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Purpose

1. This paper updates you, and seeks further feedback on, the introduction of a regional fuel
tax (RFT) in Auckland.

Executive summary

2. There are nine key design choices you can make in introducing a RIET" We WOuIdfﬁké tg N
discuss these choices with you on 4 December 2017. < ;

3. We have discussed the proposed RFT scheme with Aucklandﬁoun@l Aucklar@ €duncll
would like to be able to use RFT funds for a wide range @ of transpbrt activities (ig@th operating
and capital expenditure), subject to agreement with Ministers. Our adwee:;s\that RFT funds
ought to be applied to specific capital projects agreed wﬁh“lﬂmlstgrs—\ jj;

»

4, Following an indication of your preferences on tﬁevdes{gin)of a’ RF\I ef wul prepare a

Cabinet paper for you. The Cabinet paper wﬂlprthde’the /iqndameﬁfal design aspects of the
policy. A RFT will require an amendmentto the Land Trénspbrt Management Act 2003.
5. We suggest you take the Cabinet paperdﬁgﬂy to Cabméhm Monday 18 December 2017.

6. We have talked to all of the first aml most of the slecémd"tier fuel companies that distribute
fuel to retail destinations in Aucl ck!ahd:'rhe/y Have ganfirmed that they are able to implement
collection of a RFT by 1 Ju{y 2Q’LB at littles additiﬁnai cost, provided it uses the same
concepts as the exnstmg).ebal Authonﬁ;’e‘s Ruel, Tax (LAFT) in the Local Government Act
1974.1 Broadly, the LAFT )apph‘es Hen fUB%IS distributed to a retailer, and is very similar to
the approach in the~2008 RFT Ieg ahom

0tw,~

7. The New Zealand*Autgmobjg\Assematlon (AA) is open to the idea of a RFT; the Road
Transport Formm”are oppaiseek@uﬁther details of stakeholder views are set out in the

8. This pabergets out; bptlons for the shortened legislative process to enable the new scheme
,t@ beqn giace by:LJC}ly2018 as well as a more conventional timeframe.

Str.uétu(e Q’f thls pa\petc o
Sy j

part two: design of a RFT for Auckland
part three: limits of a RFT

= g4 part four: parliamentary process, consultation and communications

9.5. part five; recommendations,

1 { ocal Authorities Fuel Tax is 0.86 cents per litre for petrol; 0.33 cents per litre for diesel.
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Part one: revenue forecast

10.  We have estimated that a 10 cent per litre RFT in Auckland will generate between $170
million and $190 million in revenue per annum through until the end of 2028, with revenue

then falling.

11.  The primary reason for falling revenue, from the end of 2028, relates hot to decreasing )"cad
use or number of vehicles, but the i mcreasmg share of road use attrtbgtab eto electnc“ N
vehicles. The impact of electric vehicles is negligible in 2017 and |s‘expeof to mcrease'
between five and 15 percent by the end of 2028. S

b'*,,f

D

12. This estimate does not take into account:

12.1. legitimate avoidance by consumers or large trucks that travekbatwéen reglons it is
possible that some consumers or large trucks ihéHravel betweemeglons will be

able to avoid a RFT by purchasing fuel m'a”fegaéﬁﬂtxhat does‘nof have a RFT

12.2. illegal avoidance by fuel being d|stnbt1'fedw hout aRPT b‘em@ pald

12.3. any unforeseen future growth or dechn_/ i}n' fuet usg

\ _,}; “\\‘

13.  Cabinet agreed an oral item that; subject t@fmalcabmet decisions, the Government will look
to develop legisiation tha)tév'il\aﬂow Auckland’ Council to introduce a RFT in 2018 of up to 10
cents per litre on petrol; and, dlesel puréhased\fe’r use on-road, using the 2008 RFT legislation
as a basis (CAB- 17-MLN"651'D refers) A/

14, Toenable the fi naLdemSmns tabétgken by Cabinet, and the preparation of & Cabinet paper,
we would like tq‘getydur fee?:tt;aa%n nine desigh issues relating to the most fundamental
aspects ofihe\poiiby This. sefctlan sets out the design issues and associated strengths and

weaknesseéf

Part two: design of a RFT for Auckland“ : y

’\}‘v’( d

How shglﬂd the,fevenuelbe,\sgen’t? Spent on specific projects? Or part of general transport

reverwe?’ N Al
,»"" 3 - R‘x A k\ i
Té ] e’ nota/ i Paﬁ -one that a RFT will raise a significant amount of revenue — potentially

< “betwe?mﬁ»im and $190 million per year.

mf r%ey should be spent. There are four key options, and any number of other options which
also be devised, which will all fit somewhere on the spectrum.
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3, Auckland Cotneif's
prelevence ~fand
transpory acthities

propased In UTP snd

e

17.  The four key options are described belows, <
NI AR O N
Option 1- Capital projects identified by, Ministers
17.1.  This option would restrict RF}fuqd]fnq‘tﬁ projects specified by Ministers, You would

=,

choose this option f, fof exafmple, you wanted the RFT to fund the seven public

transport infrastruefure projects.identified in the election manifesto.

RN

e

o

e
&

17.2. Ibiéﬁb}i?x;\:vowd.}e ﬁ'kthe RFT to be used to fund projects (or a subset of them)

~identified in ATAP.{or-any similar Auckland Gouncil — central government structure
Whiiefi might replace'i).

Y NN ‘/ . .
/Option 3~ Transport projects identified in Auckland Council's Long Tetm Plan or
. Regionatkand Transport Plan

pomsien
-

./ This-Option takes a much broader view of the purposes of RFT, and delivers it as an
< additional funding mechanism for Auckland Council’s transport activities. It takes the
. \WigW that the local government democratic and consultative processes will identify
priority transport activities. Activities that also require National Land Transport Fund
funding will be subject to the NZ Transport Agency's investment decision making

framework.

Option 4 — General activities

17.4. This option is the broadest of all, and treats the RFT in the same way as the existing
LAFT - a funding mechanism which the Council can use across its entire range of
activities.

Auckland Council’s view

18,  We have engaged with Auckland Council on this question. Auckland Council has provided its
perspective as follows:

18.1. Auckland Council wishes fo use the funds from a RFT for “transport activities”
specified in its Regional Land Transport Plan (RLTP) / Long Term Plan (LTP) /
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Annual Plans. These are proven statutory instruments which support a
comprehensive approach to planning transport investment, with clear linkages to
services levels, asset management plans and growth/land-use planning.

18.2. Legislative provision for "transport activities” will include both major and minor
projects, and capital and operating expenditure, From Auckland Council's P
perspective the benefit of such an approach is that it avoids unbalanced mve;t/ment
in large infrastructure assets without providing for the mathnance of these»a,ssets
the services provided through them, or important smaller s¢ale. cap‘ tal ln\(estments
By way of illustration, this would allow RFT revenues tobe @ss:g\néd to Auﬁklarxd
Transport's network optimisation activities. These comane\a mix of WnOrcapltal
works and operational expenditure, and will deliverttia.; greatest returm
investment of all the ATAP projects as well as prqv;dmg‘the mostrmmédlate relief of

congestion in Auckland. i ST

18.3.  The Auckland Council proposes that Mmfsters wauld ap{orove a RFT to fund
transport activities that have been ldenﬂﬁ&d asa prwnty farthé region, and which
cannot otherwise be funded within.the hé?nded timéframe: The Auckland Council
would welcome a legislative requirement for the.t ransport programme partially
funded by RFT revenues to be“]mﬁtly agreed v@mtﬁe Crown.

18.4. If, however, the governm\ent de lﬁes the4egls[a£ton is to provide for transport
“projects” as opposed o th@u klapd@otmcﬂ s preferred “transport activities” it is
important that Auckfand.Council dés'aeunc “agrees with the government what those
projects are. This qcauldi t}e eltheﬂhrougﬁ identification in the LTP / RLTP / Annual
Plan and sub}eef to final appgqval‘ the Minister or through the ATAP refresh. The
Auckland Cou il v@uld pre fe[the’ ormer, as ATAP does not have statutory
status. Identify gprOJects Aroligh the LTP / RLTP / Annual Plan has the benefit of
ensurlng‘iha_bbonsultétl‘en -an, the fuel tax is achieved, without requiring a separate
conéultaﬁetrﬁroce&s@bé uindertaken (as previously required by the 2008 RFT

;leﬁglslat jony. \;\;\

{‘r‘/,

18.5. “The’ Auckl{nd Counctl is opposed to hypothecating the tax to specific capital
. pﬁbjects?as the }608 RFT legislation did, because a highly specific arrangement
) Tidescnb ﬁgagecvflc pro;ects anticipated benefits, timing and costs, additional
2 fundL ‘sgurces and precise percentage allocations between projects, is
g1,&1‘me/(3*e sarily complex and inflexible. The Auckland Council is also concerned this
N aﬁoulﬂancrease the risk of judicial review (given projects inevitably change over time
“Juefo the consenting process or changing community needs).

Ministiy of Transport’s advice

19.  We agree with Auckland Council that the approach taken in the 2008 RFT legislation was
probably too prescriptive.

20.  Of the four options above, our preferences lean towards option 2. This option supports the
approach that RFT is an additional imposition of taxation on Auckland drivers, and that there
should be some clearly identifiable additional benefits delivered by it. Given the relatively
small number of projects to be funded, it should be possible for Ministers to assess the value
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of those projects, and whether additional funding is truly required for them. The projects that
you might identify under option 1 are also likely to meet this criteria.

21.  We can see merit in option 3. A RLTP guided by the Government Policy Statement on land
transport could produce a set of transport initiatives that align with Ministers’ priorities.
Further, these initiatives remain subject to the scrutiny of the NZ Transport Agency if they,
are to be funded in part from the National Land Transport Fund. While Auckland Counzﬁll has
proposed that initiatives under this option be subject to agreement WLth Minlaters we;hm&
that the likely volume of these kinds of initiatives means that it will b\ammdtﬁlcultzfo? ) ’
Ministers to form a view on them. This creates a risk that, rathepman b*em’g used to “fund
additional transport activities, RFT would be substituting for ex@tmg fundmg §0utces,

22.  We do not support option 4 — we think that funds raised icom transport samces*‘should be
spent on transport activities-and infrastructure. Y | 5

23. In relation to the first two options at least, a decis uired ah wi ,e‘ther RFT revenue
should be able to be used for capital expendlmnéonmﬂie‘apltalfexpend’ ture plus repayment of

debt incurred to fund the relevant project, orafsain‘ewde opéraho\nal expenditure.

A
LN

~ﬁyf"\;‘:‘:§9’(2)(9)(i) of OIA.

25.1. putin pla@e lsfaﬂon enabhng—a RFT to be put in place for any region

coverage/ep’tl n1 0N "i

\

SV
252, put 'h‘»g]ase Ieglﬂaﬁqﬁtﬁ&ﬁ only provides for a RFT for Auckland
A e‘rage optlon 2}

26, Ceveragé optlon 1 reﬂqcts the design of the 2008 RFT legislation.

kS \\j

T

oA ou l:;ave mdgca{eﬁ't’o date that Auckland is the focus. However, a significant funding need

P \c‘euld arjse-in-angther region in the future — perhaps as a resullt of significant population

< ;g}‘owth,g cﬂh@ figed to rebuild infrastructure following a natural disaster. Coverage option 1
prowda T@blllty to deal with such a need on a case-by-case basis for a RFT in another

reglpn Wlth control always remaining with Ministers.

k \f»YQvu- wish to exclude the possibility of other regions making a proposal for a RFT, legislation
- ould be drafted restricting a RFT to Auckland (coverage option 2). This would provide
N “Yehicle owners outside Auckland with greater certainty around their future fuel costs.

i I |
1 5, J /
b e’

™. o . .
287  Coverage option 1 is our preference.
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How should a RFT be established? Should legislation require a proposal from the region and then
an Order in Council?

30.  There are two process options for establishing a RFT.

Process option 1: enabling the Auckland Council to make a proposal fora RFT

31.  The process is summarised below:

A regional councll proposes a RFT and cons“ultsﬁte . ;j
community. W :

Joint Ministers (Transport and Flnance) cg)nsmg; tlte p!?dposal
from a regional council. Leglslatlcnw!ﬂzpfovide jcihtJWnisters
a broad discretion to accept Of refect théproposal

Joint Ministers, if thaya;’(;ept the\ opf sal, seek an Order in g "
ﬁnunc il to esﬁblmme RFT.

32.  Consistent with the 2093 R}:T }pélslat(oﬁ“ﬂﬁ ‘objective in requiring a proposal is to put the
responsibllity for inltiatmg aRFT firmly.0 omﬁe reglonal council. For the avoidance of doubt, a
regional council In@deﬁafﬂmtar’y aﬂtho‘”'fy

33.  Auckland Counéjw.(ourd put‘f“ ‘gra proposal for a RFT specifying, among other matters,
the tax rate; hQWxWIShest u§et e money and the duration of the tax. Your decisions on
how the’ lﬁﬂﬁe)(i‘s spent wollld: restrict what the Auckland Council could propose. We
propose tbat Jegislation gives joint Ministers (Ministers of Transport and Finance) broad
d,lscfetlon o’ accept oﬂeje{:t a proposal, as did the 2008 RFT legislation.

_— ‘We have dISCB§§e;f thls with the Auckland Council, as this process option is our preference.
Aupklandﬁoun@L ‘has indicated it would like to consult on a RFT as part of its LTP between
—-28 Febrbary 2018 and 28 March 2018. Auckland Council could develop its proposal and
consuit a]fffm parallel with the passage of the primary legislation through Parliament.

f/./

, ‘Pmdess ophon 2: legislation prescribes a RFT for Auckland

,,3;»5:#\"\R;ocess option 2 is for the legislation to be simplified, and rather than Auckland Council
{ i,\ \; applying for a RFT as under option 1, the legislation could directly prescribe the RFT for

" Auckland (with or without the ability for other regional authorities to apply for their own RFT).

36.  This approach could be seen to align better with a situation where central government has
already identified the projects which it wishes to see funded. It is unclearif, or whether, it
would make sense for Auckland Council to consult with ratepayers if this approach was

- taken,
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Should a RFT apply to petrol and diesel but exclude compressed natural gas (CNG) or liquefied
petrofeum gas (LPG)?

37.  Cabinet has already stated that RFT will apply to petrol and diesel. Not applying the tax to
diesel would result in a distortion in favour of diesel vehicles.

38.  We do not propose that the tax is applied to compressed natural gas (GNG) or hquefled " .
petroleum gas (LPG). We understand that the majority of these fuels: afe {ised off-road ancja
considerable amount of the excise duty paid on CNG and LPG i rs uiirma,té)ly refunded .

x'f-—-‘"/

Should the legislation specify a maximum tax rate — g legislative caﬁf?”Or sﬁpu/d the Iégislé?/on
provide an adjustment tax rafe over time? ~

39.  Primary legislation could specify:

39,1. no maximum rate

40. IfaRFT is in place for a number of yea\rsqmoi sbec;fyl niaxnmum rate in primary
legislation would allow the tax to be’ ﬁ‘mr*e Teadily bead) sted for example, taking into
account inflation. Not specifying amaiqmum ra(e?wauldallow joint Ministers to more readily
increase the rate of without changlhgpnma{ﬂagssjaﬂén This would be our preference.

o BN

41.  One reason why you mlghttQ szh to spesifx‘m a maxnmum rate in legislation is to provide a

level of certainty to busmess’eg and hbgséh(’pl?fs about the maximum rate of tax.

42, You have 'ga[kgé[ about a RFT"aemg a short- to medium-term funding tool for Auckland.

43.  Given good regulafo?*y praptlce expected change away from liquid fuels and likely future
revanug mechamsmsxwé recommend a RFT be limited to ten years. A review prior to the
xefxp@haf the~l3FT£heuld be triggered to ensure that considered decisions can be made
) ?x «abﬂut its cantmuaﬁon or cessation.

f! ;{’s&,

Ao

Howxshould bathe FT be collected?

"A\RFT could potentially be collected at the:
;}4.1. wholesale level (when the fuel is produced or imported)

f,f 44,2, distribution level (when the fuel is distributed to a retail destination)

44.3. retail level (when the fuel is sold to consumers).

45.  To minimise compliance costs, we propose that the tax is collected at the distribution level -
when fuel is delivered to retailers or any other location where fuel is supplied, such as fuel
tanks on farms, for example. Collecting the tax at this distribution level would mean the legal
liability would be on persons distributing or providing fuel to retail destinations. This is the
approach taken in the 2008 RFT legislation.

46.  From talking to the fuel companies, we expect collecting the revenue at the distribution level
will be relatively straightforward.

Page 8 of 14



47.  Collecting the tax at this level is supported by the fuel companies, as it would align with their
existing LAFT obligations in the Local Government Act 1974.

48.  Collecting the tax at the retail level is not preferred, as it would result in greater
administration and processing costs. Collection of the tax at the distnbutlon level reduces the

number of parties involved.

49.  Collecting a RFT at the wholesale level is more complicated as not all ft}él wholesaled/

transported to other regions).

How should the legislation deal with off-road fuel use?

50.  Cabinet has already decided that the RFT will only apputﬁ}d fuel purchg"sedmt*or use on-road.
Therefore we suggest there be a way to exclude or,ref dfiEé’tax foereT used off-road.

51.  There are two ways of dealing with off-road fuel ué\e

s - (‘
51.1. exclusions — where the ultimate use aﬁhe*fhel is knowh thié fuel company is not
required to pay RFT on the fue| squhedXo the reéaﬂdeﬁfmatlon

s m\««m* f

O k
51.2. refunds - where the end use of. me Juel can on

Exclusion

52,  As noted above, we prdpbse*tc allgn kexRFT concepts with those already in place under the
LAFT concepts. Thﬁmeaﬁs RFT wouldm apply to fuel:

&\'\'; ), e g\
52.1. usedinthe gemratlmgiﬁ!ebﬁ101ty
\ L S ; N

52.2. su«b%ﬁedvfor use as fuelfor any commercial ship

,f' x

ANt
&wﬂ?{ad buys s@ﬁlfrc‘a’nt guantities of diessl for its locomotives. Because this fuel is not used
0y ‘an—’mad ishould Aot be subject to RFT. We are discussing with KiwiRail and its fuel

‘“suppherﬁi'whgther exclusion is possible or whether a refund will be required,

MekExmse Duty (FED) is levied on petrol at 59.24 cents per litre. A refund of FED can be
€laimed where petrol is used in vehicles which are not required to be road registered (such

™ ‘a8 quad bikes on farms).

; ' No refund of FED is available for other vehicles or uses, such as power boats or petroi-
powered gardening equipment. This prevents fraudulent claims.

56.  The NZ Transport Agency currently has a system in place for the refund of excise duty. This
system could be used to refund any RFT on petrol.

57.  We recommend that the refund rules enable those who purchase petrol which is also subject
to RFT to ¢laim a refund at the same time as claiming a refund for FED.
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Refund - diesel

58.  Wethink it is important that the RFT treatment of off-road use of petrol and diesel is the
same, and accordingly we recommend mirroring of the rules under which operators of petrol
vehicles can claim FED refunds to enable RFT refunds to be claimed by operators of diesel
vehicles. This will ensure that RFT is not applied to operators of vehicles like tractors angl

o

construction machinery. o e
4_.; ",/ /‘ / ,f‘\\\\

59. . Operators of road-going diesel vehicles pay for their use of the roads“b gway of ad user
Charges (RUC), which are based on distance travelled. They are a\lirle\io claim re nds} of
RUC for distance travelled off-road (such as on farms) — which’ is. d;ffef“ent frambpe‘rafors of
petrol road-going vehicles, who cannot claim any refund of. FE\D foﬁeﬁ-road use e

60.  Our preference would be not to allow a claim for RFT ,réf d when RUC%hacles are driven
off-road, because we think that it is both challenging* @ ir on%haopgmfors of petrol
vehicles. This is because RFT works on a fuel put‘cha,sed\bass (whergas RUC works on a
distance travelled basis. This means that operafars of dilesel v\ehmiesWhlch are subject to
RUC will still pay RFT for their off-road user,juéft ?s eperatars n?pef/ol vehicles will.

61.  However, if your preference was to allgw aTefqncf for (ﬁ“reaé] ‘use for these vehicles, we
could investigate making a refund avgrla’qieior RUG. yéﬁ@hs used off-road in Auckland (and

potentially outside Auckland), buLnotfornh road U th“@ m_}xslde Auckland.
S \‘ X k *«x \
62.  We will need to work closely with th‘eLNZ T;{ portAgency to minimise transaction costs
(measures could include §aﬂ’“ g minimum- ‘lévelsTor refund claims and aligning the RFT
refund claims with the eagstmg ré#und c@md‘qrms)

\,“L );

Who should administer, mamtor ana enforce a‘“RFT7

63.  Whilst this |sffa11=eg|ena1 taxw&pszose that the tax is administered centrally. We propose
that the NZ Transpat Ageh\cxs“nécts and distributes the revenue to Auckland Council.
LAFT ig] awl dlrsectly by the fust companies to regional councils, without any oversight, and is
nota ma\dellhat we would propose to replicate for the much greater amounts paid under

RRT. 7 N\

-E_&u Q T
64, a We prbpose“tha\t f;@“dlstnbutors file a monthly return with the NZ Transport Agency detailing
Pl eri dehverea to-retail outlets in the regional boundaries. The revenue from a RFT would

; Jnove fn‘ofn thé NZ Transport Agency bank account to the regional council as soon as
o possrb N

65. Wé zpropose that the NZ Transport Agency would recover its costs from administering the
x/s‘chame and paying refunding claims from funds paid to the NZ Transport Agency from the

tax

1‘/" 1
\ B&w Fuel companies have expressed their concern about the risk of some independent tanker
operators purchasing fuel outside Auckland and transporting it into Auckland for sale. We

propose this be addressed by:
66.1. penalties, such as those included in the 2008 RFT legislation, for someone who did
not pay RFT

66.2. Auckland‘Council (or Auckland Transport), in conjunction with the NZ Transport
Agency, monitoring and enforcing the legislation. We have raised this with Auckland

Council, which is still considering its position.
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Part three: limits of a RFT
Risk of fuel companies spreading the cost of RFT beyond Auckland

67.  In our previous briefing to you, we advised that there was a risk that fuel companies would
spread the cost of the RFT beyond Auckland.

68.  We have since spoken with the Ministry of Business, Employment ang} jﬁ}mvanon (MBIEx
MBIE's advice is as follows. g

68.1. Fuel prices in New Zealand have bheen fully deregulatedﬁnce 1988 and: the,re—fe
nothing preventing retail outlets from selling fuel in diﬁerent reglons at dif;efent
prices. This is already occurring, with price dxfferences bebween Wellmgten and the
South Island, on the one hand, and the rest otﬂ1e*r&slgrth Isiand, e’ﬁjhe other hand,
becoming more pronounced since 2015.

68.2. One manner in which motorists outmde*ﬁf\A\ueﬁland m«gﬁ‘b&m pacted by a RFT on
Auckland is if fuel suppliers were to chooéq tg accgpt QIOWér margin in Auckland
(e.g. by keeping prices constant in in Aucktar‘id nofwtttxstandmg the introduction of a
RFT in Auckland) and then seek te~recover theeemarglns in other parts of the

country. . \ “

68.3. There is also the poteﬁ\ﬂal fo?”demand Ieakage" whereby motorists in the Auckland
region may seek ta purchése fuelQ\ﬁeWour|ng regions with lower prices
(assuming that fuél. suppﬁers there\td seek a similar margin in Auckland and

nelghbourmg\reﬁlﬁns? A
69. Inour dlscussmn w+th MBIE they\dx&\not consider these risks to be fatal to the overall policy

objective. “f\ A

PO e < \ SN

Potential soc:af eﬂd ecénom/c impagts’of a RFT

70.  Inour eaﬂ}ef brlefing, we' ‘Aoted the potential for a disproportionate impact on low income
7 hmlSehotds wamﬁndertake further work to determine how best to assess the social and
o \eqﬁ}tmipaqis of 2a’RFT, We may be able to use insights from a framework being developed
“tQ aSsese,somaW\and distribution impacts of congestion pricing for the purposes of the
Smérter Transport Project, A draft of this framework will be available in early 2018,

‘ z—T—AUCKl\ 1
71, G’ﬁeﬁ 'the reasons the Road Transport Forum opposes a RFT is the potential adverse
e e\sonomxc impact resulting from an increase in freight costs. Westpac's November 2017
»jEcénbmlc Outlook estimated that the combination of the direct effect of a RFT, the increase
Jn freight costs and the removal of the interim transport levy currently paid by Auckland
y ratepayers would add 0.05 percent to inflation.

PErt four; parliamentary process, communications, consultation and next steps

Options for pariiamentary process

72.  Avery rapid passage of the Bili will be possible if passed under urgency, using extended
hours or having a shorter than normal period of select commitiee consideration. There are
two options to achieve an implementation date of 1 July 2018:

72.1. parliamentary process option 1 — passing all stages of the Bill under urgency or
extended hours, This would mean there would be no select committee process. This
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would require approval either by Parliament (for urgency) or the House Business
Committee (extended hours).

72.2, parliamentary process option 2 — introducing the Bill followed by a vote to determine
how long the select committee has to consider the Bill. Standing Orders provide that
if this is for a period of less than 4 months, there is an unlimited (in time) debate 1 m
Parliament on the matter. The following is an approximate ouﬂmé gf the wholef
parliamentary process in terms of time taken:

o first reading and debate (1-2 sitting weeks)
o select committee (3-4 months)
o remaining house stages (1-2 sitting weei@,

73.  Normal parliamentary process (parliamentary proc;éss gp‘\f’oﬁ 3) Weuld v,olvmg introducing
the Bill in the usual way with referral to select capifittes-for ap mnb ely 6 months, The
following is an approximate outline of the tlm@eé((ecf for tl:re hosmal*parhamentary process:

o

o first reading and debate (m snﬁm‘g weeksL NS
o select committee (6 months} AN ?\x“ ~
o  remaining house s’(a\ge‘s\@ 3 sﬂtmg&qét—ﬂ{s)

74. A normal Parliamentary timeframe I ‘sf»unhkpry«to a\sh;e’ve an implementation date of 1 July
2018. If normal Parhamentarypr cess is écldpted?’an implementation date of 1 October 2018
would be more reallstlc"\ J

/’x'\ \, N

- ()

75.  Stakeholders will bekegn 40 kngvy ‘Whettisr there will be a select committee process. Due to
the accelerated Qel@y QeVelopmeg‘f/and the technical nature of the legislation the select
committee processwtfl provide an. bpportunity for details to be worked through. Though we
have tneg\to\@rjsu(e its woﬁeébrhty%y engaging with stakeholders, there are some technical
risks w;th nat re;emng the Btl! 10 select committee.

\_;

Commumsatlons Jmk to wngestlon pricing

’i’@u wﬂi recalvé a\bﬁéfmg updating youon the Auckland Smarter Transport Pricing Project,
™ \wm};h is mues’ugg’ang congestion pricing options for Auckland,

‘7r ”“‘"Thakhrieﬁ[lg Wl" include advice oh how communications and engagement on a RFT in
) Au’okland“rmght impact on the communications activities planned for congestion pricing and
fheimporiance of aligning messaging.

Conshlfatloﬁ

( L78 5}‘ We have been engaging with key stakeholders to work out how best to implement a RFT.
N ~. " The Appendix provides an overview of our engagement with key stakeholders.
79.  We have also consulted with MBIE, the NZ Transport Agency and the Treasury.

80. In order to maintain engagement with stakeholders (patticularly the fuel companies) we
would like your agreement fo communicate your decisions on this paper to them in
confidence.
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Next steps

81.  We would like to discuss this briefing with you on 4 December 2017. You may wish to also
discuss this paper with your colleagues and forward this paper to the Minister of Finance and
Minister of Local Government.

82.  Following an indication of your preferences on the design of a RFT, we wjll prepare a .~ 7
Cabinet paper for you. The Cabinet paper will provide the most fundaméntal deSIgn as/pects_,
of the pohcy A regulatory impact statement will also be prepared. .- -

i

83.  We suggest you take the Cabinet paper directly to Cabinet on 16 December 2@&

Part five: recommendations
84. We recommend that you:

(a) discuss with officials your views on hewthe revenuefrofnireguonal fuel @\Io
tax should be spent )

(b) indicate whether legisiation should

\m\ \ % g Q)
enable a regional fue! ta( to be put in p!aaéffe”‘_ , No
option 1)
or

provide only (or : Yes/No

e Y

©  indicats whéther Iegisla‘hﬁl’(’should

egable AucklananumMo make a proposal for a regional fuel tax esMNo
({ziracéss optlon 1) o

Yes/No

. “'
<7

- <‘v‘(,;;_,;
(Ve ffargreia 9 '3 reglonal fuel tax applying to petrol and diesel and excluding @\lo
nd nd LPG

]

. l‘“agree to the legislation specifying:

a maximum rate for a regional fuel tax of 10 cents per litre Yes/No

Vi or

RSP
no maximum rate Yes/No

® agree that legislation specifies a ten year period for a regional fuel tax es/Mo
with an automatic review provision
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(@ agree that the regional fuel tax should apply when fuel is distributed to Yers@
retail destinations, consistent with the Local Authority Fuel Tax provisions y

in the Local Government Act 1974
(h) indicate exclusions and refunds consistent with:

the Local Authorities Fuel Tax provisions in the Local Governme tAct Yes/No
1974 and the fuel excise duty refund provisions P BN

or

l Y =, e -.,(}
the Local Authorities Fuel Tax provisions in the Lo‘cél chernment Aét‘” OMO
1974 and the fuel excise duty refund provisions-and the -gbility faclalm\a
refund for off-road use of a vehicle subjec’c tﬁR’oaq User Cha(ge&

(i) agree to NZ Transport Agency admmlstqrmg the/schema, r})cﬂ both NZ o
Transport Agency and Auckland Councp vavmg moartormﬁ’and

enforcement functions , By
) direct officials to draft a Cab}netfgper N ‘, Yes/No
(k) agree fo officials confldemlauycommumcafmg ybur decisions on the es/No
design of a RFT to key s\takeho’ldefsj?amc;u\larly the fuel companies)
() forward this papé; %o\t(he Mlnlsjeth Fmahce No
(m) forward thls pégelg tcfﬁe ani;{erjdg l:/ocal Government. o

DATE: /g |2 (7]
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Appendix: Stakeholder feedback and our advice on it

We spoke with stakeholders who raised issues that can be grouped as follows.

Sector

Feedback

Qur advice

Fuel companies:

« First tier -

Second tier —

s9(2)(ba)(ii)

of the OIA.

All of the fuel companies advise that
they can quickly and efficiently
implement collection of a regional fuel

tax (RFT) that aligns with existing ~_ |>

LAFT collection mechanisms and
definitions.

The fuel companies believe that:f RFT o
makes fuel more expenSIyg i‘ns;der*the

Auckland region than o.ul:smle 1t
behavioural change will résult,

utside the Auckland. >
regnonfactveitsely aﬁest{ng‘%he/

Iv(hes of retaier juist
msmlg the boundaqp :

‘ AUCklan re l n, shup it inside

N Al l'an\d\a“nd sell it at a profit.
’ tas experience of this when

eehs‘iand introduced a fuel

\\ subsidly. We were urged to put

étw‘ong compliance tools and
penaltles in place to ensure this did
not happen.

Customers may fill containers outside
the RFT area and transport and store
them at home to avoid paying the RFT.
This creates significant safety risks
including fire and spillage.

,,,,,,,

= We recommend
Auckland Council
be given authority
to enforce the RFT
boundary. We
have raised this
with Auckland
Council and they
are considering it.

“OhsPoad fue! users
.~ Road Transport
‘Forum, Bus and

Coash Association
(BCA) and New
Zealand
Automobile
Association (AA).

The Road Transport Forum is strongly
opposed {o a RFT, noting its adverse
economic impact. It recommended the
RFT not apply to diesel at all, or if it
did, that heavy vehicles be excluded.

s ltis appropriate for
heavy vehicles to
pay RFT and we
do not consider
there is any
practical way to
exclude them (nor
was Road
Transport Forum
able to suggest
one).




The BCA has concerns that the
indexation of the public transport
subsidy will not adequately
compensate Auckland public transport
operators for the additional costs of a
RFT.

The AA is supportive of a RFT

provided that the amounts raised aré” |’

spent on projects which deliver clear. > 2
value. . w2

The AA would ot be suppbrtr\(eef a
RFT heing lmposed anywHere\outSIde‘ {
Auckland. NS

S -

The AA would er to\seé th é
process be woven mto Auckl
Council's é‘onahETron a(qund lf;S LTP

goncern.

We are working
with the NZ
Transport Agency
to address this o

Off-road fuel users
— Federated
Farmers,
Horticulture New
Zealand.

Fe’ﬁérated 'F'armeré ahdHoﬁlculture
. New Zealandsapporf @RFT provided

»tﬁaf\?dme of the amdunt raised is
"; ,pent o/xﬂui:alwaﬂs and there is a

We recommend
that there be
refunds for fuel
used off-road.
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