition‘fompetrol vehicle owners than an immediate shift.
However, its extended timeline{means the fleet’s transition to RUC would be
delayed, leading*to a portion of the fleet under-contributing through excise duty for
many yéars” It'also delays the full application of a "user pays" system for road
funding. This appreachywould allow for incremental improvements to be made to
the RUCGSystem oventime (including the development of a retail market), but not
necessarilyawith the pace envisaged by pathway 2 due to the smaller market scale.

The Cabinet paper recommends Pathway 2: "future-proofing and market-led transition". By

doing this, it implicitly rejects the "2027 transition" (expanding the current manual system)

due to its risk:*Meanwhile, the "fleet composition" pathway (Pathway 3) is too slow to meet
stated government commitments for a full transition.

Exploreloptiens for changing standards to better enable in-vehicle technological solutions

10

11

Your office also asked us to include material in the Cabinet paper explorings 9@2){H(v)
of in-vehicle technology for new vehicles (which is installed, but in some cases not
enabled, in most new vehicles imported to New Zealand since 2018).

We have updated the Cabinet paper to note that officials will explore the feasibility of
adapting vehicle regulatory standards to ensure this technology is available for electronic

RUC (eRUC) purposes. 5 9@2)H(iv)
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Annex 1: Analysis of the guiding principles and indicative pathways for transition of the fleet to RUC

Principle Pathway 1: rapid 2027 transition to the Pathway 2: enable the market, then transition Pathway 3: gradual transition through
current system changes in.the fleet composition

Transition | Immediate focus to transition all petrol Immediate focus to reform the system to open’it Immediatefocus to improve the system to

approach | vehicles to the current largely manual RUC | up to new technological solutions and competitive” | open itupto new options, and competitive
system, with minor system improvements. | retail. Future consideration of moving petrol fetail. Once there is a wide range of eRUC
Future decisions for a move towards vehicles to RUC once the market can provide for options, the Government could consider
market-provided solutions and eRUC the transition. progressing a transition.
mandates as the market develops.

End user - ++ +

focus Likely a poor end-user service due to Aims for a better end-usér expéefrience through Simple for users as they continue to pay
reliance on manual system and limited moving only when therezare’reasonable through excise duty. Reliance on the current
innovation, potentially leading to higher competitive technological solutions,available system reduces fairness, and may limit
ongoing costs for users. through the market. potential to achieve future improved service

and cost efficiency.

Revenue - ++ +

protection | High revenue leakage risks due to heavy Aim's to.deliver rebust.revenue protection through | Limited risk of revenue loss, but would
reliance on a largely manual system, advaneéd, competitive solutions, mitigating long- require progressively larger increases to
odometer readings, and limited roadside term risks/assoeiated with a less efficient system. excise duty to reflect improving fuel
enforcement. economy.

Future - ++ -—

proofing Existing system inefficiencies, limiting Creates a flexible legislative framework capable of | Does not build a system for integrated road
flexibility for road pricing (congestion supporting integrated road pricing (time, location, | pricing. It is a passive approach that leaves
charging, time/location-based pricing) etc) and accommodating future technological the underlying system unchanged, meaning
beyond distance and weight. advancements, moving towards a truly future- future work would still be required for

proofed system. advanced pricing.
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Principle Pathway 1: rapid 2027 transition to the Pathway 2: enable the market, then transition Pathway 3: gradual transition through
current system changes in the fleet composition
Market- - ++ +
led Over-reliance on NZTA as a dominant Explicitly focuses on enabling a competitive RUC Provides some,progress toward market
solutions | provider to enable a fast transition limits retail market by removing regulatory barriersand provision, but this may be limited by the
private sector competition and innovation. | fostering private sector innovation and smallenscale of the existing RUC fleet and
competition in service delivery. unclear timeframes for expansion.
Rapid ++ - -
results Provides a fast transition to RUC for most The full fleet transition will only©ceur.once the Will take a long time as it relies on the
vehicles by 2027 market is established, likely ihvelving a multi-year | gradual turnover of the vehicle fleet.
process. However, it aims fonfaster long=terim
progress towards a better'system.
Key
++ Option strongly achieves principle
+ Option demonstrates progress towards principle

- Option counter to principle
-- Option strongly counter to principle

Cabinet paper refused under section 18(d). The paperfs publicly available here:
https://www.transport.govt.nz/assets/Uploads/Transgitioning-to-Road-User-Charges_-Initial-Decisions_Redacted.pdf
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IN CONFIDENCE Document 42

3 July 2025 0C250574
Hon Chris Bishop Action required by:
Minister of Transport Monday, 7 July 2025

DRAFT CABINET PAPER: MODERNISING THE ROAD USER CHARGES SYSTEM

Purpose

The briefing provides you with a draft Cabinet paper seeking policy decisions @’ modernising road
user charging.

Key points

° The attached draft Cabinet paper seeks policy decisions/on legislative'changes to modernise
the road user charges (RUC) system.

° As set out in your June Cabinet paper, theypreposalsfocus,on enabling low-cost technological
solutions, fostering a competitive market and future-preofing the legislative framework to
move towards more accurate and integrated readypricing in the future.

. We expect the changes outlined in'the paperto be implemented by the end of 2026. At this
point, key regulatory barrietrs will be.remaved, enabling the RUC retail market for light
vehicles to be established:

. We propose yeu repoft back to'Cabinet by June 2027 with an update on implementation, an
outline of marketidevelopment in response to the changes, and next steps to transition the
remainingfleet'to RUC.

. You have indicatedyou plan to announce these changes at the Building Nations conference
(6—7 August2025).*To do so, this paper will need to be lodged by 24 July 2025 for Cabinet
Economic Peliey’Committee consideration on 30 July 2025.
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Recommendations

We recommend you:

1 provide your feedback on the attached draft Cabinet paper

2 agree, subject to changes to address your feedback, to commence departmental and Yes / No

Ministerial consultation on the draft Cabinet paper on Tuesday 8 July.

Anna Wilson-Farrell Hon Chris Bishop,
Director — Revenue Minister of rt

03/June/2025 /« . &
Minister’s office to complete: [ Approved Q‘ O I%Ca)
[ Seen by Mi@@ éot seen by Minister
O Over ven \O
Comments 6 &

)
N

Telephone First contact

Anna Wilson-Farrell, Director - Revenue

Matthew Skinner, Manager, RUC Transition
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DRAFT CABINET PAPER: MODERNISING THE ROAD USER CHARGES SYSTEM

Cabinet has agreed to focus on improvements to the RUC system ahead of transitioning
the remaining fleet

1 The transition pathway will start with system changes that enable a market-led and
technologically enabled RUC system [EXP-25-MIN-0053 refers].

2 We expect this approach to enable more options and an overall better experience for users.
However, it relies on the emergence of a competitive RUC retail market, which may take time
to establish and mature.

The attached paper seeks Cabinet decisions that will enable legislative drafting

3 From our discussion at the Transport officials’ meeting on Monday 23 June 2025, we
understand that you are comfortable with not setting a transition‘date for theypetrol fleet.
The transition will be considered once the market has responded to legislative changes,
which will offer options for light vehicle users to conveniéntly pay RUC

4 The Cabinet paper provides details on the complexityvdnd scale-efithe change in transitioning
the fleet. Rather than providing a detailed transitioh pathway)the Cabinet paper outlines the
next steps toward improving the system

5 The draft Cabinet paper, summarised in the below'table, sets out policy changes for Cabinet

consideration in August 2025 PN ~ \\

N2 A
Table 1: Specific legislative praposaissfor Cabinet consideration
Objective Specific proposals Rationale
1) Remove alf requirement® | Requirements to display or carry physical and electronic
to.displéy, carryror RUC licences create costs (printing, posting and requiring
Brodlce RUC licentes. eRUC devices to have electronic screens to display digital
versions). While these requirements allow enforcement
officers to verify licensing status on the roadside
immediately, technology carried by the Police can
Enabling potentially provide real-time verification capabilities,
low-cost reducing the need for physical labels.
technological . . -
solutions 2) Remove the requirement | Current requirements centre around prescriptive

that electronic distance
recorders must be
provided by electronic
system providers

definitions and require separate electronic distance
recorders to be installed by the electronic system provider.
Originally designed to prevent evasion and ensure robust
distance tracking, the requirements prevent the use of new
and less costly technology for RUC purposes (which is built
into most new vehicles).
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3) Clarify roles and NZTA both retails (sells) road user charges and regulates
functions, including the system. Third parties interested in retailing RUC
creating a separate role expressed concerns that this dual role is unfair and stifles
of RUC Customer competition by discouraging new businesses from entering
Services Provider the RUC retail market. In line with the objective to let the

market lead on RUC retail, this proposal will separate the
RUC customer service role and functions from the RUC
Collector’s other functions.

4) Enable the RUC Collector | Under the current regulatory framework, the RUC Collector
to approve RUC has significant discretion around the process and approval
Customer Services of RUC retail providers. This highlights a conflict in which
Providers as part of its NZTA is both a retailer of RUC and has discretion around
regulatory role the regulation of other retailers.

Enabling a 5) Enable the RUC Collector | While the retail market is developing, it will still be
competitive to appoint the NZTAasa | necessary for NZTA to sell RUC licenges to users directly.
market RUC Customer Services The proposal aims to ensure that NZTA does notthave any
Provider, on the same unfair competitive advantage ovenother providers.
basis as other providers

6) Broaden the scope for The current regulatéty framework allews for alternative
alternative payment payment schemes‘that Were envisioned to enable
schemes to be offered by | operators to paystheir RUC in different ways — e.g. through
a RUC Customer Services | post-payméntyplans. To datexnone have been established,
Provider which we understandgfeflects a lack of demand for such

optionssamong heayywehicle operators able to meet the
requirement fopdzehicles to be fitted with electronic
distance recorders:
This propesaliwould remove this requirement, allowing for
a broader tange of low-cost alternative payment schemes
to potentially operate.
Future- 7) Enable the RUCCollector 4=Fhiswill enable providers of alternative payment schemes
proofing the to collect otherland to bundle together different land transport charges that are
RUC Act to transporteharges (e.g. €nabled through other legislation (e.g. time of use and
enable more time of usefand tolling tolling charges). It makes it easier for users, and potentially
accurate and charges)’in conjunction paves the way towards more efficient pricing in future.
integrated with,RUC
road pricing
in the future

Implementation\costs

6 Implementing these changes will result in costs for NZTA and NZ Police.

6.1

6.2

NZTA estimates it will cost approximately $S4 million to develop alternative systems for
users, including digital RUC licences to replace physical labels. This cost covers system
design, development and supporting infrastructure.

NZTA's cost estimate includes development of a data feed to enable real-time access
to RUC data, but additional work would be needed to enable enforcement officers to
access real-time data on the roadside. We are working with NZ Police to determine the
benefits of this (as opposed to using the existing approach, where RUC licence data is
up to 24 hours old), and implementation costs and timeframes. Once confirmed, we

will provide further advice on potential funding options, including through the Road
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Policing Investment Programme, which is paid for from the National Land Transport
Fund.

7 NZTA is developing a funding proposal for implementation activities to enable the market
and make amendments to its system. We will provide advice on funding options shortly.
Under section 9(2)(b) of the Land Transport Management Act, the Ministers of Transport and
Finance can jointly approve using land transport revenue to fund “activities carried out by
the Ministry or the Agency that are related to the protection of the land transport revenue
base and the maintenance of the integrity of the revenue system.”

The Cabinet paper outlines implementation timelines, with a report-back in 2027 (L

8 Assuming legislation passes by July 2026, we expect changes to Regulations and th
Practice for market participants to be implemented by the end of %ubject
consultation and development timeframes. Once the Act is passe egulato rriers
will be removed, enabling the RUC retail market to estabhs&

9 To better understand the likely market response and rames, t t paper
proposes a Request for Information (RFI) process r arallel to t |sIat|ve process.
10 We have proposed you report back to Cabme 20 update covering:
e progress to implement regulato operjq nges to modernise the system

e market developmentinr nse tot es?mges including feedback received
through the RFI %
e recfoil

nforc

e nextstepstoint g fleet to RUC, including the transition approach

and complian
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This paper will need to I?g'ed bQ for Cabinet committee consideration

12 The detailed @ (o] fi{@v lodge this paper is as follows:

Your f% vrov@ed t(kf‘ficials Monday 7 July
Your Office will recei n updated Cabinet Monday 7 July (5pm)
paper (to rgl.eN dback)
Deparde Ministerial consultation Tuesday 8 — Wednesday 16 July
Po %ukation advice and final draft to you Friday 18 July
;‘Q\Ai;isterial feedback Monday 21 July

ugement Thursday 24 July
Cabinet Economic Policy Committee (ECO) Wednesday 30 July
Cabinet Monday 4 August
Building Nations conference Wednesday 6 — Thursday 7 August
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IN CONFIDENCE

16 July 2025 0C250619
Hon Chris Bishop Action required by:
Minister of Transport Thursday, 17 July 2025

UPDATED DRAFT CABINET PAPER: MODERNISING THE SYSTEM
AND PREPARING FOR THE FLEETWIDE TRANSITION

Purpose

This briefing provides a revised Cabinet paper seeking policy decisions to moderhise the road user
charges (RUC) system, following Ministerial and departmental consultatién. Also in€luded are talking
points for Cabinet Committee and an updated Regulatory Impact Statement (RIS).

Key points

e The attached draft Cabinet paper has been amended\to reflect comments received from
Ministerial and departmental consultation. Feedback receivedand the changes made to address
the feedback are set out in Annex 1. The substantive changes to the paper since the previous
version are:

0 updates, particularly to thé executivessummary, to outline a long-term vision for the
land transport revenue’system, emphasising that the proposed changes lay the
groundwork for thesfuttre.

O updates to address a Treasury,comment on how the implementation costs ($4 million)
will befunded?We afe currently working with the New Zealand Transport Agency
(NZFA)o explore whether internal reprioritisation is possible. Should it become
apparent that.thisis siot feasible, Ministers could consider allocating funding under
section 9(2),ofithe’'Land Transport Management Act.

0 amendments to the Financial Implications section outline further work with Police and
the NZTA to explore a range of low/no-cost options to enable enforcement once
physical licences are removed (we will provide you further advice on this in due course).

O /additional references to the importance of continuously safeguarding user privacy,
which will be a focus area in the market engagement exercise, including whether
safeguards may be needed in secondary legislation.

e The Minister of Finance’s Office provided the same feedback as the Treasury as part of
Ministerial consultation, and the amendments to the paper reflect those comments. No other
Ministerial feedback was received.
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Recommendations

We recommend you:

1 agree to lodge the Cabinet paper by 10:00am on Thursday 17 July 2025 for consideration

by the Cabinet Economic Policy Committee on Wednesday 23 July 2025. Yes / No
Anna Wilson-Farrell Hon Chris Bishop
Director - Revenue Minister of Transport
16 /July /2025 . /

...... /e %L
Minister’s office to complete: " Approved @é \

“ Seen by Minister & Not s@inister

" Overtaken by eVQQ ?\
Comments Q

Contacts

\ Telephone First contact
Anna Wilson-Farrell, Director - Revenue _

Matthew Skinner, Manager RUC Transition

Cabinet Paper refused under section 18(d). The paper is publicly available here:
https://www.transport.govt.nz/assets/Uploads/RUC-RIS-updated.pdf
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Annex 1: Feedback from departmental consultation

The Treasury
(the same
feedback was
also provided
by the
Minister of
Finance’s
Office)

New Zealand
Transport
Agency
(NZTA)

Ministry for
Regulation

Office of the
Privacy
Commissioner

New Zealand
Police

Infrastructtire
Commission

Concerns that these “low regrets” changes
might pre-empt broader policy decisions
on the land transport revenue system,
which are yet to be finalised by Cabinet.
Additionally, the Treasury highlighted an
immediate $4 million implementation cost
for these changes, with no clear funding
plan, and signalled further significant costs
for a full fleetwide transition.

Clarifications and small corrections.

NZTA sought to include detail in the

financial implications section on the

funding required for:

e revenue integrity in a modernised
system

e developing a Targeted Operating
Model

e abusiness case for investment.

Ensuring sufficient safeguards to ensure

consumer protection and competition.

Considering the ongoing need for{NZTAyas

a RUC retailer once market is establishéd.

Need for further analysis\of prfivacy sisks
and options to mitigatethem. Concerhs
about potential Privacyimplicationsifor
use of on-board véhicle telematies.and
cheaper optighs for electronic distance
recording.

Rémoval'of the require?nent to display

RUC licences.will'mean that Police at the

roadsidewwill\néed direct access to NZTA-
held RUC details. Further work is required
to eonfirm'the options and determine the
next steps.

Queried the financial implications of
transitioning the full fleet to RUC
(specifically requesting greater cost
analysis, particularly regarding
assumptions and economies of scale). Also
sought clarity on implications of removing
excise for funding recreational boating,
recreational aviation and search and
rescue.

We have updated the paper, particularly the executive
summary, to outline a long-term vision for the land
transport revenue system. The proposed changes are
designed to be "no regrets" that will help lay the
groundwork for the future system. We are currently
working on funding for immediate implementation.
Should NZTA be able to clearly show it cannot fund the
work through back-office reprioritisation, we will
provide advice on whether the Minister of Finance and
the Minister of Transport should consider allocating
funds through section 9(2) of the Land Transport
Management Act. Y
Technical wording chanhges to the paper, as'well as
financial implicatians;fiave been clarifiedsWe have
noted the potentialfunding requirement. However, we
do not propgse tovinclude the'specific detail of the work
NZTA is doing te,build its'case for funding, as this will be
covered in future adyice to you and the Minister of
Financefon the NZTAfunding bid under section 9 of the
LandTransport Management Act 2003 if this required.

This will Be a foctis of the market engagement process,
and wewill.discuss competition policy implications with
the’Gommerce Commission and the Ministry of
Business, Innovation and Employment. There will be
opportunities to address these comments through
implementation and in secondary legislation.

The Road User Charges Act 2012 has existing safeguards
for privacy and data security. We have clarified
throughout the paper that privacy and data security will
be an issue to explore through the market engagement
and implementation processes, to ensure appropriate
safeguards are in secondary legislation if required (and
the Code of Practice).

The text in the Financial Implications section now
reflects these comments. We note that current Police
enforcement of RUC is relatively limited (5,000—-7,000
infringements per year). We will work with the NZ Police
and NZTA to identify low or no-cost options to ensure
ongoing enforcement activity following implementation.
There will also be further opportunities as we prepare
for the transition to ensure we have effective tools to
increase RUC compliance.

Clarified financial implications relate to the regulatory
changes proposed (removing physical licenses), not
broader costs of fully transitioning the fleet. Clarified
other text to address the comment.

Inland Revenue Department, Ministry of Justice, Ministry of Business Innovation and Employment (Fuel
Markets and ACC policy), and Customs were consulted and provided no substantive comments.
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Document 46

AIDE MEMOIRE

22 July 2025 0C250569

Hon Chris Bishop
Minister of Transport

AIDE MEMOIRE: BACKGROUND AND CURRENT STATE OF ROAD USER
CHARGING POLICIES AND TECHNOLOGIES

Purpose

1 This aide memoire outlines various road user chargingsolicies in place or.béing considered
overseas and the technologies being developed to support those policies.

New Zealand’s established road user charges systemvhas been world leading, but is outdated

2 New Zealand stands out globally with axawell-established nationwide distance and weight-
based road user charges (RUC) system. This systemsapplies to all heavy vehicles and more
than a million light vehicles, in€luding all light eleetric vehicles. Most other countries rely on a
combination of fuel taxes and'anntal licensing,fees for electric, diesel and heavy vehicles,
making our system uniqueWhile the-existing RUC system provided a straightforward step to
bring electric vehicles antesRUC, the current set-up of the RUC system is outdated.

3 You have expressediinterest.in using existing in-vehicle technology to support the fleet's
transition t6 RUG:

There are limited electronic'RUC solutions currently available in New Zealand

4 Requirements for entry and approval of electronic systems providers are set out in
legislatiom;, regulations, and the New Zealand Transport Agency (NZTA) eRUC code of
practice. There are broadly two solutions currently used in New Zealand:

° Electronic RUC (eRUC) involves an on-board unit (OBU) installed into a vehicle,
recording distance and usually location. RUC purchasing processes are typically
coupled with other fleet management features, attracting mostly commercial heavy
vehicle operators. These systems enable (but do not require) automatic RUC
purchasing. There are three eRUC providers (EROAD, Navman, and PicoByte).

. Electronically assisted RUC (eaRUC) is not regulated by the code of practice and does
not automate any purchases. Instead, it is a digital display in the vehicle and sends a
notification when the RUC licence is close to expiry, based on odometer readings

IN CONFIDENCE
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entered on a phone app by the operator. There is one eaRUC provider (MyRUC,
offered by PicoByte).

Manufacturer-installed technology has developed to a point where it can perform the same
functions as an on-board unit but does not require the installation of a separate device

NZTA’s trial suggested using manufacturer-installed technology for RUC is feasible in New Zealand

NZTA has recently carried out a proof-of-concept trial to assess the merits of manufacturer-
provided technology as a solution for RUC. It worked with Australian company Compass IOT.

Compass IOT is a data aggregator. It collects data on behalf of multiple vehicle
manufacturers. The data collected concerns where people drive and at what speedsusing a
feed from the vehicle’s on-board telematic control unit.

Initial findings from this trial suggest the use of in-vehicle teehnology is a féasible potential
RUC option, once legislative barriers to its use are addressed.

Although it is feasible, it is reliant on the cooperatioh of‘manufacturers, including their
willingness to install and enable the tech in New.Zealand vehicles, The onboarding processes,
security and privacy protocols all vary betweemnbrands, which may pose challenges for RUC
retailers. Work would need to be done toensute vehiclesiare equipped with the right
features to connect to New Zealand frequencies.

Overall, no single technology dominates road usercharging, and no jurisdiction currently
widely uses in-built in-vehicle/technelogy forRUCuUrposes.

The inclusion of mandated features«aight open‘the door for broader use of manufacturer-installed
technology

10

11

12

There is currently limited inééntive for vehicle manufacturers to include, enable or share in-
vehicle techp6logy and the data it generates outside of its own services. As a technology
taker, there.may be limited potential for New Zealand to influence the expansion of in-
vehicle tech. Howeverpas the technology develops and is mandated elsewhere, it may
become moreecommonplace.

For examplejeCall is an automatic emergency calling system mandatory for all new cars in
the European Union (since 2018). If a vehicle is detected to be in a serious crash, it will
automatically connect the passengers to the nearest emergency response centre. Location,
time of accident, and VIN are sent to emergency services for assessment.

ANCAP, which crash tests vehicles to assess safety performance in Australia and New
Zealand, will start to include eCall as part of its safety rating methodology from next year.
This may eventually result in more manufacturers including in-vehicle technology.

IN CONFIDENCE
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Other jurisdictions have used technology for smarter and efficient road pricing schemes

13

14

From our review, no other country has mandated telematics functions or broad distance-
based road pricing for its entire vehicle fleet. However, there have been several trials of
technology or charging schemes, which are often undertaken without actual charging
occurring, or as an alternative to other fees such as annual licensing fees.

The following examples set out some of the developments internationally in relation to road
pricing policy, including how technology requirements or options are being used to assist the
policy direction.

Singapore is in the early stages of exploring the development of a distance-based charging schemé as
an expansion of its congestion charging scheme

15

16

17

18

19

Singapore has begun the roll-out of on-board units
(OBUs) that utilise Global Navigation Satellite
System (GNSS) technology in all vehicles.

At this time, the devices are being installed in

vehicles to replace the existing Electronic Road

Pricing (ERP) gantries, which are becoming

increasingly challenging to maintain and have been

in operation since 1998. The device is purpese=

built for Singapore, and the design and, roll;out

process began over 10 years ago, and is not yet complete.

The OBUs being installed in all véhicles recordslocation, time, and distance data, and provide
travel information directly to.drivers using/satellite technology. The OBU for cars and most
other vehicles has three,pieces: an d@ntenna, a processing unit, and an optional touchscreen
display.

While the primary purpose‘afthese OBUs is to replace gantries, Singapore is
also exploring their potential,for distance-based charging. Singapore ruled out
mobilelphones as charging devices due to the complexities of ensuring
consistent links between devices and vehicles.

The Singapote gavernment has stated that it has “no immediate plans to
impose/distance-based road pricing”, and any form of distance-based
charging'is "still several years away." The current priority is rolling out the
new System for its congestion charging scheme.
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Europe's approach to road user charging relies heavily on time-based vignettes

20

21

22

These traditional systems involve purchasing a physical sticker, valid
for a specific duration (from a few days to a year), which grants
unlimited travel (i.e. not distance-based) across a designated road
network during that period. The cost of these vignettes typically varies
based on time validity and vehicle category.

Vignette systems are evolving, particularly with their digitisation. E-
vignettes, purchased online, eliminate the need for manual
interventions or physical presence. Cameras on roads record vehicle
licence plates and cross-reference them with a central database to
enforce these digital passes.

Trials of RUC in Europe have often been an alternative (or a possible alternative),to'the
vignettes, where users can pay based on actual distance travelled rathef than a time-based
use fee.

Denmark has recently mandated a distance-based tax for heaviy vehicles

23

24

25

26

As of 1 January 2025, all heavy vehicles travellipgiin Defimark,are now subject to a distance-
based charge. This system replaces the traditional vignette“approach. GNSS equipment is
installed into the vehicle to collect chargesi€lectronically by an approved European Electronic
Toll Service (EETS) provider. This equipment must bé'switched on while driving on the Danish
roading network.

Vehicles that do not have thelinstalléd equipment’(likely to be those that don’t frequently
use Danish roads) must pdrchase’a route ticket before they use a specified route.

Charges are paid bytheroad user to,the to their service provider. The service provider passes
this on to a state-owned company for the purpose of collecting the toll and paying the
Customs and Tax Administration:

The heavyvehicle charges are relatively low compared to New Zealand RUC rates, and
Denmarkstill has a'digsel tax.

Iceland’s RUC system,involves a ‘utility-like’ billing approach and charges based on average odometer
readings

27

28

leeland began a distance-based RUC system for all light electric, hydrogen and plug-in hybrid
vehicles from 1 January 2024. They have plans to soon bring in diesel and petrol vehicles
onto the same system and remove fuel excise duty (and would be the first country in the
world to do so). They do not use eRUC technology, but have designed a system focused on
user experience, through their wider government app.

They have sought to make RUC like many utility payments, where the amount charged is
based on an estimate and paid monthly. Vehicle owners must log a reading at least once a
year but can self-submit every 30 days for more accurate billing. Readings can be submitted
via the app or taken at an annual inspection. Monthly estimates are based on the most
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recent two readings from the current vehicle owner. Where this is not applicable, the charge
is based on a general estimate of average driving.

The United States is investigating road user charging at both the federal and state levels through
various pilot programmes and optional schemes

29

30

31

32

Various US states have run schemes or pilots, including heavy vehicles, light vehicles, or both.
The technology used includes manual odometer readings, non-GPS telematics devices, and
GPS-enabled devices. Some programmes also allow photo uploads of odometers, due to the
challenge in integrating with existing in-vehicle manufacturer technology.

Several states (including Oregon, Virginia, Oklahoma Washington and Utah) have RUC
programmes for electric vehicles and fuel-efficient petrol vehicles. These programmes
typically allow vehicle owners to pay based on distance travelled, capped at an anntalflat
rate, as an alternative to their existing registration fee. Road users can choose toupload
odometer readings via a photo or by installing an on-board telematics device. The contractor
that administers many of the schemes (Emovis, discussed fufrtherbelow) offers the use of
manufacturer installed technology, OBUs, or manual distance readings.

Despite challenges with vehicle linkage and app opératioh, some states (such as Texas) are
trialling smartphones for RUC as a lower-cost alternative to installing OBUs in vehicles.
Automatic Number Plate Recognition (ANPR\is ‘eommonly used*for tolling, though is not yet
used for distance-based charging across any, networks. New.York City's charging programme,
for instance, uses RFID tags with ANPR\as ajbackup:

Hawaii implemented optional distance-based charging for electric vehicles on 1 July 2025. It
uses odometer readings takeh during an existing annual safety inspection. Although Hawaii
evaluated various methods fer measuringsrehicle distance, the current focus is on yearly
invoicing based on odémeter’photagraphsiuploaded to a system by vehicle inspectors. This
approach was chosen ta protect’userprivacy and lower administrative costs. By 1 July 2028,
all electric vehiclesWwill’be subjectito the scheme, with plans to include all light-duty vehicles
by 2033.

Several RUC trials have been.undertaken around the world

33

In April 2023; a private company initiated a pilot project in Esplugues de Llobregat, a
municipality in.Barcelona, Spain, to test a new satellite distance-based fee for managing
urban traffic demand using Global Navigation Satellite Systems (GNSS) technology.
Approximately 1,000 citizens participated in the two-month pilot. On-board units were
installed to determine the vehicle's real-time location. The system then calculated kilometres
driven, enabling distance-based calculations.

There are several companies with different business models and road pricing schemes

34

There are several companies that offer technology or approaches to support road pricing
policies. Most of these have been designed to support tolling or congestion charging
schemes, as these are more common internationally. Noting the general interest of other
jurisdictions towards moving to distance-based charging, many companies are developing
additional solutions.
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Those mentioned below represent a snapshot of the market based on different technologies
and services offered. The information is based on a combination of discussions we have had
with representatives of the companies, publicly available information, and submissions on
the Ministry’s Request for Information process last year. Of these solutions, few of them
would be viable under New Zealand’s current legislative framework for eRUC due to the
prescriptive device requirements.

Emovis is primarily a toll service provider that is increasingly providing RUC solutions. Emovis
is responsible for distance recording (which it supports via manufacturer-installed
technology, OBUs, smartphones and manual reporting), data processing, and user
support/management. It supported Oregon’s RUC scheme deployment in 2015 and is being
used in schemes and trials in Oklahoma, Virginia, Washington State, Utah, the UK and
Slovakia.

GoCarma is a US-based RUC provider that uses GNSS and a smartphopé app, eliminating the
need for an OBU. The company is currently focused on tolling and high“occupancy vehicle
lanes with innovative plans for RUC expansion. GoCarma has{developed teChnology that
would enable a user to connect their phone to a vehicle using Bluetooth, with charges
applied to the user’s account based on distance travelled/as detectedwiathe phone’s GPS.
The user would be prompted to take regular odométer photos (comhined with enforcement
via WOF inspection) to pick up distance travelled"'without thegphohe connected, and any non-
detected distance would be charged at a higherrate.

Be-Mobile developed the technology which supported the shift from vignette to a distance-
based charge for heavy vehicles in Denmark. ThetBe-Mobile Toll Control Centre uses a digital
road map of the Danish road network'to receive,and process the data from OBUs in heavy
vehicles to calculate charges@nd créate the'billing details. Services like Be-Mobile are
contracted by Toll Service'Providers to forovide software that positions vehicles on the road
network based on datasfrom-OBUs to calculate a charge.

ClearRoad has developed an appiéhat enables RUC services and supports data from
smartphones, manufacturersinstalled technology, and odometer images. The data collected
is used to preVide an account management service for various road pricing schemes, with
compatibility to work'with,any pre-existing billing system.

Geotoll uses GNSS and a smartphone app which can be paired with manufacturer-installed
technology or separate OBUs. Their app offers different distance recording options based on
different levels of needs. Solutions include odometer photos with no vehicle tracking, an app
thattracks anonymised trip data, automatic reporting of anonymised in-vehicle telematics,
or-an‘OBU that does the same thing. The data that is collected through the app does not
leave the owner’s device.

Contacts

Anna Wilson-Farrell, Director - Revenue

s 9@ v

Matt Skinner, Manager, RUC Transition
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BRIEFING
30 July 2025 0C250662
Hon Chris Bishop Action required by:
Minister of Transport Tuesday, 5 August 2025

PROACTIVE RELEASE OF ROAD USER CHARGES MATERIAL

Purpose

Seeking your approval to release two Cabinet papers (and minutes) relatifig te transitioning the fleet
to road user charges.

Number of papers  Six documents — comprising Cabinet papers and minutes

Deadline Tuesday 5 August (for the documents'tosbe released the next day following
your announcement at Building Nations on \Wednesday 6 August).

Risks Releasing the papers may,raise questions, abodt the decision to move away
from a 2027 transitiontdatey We will provide questions and answers to assist
the Office prior tothe reléase of theypapers.

Recommendations

We recommend you:

1 approve the proactive rélease ofiCabinet material relating to transitioning to road user

charges on 6,Auglist2025, noting that some information will be redacted under sections

9(2)(f)(iv) and@(2)(h) of the Official Information Act Yes / No
2 agree to publish theiregulatory impact statement (RIS) concurrently with the release of

the Cabinet papers: Yes / No
3 note the proposéd approach of refusing parts of two Official Information Act requests

from ?Na) - (Compass Climate NZ) and & 9(2)(&) (Green Party) under

section”18(d) of the Act, on the grounds that the information will soon be publicly

available.
Matt Skinner Hon Chris Bishop
Manager, RUC Transition Minister of Transport
30/07/202s L A [ e
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Minister’s office to complete: 0 Approved O Declined
[ Seen by Minister O Not seen by Minister

[J Overtaken by events

Comments

Telephone First contact
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PROACTIVE RELEASE OF THE CABINET MATERIAL RELATING TO
TRANSITIONING TO ROAD USER CHARGES

We have prepared Cabinet papers for proactive release

1

On 6 August 2025, you will announce the next steps for transitioning petrol vehicles from fuel
excise duty to road user charges (RUC) at the Building Nations conference in Wellington.
Following your speech a press release will be issued, and the Ministry of Transport proposes
publishing the Cabinet material on its website.

There have been two Official Information Act 1982 requests have been received for the
Cabinet papers following the action in the Government's Action Plan for Quarter 2 (“take
Cabinet decisions on the fleetwide transition to Road User Charges”) being marked.as done.
The proactive release of the material will also satisfy these requests.

Outline of papers proposed for release and redactions

3

The Cabinet papers and associated minutes we proposé€ to release are as follows:
3.1 Cabinet paper - Transitioning to Road User Charges: InitiahDecisions

3.2 Cabinet Expenditure and Regulatory Review’Committee)Minute (EXP-25-MIN-0053 of
25 June 2025)

3.3 Cabinet Minute — Report ofithe Cabinet Expenditure and Regulatory Review
Committee — Period Ended'27 June 2025,(€AB-25-MIN-0224 of 30 June 2025)

3.4 Cabinet Paper - Roaddser Charges:/Modernising the System in Preparation for the
Fleetwide Transitien

3.5 Cabinet Economic PolicysMinute - Road User Charges: Modernising the System in
Prepafation for thesFleetwide Transition (ECO-25-MIN-0118 of 23 June 2025)

3.6 Cabinet Minutex: Report of the Cabinet Economic Policy Committee - Period Ended 25
July: 2025, (CAB*25-MIN-0249 of 28 July 2025).

We propose thatisome information be withheld under:

4.1 # settion 9(2)(f)(iv) to maintain the constitutional conventions that protect the
confidentiality of advice given by Ministers of the Crown and officials — we propose to
withhold information relating to upcoming decisions you will take on funding.

4.2  Section 9(2)(h) to maintain legal professional privilege as it relates to the
Government’s Legislative Programme.

Annex 1 summarises the proposed redactions and the reasons for them.

Risks and mitigations

6

The released material will provide additional detail on the specific decisions.
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6.1 It will make it clear that the Government’s priority is to improve the RUC system,
which differs from the decisions and announcements made in August 2024, where a
fast transition was the priority.

6.2 The Cabinet papers highlight issues with the current RUC system, including efficiency
concerns and risks associated with compliance and enforcement.

The release is planned to coincide with your public announcement, allowing you the chance
to shape how the documents are understood. A Q&A document will be provided to your
office prior to the announcement should questions be received.

Proactively releasing information will also address two OIA requests

8

Proactively releasing information will help address two OIA requests.sThe Ministry received
requests:

8.1 on 15 July 2025, from 5 9(2)(&) , Head of Comfass Climate, foh."a copy of the
Cabinet papers and minutes" related to the government'ss\Q2 action plan checklist item:
"Take Cabinet decisions on the fleetwide transition/te.Road USer.Charges," which was
marked as "DONE."”

8.2 on 21 July 2025, from S 92)(&) of.the Green Pafty.of.New Zealand, for briefings
that included the two Cabinet papersproposed.te be proactively released.

We plan to refuse the requests for the Cabinet papers under section 18(d) of the OIA, as the
information "is or will soon be pdblicly available.” The response to the Green Party's request
for the cover briefings is being prepared separately and will be provided to your office soon.

Publication of the Regulatory Impact Statement

10

11

A regulatory impact/Statement was produced to inform Cabinet’s decisions. The Ministry for
Regulation haS\advised thatithe.statement needs to be published on the websites of the
Ministry of Transport and the Ministry for Regulation within 30 days of the final decision
being taken by Cabinet, which, in this situation, can be either:

10.1 when the€ahinet papers are proactively released
10.2 whenany’resulting Bill is introduced into the House.

Wepropose publishing the regulatory impact statement at the same time as the proactive
release of the Cabinet papers. This is the earlier opportunity to release the information, and
itspackages the decision (in the Cabinet paper) with its analysis (in the RIS) for the public.
Furthermore, the Cabinet paper explicitly refers to the RIS, making concurrent publication
useful.

Next steps

12

Once you have approved the release of the documents, we will publish them on the
Ministry’s website. We will also send the responses to the OIA requesters.
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ANNEX 1: DOCUMENT SCHEDULE

Document title

Proposed redactions

Risks / matters to note

1 Cabinet paper -
Transitioning to

Release with
information withheld

s 9()(M(iv)

Expenditure and
Regulatory Review
Committee
Minute - EXP-25-
MIN-0053

information withheld
under section 9(2)(h)
to maintain legal
privilege.

Road User under sections

Charges: Initial 9(2)(f)(iv) and 9(2)(h)

Decisions to maintain legal

privilege. Paragraph 20 discusses exploring vehicle standards
regulations to increase the use of built-in vehicle
technology. We do not propose redacting this as it's a
high-level reference to possible future work, fiot a
firm commitment.
2 Cabinet Release with This minute confirms thescommittee's degisions, and

the associated risk is low.

3 CAB Minute - CAB-
25-MIN-0224

Release with some
information marked
out of scope.

This nmindte,confirms the'final decisions made by
Cabinet, and the associated risk is low.

4 Cabinet Paper -
Road User
Charges:
Modernising the
System in
Preparation for
the Fleetwide
Transition

Withhold specific
information
(paragraphs 2+t@.30)
under section
9(2)(f)(iv).of the OIA.
Further.infofmatiof
withheldinder,
9(2)(h) to mdintain
legal privilegé.

Paragraph 1Q outlines complexities and challenges of
transitioning to the current RUC system. We propose
releasing.this, which may draw attention to the
original decision for a fast transition to a manual
system by 2027.

We considered whether information on RUC system
enforcement challenges should be withheld but after
engagement with other agencies think it is likely okay
for it to be released.

Paragraphs 18-20 discuss the long-term goal of
integrated road pricing. We propose releasing this
information as it represents a high-level exploration of
potential future direction, not something specifically
under active consideration.

5 Cabinet Economic
Policy Committee
Minute 2ECO-25-
MIN-0118

Release with
information withheld
under section 9(2)(h)
to maintain legal
privilege.

This minute confirms the committee's decisions, and
the associated risk is low.

6 Cabinet Minute -
Report of the
Cabinet Economic
Policy Committee -
Period Ended 25
July 2025 CAB-25-
MIN-0249

Release with some
information marked
out of scope.

Cabinet minute also confirms the Committee’s
decision, and the associated risk is low.
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Road User Charges Transition
All MoT

10 September 2025



Out of Scope

Te Kawanatanga o Aotearoa

New Zealand Government




The Government committed to work towards transitioning from fuel tax to RUC

Aug-24: Minister Aug-25: Minister
Apr-24: EVs came announced Jan-25: New Minister, announced
into RUC system transition by 2027 new direction legislative changes

RFI process-with
possible RUE€ retailers

s 9(2)(M(v)

Nov-23: Figuring out minimum Rapidpolicy work Decision to focus
Coalition viable product on market-based
agreement approach

Te Kawanatanga o Aotearoa

New Zealand Government




Approach to improving the RUC system

2025-2026: Primary legislation, regulations, and Code of Practice

* Market engagement

* Legislation passed by 2026 to modernise the existing RUC system.
2027: Existing RUC system operating under new’rules
* Additional retail options available, with the potential f6r-a‘competitive market for RUC retail.

* Assess the potential for the improved system.t6 support a future transition.

Post-2027+: Considering when and’how to transition petrol vehicles to RUC

Te Kawanatanga o Aotearoa

New Zealand Government




What might the RUC retail market look like by 2027?

New ways for paying RUC?

Purchase RUC Devices in“cars :
through apps with that live-track . Fully-tracked
reminders or odometer . eRUC using GPS
auto-buy withoeut location devices
Manual with Automated
odometer with GPS
Over the counter NZTA online pre- Utilities-like billing Using in-vehicle
pre-purchase purchase baséd on estimates, telematics to

odometer photos via track travel and

app to provide actual RUC

readings

Te Kawanatanga o Aotearoa

New Zealand Government







IN CONFIDENCE Document 49

9 October 2025 0C250872
Hon Chris Bishop Action required by:
Minister of Transport Tuesday, 14 October 2025

LAND TRANSPORT (REVENUE) AMENDMENT BILL: DRAFT CABINET
LEGISLATION COMMITTEE PAPER FOR CONSULTATION

Purpose

This briefing seeks your approval to commence ministerial and departmental consultation on the
attached draft Cabinet Legislation Committee (LEG) paper and dfaft Land Transpert (Revenue)
Amendment Bill (the Bill) and seeks your agreement to a new pelicy decision to broaden an existing
offence to apply to all RUC providers.

Key points

. The draft LEG paper and Bill are attached for your review ahead of commencing ministerial
and departmental consultation?We will providefinal versions of the LEG paper and Bill,
reflecting any feedback receiVed, prior tedodgement on 30 October 2025.

° Changes to the road user charges (RUE) and tolling systems are being progressed together
through an omnibus Bill. The amendments aim to ensure that key revenue tools effectively
support a user-pays basisforfunding land transport.

. The draft/Bilbprogresses changes to the Road User Charges Act 2012 that Cabinet agreed to
in July 2025 regarding the RUC system. We are seeking agreement to one additional policy
decision for ificlusion in the Bill: we propose broadening an existing offence that currently
applies to‘electronic system providers, so it applies to all RUC providers.

. We propose sharing an amended version of the Bill, including the RUC aspects only, with the
Stakeholder Reference Group, if you agree.

IN CONFIDENCE
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Recommendations

We recommend you:
1 agree to commence ministerial and departmental consultation Yes / No

2 agree to broaden an existing offence that applies to electronic system providers (failureto  Yes/ No
report certain matters, or knowingly providing false or misleading information, to the RUC
collector) so it applies to all RUC providers

3 agree to share the RUC aspects of the draft Bill with the Revenue Stakeholder Reference Yes / No
Group

Anna Wilson-Farrell
Director - Revenue

09 / October / 2025 E
Minister’s office to complete: O App@ &\ 1 Declined

[ Not seen by Minister

\f</ K

First contact

Anna Wilson-Farrell, Director - Revenue v

Matthew Skinner, Manager, RUC Transition

Genevieve Woodall, Manager, Revenue
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LAND TRANSPORT (REVENUE) AMENDMENT BILL: DRAFT CABINET
LEGISLATION COMMITTEE PAPER FOR CONSULTATION

Cabinet has agreed to reform core elements of the land transport revenue system

1

The Land Transport (Revenue) Amendment Bill (the Bill) covers amendments to both the Road
User Charges (RUC) and tolling systems. The amendments are being progressed together as an
omnibus bill with the single broad policy objective of supporting a user-pays basis for funding
land transport.

In July 2024, Cabinet agreed to the Revenue Action Plan that would inform the initial steps‘in
redesigning New Zealand’s land transport revenue system [CBC-24-MIN-0063 refers]. The/Bill
will make significant progress towards two of the five actions:

2.1 Out of Scope

2.2 Action 5: Transitioning the fleet to road user charges.

The Bill also progresses the commitment in the Coalitioh Agreement between the New Zealand
National Party and ACT New Zealand to “work t@'replacé fuel eéxcise‘taxes with road user
charges for all vehicles, starting with electric vehicles and to use tolling to fund infrastructure”.

The Bill gives effect to Cabinet decisions regarding the.RUC system

4

On 24 July 2025 Cabinet agreed to spécific propesals for changes to the Road User Charges Act
2012 (the RUC Act) [ECO-25-MIN=0118 réfersl=These changes aim to promote more private
sector involvement in the.RUGSystem, inerease flexibility for innovation in RUC payment
solutions and makeompliance easiersThe Bill will enact the proposals that Cabinet agreed to
in July 2025 for legislative changesto modernise the RUC system, including:

4.1 remoVing all requiremeénts to display, carry, and produce RUC licences

4.2 removing thesrequirement that electronic distance recorders must be provided by
electrenie,system providers (ESPs), and enable the separate approval of an electronic
distance recorder (that may include technology provided by vehicle manufacturers)
by.the RUC collector

4.3 creating a separate role of a RUC provider who will issue RUC licences and collect
RUC in accordance with regulations.

4.4 creating a regulation-making power to prescribe matters relating to RUC retailers
including the application processes, criteria for approval of a RUC provider and
regulation of RUC information-handling by providers

4.5 enabling alternative payment schemes to be prescribed for all types of RUC vehicles.
This amends the regulation-making power for these schemes to remove a limitation
that they may only apply to RUC vehicles fitted with an electronic distance recorder.

IN CONFIDENCE
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Secondary legislation will build on these changes

5

Secondary legislation will provide further detail of the changes to the RUC system and how
users interact with it. These regulations are essential for a successful transition, and some will
need to be made prior to the commencement of the Bill. The specific regulations may vary
depending on findings from market engagement and subsequent interests. For example,
regulations will be required to appoint new RUC providers, enable specific alternative payment
schemes, and for the approval of electronic distance recorders.

Additional policy decision sought to broaden an existing offence

6

Cabinet authorised the Minister of Transport to make further policy decisions consistent with
the overall policy, for confirmation when the Bill is considered for intreduction [ECO#25xMIN-
0118 refers]. There is one relevant amendment, which is in scope of this delegation.

Section 46 of the current RUC Act makes it an offence for an ESP tojwithout reasonable
excuse, fail to report to the RUC collector any tampering (or suspected tampering) with an
electronic system, or knowingly provides false or misleadingsinformation,to"the RUC collector.
A person who commits this offence is liable on conviction to a fine up to $75,000.

The Bill provides that ESPs will now be a subset,of RUC proyiders.\The draft Bill expands the
obligations to report tampering of an electronicsystem,te, RUCproviders. In doing this, the Bill
broadens the corresponding offence toRUC providers.

The above changes will in effect be,a new offente,ta a RUC provider. This is a consequential
amendment in giving effect totthe’création ofitheyrole of RUC provider, so is a decision that
you are authorised to make, consistent with“the overall policy of the Bill.

One change agreed by‘Cabinet does'not require legislative change

10

Cabinet agreedsin August to enable collection of other land transport charges (tolls and time of
use charges) alohgsidesRUC. The Parliamentary Counsel Office has advised that the existing
legislationidoes not'prevent the use of data obtained by an ESP for those purposes, provided
the vehicle operator agrees, therefore this proposal is not in the Bill.

Comment from‘'the Office of the Privacy Commissioner

11

The Office of the Privacy Commissioner (OPC) has reiterated that any provisions in the Bill
relating to the collection, use and disclosure of personal information must be in accordance
with requirements under the Privacy Act and uphold New Zealanders’ expectations of privacy.
Three additional recommendations have been suggested relating to responsibilities of RUC
providers and data protection. These have been incorporated accordingly. OPC will have a
further opportunity to review the Bill during consultation.

IN CONFIDENCE
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Sharing the RUC aspects of the draft bill with the Stakeholder Reference Group

12 Members of the Stakeholder Reference Group (SRG)? requested an opportunity to comment
on the draft Bill prior to introduction. The SRG has supported our advice for past year and will
likely continue to be closely engaged as we progress the transition. Sharing RUC aspects of the
Bill provides further opportunity to identify key issues and help us prepare for or mitigate any
unexpected public reaction at introduction.

13 We consider the risk of sharing is minimal, given the draft Bill reflects policy decisions as
agreed by Cabinet and proactively released Cabinet papers. We will reemphasise
confidentiality requirements prior to sharing, subject to your agreement.

14  Cabinet Office Circular CO (19) 2 enables you, as the Minister responsible, and the Mini '(L
Chief Legal Advisor to approve the release on certain grounds. We p

ropose to relea
sections of the Bill given the draft legislation will be released to a s p -deterh‘qe
outside the Crown on an in-confidence basis and subject to I%@ksmn&ﬁlege.

1 Members of the Stakeholder Reference Group are Aimee Wiley, Alan Seay (Motor Industry Association), Barney Irvine
(Northern Infrastructure Forum), Greig Epps (Imported Motor Vehicle Industry Association), James McDowall (Motor Trade
Association), James Smith (National Road Carriers), Mark Stockdale (Transporting New Zealand), Mayor Nick Smith (Nelson
City Council).
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Next steps \?~

20 TheBillis p ar@o proceed on the following timeline.

F ssion of the draft Bill, LEG paper, and cover briefing for 9 October 2025
er's review

; try submits the updated LEG paper to the office for 14 October 2025
ministerial consultation

Page 6 of 7




21

22

23

IN CONFIDENCE

Step Date

Bill introduced Mid November — December 2025
Select Committee December 2025 — Mid 2026
Committee of the Whole House, Third Reading and Enactment Mid 2026

To give effect to RUC decisions, Cabinet has invited you to report back to the Cabinet Economic
Policy Committee by June 2026 on the expected market response to these changes, including
how the market response can be responded to through secondary legislation and the Code of
Practice, and on any cost and funding implications [ECO-25-MIN-0118 refers]. We will provide
you with advice in early November 2025 on NZTA's estimated costs for implementing the
legislative changes and options for funding.

In early November 2025, we will provide you with documents supporting a Request for,

Information (RFI) process to assess market interest in commercial RUC opportunitiesxThis
timing will ensure the RFI can align with introduction of the Bill andthatrespondents,can
consider the proposed legislation. We will work with your officé on public cemmunication

material relating to the Bill and RFI.
Q,Y‘%?’
V'O
AN £\

Out of Scope
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29 October 2025 0C250979
Hon Chris Bishop Action required by:
Minister of Transport Thursday, 30 October 2025

LAND TRANSPORT (REVENUE) AMENDMENT BILL: UPDATED CABINET
LEGISLATION COMMITTEE PAPER FOLLOWING CONSULTATION

Purpose

This briefing seeks your approval to lodge a Cabinet Legislation,€emmittee (LEG) paper for
consideration on 6 November 2025 that reflects ministerial and@epartmental feedback.

Key points

e Ministerial and departmental consultatiornon the Land‘Transport (Revenue) Amendment Bill ran
from 20 October to 28 October 2025.,0nly minor changes,have been made to the draft Cabinet
paper as a result. Feedback received and our responses are included in Annex 1. The feedback
related mostly to implementationghatters (sueh'astimeframes) and details to be addressed in
future work (secondary legislationor as partof the longer-term RUC transition) that do not
require changes.

e The Parliamentary Counsel Office (RCQ) has identified some further changes, which are set out
below. PCO is seeking €abinet\Office approval for late lodgement of the Bill to address some
additional teehnicalmatters and‘complete final proofing.

e The Cabinet paper notes‘that the Bill is consistent with the Bill of Rights Act 1990 (BORA). We
have been working with"the Ministry of Justice, and while we have not yet received the final
BORA check, we have received no indication of concerns. We will provide you information for
your talking points if any concerns are raised.

Tolling provisiens

e The attached LEG paper includes the detailed policy decisions you made under your delegated
authority for confirmation by Cabinet [0C250759 and OC250825 refer].

e One of the detailed decisions referenced in the LEG paper relates to the new infringement
offence for heavy vehicles using restricted alternative routes [0OC250759 refers]. We previously
advised that liability for this offence would sit solely with the vehicle’s registered person
(generally the legal owner). However, to align the offence with existing toll infringements, we
seek your confirmation that liability should sit with the registered person, but it can be

IN CONFIDENCE
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transferred to the driver of the vehicle. The registered person remains liable for paying the toll
itself.

RUC provisions

e A provision has been included allowing current RUC agents (such as the Automobile Association
and VTNZ) to operate for six months from commencement, after which they must go through the
new approval process contained in the Bill.

e Certain RUC provisions will commence six months from the date of enactment (or earlier by
Order in Council), as some provisions are reliant on other implementation steps (such as
Regulations, Code of Practice, or system upgrades). The six months reflects Cabinet decisions
that the new system will be in place from 2027 and assuming Royal Assent in July 2026.

e We plan to engage with potential RUC providers from November 2025 tosFebruary 2026. We will
provide you with separate advice on the engagement approach byd2/Nevember2025.

e NZTA estimates the total implementation cost for the RUC proposals is $15.4 million, to be
funded from existing sources. We will provide further advice/onsthis in the,coming weeks.

Next steps

e Once LEG committee has confirmed the papef;ithemnext step is the Bill to be introduced into the
House. The Bill's first reading is scheduled,for 28 November 2025. We will provide your Office a
draft speech, legislative statement, and press-feleasete support this. The proposed timetable for
the Bill, as set out in the LEG paper, is:

Step Date
Lodgement 30 October 2025
Possible late lodgement of final Bill by PCO 3 November 2025
Paper considered by Cabinet Legislation Committee 6 November 2025
Cabinet confirmation 10 November 2025
Bill introdueéd 11 November 2025
First reading 18 November 2025
Select Committee November 2025 — mid 2026
Egz:::wn;t;cif of the Whole House, Third Reading and By July 2026
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Recommendations

We recommend you:

1 note that Ministerial and departmental consultation ended on 28 October 2025 and is
summarised in Annex 1

2 agree that for the new offence for heavy vehicles on alternative routes, liability sits with

the registered person or driver, in line with the existing toll offence Yes / No

3 agree to lodge the Cabinet Legislation Committee paper by Thursday 30 October for Yes / No

consideration on 6 November 2025 (L

Director — Revenue ister of Tr

29 /October / 2025 Q .
Minister’s office to complete: O Appr % & [ Declined
O enﬁ/ﬁnis?\ [ Not seen by Minister

@ierta k@/ents
Comments % 2

NS 2
Anna Wilson Farrell hris Bish§E U

Telephone First contact

Matthrh\ ner, Manager, RUC Transition

GenevMNoodalI, Manager, Revenue
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Annex 1: Feedback from departmental consultation

Feedback

How we have addressed

Office of the
Privacy
Commissioner

New Zealand
Police

NZ Transport
Agency (RUC)

NZ Transport
Agency (Tolling)

Ministry of
Housing and
Urban
Development
(HUD)

Ministry for
Primary
Industries (MPI)

Ministry of
Justice

The Office of the Privacy Commissioner
reiterated the need to protect personal
information handled by RUC providers and
strongly encouraged the use of secondary
legislation (regulations) to set explicit privacy
requirements.

Police sought clarity on how NZTA will enforce
the new tolling offence and expect to be
consulted on the detailed RUC policy later.

NZTA is concerned about the six-month
commencement date, recommending it be
removed or extended to 12 months as they

cannot guarantee implementation readiness at

this time.

NZTA also raised several other matters,
including the need for intermediate sanctions
for RUC providers and better information-
sharing provisions to enable the RUC Collector
to obtain customer information from RUC
providers.

NZTA provided minor feedbackdbout

We will continue to work with the Office. It is not
clear that the objectives concerned require any
new regulation making power.

NZTA is undertaking implementation planning on
the new tolling offence.

We will continue to involve the Police in the RUC
transition work.

We will be working closely with NZTA tg'identify
priority actions required to enable implementation
within the timeframe et in the Cabinet policy
approvals for the'Bill
We have advised NZTA that'proposals to enable
better ac€essito user infermatien held by providers
fall outside the scope aof policy approvals for the
curfent'Bilkand willbe,considered as part of the
trapsition of the petrol fleet.

“\We considerthatisome issues raised by NZTA will
be able t6"be addressed through secondary

) legislation orcodes of practice, including the need
forfmeasures to address provider non-compliance
shortof suspending or revoking approval.

Werconsider that NZTA’s suggestions have merit

tightening provisions relating’to‘exemptions for %, and will look to address them through the

the proposed infringementoffence for heavy
vehicles on alternativefroutes:

HUD indicated thatthere*may be interactions
that will need te'be Managed between‘tolling

and Infrastructure Funding andinancing levies

and development'evies.

MPHNindicated suppottfor the provisions
enabling toll'revenue to be used on alternative
routes byt requested more detail on how local
authotities could access this funding. They
indicatedwsupport for the new heavy vehicle

\ offence is the revenue for the infringement

| offence be directed towards local road
upgrades. MPI also raised minor matters,

#including requesting that references to bridges
be included when discussing new or existing
roads.

Justice sought clarification on whether heavy
emergency vehicles could be exempted from
the restriction to using an alternative route.

Departmental Report during the Select Committee
process.

We will continue to work with HUD through
implementation to manage any interaction
between tolling and the relevant levies. We
consider that this interaction can be managed
through implementation planning and policy,
rather than through primary legislation.

We are currently working with NZTA on
implementation planning for how local authorities
can access funding for maintenance of alternative
routes.

The new infringement offence is aligned with
existing toll infringement offences, with any funds
raised being directed towards the consolidated
fund. We consider that road bridges are already
captured in the legal definition of “road.”

An exemption for emergency vehicles is not
expressly provided for but could be exempted
through a tolling order.

We also consulted with the following agencies which had no substantive feedback: Inland Revenue, Ministry of
Business Innovation and Employment (Fuel Markets, Competition, and ACC policy), Department of Internal
Affairs, and Customs.
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12 November 2025 0C251033
Hon Chris Bishop Action required by:
Minister of Transport Monday, 17 November 2025

TRANSITION TO ROAD USER CHARGES: MARKET ENGAGEMENT

Purpose

This briefing outlines the Ministry’s plan to commence market engagement by releasing a Request
for Information (RFI) through the Government Electronic Tenders Service (GETS) and seeks a decision
on whether you wish to issue a media release to promote theREI.

Key points

e You informed Cabinet in July 2025 that you would undeftake aRFI to build on findings from a
previous RFl in 2024. On 10 November,2025€abinettapproved the Land Transport (Revenue)
Amendment Bill (the Bill) for introddetion: The Billladdresses the regulatory barriers identified in
responses to the previous RFI, such.as rémovingithe\requirement to display paper RUC labels and
ensuring a level playing field betweeh the New-Zealand Transport Agency and other service
providers.

e The objective of this RRl'is,to assess market readiness to offer new services to owners of existing
RUC vehicles by,2027, and to identifyrany further barriers or areas where government may need
to support market participationaThis information is necessary to inform policy decisions on how
and when+o trapsition the whole vehicle fleet to RUC ahead of your report back to Cabinet in
June 2026.

e Key messagesfor the market engagement are that:

0 ‘the Government wants to encourage a competitive market for RUC services to
develop, and to enable innovation

0 services need to be easy to use, cost effective and protect people’s privacy

0 new technology and services can be offered to existing customers in 2027, once
legislation is in place. Beyond 2027, the whole fleet will move to the new system.

e Insights from responses to the RFl may include:

(o] the areas in which respondents see commercial opportunities (e.g. payment options,
end to end service, plug-in devices) and whether there is likely to be sufficient
coverage to meet the needs of all vehicle owners

IN CONFIDENCE
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(o] the types of technology available and any delivery constraints such as time and cost

o conditions for market entry (e.g. scale, certainty of transition timeframes, ability to
adopt a particular commercial model) and any barriers that providers cannot solve
alone

o how solutions might be designed to meet the needs of a diverse range of vehicle

owners (in response to a range of user scenarios presented in the RFI material)

(o] how solutions might be designed to protect the privacy of users and land transport
revenue.

e The draft RFl and accompanying information memorandum are annexed.

Next steps

e We plan to release the RFl on 21 November 2025 - shortly after the,Bill is introduced. This timing
will increase awareness of the opportunity arising from publicity relating to'the/Bill and allow
respondents to consider their input alongside the propgsediegislative changes. Responses to the
RFI will be due by mid-February 2026, to ensure that.market feedback can be considered in our
advice to you early next year on next steps for thetransition.

e Given the commercial interests involved, it is‘importantto ensure that we treat all potential
service providers equally. For this reason, we will limit meetings with individual RFI participants
to situations where discussion is necéssaty to better understand their feedback. Any new
information relating to the commerciahepportdnities'that arise in response to participants’
questions will be shared withall partiCipants.

e We will host information webinars overa period of two to three weeks following the release of
the RFI and will work‘with your Offieeon our approach to further promote the opportunity.

e While the RFI is targeted at potential RUC providers, it may draw broader public attention due to
the high leyel of interestdn the transition. We will update our website with key messages, which
we will share with your@ffieé in advance. You may wish to issue a media release to support
publicity of the REL

e The proposed timeline for the RFl and our advice to you is as follows:

Step Date
Release the RFl on GETS 21 November 2025
Information webinars for RFl respondents By 12 December 2025
Deadline for responses to the RFI 13 February 2026
Consider responses and prepare a summary report of the RFI March 2026
responses
Officials provide advice on next steps for the transition to RUC March — April 2026
Report to Cabinet on the expected market response to the legislative

- L " June 2026
changes, secondary legislation, and cost and funding implications.
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Recommendations

We recommend you:

note that the Ministry plans to release a Request for Information (RFI) in November 2025
to assess market readiness to offer new retail solutions to existing owners of RUC vehicles
by 2027

indicate whether you would like to issue a press release announcing the release of the

Yes /N
RFI. es/No

Anna Wilson-Farrell

ris B|sh \)
Director - Revenue ister of Tr;%

12 / November /2025 NN

Comments

Minister’s office to complete: O Appr E‘ : \O [ Declined

|V|InIS [ Not seen by Minister
@/ents

Contacts

Name Telephone First contact

Anna Wilson-Farrell, Director - Revenue

s 9(2)(a) v

Matthew Skinner, Manager, RUC Transition
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UNCLASSIFIED Document 56

AIDE MEMOIRE
3 December 2025 0C251075

Hon Christopher Bishop
Minister of Transport

PUBLIC SENTIMENT ON ROAD USER CHARGING

SV

Purpose

You have received a letter from EROAD with the findings of a survey, con %rom S—NCtober
2025, about the road user charges (RUC) transition. This aide memoij vides coﬂxt to EROAD’s
findings alongside broader domestic and international research. Attached is alﬂra

you to send to EROAD. Q~ ‘

response for

Key findings from the EROAD survey (October

UNCLASSIFIED
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Ministry comment on survey findings

3 As noted by EROAD, the findings are broadly consistent with the findings of international
pilots and RUC studies, our meetings with experts working on RUC in the United States,
Australia and Iceland, local and international research, and recent conferences the Ministry
has attended.

4 For example, Iceland is progressing legislation transitioning to distance-based charging for all
vehicles, with a similar RUC system to New Zealand’s. A select committee is currently
receiving public submissions. While some stakeholders endorsed the user-pays principle,
they opposed the proposed design due to concerns regarding administrative feasibility, data
collection, and rural equity. Some stakeholders also disliked the proposed single rate for light
vehicles, as it does not account for emissions. Some respondents noted that support would
depend on phased implementation, rural safeguards, and simpler administration.

5 California has run various RUC pilots over the past 10 years. The,Galifornia Road Charge Pilot
Program tested various methods for reporting mileage and/collecting road taxes. The pilot's
final report concluded that a RUC system is viable. It found higher levels of perceived fairness
compared to a gas tax (73% of people following participationi in the pilot.relative to 66% from
before the pilot started). The pilots identified the heed for making system user friendly and
providing ample choices for people and highlightedithe need forcontinued public
engagement to address privacy and cost concernss

\v

s 9(2)(ba)(i) \
?\
r.Q/Q ()_®

Themes in public sentiment reséarch and RUC pilots

7 The following themes aresinforming the RUC Transition work and will be important to address to
build public support'forf'the change, and maintain revenue integrity:

7.1 Fairness — the'cost to recover petrol tax is low, and no RUC system internationally
matches that éfficiency yet. The What New Zealanders think is a fair way to pay for
infrastructure report (Te Waihanga, 2024) notes that “concerns about fairness are at
thie heart of many current debates about infrastructure and who should pay”. Public
acceptance relies on the approach and rates being perceived as fair.

72 Affordability — affordability is a major concern in all research. The Connected Vehicle
Technology Survey (NZTA, 2024) highlights that opposition often arises from viewing
proposals as “an additional tax rather than a shift in payment methods”. The
qualitative feedback explicitly links resistance to the "cost of living crisis", with
respondents stating they cannot afford another bill.

7.3 Privacy — there is a tension between ease of use and privacy. People need to see
value for them resulting from sharing information and giving vehicle owners a choice
in the technology they use is critical. Findings from United States-based trials
consistently show that concerns about privacy significantly reduce once users have
used an electronic RUC system.
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7.4 Trust and transparency — trust in the system, and transparency on both how the
pricing is set, and how the revenue is used, are critical for public buy-in.
Communications must distinguish between paying for road use and the RUC system's
current administration.

Next steps

8 The New Zealand Automobile Association is surveying its members on similar issues. We will
provide any findings as they are shared with us.

9 We will brief you in the new year on the RUC Transition work programme and approach t?L

the themes covered in this brief. q

Contacts

Anna Wilson-Farrell, Director - Revenue

Matt Skinner, Manager, RUC Transition

Attachment withheld in full under section 9(2)(ba)(i)
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IN CONFIDENCE Document 58

3 December 2025 0C251088
Hon Chris Bishop Action required by:
Minister of Transport Monday, 8 December 2025

LAND TRANSPORT (REVENUE) AMENDMENT BILL: INITIAL BRIEFING TO
SELECT COMMITTEE

Purpose

To provide you with the draft Initial Briefing on the Land Transport{Revenue) Amendment Bill for
review ahead of submission to the Transport and Infrastructure”Select Committee.

We are providing you with the Initial Briefing to the ‘Select Committee for your feedback

° Ministry officials have prepared an Initial Briefing,to the Transport and Infrastructure Select
Committee on the Land Transport (Revenhue) Amendment Bill'(the Bill). The briefing is subject
to your feedback and includes:

0 background on tolling and road user charges (RUC)

0 the key features ¢f the"Bill anddhowsit aims to improve the effectiveness of tolling
and modernise.the.RUC systemitosprepare for the fleetwide transition

0 issues likelyto be raisediy submitters.
The Initial Briefing addresses issues that submitters may raise

. We expect submitters tesfaise concerns about the tolling of existing roads, restricting toll
road alternativéxoutes for heavy vehicles, potential privacy issues with digital RUC licences,
and the commercial impact of the new RUC regime on existing RUC providers. We expect
guestions on isstes that cut across RUC and tolling, such as concerns about potential
privatisation of road infrastructure and services, and how different charges interact.

. The'Bill includes safeguards to address many of these concerns which are highlighted in the
Initial Briefing.

The Committee has requested the Initial Briefing by Monday, 8 December 2025

° The Committee has requested the Initial Briefing by Monday 8 December, and officials will
present it to the Committee on Thursday 11 December. A set of slides based on the content
of the Initial Briefing will support officials’ presentation.

. Following this meeting, the Bill is scheduled to progress along the below timeline.

IN CONFIDENCE
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Date House and legislative stage

8 December 2025 Officials share Initial Briefing with the Committee

11 December 2025 | Officials meet to discuss the Initial Briefing with the Committee

8 January 2026 Public submissions close
29 January 2026 Oral submissions heard by Committee
5 March 2026 Officials provide Departmental Report to the Committee

March —May 2026 | Committee consideration — revision tracked versions of the Bill and
Committee commentary prepared

18 May 2026 Committee report back due

May —June 2026 Second Reading, Committee of the Whole Héusg, and Third'Reading.

Recommendations

We recommend you:

1 note that the Ministry has produced an InitialBriefing on the Land Transport (Revenue)
Amendment Bill for the Transport and Infrastructure GCOmmittee attached in Annex One

2 agree to the attached Initial Briefing;'subject to any. feedback by Monday 8 December Yes/No

Anna Wilson-Farrell
Director - Revenué

03 / Decembef /2025

Minister’s office to complete:

Hon Chris Bishop
Minister of Transport

I Approved ] Declined
[ Seen by Minister ] Not seen by Minister

[ Overtaken by events

Comments
Contacts
Name Telephone First contact
. . s 9(2)(a)
Anna Wilson-Farrell, Director - Revenue v

Matt Skinner, Manager, RUC Transition

Jamie Kendrick, Principal Advisor, Revenue

IN CONFIDENCE

Page 2 of 3



IN CONFIDENCE

ANNEX ONE: DRAFT INITIAL BRIEFING TO SELECT COMMITTEE
ON THE LAND TRANSPORT (REVENUE) AMENDMENT BILL

Refused under section 18(d).

This document is publicly available here: https://www3.parliament.nz/resource/en-
NZ/54SCTIN_ADV_d31385e9-dd9d-4cbd-
c52d-08de22297aa7_TIN8234/10b8806802a20586847e1704f84909cb44ab2e7c
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IN CONFIDENCE Document 66

13 May 2026 0C260374
Hon Chris Bishop Action required by:
Minister of Transport Monday, 18 May 2026

REGULATIONS FOR THE LAND TRANSPORT (REVENUE) AMENDMENT BILL:
APPROVAL TO CONSULT

Purpose

. To seek your agreement to consult on proposed road uSercharges regulations for the Land
Transport (Revenue) Amendment Bill (the Bill).

Key points

. Consultation on proposed road user charges (RUC) regulations under the Land Transport
(Revenue) Amendment Bill is planfied to commence on,18 May 2026 and run for four weeks,
to support the implementation of the Bill.

. Although minor and technical,\the regulations,are essential for the Bill to operate. They will
enable new RUC providers, téchnolégiés, and payment models to participate. Cabinet
approval is not required because'the regulations implement policy already agreed for the Bill.

. Your agreement torConsult.does not commit you to final regulatory settings, administration
fees, ordetailed’operationahcequirements. These will be refined following consultation and
furthéndecisions sought where required before being presented to Cabinet.

. The draft consultationr document (Annex 1) seeks feedback on the workability,
proportiomality,\and implementation risks of the proposed regulatory framework. This
includes electronic distance recording, provider approvals, performance requirements,
infafmation protection and privacy, and alternative payment schemes.

. Sdbmitters may raise concern the administration fee structures are not available for their
feedback. Consultation is not required as the fees will be reduced. The consultation
document provides an update on the ongoing review of RUC administration fees. The fees
will be included in the regulations when they are finalised.

. To enable the regulations to come into force alongside the Bill, Cabinet Legislation
Committee approval is required by S 9()H(V) . The proposed timeline is tight but
achievable, subject to feedback from consultation.

IN CONFIDENCE
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Recommendations

We recommend you:

(O}

()}

agree to consult on proposed regulations to be made under the Road User Charges Act
2012 (as would be amended by the Land Transport (Revenue) Amendment Bill), covering:

e electronic distance recording

e approval of RUC providers

e performance requirements and monitoring

e information protection and privacy (L
e alternative payment schemes / No
note the consultation document includes an update on the ong0| dev p 'ﬁ

RUC administration fees, it does not include regulation propos efeea

provide any feedback you have on the draft consultatio ment att eCA)nex 1) Yes / No

note that in July 2025, Cabinet invited you to repo'@ ECO by June 2026 on the

expected market response to the legislative cha
& Yes / No

note the proposed timeline to e regula to be passed in time to come into
effect with the Land Transp Ve ue) A ent Bill.

s 9(2)(M(iv)

Director

Minister of Transport

.~ 4 hZ
Anna Wilson-F@V \: Hon Chris Bishop

" "
13/May@ \/ ..... [ o] e

Minister’s office ete: O Approved [ Declined

QQ\ [J Seen by Minister [J Not seen by Minister

[ Overtaken by events

Contacts
Telephone First contact
Anna Wilson-Farrell, Director - Revenue e
Hannah Malloch, Principal Advisor v
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CONSULTATION ON REGULATIONS FOR THE LAND TRANSPORT (REVENUE)
AMENDMENT BILL

The Land Transport (Revenue) Amendment Bill relies on regulations to come into effect

1

The Land Transport (Revenue) Amendment Bill (the Bill) is intended to ensure that key
revenue tools support a user-pays system for funding land transport. This includes making
changes to tolling and removing barriers to the transition from fuel excise duty to a universal
road user charging (RUC) system.

The Bill will establish a new overarching framework across the RUC system. RUC regulations
are also required to establish consistent, operationally detailed settings te support the
introduction of new participants (RUC providers), technologies, and payment models.
Regulations outside the Bill are not required to implement tolling ‘armendments.

Scope of the proposed regulations

3

The draft consultation document proposes regulationsacress five,areas:

3.1 Electronic distance recorders — retainingwrelatively stringeht requirements for heavy
vehicles while adopting a more flexible outcomes-focused approach for light vehicles
to support emerging technologies.

3.2 Approval of RUC providers=establishing critéria. for entry, including financial,
operational, and technical'capability.

3.3 Performance reqliirements — setting-engoing obligations for revenue collection, data
managementsauditability, apd cempliance.

3.4 Information/protection‘and privacy — requiring compliance with the Privacy Act 2020
and associated safeguards for handling road user data.

3.5 _-Alternative payment'schemes — enabling different payment models, including post-
paid systems, while ensuring revenue integrity.

These propesals, for regulations are generally outcomes-focused to ensure that there is
flexibility'in the new RUC system for providers to innovate in their service delivery. There will
be as/Codeof practice developed to provide additional detail about specific requirements in
thie régulations, e.g. the specifics of how to meet the RUC Provider approval criteria.

Why consultation is needed

5

The development of the proposals in the draft consultation document was informed by:
5.1 regular engagement with NZTA
5.2 submissions to the Select Committee on the Bill

5.3 theresponses to the two Request for Information processes (November 2024 and
February 2026).

IN CONFIDENCE
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The draft consultation document seeks feedback on whether regulation proposals are
workable and proportionate and asks submitters to identify implementation risks and
unintended consequences. We will use the feedback to further assess impacts on providers,
technology developers, and road users, and inform final policy decisions prior to Cabinet
consideration.

These regulation proposals would implement the detailed settings outlined in the Bill without
reopening policy decisions already set by Cabinet. You may nevertheless wish to seek Cabinet
approval, which would extend the timeframes by about four weeks. This puts at risk the
ability for the regulations to come into force at the same time as the Bill.

Consultation risks and mitigation

8

10

11

Submitters may raise concern the administration fee structures are notdvailable fortheir.
feedback in the consultation document. On 30 April 2026 we providedyou withsan update on

NZTA’s funding reviews [0C260022 refers].s 9(2)(H)(iV) «\ '\

Q
,\Q/Q‘A?*

While consultation is not required, the consultation document includes an update on the
ongoing work to develop the RUC administration feessIt deesfot include regulation
proposals for the fees or their dollar amounts.

The consultation document notes that the regulations will need to provide for a revised
administration fees structure to reflect the separation of NZTA’s roles into collector and
provider. It also notes néw RUEGadministration fees will be introduced to recover the RUC
Collector costs of approval, audit, afnd monitoring functions on an ‘actual and reasonable
cost’ basis.

Other issues, likelyto be raised‘by'stakeholders include the following:

11.1_~The balance between prescriptive and outcomes-based regulation: Submitters may
consider the outcomes-based requirements are too vague to justify the cost of
becoming'a RUC provider. They may emphasise they require certainty before investing
andsapplying to be a RUC provider. We have mitigated this risk by emphasising the
rationale for this approach in the draft consultation document and by noting that
further detail would be provided through the Code of Practice.

112 Privacy and data security requirements: submitters may question why the RUC
Collector will have powers to access the information of a private business who is acting
as a RUC provider. This requirement is necessary to ensure integrity of the RUC system.

Timing and next steps

12

Consultation on regulations will run from 18 May to 12 June 2026, starting immediately after
the Select Committee report back. The Ministry will support your office with any
communications required. When the consultation period opens the Ministry will also email
stakeholders to direct them to the consultation document.

IN CONFIDENCE
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13 We will discuss the feedback from submitters with NZTA. The feedback will be used to refine
the regulation proposals and drafting instructions for Parliamentary Counsel Office.

14 In July 2025, Cabinet invited you to report back to ECO by June 2026 on the expected market
response to the legislative changes, including how this can be supported through secondary
legislation and the Code of Practice, and on any cost and funding implications [ECO-25-MIN-
0118 refers].

15 We propose delaying this report back and including it in the Cabinet paper seeking policy
decisions for the proposed regulations. The report back will include an update on progress
with modernising the RUC system and outline next steps to support the transition of the full
fleet to RUC.

16 The regulations are intended to come into force alongside the Bill and'mustbe confirmed.in
advance of provider approvals, expected inS 92)00V)  This is the,timeliné for passing the
regulations alongside the passage of the Bill which is also expettedto be considered by the
Cabinet Legislation Committee in 8 9(2)H)(IV)

Date Milestone

Monday 18 May to Friday 12 June Consultation NetexNe Rggulatory_lmpagt Statement is
2026 (four-week period) required for<his,consultation

s 9(2)(M(iv) At

Departmental and mipisterial=consultation on the Cabinet
papefy(congurrent)

p ECO com—mittee meeting
Cabfnet \M

% PCO-draft the regulations
@E {Cro_ss—d_epartmental consultation on the LEG paper and

Ministerial consultation on the LEG paper (concurrent).

LEG committee meeting

@ \ Cabinet
<& \?\/

Regulations notified in the New Zealand Gazette
O

Annex 1 She attached draft consultation document is refused under section 18(d) of the OIA as it is now
publicly avaitable here - https://consult.transport.govt.nz/policy/proposed-regulations-for-road-user-
charges/user_uploads/road-user-charges-regulations-consultation-document.pdf
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IN CONFIDENCE Document 68

21 May 2026 0C260386
Hon Chris Bishop Action required by:
Minister of Transport Tuesday, 2 June 2026

LAND TRANSPORT (REVENUE) AMENDMENT BILL — AMENDMENT PAPERS
Purpose

To seek your approval to progress amendment papers for the Land Trahsport (Reveriue) Amendment
Bill (the Bill) at the Committee of the Whole House stage.

Key points

e The Transport and Infrastructure Committee (the Committée) reported back on 18 May 2026.
The Bill includes your decisions on matters for inelusion in the’departmental report, and several
changes to improve the consistency and workability*of the legislation.

e We have identified the need for further technical changes that were not addressed through the
select committee process. These changes/are needed to ensure the Bill operates as intended:

O Road user charges (RUC): fefinextransitional.arrangements for existing entities that sell RUC
licences; clarify provider.remuneration anchappeal settings; and strengthen provider
oversight.

o Out of Scope v e\
&Y N

e These changes are consistent with the Committee’s recommendations and previous Cabinet
decisions, so further'‘€ahinet approval is not required. If you agree to these amendments, we will
work with the Parliamentary Counsel Office to prepare amendment papers for your
consideration ahead of the Bill's Committee of the Whole House stage.

Recommendations

We recomimend you:
1 agree that the Land Transport (Revenue) Amendment Bill be amended to:

Road user charges

e exclude entities that do not sell RUC licences to members of the public from
transitional arrangements deeming them to be RUC providers for six months Yes / No

o clarify that the RUC Collector will not pay commission to entities that are deemed to be
RUC providers under the transitional arrangements Yes / No

IN CONFIDENCE
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e ensure that a decision to decline an alternative payment scheme can be appealed Yes / No

e ensure that fit and proper person requirements for RUC provider applications can also
apply to individuals who exercise control over a RUC provider. Yes / No

men nt date of

< , Yes / No
4 agree to retain the commencement date of si nas aftg RO§| Assent, and that Yes / No

if the Bill progresses more quickly than ex@ e Wi ide further advice.
Anna Wilson-Farrell J O Hon Chris Bishop
Director - Revenue @ Q

Minister of Transport
21/ May /2026 \

Minister’s office t con@“ O Approved [ Declined
Q\O [0 Seen by Minister [0 Not seen by Minister

2 note that Cabinet approval is not required for the amendme t%;ﬁ \b Yes / No
‘2}

3 note that NZTA has asked for an amendment paper to&
1 March 2027, instead of six months after Royal Assent

[ Overtaken by events

Contacts

Telephone First contact

Anna Wilson-Farrell, Director — Revenue

Rachel Crawley, Principal Advisor RUC Transition

IN CONFIDENCE
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LAND TRANSPORT (REVENUE) AMENDMENT BILL — AMENDMENT PAPERS

Background

1

The Land Transport (Revenue) Amendment Bill updates the legislative framework for road
user charges and tolling to ensure that revenue tools support a user-pays system for funding
land transport.

The Bill as reported back includes several technical changes intended to improve the
consistency and workability of the legislation governing RUC and tolling.

The key changes made by the Committee in relation to RUC are:

Alternative payment schemes — the Bill now provides that approval of'each schemesis a
regulatory decision for the RUC Collector, rather than requiring Cabinet’approval through
secondary legislation. This enables technically informed decisions,to be made by the
regulator, while maintaining transparency and accountability.

Administration fees — the Bill as reported back proyidesifor a separaté administration fee for
the RUC Collector and separate service fees for RUGproeviders, ineluding NZTA. It also
requires NZTA's service fee, as a provider, to,be ,reasonableand,limited to cost recovery. This
responds to concerns that fees collected by=NZTA as the RUC Collector should not subsidise
its provider functions.

Agency as a provider — the Bill as introduced reguifed the RUC Collector to approve NZTA as
a RUC provider. The Bill nowgrovides that NZTA is a provider from the date the Act
commences, removing the'heed for a sépatate approval process while ensuring the agency is
subject to the same performance standards as private providers.

Monitoring and review - the Bill€larifies the RUC Collector’s power to monitor and review
providers, including any agents.or contractors they engage. This responds to submitter
concerns abodt the need for effective oversight of third parties that collect land transport
revenué and handle toad user information.

Out of Scope
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Out of Scope

Some further technical changes are needed to ensure the Bill operates as intended

Transitional provisions for deemed RUC providers

The Bill separates NZTA’s roles as RUC Collector (the regulatér) and RUC pfovider (an entity
that sells RUC licences). The purpose of this separation is to open the market to enable a
wider range of entities to apply to sell RUC licences. These-entities Would*become regulated
RUC providers approved by NZTA as the RUC Collector. This means that current
arrangements whereby NZTA contracts with agénts te/Sell RUG-licences and pays them
commission will end. Entities will need to apply‘to/become RUCyproviders if they wish to
continue operating in that role.

The Bill includes transitional provisions that deeri“entities currently selling RUC licences to be
RUC providers for six months, to‘allow them time to make an application to NZTA under the
new system.

Some of these entitiespsuch.as car yards and motor vehicle dealers, use the RUC system to
licence their own véhiclés ratherthan.act as retail providers. Including these operators in the
transitional arrangements contradicts the policy intent to provide continuity for the retail
market. Wepropose amending the Bill to exclude these entities from the transitional
arrangements.

Payment of commission to\NZTA agents

8

Under the.new market model, RUC providers will charge their own service fees and will not
receive/commission from NZTA. We propose making this explicit in the Bill to provide greater
certdintyfor future RUC providers. We recommend including a new provision to clarify that
the RUC Collector will not pay commission to entities that are deemed to be RUC providers
under the transitional arrangements.

Right of appeal for alternative payment schemes

9

10

The Bill provides an appeal process to allow applicants to challenge the RUC Collector’s
decision to decline applications to be a RUC provider, electronic system provider or an
alternative payment scheme operator.

For an operator to provide an alternative payment scheme, the scheme itself must also meet
certain requirements set out in regulations. The appeal provision in the Bill covers decisions
to decline applications to be an alternative payment scheme operator, but not decisions to

IN CONFIDENCE

Page 4 of 6



11

IN CONFIDENCE

decline the scheme provider’s proposal itself. This could leave applicants without a legal
remedy if they meet the requirements to be an operator, but cannot offer their proposed
services because the scheme itself is declined.

We propose amending the appeal provision to ensure that a decision to decline an
application to approve an alternative payment scheme can be appealed.

Ensure that individuals who exercise control over a RUC Provider are fit and proper

12

13

14

15

The Bill allows regulations to set the requirements for approving a RUC provider, including fit
and proper person requirements to ensure applicants have the necessary commercial and
regulatory integrity.

The empowering provision in the Bill only covers the applicant. Because some appl %II

be corporate entities, the integrity of the approval regime depen I o beln

assess individuals who exercise control or significant influence v h as
directors, who may change in the course of a company’s a va V|der

Not including this provision in the Bill was an omisswr@gpollcy i o ensure that
RUC providers are suitable to handle government and eh|c owners’ personal
information and payments. This is conS|stent part transport system (for
example, licensing requirements in the Landgs rt A or freight operators and

passenger transport services).

The fit and proper person test pro i Q te afeguard given the volume of
ublic trust in the RUC system if

mishandled. We propose bread ' : i to extend the fit and proper person

requirements to individugls whe i ol over a RUC provider, consistent with the

ents elsewhere in transport legislation.

IN CONFIDENCE
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Next steps Q
25 @A gree to the proposed amendments, we will work with the Parliamentary Counsel
(¢

e to draft the amendment papers for your consideration ahead of the Bill's Committee
of the Whole House stage.
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IN CONFIDENCE Document 69

30 June 2026 0C260521
Hon Chris Bishop Action required by:
Minister of Transport Monday, 6 July 2026

ROAD USER CHARGES REGULATIONS — AGREEMENT TO CONSULT ON DRAET
CABINET PAPER

Purpose

To seek your agreement to begin ministerial and agency consultation onghe attached draft
Cabinet paper for the Cabinet Economic Policy Committe€ on 22 July 2026.

Key points

e The draft Cabinet paper:

0 seeks agreement to the policy, and issuing of‘drafting instructions, for proposed
regulations under the Land Transport (Revehue) Amendment Bill (the Bill)

0 reports back on progressttosrmoderniseithe road user charges (RUC) system.

The proposed regulations set.minimdm equirements for RUC providers. They are
designed to protect révernue andsublictrust, without creating unnecessary barriers to
innovation or private‘sector participation.

Cabinet degisiohsdre needed'in July so that regulations can be drafted, approved, and
communicated*before the Bill commences, which is expected in early 2027.

s 9(2)(f)(iv)

The paper also reports back on feedback from the Ministry’s Request for Information
(RF1) process, which reflects strong market interest and highlights the need for
regulatory certainty, clear timeframes, public trust, and effective enforcement.

IN CONFIDENCE
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Recommendations

We recommend you:

1 note that the attached draft Cabinet paper seeks agreement to regulations
that will support a modernised RUC system and greater private sector
participation

2 note that the draft Cabinet paper responds to Cabinet’s invitation to report
back on how market entry can be supported through secondary legislation
and the Code of Practice, the expected market response to the legislative
changes and the cost and funding implications of implementation

3 note that Cabinet decisions are needed in July so that regulations can be
drafted, considered by the Cabinet Legislation Committe€§ 20V N,
and communicated before the Bill commences

4 agree that ministerial and departmental consultation,on'the draft Cabinet Yes / No
paper commence, with feedback due by 8 July,2026

5 note that officials will update the Cabinet{aper‘to reflect consultation

feedback and provide you with a final paper'en 14 July-for lodgement on 16
July 2026.

Anna Wilson-Farrell Hon Chris Bishop

Director - Revenue Minister of Transport

30/June /2026 7 ., N NN L Y Y2

Minister’s office to complete: [ Approved 1 Declined

1 Seen by Minister ] Not seen by Minister

[ Overtaken by events

Comments
Contacts
Name Telephone First contact
. . s 9(2)(a)
Anna Wilson-Farrell, Director — Revenue
Rachel Crawley, Principal Advisor RUC Transition v
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ROAD USER CHARGES REGULATIONS — AGREEMENT TO CONSULT ON DRAFT
CABINET PAPER

Background

1.

2.

4.

The draft Cabinet paper responds to Cabinet’s invitation to report back on how
secondary legislation and the Code of Practice can support market entry,
implementation costs, and the expected market response to the legislative changes in
the Bill [ECO-25-MIN-0118 refers]. The paper also seeks policy agreement to the
regulations that will need to be in place before the Bill commences.

Public consultation on the proposed regulations was open from 19 May to 12 Junel2026:

s 9(2)()(iv)

The Ministry received 44 responses.to its*RFI testing private sector interest in providing
RUC services. This feedback informed the Cabinet\paper’s report-back on expected
market response to the legislative ehanges.

The proposed regulations protect revenue and public trust while allowing innovation

5.

The regulations providesthe opéerational foundation for a modernised RUC system and
enable greater’private sector participation. They set core requirements for provider
approval, approyval of electronic distance recording devices, provider performance
standards,‘information pretection and privacy, and alternative payment schemes.

These requirements Seek to protect revenue and public trust, while allowing providers to
design inngVative; easy-to-use services. A proportionate, outcomes-focused and
technolégy<neutral approach will allow a wider range of provider models and payment
optiens,‘provided they maintain revenue integrity, safeguard user information, and
support compliance.

s 9(2)(P)(iv)
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RFI fee@ indicates strong potential for a competitive market to develop

9. Responses to the Ministry’s RFl indicate strong potential for a competitive RUC market,
provided there is regulatory certainty, public trust, effective enforcement, and clear
transition timeframes.

10. The draft Cabinet paper notes that further decisions will be needed on transition timing,
how and when fuel excise duty will be removed, compliance and enforcement settings,
funding arrangements, and the approach to building and maintaining public trust.

IN CONFIDENCE
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Consultation

11. The proposed regulations and draft Cabinet paper incorporate feedback from NZTA.
NZTA contributed additional detail to the proposed regulations to clarify requirements
for regulated parties and to enable effective regulation. We will continue to work with
NZTA during drafting to ensure that the regulations support effective implementation.

Next steps

13. If you agree, ministerial and agency consultation will begin on 6

2026.

14. The table below sets out the next steps for finalisin

Oy

nc}(se onh 13 July

d regulations.

Departmental and ministerial consultation N 6 — 13 July 2026
Officials provide updated Cabinet paper tM office \ ) 14 July 2026
Final Cabinet paper lodged with Cabinet Office 16 July 2026
Cabinet Economic Policy Com iders the paper 22 July 2026
Cabinet confirms the EC d?shn O 27 July 2026
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IN CONFIDENCE

In Confidence
Office of the Minister of Transport

Cabinet Economic Policy Committee

Modernising the road user charges system — regulations and report back
Proposal
1 This paper:

e reports on progress to modernise the road user charges (RUC) system
and enable greater private sector participation

e seeks agreement to the policy and issuing of drafting ipstructionsfor
regulations under the Land Transport (Revenué)’Amendmeént Bill (the Bill),
to support system modernisation and greater private sector participation

¢ notes that further policy decisions will need t6'be made-at a later date to
prepare for the full fleet transition onéethe modernised system is in place.

Relation to government priorities

2 This paper supports our commitmentinthe Néew Zealand National Party and ACT
New Zealand Coalition Agreementte‘worksto, replace fuel excise taxes with
electronic RUC for all vehicleés. We successfully transitioned light electric vehicles
to RUC from April 2024. Heavy.€lectrigwehicles will become subject to RUC from
1 July 2027.

3 Modernising the RUCrsystem supports the Government’s response to the
independent National Infrastructtre Plan, which includes an action to transition to
fleetwide road user’charges,

Executive Summary

4 This paper seeks agreement to regulations that will provide the foundation for a
modernised-RUC,system and enable greater market participation in new services
for road users who currently pay RUC.

5 Responses to the Ministry of Transport’s Request for Information (RFI) indicate
streng potential for a competitive RUC market to emerge, with some prospective
providers already making commercial investments in RUC-related services.
Respondents were clear that certainty about regulatory requirements will be
important to support market entry. Cabinet decisions are needed now so
regulations can be drafted, approved, and communicated before the Bill
commences.

6 The proposed regulations set core requirements for provider approval, electronic
distance recording, performance standards, information protection and privacy,
and alternative payment schemes. They are designed to protect system integrity,
while allowing flexibility to innovate and design services that are easy to use.
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This paper does not cover when or how the full light-vehicle fleet will move from
fuel excise duty (FED) to RUC. That transition will be complex and will depend on
high levels of compliance by road users, market readiness, and public trust.
Decisions will be made once the market is sufficiently developed, informed by
further engagement with industry stakeholders, road pricing experts, and the
public. New legislation will be required.

| will report back in June 2027 on the evidence from early market development,
any further regulatory changes to enable the transition, and the further decisions
needed to support a successful transition.

Background

9

10

In August 2025, we announced a phased transition of the, full’vehicle fleet from
FED to RUC, starting with modernising the system andenabling greater private
sector participation. The current system is largely mahual, with the New Zealand
Transport Agency (NZTA) as the dominant provider andha small number of
private providers, the largest of which primarily Serve heavy-vehiele operators
and commercial fleets.

The transition pathway is set out below;

Figure 1: A phased transition, starting with‘modernising the'RUC system

11

12

13

This papersesponds to Cabinet’s invitation to report-back on how market entry
can be supporied through secondary legislation and the Code of Practice, the
cost and.fupding implications of implementation, and the expected market
response to the legislative changes [ECO-25-MIN-0118 refers]. It also seeks
paliey agreement to the regulations needed before the Bill commences.

AKey focus of the modernisation phase is to enable a competitive RUC market
by removing barriers to new technology and solutions. In November 2025, my
officials released a RFI to ask potential market participants about the regulatory,
technical and commercial barriers or enablers that could affect market entry and
implementation. Appendix 1 summarises the key themes from RFI responses.

A consistent message from respondents was that providers need certainty about

regulatory requirements. This paper seeks decisions on those requirements so
they can be announced well in advance of the Bill's commencement.
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Proposed regulations to protect system integrity

14

15

16

17

18

The proposed regulations are intended to lower barriers to market entry by giving
prospective providers certainty about the requirements they must meet, while
avoiding prescriptive settings that could constrain innovation and private sector
entry to the market. RFI respondents proposed options such as fleet-
management tools, automated services, different distance measurement
methods, and more flexible payment models.

A proportionate, outcomes-focused and technology-neutral approach will allow a
wider range of provider models and payment options to develop, provided they
can protect revenue, safeguard road user information, and support compliance,
This balance is intended to encourage private sector participation while
maintainina public trust and the intearity of the RUC system. %0

The proposed regulations:

16.1 set requirements for electronic distance recorders

16.2 set approval criteria and performancesstandards for RUC providers,
including alternative payment schemes (miore flexible ways to pay RUC)

16.3 set requirements for protecting.roadvusers’{information and privacy

16.4 update the fees that will bexcharged by the RUC Collector.
s 9(2)(f)(iv)

Appendix 3 outlinesthe modernised RUC system, key participants, and how the
proposed regulations suppoOrt’its operation.

Electronic distantesrecorders

19

20

21

22

The Bill/atthorises the’/RUC Collector to approve electronic distance recorders.

s 9(2)(P(iv)
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23

Approval of RUC providers

24 The Bill authorises regulations to set criteria for approving RUC providers,
including electronic system providers' and alternative payment scheme
operators?.

25

26 The RUC Collector would issue a code of p

ractice, to guide applicants and
support consistent assessment. < ?
Performance standards for RUC providers %C \Q

27 The Bill authorises regulations prescribing nce standards for RUC
providers, electronic system iders, a native payment scheme
operators.

28
Information %
29 The Bill auth
disclose, ose of information.
30

' Electronic system providers are providers approved to operate electronic systems for recording
distance and supporting RUC payment.

2 Alternative payment scheme operators are providers approved to operate payment arrangements
other than standard pre-paid distance licences.
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Alternative payment schemes

32 Alternative payment schemes will give road users more flexible ways to pay their
RUC than purchasing standard distance licences in advance.

IN CONFIDENCE




38

39

40

41

IN CONFIDENCE

s 9(2)(f(iv)

Implementation work is underway to support commencement in/early 2027

42

43

44

NZTA is progressing system and operational/Changes to implement the
legislative changes. This includes, for examplé, upgrades,to processes and the
Motor Vehicle Register to support the removal of RUCYabels, and making it
easier for RUC providers’ systems to.seamiéssly integrate with the RUC system.
NZTA has also commenced work toxdevelop cédes ©f practice to support
compliance by existing and new entrants with the modernised RUC system.

Ministry of Transport and NZTA officials will 'support prospective providers by
providing guidance and engagement.nJate 2026 and early 2027 to inform the
refinement of operatiohal-processés ahead of commencement.

The Ministry will.momitor market.development, including whether providers enter
the system, can,gonnect andd©perate, and offer services at scale. Progress will
be assessed\against clear.milestones and indicators, with direct engagement to
identify barriers’early. An escalation model will support timely intervention if
uptake’is weaker than expected or providers face participation barriers, ensuring
rollout'isks areeflected in policy advice on the full fleet transition to RUC.

Implementation costs

45

Cabingét,invited a report back in June 2026 on the cost and funding implications of
theflegislative changes. £ #@0WM)

No additional Crown funding is sought through this paper.
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Further policy decisions will be needed before the full fleet transition

46 Responses to the Ministry’s RFI, which was open from November 2025 to
February 2026, indicate that a competitive RUC market is likely to emerge when
providers have regulatory certainty and a clear pathway for participation. Public
trust, effective enforcement, clear timeframes, and a well-managed transition
from FED to RUC will help the market develop at the pace and scale needed to
support the full fleet transition.

47 There is a trade-off between providing early certainty about transition approach
and timeframes and retaining flexibility to respond to market development and
public readiness to adopt new services. Advice from officials’ engagement with
international road pricing experts and industry stakeholders has emphasised the
importance of setting a clear direction while avoiding commitments that could
create delivery or compliance risks if market capability is not'yet sufficient.

48 Further decisions will be needed on the sequencing and timing of fleet groups,
how and when FED will be removed, compliance and\enfercement settings,
funding arrangements, and the approach to building and maintaining public trust.
If the market does not develop at sufficient scalé or.speed, gaveriment may need
to consider intervention, such as further regulatory, changes.

Work is underway to inform advice on the next phase of.the transition

49 The modernisation phase will support early matket deévelopment for the existing
RUC fleet while preparation continues for the full-fleet transition. This will allow
early evidence from the modernised system fo-inform later Cabinet decisions.
Appendix 4 shows the expected pathwayfrom system modernisation to future
transition decisions.

50 The full-fleet transitien will require further engagement with experts and the
public, detailed policy decisionsy.and new legislation, including to remove FED
and manage any/transitionalperiod where FED and RUC interact.

51 My officials arevprogressing work on transition policy issues such timeframes for
the transition; removing FED and future arrangements for functions funded by
FED. This workwill draw on international road pricing experience and
behavioural insights to support public uptake and compliance in New Zealand. |
will report back in" June 2027 on next steps for the full-fleet transition.

Financial implications

52 Fhe'proposals in this paper do not require additional Crown funding.

S 9(31‘)UV)
They will be met from within NZTA’s existing funding arrangements
and recovered from fees over time.

Legislative implications
53 Regulations will be required to implement the policy proposals in this paper.

Further primary legislation will be required for the later full-fleet transition,
including changes needed to manage the transition between FED and RUC.

IN CONFIDENCE



IN CONFIDENCE

Impact analysis

54 The Ministry for Regulation has determined that this proposal is exempt from the
requirement to provide a Regulatory Impact Statement on the grounds that it has
been addressed by existing impact analysis [ECO-25-MIN-0118 of 23 July 2025
refers]. 4

Climate implications of policy assessment

55 The Climate Implications of Policy Assessment (CIPA) team has been consulted
and confirms that the CIPA requirements do not apply to this policy proposal, as
the thresholds for significance are not met.

Cost of living, Population, and Human Rights implications

56 There are no direct cost of living, population, or human rights/implications ‘arising
from the regulatory proposals in this paper. However, thesewill be important
considerations for future decisions on the full fleet trafisitien.

Use of external resources

57 The Ministry of Transport makes prudent useof externahkresources to fill short-
term gaps in staffing to ensure ministerial priorities proceed without disruption. As
a result, | am advised one contractor contriblted t0 work on aspects of this paper.

Consultation

58 The following agencies were,consulted on, this paper: [To come]. The Office of
the Privacy Commissioner wasvalso consulted.

59 Public consultation ran from 19 to 12 June 2026. s 9OW)

R

60 Officials\also,€&ngaged the Ministry’s Revenue Stakeholder Reference Group,
international road pricing experts, and relevant overseas agencies to inform
future RUC systenidesign.

Communications

61 Offieials will work with my office to prepare communications materials relating to
thevproposals in this paper.

Proactive’'Release
62 | intend to proactively release this paper within 30 business days of being

confirmed by Cabinet, subject to appropriate redactions under the Official
Information Act 1982.

4 https://www.transport.govt.nz/assets/Uploads/RUC-RIS-updated.pdf
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Recommendations

The Minister of Transport recommends that the Committee:

1

note that Cabinet agreed in 2025 to a phased approach to transition the full
vehicle fleet from fuel excise duty to road user charges, with the first phase
focused on modernising the RUC system and enabling greater market
participation; [EXP-25-Min-0053 refers];

note that the Land Transport (Revenue) Amendment Bill will provide the enabling
framework for a modernised RUC system, with changes expected to commence
in early 2027, and that regulations are needed to give full effect to the Bill and
give certainty to prospective service providers;
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Future transition decision Q
12 note that furth inet Qﬂo s will be needed before setting a pathway for
the full fleeth]/' ion;
13 note t ini ter}Vranspoﬂ intends to report back in June 2027 on next
&Uansition, including an update on market readiness.

step fulh fl
[

Hon Chris\Bishop
MinistQT ransport
Appendix 1 — Key themes from Request for Information responses

Appendix 2 — Proposed regulations: Land Transport (Revenue) Amendment Bill
Appendix 3 — Expected RUC market structure following system modernisation

Appendix 4 — Phases of the transition from FED to RUC

10
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DRAFT IN CONFIDENCE Appendix 1

APPENDIX 1 — Key themes from Request for Information responses

Request for Information: Road User Charges — Services for Vehicle Owners
Context

1. The Ministry of Transport issued a Request for Information (RFI) in November 2025 to
test market interest and understand the regulatory settings and potential barriers and
enablers affecting market entry.

2. Responses were received from 44 organisations, including current and prospective
RUC service providers, over-the-counter and agent networks, electronic and fleet-
management providers, and technology and platform providers.

Key themes
3. The following themes from the RFI responses are most relevantio the propaesals in this
paper:
o There is strong potential for market development: Responses indicated strong

potential for a competitive market to develop; with regulatory“eertainty, clear
approval requirements and sufficient impleméntation léad-in time helping to
support investment and market entry.

o There are opportunities to provide new services-for road users: Respondents
proposed more flexible, user-friendly) and technology-enabled services, including
digital RUC accounts, fleet-managément 10ols, automated distance recording,
integrated payment channéls, reminderssand more flexible purchase or payment
options.

o Safeguards are needed to protect system integrity: Respondents recognised
the need for clear requirements for distance recording, revenue collection and
remittance, aSsurance, audit and enforcement.

o Clear rules for road user information will build trust: Responses highlighted
the péed for clear rules for collecting, using, storing and protecting road user
inforrdation, particularly for digital or automated services.

o A clear transition will help the market scale: Respondents noted that market

development'will depend on clear government signals, ongoing engagement,
operational guidance and confidence in the scale of the transition.

Appendix 2 withheld in full under section 9(2)(f)(iv).
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Road User Charges RUC Collector (NZTA)

System regulator - Collects revenue - Compliance monitoring and enforcement - Maintains RUC register

P1

"9 The RUC Collector sets the
standards including approvals

& and monitoring performance.

P5

— APPENDIX 3: EXPECTED MARKET STRUCTURE FOLLOWING SYSTEM MODERNISATION

Document 70
Appendix 3

RUC revenue Distance purchased Approval & oversight
ﬂ-"roviders offer a range of RUC / .
services for users including: RUC Providers
* Qver-the-counter services Issues RUC licences - Collects payments - Pays regulated fee
* Alternative Payment
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range of service providers to
help them monitor and pay for
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Key Regulations
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> Outcomes-focu Established criteria for Ongoing performance Requirements for RUC schemes
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I electronic @ e providers and RUC providers and demonstrate of alternative payment
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Regulatory oversight | applications. RUC Collector. relevant provisions of users more flexible
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> | Act 2012. such as subscriptions or
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Road user charges where we’ve come from, wh&ﬂﬂve are now,
and where we’re going \2\

1. THE JOURNEY SO FAR » 2. \R %& » 3. THE NEXT PHASES
How we got to where we are Wha eim nting now How we’re preparing for the
% he e today future transition

Q.@ \/ Anna Wilson-Farrell Matt Skinner

Director — Revenue RUC Engagement Lead



Modernising transport revenue: where RUC fits @Q)q/

The Land Transport Revenue Action Plan commits revenue reforrr% ir&]’(ﬁ\ansition, tolling reform and
o)

Q time of use charging. This was reaffirmed in the Government r;& etot ational Infrastructure Plan, alongside
a commitment to review the land transport funding system

Simple & modern

Fair & efficient

Better ways of

Users pay for their actual an keep pace

road use 6 investment needs monitoring network use
R % \
\ More transparent and Revenue adapts as the More choice and
/_ consistent charging \v \% fleet changes competition

/ 3
Supports efficient UQ~ Supports long-term Innovative services and

K the network "\ infrastructure funding j \ better user experience j




We're modernising a system that was desi%/ned for avdifferent

€ra & \2\

RUC system Independent review EVs gnt€r the RO? RUC system Increased private Full fleet

introduced and RUC reform @ emQ modernisation sector provision of transition
E RUC



Modernisation comes first - the full fleet transit&gé]éomes later

Future full-fleet transition
* Mostly over the counter or

* Private sector pro
online services with a paper label new services to gR
* Further decisions and legislation

displayed fleet é UO
* Electronic RUC mostly used by . Legislative@ers reéﬁg and needed, informed by evidence
heavy vehicles syste prove and market readiness
. M@ole odern
s

IS

&Y N

N/
N\
O

N
X

* All road users will have to pay
RUC —no more FED




This builds the foundation for the transition

SYSTEM

MODERNISATION

for current RUC users
(~1.3m vehicles)

Making RUC easier, more
flexible, modern and secure.

Enable providers
& innovation

Open market to enable
choice and services

IMPLEMENTED IN 2027

More ways to pay Id co
<> capab

Choice of m Cor .s, data
automate@ s &H&erations

7

Protect privacy

Strong protections for
users and data

TRANSITION POLICY
& SYSTEM DESIGN

for petrol vehicles
(~3.6m vehicles)

Designing how petrol
vehicles transition to RUC.

A clear, fair and
workable transition
for petrol vehicles

TIMING TBC

J
Modernisation enables transition o@ransi ction has shaped the modernisation
v )
Pricin%syment User experience & Integration with wider
vo els compliance pricing tools
Wern, automated Easy, high trust, and high Align with tolling, time of
payment options compliance use and revenue reforms
J




The market is ready to help deliver RUC services

Retail RUC providers
(online, apps etc)

Who responded?

44 organisations ]
9 Electronic and fleet
experience providing RUC or management providers

similar services in New Zealand or

overseas Technology and platform
operating different businesses in pI’OVideI’S

New Zealand, with an interest in

offering RUC services

Over-the-counter and agent
new businesses that see an networks
opportunity for providing\REE

services
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Modernisation is about enabling a competitive

RUC Collector
System regulator | Collects revenue | Compliance monitoring and enfo alw register
RUC Prowd
Providers will offer a range of service models — from S|mpl thro IIy automated charging
(" Existing ways to pay N\ }prowder models (examples) A
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purchase NZTA website :
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Different people, different needs

. X 4 »
Physical access AN ( !\
Some people will need to rely ~120,000 ‘?' ple do ”% bank account

on physical channels

Assisted support Q ; do not have internet
Some people will need t home

support to engage

Privacy and control
) of people want control over how

People will expect contro 9 their data is collected and used

over their data O\

Digital self-s r% >\  veople aved 15+ are internet
of people age + are interne

Many people r di |Q 96% us:rs S

self-service'gptiof ‘A

v
Aut service

Vehicle-integrated and automated options are likely

Somegecple asy, to increase over time as trust and acceptance grows
set-an —forgN) ions
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Sources: Reserve Bank of New Zealand; Statistics NZ; Office of the Privacy Commissioner.
Figures rounded and indicative.



There’s a lot to do before transitioning petrol vehigles

Pricing and payment
* Approach to setting RUC rates
* How people will be charged
* Payment options and frequency
o L t
E Technology and delivery

= * How distance is measured

* Role of vehicle technology and telematics

* Role of RUC Providers and platforms

* Links with tolling and time-of-use
* Role in the broader revenue system

g Integration with wider system

KEY QUESTIONS

SHAPING THE User experience
* Making the system easy and intuitive to use
TRANSITION * Preventing people being surprised by large
or unexpected costs

@ Compliance and
enforcement
* How to make it easy for people to comply
* Ensuring the system is fair, robust and
trusted

j Implementation and transition
* Approach to switching from FED to RUC
* Phasing, timing and minimising disruption
* Maintaining revenue certainty



What we learn from modernisation will shape thqﬁext phases

‘ Market growth and uptake \<\ 'grformance

How will the private sector respond to the g:]e overall settings right to support a
system changes?

. tra i

. What are the barriers to entering or scaling? Qﬁ@a are the further opportunities to improve RUC?

‘ How much competition and innovation will
we see? @

To what extent will users sign up to pr|v

sector RUC providers and new tech o O
Is RUC easy for users? @ EQ
Q& I \/ ‘ What should we be testing next?

Informing the next phases

. What big questions still need resolving?
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Cabinet paper — Road User Charges
regulations and report back

number:

!
Action sought | Response by

Hon Chris Bishop Approve the attached Cabinet papér for 294uly2026
Minister of Transport lodgement with Cabinet Office/6r)30 July
2026

Contact for discussion (if required)

Name Position Telephone 1%t contact

s 9(2)(a)
Anna Wilson-Farrell \"Director - Revenue M

N/ N\ X
Rachel Crawley PrincipalAdvisor, RUC
Transition

Action for Minister’s Office staff

Lodge the Cabinet'paper with Cabinet Office by 10am, Thursday 30 July 2026.
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Purpose

To seek your agreement to lodge the attached Cabinet paper for consideration by Cabinet Economic
Policy Committee (ECO) on 5 August 2026.

Key points

The attached Cabinet paper seeks agreement to the policy and issuing of drafting instructions for
regulations needed to support implementation of the Land Transport (Revenue) Amendrré?LBill
(the Bill).

raised.

Ministerial and agency consultation on the Cabinet paper has bee% ed, w'@oncerns

The paper seeks a delegation for you to set fees for the modernis roa(@ charges (RUC)
system on a cost recovery basis. The fees must be actua sona only cover the New
Zealand Transport Agency’s (NZTA) costs as part of it RUCCollegtor (i.e. not costs

associated with NZTA’s role as a RUC provider). T istrff must be lower than the

current fee. \
We previously advised that we would prov@vice o@ proposed fees in August 2026 and

that we expect the administration feby road\u o reduce [0C660521 refers]. This is
poft a ucture Select Committee, which raised

consistent with our advice to the % n

concerns about the level of the% rge users.
Fee amounts are a key ris t?ivate roviders entering the market. Submitters on the
regulations and prospecti ovid ave emphasised that high approval or ongoing fees could

OW Y 0\ s is needed to support investment and readiness ahead of

deter participati
market entry i
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Recommendations

1. We recommend you:

a. note that the attached Cabinet paper seeks agreement to the policy and issuing of
drafting instructions for regulations needed to support the Land Transport (Revenue)
Amendment Bill

b. note that the attached Cabinet paper seeks a delegation for you to set fees on a €ost
recovery basis where the fees are actual and reasonable and the/administration fee-is
lower than currently, and that we will provide advice on propased fees in August2026

c. agree that the Cabinet paper seek agreement to defer thieJJune 202Zreport
back to September 2027, to allow time to monitor private sector Yes / No
participation following commencement of the Bill

d. agree that the attached Cabinet paper be lodgedyon 30 July;2026 for Yes / No
consideration by ECO on 5 August 2026.

Hon Chris Bishop

Anna Wilson-Farrell Minister of Transport
Director - Revenug / /

22 /July / 2026

Comments
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Cabinet paper — Road User Charges
regulations and report back

Background

1.

The purpose of modernising the RUC system is to enable a competitive provider market that gives
road users more choice and supports innovation. To achieve this, the reforms are intended to
remove barriers to market entry. This includes providing certainty about approval requirements,
including fees.

You agreed to ministerial and agency consultation on the attached dxaft Cabinet paper
[0C660521 refers]. The paper seeks agreement to the policy and’ drafting instructions for
regulations to bring the new approval framework into effect, andto delegate fee decisions to you
before Cabinet Legislation Committee (LEG) considers theiregulationsin.September. It also
reports on market readiness, drawing on feedback frofnthe Ministry’s Request for Information
(RFI), and identifies further decisions to support the future full fleettransition.

Cabinet decisions will allow regulations to bedrafted and,approval requirements to be
announced soon after the Bill is enacted, giving)prospective private sector RUC providers time to
prepare ahead of the Bill’s expected coffimencementiinearly 2027.

Ministerial and agency consultation on the draft.Cabinet paper raised no concerns

4.

No feedback was received through ministeciakconsultation. Agency feedback was broadly
supportive: The Treasury,,NZTAand the Office of the Privacy Commissioner supported the
proposals and suggestedwefinements)dvhich have been incorporated where appropriate. The
Ministry of Social Development; Mifistry for Regulation and New Zealand Police had no concerns
about the propesal§, bt commented on matters to consider for the future full fleet transition.

The main feedback themesyand responses were:

e Privacy protections; Agencies emphasised the need to protect personal information and
public confidenceThe Office of the Privacy Commissioner sought clearer explanation of how
the propgosed regulations interact with the Privacy Act 2020, which is incorporated into the
paper:

e Fee-setting delegation and reviews: The Treasury had no concerns about delegating fee-
setting powers to the Minister of Transport. It recommended clarifying the timing of the next
fee review, which has been addressed.

e Regulation drafting: NZTA suggested minor clarificatory changes, which have been
incorporated into the paper.

We have also made some additional minor editorial and clarificatory changes to the Cabinet
paper.
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The draft Cabinet paper recommends a report back in September 2027

7. We have made one substantive change to the Cabinet paper. Cabinet previously invited you to
report back in June 2027 on the evidence from early market development, any further regulatory
changes to enable the transition, and further decisions needed to support a successful transition.

8. Asthe Bill has not yet been passed and will not commence until early 2027, we recommend that
you seek Cabinet agreement to amend that decision and invite you to report back in September
2027. This will allow sufficient time to monitor private sector participation. The Cabinet paper has
been amended to seek this agreement.

The draft Cabinet paper seeks authority for you to set fees %L

9. New fees will be required when the Bill commences. The Cabinet papér seeks agr %t to
delegate fee-setting decisions to you, so fees can be finalised thr exp ite'cﬁrocess and
included with the draft regulations for consideration by LEG. &

10. Industry stakeholders, RFI respondents and submitters Ol%gegulat' S e emphasised that
fee levels are critical to private sector participation. H@ roval,or ofigoing regulatory fees
could deter participation and undermine the obje? comfietitive RUC market.

11. ati @be based on cost recovery and

The Cabinet paper notes that fees set under

that the administration fee paid by road ux@ tb er'than the current fee and exclude
RUC provider costs. This is consistent with ou adv'c?&e Transport and Infrastructure Select
Committee and the consultation dg on oroposed regulations.
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Next steps

16. If you agree, we will work with your office to lodge the Cabinet paper by 30 July 2026 for
consideration by ECO on 5 August 2026.

17. If Cabinet agrees to the proposals we will instruct Parliamentary Counsel to draft the regulations
for consideration by LEG on 24 September 2026 (subject to passage of the Bill by that date).

18. We will continue working with NZTA to refine the fee model and provide further advice in August,
including whether the fees meet the delegation criteria and support market entry. If you agree to
the proposed fees, they will be included in the regulations for consideration by LEG. (L

Attachment withheld in full under section 9(2)(f)(iv). && \q
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Document 75

Land Transport (Revenue)
Amendment Bill - Amendment Paper
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Purpose

1.

This paper seeks your agreement to include additional provisions in the Amendment Paper to be
moved at the Committee of the Whole House stage.

An Amendment Paper is being drafted

2.

On 25 May 2026, you agreed to progress an Amendment Paper for the Land Transport (Revenue)
Amendment Bill (the Bill) [0C260386 refers]. That decision authorised the drafting of provisions
relating to transitional arrangements, commission payments, appeal rights, and fit-and-proper
person requirements.

PCO is drafting the Amendment Paper, and we propose further amendments to the Bill be
included in it. Cabinet authorised you to make further policy decisions during drafting, provided
they remain consistent with the overall policy [ECO-25-MIN-0118 refers].

Several amendments also support the secondary legislation papenseheduled for ECO
consideration on 5 August 2026. They ensure the Bill containsthe empoweringprovisions needed
to implement Cabinet’s decisions on the regulations.

We recommend additional changes to support a cémpetitive'RUC,provider market

5. We propose drafting clarifications that support ceampetitive néttrality between all RUC providers,
including NZTA. These changes respond to feedback’from: petential private sector providers and
are consistent with Cabinet’s decision to establish a competitive market in which NZTA operates
on the same basis as other providers [ECO:25-MIN-0118,"paragraphs 2.3 and 2.6 refer]. The
changes are technical and within the agreed poligy intent, so no further Cabinet approval is
required. The proposed additiofis arevin three areas:

J adding a purpose clause’te the Subpart dealing with RUC providers to clarify that the
overall objective 6f the RUC pfeyvider framework is to ensure operators of vehicles have
options in a competitive market to pay charges conveniently. The express reference to a
competitive markét coupled'with the duty to assist are designed to ensure that the RUC
collector’behaves inan even-handed way between all RUC providers

J requiring the RUC ¢ollector to use reasonable endeavours to help approved RUC providers
carry out theif funietions, including assisting them to connect to information systems where
the RUC colleetor has a particular ability to do so. This is to ensure barriers do not prevent
fair market access

J changihg the collector’s approval powers from a discretionary 'may approve' to a
mandatory 'must approve' once an applicant satisfies all statutory criteria to provide
certainty to applicants.

6. Including these provisions through an Amendment Paper reduces review timeframes and
opportunities for public consultation. We consider this justified because the changes are technical
and respond directly to feedback received during the recent consultation on regulations. Some of
this feedback was more appropriately addressed through the Bill than in secondary legislation.
For example, potential providers expressed concerns about NZTA’s dual role as regulator and
retail competitor. Explicitly stating the collector’s functions and duties in respect of all providers

20f4 UNCLASSIFIED
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will clarify and reinforce the requirement that NZTA, as regulator, must act in a competitively

neutral manner.

NZTA has agreed to the provisions setting out their duties as RUC collector to support a

competitive market. NZTA consider the changes go no further than clarifying and making explicit

functions and duties that were implied in the Bill.

Technical refinements

8. The remaining provisions are technical refinements, drafting corrections, or responses to agency

feedback on the secondary legislation proposals. They would improve workability by:

applying decision-making provisions consistently across all approval applications; applying
fit-and-proper requirements continuously; and refining approval conditions and tegulation-
making powers

authorising the RUC collector to maintain the RUC register andhdiselose necessary vehicle
data to RUC providers, to protect the Motor Vehicle Registerfrom diréct third-party access

clarifying information-gathering powers; suspensionand revocation processes; and appeals
to the District Court

clarifying technical rules for approved and unappfovéd electrenic distance recorders;
grandfathering existing devices; and narrowing the definition of system failures to avoid
over-reporting minor errors

clarifying that RUC approvals are excludeg from thedefinition of land transport documents
and that RUC provider service feessare additionalte standard road user charge rates.

Recommendations

9.

30f4

We recommend you:

a.

agree to include a/purpose provision.clarifying that the objective of
the RUC provider ffapiework'is to ensure options in a competitive Yes / No
market

agree t0 require the RUC collector to use reasonable endeavours to

assist approvedproyitlers to carry out their functions Yes /No
agree to change the RUC collector's approval powers to a mandatory
requirementionce an applicant satisfies all statutory criteria Yes /No
agreedo refine alternative payment scheme approval processes, fit-
and-proper requirements, and regulation-making powers Yes /No
agree to authorise the RUC collector to maintain the RUC register and
disclose necessary vehicle data to RUC providers Yes /No
agree to clarify procedures for information-gathering, suspension,
revocation, and appeals to the District Court Yes /No
agree to update technical rules for approved and unapproved

Yes / No

electronic distance recorders and system failures
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h. agree to clarify that RUC approvals are not land transport documents

and that provider service fees are additional to standard charges Yes /No
i. note that the Parliamentary Counsel Office will provide the final
Amendment Paper to your office following a final review by the Yes / No

Ministry.

<& & 4
N
Anna Wilson-Farrell Hon Chri Qf? < &,
@Transv

Director - Revenue Mini
30/ July / 2027 @/ ...... E
Comments . ?Q \O
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