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• higher vehicle prices at Japanese vehicle auctions (where 98 percent of used-imports
are sourced) and reduced levels of vehicle supply in Japan exacerbates this issue

• the global supply of used EVs being significantly constrained. This is particularly true
for New Zealand because of the need for vehicles built to be driven on the left-hand
side of the road

• weaker economic conditions in New Zealand that have reduced demand for vehicles
and squeezed dealer margins and financial ability to import

• ocean-freight restrictions/shipping constraints for transporting used electric vehicles.

The primary challenge for new vehicle importers is reduced consumer demand for EVs, 
which is being driven, in part, by weak economic conditions. Data from the MIA shows 
that, to meet the current targets, 20 percent of the new light vehicle market share would
need to be EVs in 2025. Currently the share is around 13 percent, however, the MIA state 
that the actual share is only around 7 percent (YTD 2025), as many of the registrations 
reflect EV sales within the industry (e.g., vehicles that are registered at a dealership 
without being purchased by a consumer). This creates a possible compliance gap of 12 to 
13 percentage points.  

As a result of these demand and supply constraints, the Standard’s current settings risk 
impacting New Zealand negatively rather than positively. The key risks are that the costs 
from not reaching the targets are passed onto consumers, affecting vehicle affordability 
and availability. This is because if charges from high emitting vehicles cannot be offset by 
credits, importers may either restrict supply and/or pass on charges as higher vehicle 
prices.  

Higher vehicle prices also risk consumers holding onto their existing vehicles for longer as 
replacing them becomes less affordable. This slows down the rate at which newer vehicles 
with better fuel saving technology are supplied to our market to replace existing inefficient 
vehicles.  

The best way to address these supply and demand issues is to make the Standard’s 
settings more flexible, and to adjust the targets to levels that are achievable and do not 
result in high levels of net charge.  

Cabinet have agreed to review the Standard’s settings and targets in 2026, however, this 
review and potential changes will take time to undertake and implement. To provide interim 
compliance or financial relief for the sector while this work is underway, intervention is 
required to temporarily suspend charges or reduce charges. This will require an 
amendment to the Land Transport Act 1998.  

Suspending or reducing charges lowers the risk of the Standard’s charges increasing 
vehicle prices while the settings are reviewed. The Standard’s credits would continue to be 
earned and registered in importers’ CO2 accounts.  

This change would be advisable in the interim as, on 1 January 2026, the targets will 
strengthen to 108 grams CO2 per kilometre for passenger vehicles and 207 grams for 
commercial vehicles. The strengthened targets will compound the issues facing vehicle 
importers. And then further strengthen in 2027. 

This is an Annex to the Regulatory Impact Statement: Revising the Clean Car Importer 
Standard Targets (the primary RIS), which was prepared following the first planned 
review of the Standard’s targets in 2024. The primary RIS can be found here: 
https://www.transport.govt.nz/assets/Uploads/Outcome-of-the-review-of-the-Clean-Car-
Importer-Standard-11-June-2024-Redacted.pdf. Some context information from the 
primary RIS is repeated in this Annex, but the proposals are separate. The Annex has 
been prepared so it can be read independent of the primary RIS. 

The MIA 
has clarified 
that this 
sentence 
should be in 
reference to 
light 
vehicles 
generally. 
The Ministry 
considers 
that this 
correction 
does not 
materially 
affect the 
RIS 
analysis. 
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Maintaining the stability of the standard 

24. The key rationale for the Standard is that, in the absence of a regulated fuel efficiency 
standard, vehicle manufacturers were supplying a less fuel-efficient selection of new 
vehicles to our market, than to other countries, and new vehicle distributors lacked 
leverage to address this. This was evident in that: 

• in 2019 across the top-selling 17 new light vehicle models, the most efficient variants 
available in New Zealand had, on average, 21 percent higher fuel use and emissions 
than models supplied to the United Kingdom  

• the used-import sector was reducing its average vehicle CO2 emissions at a faster 
rate than the new sector. Over 2016-2019, the used-import sector achieved a 13 
percent reduction in average CO2 emissions, compared to 4.2 percent for new 
vehicles. 
 

25. Therefore, there is significant benefit in maintaining the stability of the Standard while 
broader policy changes to the targets are being made.  

Equity and fairness 

26. Changes to the charge rates will benefit or negatively impact vehicle importers, 
depending on the mix of vehicles they import and whether they are in net charge or net 
credit position. Vehicle importers that do not need to use their credits to offset charges 
will be impacted negatively by a reduction in the charge rates, as the value of their 
credits will temporarily reduce. Vehicle importers that are in a net charge position will 
benefit from reduced charges. 

27. The current targets and settings impose an unfair cost on importers that cannot change 
the composition of their imports because of exogenous supply and demand constraints. 
This results in most vehicle importers facing significant net charges. This is not the 
intention of the Standard and is sub-optimal from an equity and fairness standpoint.  

28. The ideal position from an equity and fairness objective, is to have the Standard be 
revenue neutral. With such targets and settings, the charges issued are equal to credits 
earned and costs are transferred between vehicle importers, and no net cost is passed 
onto consumers.  

29. As resetting the targets will take time, achieving this revenue neutral position is not 
possible in the short-term. Therefore, the interim compliance relief should aim to strike 
a balance between reducing the burden of unattainable targets while maintaining the 
value of the credits for credit holders.        

Fuel savings and emissions reduction    

30. It is estimated that, with the Standard functioning as intended, New Zealand will benefit 
from fuel savings of $1.5-$1.7 billion over 2023-2050. The Standard is also a 
complimentary measure to the Emissions Trading Scheme (ETS) in New Zealand’s 
second Emissions Reduction Plan (ERP2) and is expected to deliver gross CO2 
emissions reductions of 8.2-9.6 million tonnes over 2023–2050. 

31. Reducing or suspending charge rates will negatively impact the fuel savings and 
emission reduction potential of the scheme. Interim measures should aim to continue to 
incentivise vehicle importers to bring in fuel efficient and lower emissions vehicles, 
while mitigating the impacts of imposing inefficient net costs onto the industry. 

Affordability and availability  

32. If charges from high emitting vehicles cannot be offset by credits, importers may either 
restrict supply and/or pass on charges to consumers in higher vehicle prices. The intent 
of the Standard is not to make vehicles unaffordable, or to restrict the choice of 
affordable models to a select few models e.g. for used-imports the Toyota Aqua.  
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What option is l ikely to best address the problem, meet the policy 
objectives, and deliver the highest net benefits?  

Option 3, B 

42. Options 2 and 3 perform best against the criteria, as set out in the analysis against the 
counterfactual table above. Although they registered the same score, this Annex 
recommends reducing the top charge rate to $15 (Option 3), as it provides greater certainty 
of meeting the objectives set out in paragraph 21 and 22 than Option 2.   

43. The two-year period for this reduced rate (option B) also performed best against the criteria. 
This is because there is a risk that one-year would risk missing the 01 January 2027 date 
and rush the period for which proper analysis for the broader changes required can be 
undertaken. A two-year period mitigates this risk and provides the Standard a better chance 
to function effectively in 2028.    

With an additional measure to extend the life of credits issued in 2023 

44. This option negatively impacts low-emission vehicle suppliers that are in a credit surplus. To 
mitigate the risk of these importers being unfairly affected by this interim measure, by losing 
potential returns due to the reduced value of credits issued in 2023, an additional intervention 
should be introduced to ensure that no credits expire before 31 December 2028.  

Industry view and response 

45. Key vehicle importer stakeholders (the MIA and VIA) were provided policy details to 
comment upon. Their views were used to shape the final form of Option 3, whereby the top 
rate of $15 per gram of CO2 was proposed by the MIA. 

46. The VIA agreed with this proposal, including a top rate of $15 per gram. 

47. MIA also considered restricting reduced charges to 2026 only would compress timelines, 
increase uncertainty and risk of significant market disruption, as well as undermining both 
industry confidence and policy credibility.  

What are the marginal costs and benefits of the option? 

Costs  

48. Option 3 B will impact those with credit deficits and credit surpluses and will result in 
additional fuel costs and emissions out to 2050. 

Impact on the value of credits 

49. The value of credits will be significantly reduced, and therefore negatively impact vehicle 
importers that have a surplus of credits or will generate a surplus of credits over 2026 and 
2027.  

50. As of September 2025, there are 6,206,484 credits available for credit offsetting. The value 
of these credits will reduce significantly for the two-year period when the charge rates are 
reduced. This negative impact is mitigated by the fact that the reduction in their value is only 
a temporary measure, and they will return to their previous value on 1 January 2028.  

51. However, 2,895,929 of these credits available for offsetting were issued in 2023 and under 
current settings, will expire during the period where their value is reduced. For this reason, 
the additional measure of extending the life of these credits to 31 December 2028 is 
recommended.        

Additional fuel costs and emissions 

52. The key rationale for the Standard is the fuel savings and emissions reduction it provides. 
Modelling estimates that by suspending the charge rate of the Standard as per Option 4: 
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• New Zealanders would spend an extra $115 million on fuel between 2026 and 2050 
with this proposal, $69 million of which will be spent in the first 10 years. 
 

• The transport sector would produce an additional 83 kilo-tonnes of CO2-e GHG 
emissions between 2026 and 2050, of which 28 and 23 kilo-tonnes of CO2-e would be 
produced in emissions budget periods 2 and 3 respectively. 
 

53. Due to time constraints, this analysis was unable to model the impacts on fuel savings and 
emissions reduction for reducing the charge rates for Options 2 and 3. However, it is likely 
that the extra fuel costs and additional emissions would be similar, or slightly lower than what 
is estimated for Option 4 above.   

 
Benefits 

54. Although Options 3 and B comes with significant costs, on balance, temporarily reducing the 
charge rates is more beneficial than the status quo. 

Provides temporary relief (estimated savings from charges) 

55. To give an estimate of the magnitude of the compliance relief that this proposal will provide, 

based on the level of charges incurred for the year to September 20252, Options 3 and B 
would result in the following: 

• new vehicle importers incurred a total of $128 million in net charges (at $54/67.50 per 
gram of CO2) over this period. At $12.50/15 per gram of CO2, net charges incurred 
would only have totalled $29 million. This equates to savings of $99 million. 
 

• used-vehicle importers incurred a total of $42 million in net charges (at $27/$33.75 
per gram of CO2) over this period. At $6/$7.50 per gram of CO2, net charges 
incurred would only have totalled $9 million. This equates to savings of $33 million. 

 

Maintains stability  

56. Options 3 and B looks to strike a balance between providing interim relief for vehicle 
importers while retaining a price signal to continue importing fuel efficient and low emission 
vehicles. This will reduce the risk of market dysfunction, where excessive costs are passed 
onto consumers. The proposal will also maintain incentives for low emission vehicles, and 
allows for a smoother transition back to previous charge rates in 2028.   

Risks – stockpiling of credits 

57. Reducing the charge rates for an interim period increases the risk of importers gaming the 
Standard’s settings. The greatest risk here is the stockpiling of credits.  

58. Reducing the charge rates for the Standard will likely incentivise vehicle importers to 
stockpile the credits that they earn during this period. This is because the credits that they 
earn during this period will become more valuable once the charge rates return to previous 
levels. This will extend the impact of this policy intervention beyond the one- or two-year 
period that it is in effect.  

59. This risk is mitigated by the fact that the number of credits that are earned has dropped 
considerably each year as the targets have become tighter. In 2025 the total credits earned 
was 2,034,171 and we expect credits earned to drop further still as targets become tighter in 
2026 and again in 2027. Therefore, should vehicle importers choose to hold onto all the 
credits they earn over a two-year period, it is likely that the size of this stockpile will be less 

 
 

2 This assumes no behaviour change, therefore is only an estimate as it is expected that some behaviour change 
would occur as a result of the reduced charges.  
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than 4,000,000 credits, and will not significantly distort the functioning of the Standard from 
2028 and outyears.     

Flooding of high emitting, low efficiency vehicles into New Zealand 

60. There is a risk that vehicle importers will import less fuel efficient and high emission vehicles 
during the period where the charge rates are significantly reduced. As illustrated in 
paragraph 52 above, it is expected that this interim period will result in less fuel savings and 
higher emissions.  

61. This risk is mitigated to an extent that the price signals remain in place that prioritise fuel 
efficient and low emissions vehicles, and that most new vehicle distributors have limited 
flexibility to alter supply plans to respond to these measures. For example, supply plans for 
2026 will already have been finalised by many importers.        

 

Section 3: Delivering an option 

How wil l the new arrangements be implemented ? 

62. The preferred option relies on making legislative amendments and changes to 
technical systems and procedures. As no significant new legalisation or systems are 
necessary, we consider risks of delay and delivery to be reasonably low. 

63. Amendments would be needed to the Land Transport Act 1998. 

64. An Amendment Paper to the Land Transport (Clean Vehicle Standard) Amendment Bill 
(No 2) will be introduced at the Committee of the Whole House stage. This is expected 
to take place in December 2025. 

65. The changes to the charge rates can be made by NZTA and vehicle importers without 
significant changes to their current operations.   

How wil l the new arrangements be monitored, evaluated, and reviewed? 

66. A monitoring and evaluation framework is already set up and will continue.  

67. The Ministry of Transport and NZTA prepare and publish monthly reports on the policy, 
to enable public interest and discourse on the policy: 

o www.transport.govt.nz/statistics-and-insights/fleet-statistics/sheet/light-motor-
vehicle-registrations  

o www.nzta.govt.nz/vehicles/clean-car-programme/clean-car-standard/clean-
car-standard-credit-reports/  

68. The preferred option will be in place from 1 January 2026 for two years.   
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