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This document is proactively released by Te Manatū Waka the Ministry of Transport. 

Some information has been withheld on the basis that it would not, if requested under the 

Official Information Act 1982 (OIA), be released. Where that is the case, the relevant section 

of the OIA has been noted and no public interest has been identified that would outweigh the 

reasons for withholding it.  

Listed below are the most commonly used grounds from the OIA. 

 

Section Description of ground 

6(a) as release would be likely to prejudice the security or defence of New 
Zealand or the international relations of the New Zealand Government 

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

Government; or 
(ii) any international organisation 

6(c) prejudice the maintenance of the law, including the prevention, investigation, 
and detection of offences, and the right to a fair trial 

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

9(2)(b)(ii) to protect information where the making available of the information would be 
likely unreasonably to prejudice the commercial position of the person who 
supplied or who is the subject of the information 

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 

9(2)(ba)(ii) 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 
otherwise to damage the public interest 

9(2)(f)(ii) to maintain the constitutional conventions for the time being which protect 
collective and individual ministerial responsibility 

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 

9(2)(h) to maintain legal professional privilege 

9(2)(i) to enable a Minister of the Crown or any public service agency or 
organisation holding the information to carry out, without prejudice or 
disadvantage, commercial activities 

9(2)(j) to enable a Minister of the Crown or any public service agency or 
organisation holding the information to carry on, without prejudice or 
disadvantage, negotiations (including commercial and industrial negotiations) 
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this shortfall include increasing demand for maintenance and renewals and a 
substantial investment programme.  

5. The Government Policy Statement on land transport 2024 (GPS) recognised the 
pressure on the National Land Transport Fund (NLTF) and noted the Government’s 
intention to begin a series of system reforms to address revenue pressure and contain 
costs.3 

6. In July 2024, Cabinet approved the Land Transport Revenue Action Plan (CBC-24-MIN-
0063 refers). The plan initiated the system reforms signalled in the GPS and outlined a 
series of objectives and principles to guide the system going forward.  

7. Most relevant to this policy problem is the principle that users and beneficiaries should 
cover the costs: “Those who use or benefit from the transport system should pay 
without passing costs to taxpayers. The system should reduce cross-subsidisation 
between users but provide transparency where cross-subsidisation does exist.”  

Heavy vehicles cause significant greenhouse gas emissions, which electric vehicles avoid 

8. Heavy vehicles – typically diesel-fuelled – generate more than 28% of New Zealand’s 
transport sector emissions.4 HEV, however, generate zero tail-pipe emissions. HEV 
uptake can therefore contribute to reducing transport emissions. 

9. Section 37A of the RUC Act allows HEV to be exempted from paying RUC to encourage 
and support uptake of these vehicles. HEV have been exempted under this provision 
since 2017, and the exemption is due to end at the close of 31 December 2025.5 

10. In August 2023, as part of a wider work on the future of the RUC system, the previous 
Government agreed to extend the HEV RUC exemption to 30 November 2030 (CAB-23-
MIN-0378). However, the required Order-in-Council to implement this change was not 
gazetted.  

11. In December 2024, the Government published the Second Emissions Reduction Plan 
(ERP2), which covers the years 2026-2030. It set out the Government’s overarching 
approaching to achieving its emissions budgets with the New Zealand Emissions 
Trading Scheme (NZ ETS) being the “main tool to reduce emissions and increase 
removals, supporting cost-effective climate action.” The transport sector is also subject 
to the New Zealand Emissions Trading Scheme. 

12. Noting that the HEV RUC exemption is due to expire at the end of 2025, ERP2’s transport 
chapter included an action to “consider the merits of extending the exemption of heavy 
electric vehicles from RUC.” 

 

 

 
3  https://www.transport.govt.nz/assets/Uploads/Government-Policy-Statement-on-land-transport-2024-FINAL.pdf pg. 4 
4  https://environment.govt.nz/assets/publications/GhG-Inventory/GHG-Inventory-2025/Volume-1-GHG-Inventory-2025-

ME1885.pdf  
5   The exemption applies to heavy electric buses, electric trucks, heavy electric vans and some more specialist vehicles such as 

electric waste disposal trucks. There are also some heavy electric vehicles that are exempted from paying RUC due to being 
used almost exclusively off-road. Examples include electric forklifts and telehandlers. 
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Uptake of all HEV types has been slow, although electric bus uptake has been faster 

13. As of 31 May 2025, there were 891 HEV registered in New Zealand.6 Uptake has been 
fastest in the public transport bus fleet where there were 594 electric buses at that 
date, constituting around 15 percent of the public transport bus fleet. This number is 
forecast to grow rapidly due to the total cost of ownership of electric buses being lower 
than, or near parity with diesel buses.  

14. Uptake has been slower among electric trucks and other heavy vehicles, with 297 in the 
heavy vehicle fleet. This includes two hydrogen fuel cell electric vehicles also covered 
by the exemption. Overall, heavy electric vehicles constitute less than 1 percent of the 
heavy vehicle fleet.  

15. This number is expected to continue to grow slowly as there is still a difference in the 
total cost of ownership between heavy electric trucks and their diesel equivalents  This 
is expected to improve, although on a longer time frame than has happened with buses.   

What is the policy problem or opportunity? 

16. With the exemption expiring at the end of 2025, there is an opportunity to assess 
whether to continue the exemption or allow it to expire. This assessment needs to 
reassess the trade-offs between RUC revenue and HEV uptake in light of the policy 
context above, as well as other policies put in place since the exemption was first 
implemented.  

RUC rates will return to regular increases, rapidly increasing the cost of the HEV exemption 

17. As HEV uptake has been relatively slow since the exemption was introduced, the 
forgone revenue to the NLTF has a so stayed relatively low. However, under the 
Government Policy Statement on land transport 2024-2034, the Government plans to 
return to the previous practice of regular fuel excise duty (FED) and RUC increases from 
January 2027.7  This means that RUC prices will be 37 percent higher in 2030 than in 
2026. 

18. This means that the forgone revenue cost from the HEV exemption will increase year-
on-year for each existing HEV in the fleet, not just from additional HEV. As noted in the 
options analysis below, the Ministry of Transport forecasts that a five-year extension 
could reduce revenue by a total of $148-236 million, depending on HEV uptake. This 
would be 1.4 percent of total RUC revenue over that period. 

There are now other policies in place to support and encourage HEV uptake 

19. When the HEV RUC exemption was first introduced, there were no policies focused 
specifically on supporting HEV uptake. There was a Low Emissions Transport Fund that 
provided support for demonstration projects. This fund was broader than just heavy 
vehicles, although several funding rounds have focused on heavy vehicles.   

20. Beyond actual uptake number, there is limited evidence on how effective the exemption 
has been in supporting HEV uptake. In 2024, the Ministry of Transport commissioned 
research into what influences private sector vehicle purchasers when deciding what 

 
6  This includes heavy electric buses, electric trucks, heavy electric vans and campervans and some more specialist vehicles 

such as electric waste disposal trucks. This excludes heavy electric vehicles that are exempted from paying RUC due to being 
used almost exclusively off-road. Examples include electric forklifts and telehandlers. 

7  Government Policy Statement on land transport 2024-2034, p 26. 
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heavy vehicles to purchase.8 It found that nine non-financial factors were ranked higher 
than financial factors behind truck selection, including reliability of the vehicle and 
engine size. The highest ranked financial factor was upfront price. This suggests that 
while a policy like the HEV exemption is a factor supporting uptake, there are other 
factors are more determinative for the sector at large. 

21. While HEV bus uptake has been faster than for trucks, this has been at least partially 
influenced by PTA tendering processes specifying certain proportions of HEV buses to 
progress central and local government decarbonisation aims. It is therefore challenging 
to assess the impact of the HEV RUC exemption in isolation from these contractual 
requirements. 

22. There are now more targeted policies in place that tackle the key barriers of higher 
upfront purchase price. In 2024, the Government launched the Low Emissions Heavy 
Vehicle Fund (LEHVF), which provides up to 25 percent of the purchase price for the 
upfront costs of purchasing low or zero emissions heavy vehicles or converting existing 
internal combustion engine (ICE) vehicles to low or zero emissions, including HEVs. This 
fund applies to heavy vehicles over 5.9 tonnes but excludes public transport buses.  

23. As of March 2025, the LEHVF had supported the purchase of 24 electric trucks, with 
applications for about 20 more identified in the application pipeline. In May 2025, the 
Energy Efficiency and Conservation Agency made several changes to the fund’s 
eligibility criteria to improve the fund’s performance, including increased grant levels for 
some types of vehicles, broadened eligibility for conversions, and expanded vehicle 
categories. While utilisation has been slow, the fund does directly target uptake of HEV. 

24. For HEV buses, the New Zealand Transport Agency’s Requirements for Urban Buses 
stipulates that from 1 July 2025, all newly registered public transport buses in 
New Zealand must be zero emissions models. This provides a backstop to ensure the 
public transport bus fleet continues to decarbonise. Previous advice to the Minister of 
Transport has also advised that the total cost of ownership of electric buses is at or near 
parity with diesel buses. While HEV bus uptake may not be as fast without the HEV RUC 
exemption, this mandate ensures uptake will progress.  

25. While the HEV RUC exemption and these other policies could be mutually reinforcing, 
there is also an opportunity to rationalise policy support to those with lower or more 
certain costs to the Government. 

What objectives are sought in relation to the policy problem? 

26. The objectives in relation to the policy problem are: 

a. to ensure that charges on vehicles are proportional to the costs they generate 
and to reduce cross-subsidisation (“fairness”) 

b. to effectively encourage and support the uptake of heavy electric RUC vehicles 
(“effectiveness”) 

 
8  Heavy-Vehicle Operator Understanding, Ipsos, July 2024 https://www.transport.govt.nz/assets/Uploads/23-067775-01-Heavy-

Vehicle-Operator-Understanding-Report-FINAL-v6-310724-1.pdf  
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c. to provide certainty to the heavy vehicle sector on the costs they will face and 
reduce disruption (“disruption mitigation”). 

27. The first two objectives are in tension and require trade-offs.  

What consultation has been undertaken? 

28. In June 2025, the Ministry of Transport undertook targeted engagement with key 
stakeholders on the proposal. This included PTAs representing the three largest HEV 
bus fleets and two with the highest proportions of HEV buses in their fleets. It also 
included three industry bodies representing HEV operators.9  

29. Industry representatives were generally comfortable the principle of HEV paying RUC, 
although bus operators were concerned that sufficient time be provided to vary existing 
contracts to reflect this cost.  

30. The PTAs raised concerns about cost increases (and how these would be funded); the 
risk of delayed investment to expand capacity or access on their networks; and that it 
may result in HEV being underused relative to existing diesel buses to optimise costs. 
They also noted HEV RUC could cause tension with private share targets agreed with 
NZTA.10 

31. In 2022, a proposal to extend the HEV RUC exemption date to 2030 was included in the 
discussion document Driving Change: Reviewing the Road User Charges System. 
Stakeholder views on the extension were mixed. Of the 54 submissions on this proposal 
19 were in favour, 29 were opposed, and six considered the advantages and 
disadvantages were about even. 

32. Some submitters said that Government support for these vehicles was worthwhile but 
should not come through the RUC system. Some submitters also proposed tying 
exemptions to some specific policy goal rather than an arbitrary time-based target. 
Some argued that while HEV technology was still relatively new, it was too early and 
expensive to invest in unproven and uncompetitive technology and New Zealand should 
be a fast follower for the technologies that prove to be most successful. Some 
submitters argued that the HEV RUC exemption made more sense for buses, and their 
being exempt could support local government emissions reduction targets. Some local 
councils likewise submitted that public transport services should be RUC exempt.  

Section 2: Assessing options to address the policy problem 

What criteria will be used to compare options to the status quo? 

33. The options have been assessed against the following criteria:   

a. Fairness: The extent to which the option is consistent with the purpose of the RUC 
Act that road users pay “for their use of the roads that are in proportion to the costs 
that the vehicles generate”. This criterion includes considering forgone revenue. 

 
9  The public transport authorities were Auckland Transport, Greater Wellington Regional Council, Environment Canterbury, 

Horizons Council and Nelson City Council. The industry bodies were the Bus and Coach Association, National Road Carriers, 
and Ia Ara Aotearoa Transporting New Zealand. 

10   Private share is a measure of cost recovery and represents the proportion of public transport operating expenditure funded 
from private revenue sources. Private share revenue includes passenger fares, private fare substitutes and commercial 
revenue. 
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b. Effectiveness:  The extent to which the option is effective in supporting HEV uptake 
of HEV, in order to reduce transport emissions. This criterion considers HEV uptake 
and reductions in transport emissions. 

c. Disruption mitigation: The extent to which the option reduces disruption to the 
sector and is easy to comply with. This criterion considers the impact on public 
transport and NZTA’s ability to implement. 

34. The first two criteria reflect the competing objectives inherent to this. 

What scope will options be considered within?  

35. Due to the exemption expiring on 31 December 2025, the Ministry did not consider 
options that required primary legislation change. This ruled out options like narrowing 
the exemption to certain types of HEV (for example, only electric buses or only electric 
trucks) or allowing partial RUC rates to encourage HEV uptake. The Minister also 
directed that the duration of the short extension under Option 2 be 18 months.  

What options are being considered? 

36. Three options were considered: 

• Option 1: End the HEV RUC exemption after 31 December 2025 (Status quo) 

• Option 2: End the exemption after 30 June 2027 

• Option 3: Extend the exemption for the 5-year maximum allowed under the Act until 
the close of 30 November 2030. 

How do the options compare? 

37. Table 1 compares the three options against the criteria and Figure 1 shows the forecast 
impact of the three options on HEV uptake. The blue area shows expected HEV uptake 
under Option 1; (HEV uptake without any RUC exemption and reflects the expected total 
cost of ownership of HEV reaching parity with ICE vehicles). The red area shows the 
additional uptake from ending the exemption after 30 June 2027. The green area show 
the additional HEV uptake of a 5-year extension.  

 

Figure 1: MOT forecasts of HEV uptake under the three options (using the baseline scenario). 
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What option is likely to best address the problem, meet the policy objectives, and 
deliver the highest net benefits? 

38. As noted in section one, the policy objectives require trade-offs. Determining the best 
option will depend on the relative importance given to those criteria. 

39. The Ministry of Transport considers Option One would best address the problem, meet 
the policy objectives and deliver the highest net benefits. This is based it being the most 
aligned to the Fairness principle as it ends cross-subsidisation and results in no further 
forgone revenue. While some HEV RUC revenue would have to be met by NZTA through 
NLTF contributions to public transport contracts, overall HEV RUC contributions would 
more than cover this. The remainder of the contribution to public transport operators 
would need to come from PTAs. 

40. The Ministry also prefers Option One given that it also reflects that ERP2 sets the NZ ETS 
as the main tool to meet the Government’s emissions targets and there is limited 
evidence of the effectiveness of the HEV RUC exemption on uptake. Option One leaves 
the least time of the three options to implement HEV RUC, but we understand from 
NZTA that the operational changes should largely be manageable within its operational 
policies (with some limitations due to public holidays).  

Is the Minister’s preferred option in the Cabinet paper the same as the agency’s 
preferred option in the RIS? 

41. The Minister’s preferred option in the Cabinet paper is ending the HEV RUC exemption 
after 30 June 2027. The table below only considers the additional costs and benefits of 
the Minister’s preferred option. 
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Section 3: Delivering an option 

How will the proposal be implemented? 

Minister’s preferred option 

42. An Order in Council is required to extend the exemption until 30 June 2027 (Minister’s 
preferred option). The Order in Council would need to be gazetted by 27 November 
2025, at the latest, to come into effect before the current exemption expires.  

43. The Minister can only recommend extending the exemption if satisfied that the 
exemption will encourage and support the uptake of heavy electric RUC vehicles. As 
noted in Section 2, this option is expected to support uptake in the range of 40-52 
additional vehicles. 

44. Following Cabinet’s decision, the Minister will announce the extension. The Ministry of 
Transport and NZTA will work together to publicise it to ensure advance notice to those 
affected. 

45. NZTA anticipate that some operational changes would need to be made to bring HEVs 
into the RUC system. In the months leading up to the exemption ending in 2027, NZTA 
and the Ministry will undertake any necessary re-publicising of the requirement for HEVs 
to pay RUC from 1 July 2027. Private operators will need to ensure that all HEV vehicles 
have an electronic distance recorder or hubodometer, which will incur a small cost.  

Ministry’s preferred option 

46. Under the Ministry’s preferred option of allowing the exemption to expire at the end of 
2025, no further regulations would need to be made. The publicization of the end of the 
exemption would need to be made earlier than under the Minister’s preferred option 
and as soon as possible to mitigate disruption to the sector. 

How will the proposal be monitored, evaluated, and reviewed? 

47. Ministry officials will continue to monitor the HEV uptake and the amount of RUC 
revenue forgone as part of business-as-usual activities leading up to the end of the 
exemption in 2027. Once the exemption has expired, revenue and uptake of HEVs will 
continue to be monitored by the Ministry.  
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