Chair
Cabinet Economic Development Committee

MARITIME NEW ZEALAND FUNDING REVIEW -
RECOMMENDATIONS

Proposal

1. | seek the Committee’s agreement to amend the Maritime Levies Regulations 2016,
Shipping (Charges) Regulations 2014, Ship Registration (Fees) Regulations 2013 and
Maritime Security (Charges) Regulations 2016 in order to implement levy and fee changes
proposed as a result of the Maritime New Zealand Funding Review 2018/19.

Executive summary

2. Maritime New Zealand (Maritime NZ) is the national regulatory, compliance and response
agency for safety, security and marine environmental protection of coastal and inland
waterways.

3. Revenue to fund its regulatory and compliance activities is derived mainly from the maritime

levy on commercial ships and from fees, the rates for which are set in regulations and
reviewed every six years.

4, Maritime NZ’s budgeted 2018/19 operating funding is $58.4 million. Of this $43.8 million is
for regulatory and compliance activities.

5. Maritime NZ has undertaken a review of its funding for 2019/20 through to 2024/25. it
released a consultation document on 6 November 2018, which included proposals for
maritime levy and fee-funded regulatory and compliance functions.

6. Maritime NZ will require additional revenue to meet the costs of continuing to perform its
current functions and activities and to meet additional government and sector expectations.

The organisation is approaching the end of a 6-year funding cycle during which the demands
placed on the agency have increased.

7. To cover planned activity over the next six years, meet business cost pressures, and replace
fee revenue, the forecast total revenue from the maritime levy must increase by $10 million a
year for 2019/20 to 2021/22 and a further $3 million from 2022/23 and outyears.

8. A key focus of the planned activity is to reinforce Maritime NZ's role as an effective regulator
that has the resources and skills necessary to deliver strong, evidence-based, risk-focused
safety policy and interventions. The organisation aims to reduce the regulatory and

compliance burden and make it as easy as possible for maritime operators to meet their
regulatory requirements.

9. The maritime levy and fee proposals are based on a revised methodology for calculating the
levy for different categories of ship, a modified approach to recover seafarer certification and

routine audit and inspection costs, and a simplified charging structure for chargeable
activities.
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10. The levy methodology addresses industry and Regulations Review Committee concerns that
the rationale for the current methodology is not clear, consistent and transparent.

11. Under the proposed cost recovery changes:

e a single hourly rate of $245 (GST incl) would replace five rates of between $235 and
$313, a significant improvement in transparency of charging and reducing the
administrative burden of multiple levies for operators and Maritime NZ

e afixed fee of $368 (GST incl) would replace existing seafarer certification and
endorsement fees (which range from $467 to $1,105), again a reduction in the
administrative burden of multiple fees

e charges for routine audit and inspection of domestic maritime operators would be
discontinued, which will reduce costs for many operators and incentivise positive
engagement between regulated parties and Maritime NZ

e any seafarer certification fees not met by the new fees and all routine audit and
inspection costs would be levy funded.

12. International shipping will contribute almost 90 percent of the total increased maritime levy
revenue generated under these proposals. This reflects the very different relative
commercial scales of domestic and international shipping operations in New Zealand waters.

13. For the domestic maritime sector, operators wili pay approximately $1.4 million a year in
additional maritime levies. This will be largely offset by a $1 million a year reduction in direct
charges for audits and for seafarer certification. The net increase of $0.400 million is shared
across some 1,700 domestic maritime operators.

14. For a small number of domestic passenger operators that have a high passenger capacity,
levies will rise sharply due to the change in levy methodology. The increase is a product of
correcting an anomaly in the existing levy under which most domestic passenger vessels
were levied on the basis of size, in contrast to interisland ferries and cruise ships. Despite
the levy increases seeming significant, they equate to no more than a few cents per
passenger over the course of a year.

15. With a new levy methodology and funding increase, Maritime NZ will be able to provide the
following activities:

e Greater capacity to meet the demand for international engagement, to represent New
Zealand’s maritime interests abroad.

e Meet the demand for regulatory reform, so Maritime NZ can be responsive to changes
in the maritime sector.

o Better oversight and maintenance of aids to navigation, a cruciai network of 141 buoys,
beacons and lighthouses.

e Improvement and maintenance of maritime distress and safety communications
systems.

o Improved ICT systems integration, applications development, data, analytics and
mobility, to reduce administrative costs and free up people to be in the field.

e Activities to better identify and address systemic risk affecting the sector, including
improved information-gathering and targeted interventions.
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16.

17.

While consultation submissions showed broad support for many of the proposals, objections
and concerns were also raised. Levy payers, in particular, tended to the view that levies
should be proportionate to the use of Maritime NZ services, despite the levy not being a user
charge, or that the Crown should pay for some levy-funded regulatory activities.

It is intended that any changes to fees and the maritime levy take effect from 1 July 2019.
Delay in implementing the new funding framework will have costs for Maritime NZ that will
impact on its ability to carry out some of its functions.

Background

18.

19.

20.

21.

22.

23.

24.

25.

26.
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Maritime New Zealand (Maritime NZ) is the national safety, security and environmental
regulator in the maritime sector. It is a small agency with less than 250 staff nationally who
are responsible for all shipping regulation, all large scale search and rescue activities and all
large scale oil response activity (as evidenced during the Rena grounding).

Its activities are funded by the Crown, levies imposed on the operators of commercial ships,

and fees from those who require certification, approval, recognition, audit, inspection or
services.

In the 2018/19 financial year, Maritime NZ budgeted approximately $58.5 million to perform
its mandated regulatory, compliance, response, and search and rescue functions. Of that
total, $43.8 million is for regulatory and compliance activities, most of which is funded from
levies and fees, with the Crown contributing around 11 percent.

It has been six years since the last full funding review of Maritime NZ. The funding currently
available to Maritime NZ is largely based on the 2012 operating environment with only a
partial update during the 2015 mid-point review.

This has required Maritime NZ to make significant trade-offs between competing priorities,
even in core areas of regulatory activity. For example, when, in July 2014 the new Maritime
Operator Safety System and a new seafarer certification regime were introduced, Maritime
NZ had to prioritise the effective implementation of those systems, which required them to
redirect resources away from inspecting foreign vessels through Port State Control activity.

Over the past six years increased demands have also been placed on Maritime NZ including
the introduction of various new regulatory functions, including implementation of international
Ballast Water Management obligations, Maritime Labour Convention obligations, reflagging
of Foreign Fishing vessels, drug and alcohol testing). These functions have not come with
any additional funding. The agency has also not been able to secure any increase in Crown
baseline funding to meet cost increases for its Crown-funded functions.

As aresult, the current effectiveness of Maritime NZ’s work is constrained by resource
availability.

Over the past 18 months, Maritime NZ has undertaken a substantive review of its activities
and cost structures, which included a review of efficiencies it can make. In November 2018,

it published a consultation document containing funding proposals to meet its anticipated
costs for the next six years.

The proposals, if adopted, would result in changes to fees and the maritime levy which are
collected under regulations made under the Maritime Transport Act 1994. Section 191 of the
Act authorises regulations that provide for maritime levies to be paid in respect of ships
using New Zealand waters. Levies may fund navigation or safety services, regardless of
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whether the services are used for a particular ship prompting a payment, and may be varied
based on the characteristics of ships. The Act requires that a Minister recommending such
levies consult with the maritime industry as he or she considers appropriate.

Why Maritime NZ needs the funding: risks and benefits

27. The review undertaken by Maritime NZ shows that the organisation will require additional

revenue to meet the costs of continuing to perform its current functions and activities and to
meet additional government and sector expectations.

28. There is no other regulator in New Zealand with the responsibilities and range of functions
held by Maritime NZ. If it is not adequately funded to perform its statutory obligations then
this will have an impact on public safety, maritime security and marine environment
protection. The agency is stretched and struggling to put in place enough resources to
proactively identify, monitor and address risky operators and activities.

29. The maritime regulatory framework exists to create a safe and equal playing field for all
commercial maritime operators. Maritime NZ regularly receives complaints from law abiding
operators to investigate alleged activities of unlawful operations — especially in the tourism
and charter context. Maritime NZ has also been criticised by agents of foreign operators that
it is not readily available 24/7 in all ports to respond to issues that affect their ship turn-
around timeframes. Maritime unions and the Port Industry Association have also raised
concerns about the lack of Maritime NZ resourcing on matters of port safety, which will be
addressed under the new funding framework.

30. The revenue set out in the funding proposals by Maritime NZ is needed for the agency to be
able to more effectively identify and regulate the risks in the sector and respond more
quickly when things go wrong.

Building an intelligence-led, risk based regulator

31. As a safety regulator, Maritime NZ is very conscious of the importance of intelligence-led,
evidence-based, risk focused regulatory interventions. Access to advanced risk-based
analytics will enable it to target its interventions more efficiently and effectively and build a
progressively stronger understanding of systemic risk within the maritime sector, and will
reduce the risk of regulatory failure.

32. Maritime NZ has established increased intelligence and capability risk-based analytics to
support decision-making within existing resource constraints. It has also begun to make the
IT infrastructure investments needed to give effect to its regulatory approach. The first
milestone in this investment programme was the implementation of a core regulatory and
compliance management information system (called Triton) to underpin its domestic

Maritime Operator Safety System (MOSS) and seafarer cettification (SeaCert) regulatory
regimes.

33. Further developing existing capability through additional resourcing is a key component of
the funding review. In particular, new IT capability is essential to integrate data and
information that at present is derived from a range of separate IT and manual systems.

These investments in systems wili enable Maritime NZ to transform itself into a modern,
intelligence-led regulator.
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Maritime NZ has delivered a significant work programme since 2015

34. In the three years since the 2015 mid-point funding review, Maritime NZ has, in addition to
its BAU regulatory and compliance activities, advanced or delivered the following:

e a comprehensive coastal navigation safety review
e the implementation of a refreshed Port and Harbour Marine Safety Code

e the transition of over 1,300 operators and almost 2,400 vessels from the Safe Ship
Management System to the new Maritime Operator Safety System

o re-flagging of foreign charter fishing vessels to the New Zealand ship register
e implementation of the Maritime Labour Convention 2006

e a significant review of the Seafarer Certification regime’s treatment of already certified
seafarers

e anew international engagement strategy

35. Over the next six years, Maritime NZ forecasts the following increased costs, which will be
funded from the maritime levy. Note that Maritime NZ will separately ask the Minister of
Transport to request further Crown and FED funding to cover cost increases for work that is
Crown-funded (see below). If the requests are unsuccessful, the overhead allocation
components and the Crown funded activities cost pressure will have to be recovered from
the maritime levy. This will mean maritime levy funded activities consulted on would have to
reduce. This may be considered cross-subsidisation, which is not in accordance with the
Treasury guidelines on setting charges in the public sector.

International engagement is an important part of Maritime NZ's work

36. The shipping industry is an international industry and is regulated under various international
conventions to which New Zealand is party. These conventions apply to all ships that
operate internationally and various conventions (like those dealing with seafarer rights,
collision regulations, ship registration and navigation aids) also apply to all domestic ships.
The Safety of Life at Sea (SOLAS) Convention also has numerous provisions which apply to
all domestic ships — such as the requirements relating to voyage planning and navigation
safety.

37. The International Maritime Organization (IMO) amends and updates the international
convention requirements as technology changes and as safety lessons from accidents
emerge. Maritime NZ attends the meetings of the IMO on behalf of New Zealand to ensure
that New Zealand interests are looked after. This includes making interventions on changes
to conventions that could otherwise negatively impact New Zealand maritime operators
(domestic and foreign). Resourcing constraints affect Maritime NZ’s capacity to engage at
the international level on all matters affecting, or potentially affecting, those operating
commercially in New Zealand waters.

38. As is indicated in Table 4, costs relating to international engagement are covered by the

proportion of maritime levies paid by foreign shipping rather than that paid by the domestic
maritime sector.
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53. As discussed below, the effect of the levy methodology change on domestic operators costs

will be largely offset by the fact that domestic operators would no longer pay audit fees and
seafarer certification fees will be reduced.

Services funded from the levy rather than fees

54. In a significant change, it is proposed that some activities for which Maritime NZ currently
charges fees would be funded from the levy and provided without direct charge. These are
activities, such as routine audits and inspections, for which Maritime NZ has to provide
regulatory and compliance infrastructure for the industry as a whole, and it is appropriate for

operators to contribute according to their potential cost to the system (risk) rather than per
individual service.

55. In particular, it is proposed that the maritime levy fund:

55.1. travel time and costs for offsite visits (for routine audits and inspections and for follow-
up visits)

55.2. routine audits and inspections - (if follow-up visits are required — i.e. if compliance
issues generate extra work — they will be charged at the hourly rate).

56. Maritime NZ notes the following further issues favour a move from fees to levy funding:

56.1. Regulatory and compliance outcomes are improved when Maritime NZ can assist
industry participants to comply but charging a fee for such activities discourages
operators from seeking assistance and limits free and frank engagement with industry.

56.2. Fees can discourage innovative means of compliance. An industry participant with a
new way of doing things will face a longer audit or inspection. If they are charged by
the hour, this will cost more. Innovation can benefit both the industry and the public, so
disincentives should be avoided.

56.3. The complexity of Maritime NZ’s funding mode! creates a significant administrative
cost from having multiple processes and dealing with enquiries.

56.4. Other maritime audits or inspections, of foreign vessel inspections and for Health and
Safety at Work, are not charged directly. The proposal would create a consistent
approach to the funding of these activities across all sectors

56.5. Retaining the ability to charge for a follow-up audit or inspection provides an incentive
to resolve any compliance issues at the time of the initial audit or inspection.

Activities to be funded by the levy

57. Maritime NZ also proposes to draw on the levy to provide the following activities.

57.1. Greater capacity to meet the demand for international engagement.

e [n particular, Maritime NZ wants to improve its capacity to deal with the IMO and
international conventions to ensure that New Zealand’s interests are taken into
account in developing international standards and regulations. This is an important
role, as demonstrated through Maritime NZ’s action to ensure that new IMO rules
for bulk cargo carriers were compatible with the unique operational requirements of
the vessels that load iron sand exports at the port Taharoa offshore terminal.

o Maritime NZ will also ensure that evaluations and audits continue to designate New
Zealand as an ‘acceptable’ member country with respect to discharging its IMO
obligations, e.g. the Standards of Training, Certification and Watching for Seafarers,

_ Page 9 of 23
4k7ladrhyg 2019-03-29 13:49:36



1978 (STCW), which enables the transferability of seafarer and other qualifications
internationally.

57.2. Meet the demand for regulatory reform.

e Maritime NZ wants to be able to respond effectively when changes to maritime or
marine protection rules are necessary. It also anticipates extra regulatory work to
accommodate new international requirements such as the Ballast Water
Management Convention 2004 and MARPOL (the International Convention for the
Prevention of Pollution from Ships 1973/78), and to implement measures to

address the risk from alcohol and drugs in the domestic commercial maritime
sector.

e [n the past, when given new regulatory functions, Maritime NZ has had to seek
Crown funding to implement the new regime. Using levy revenue to fund this will
ensure that Maritime NZ can undertake new regulatory activities when required.

57.3. Improved [CT systems integration, applications development, data, analytics and
mobility.

o Current processes are largely manual and different systems are not integrated. This
can tie frontline staff to the office and imposes additional costs. Information held

across the organisation is not easily integrated, which is a challenge for evidence-
based, risk-focused decision-making.

e Some of the efficiencies from improved systems will, for example, allow Maritime
Officers to spend less time (currently approximately 50 percent) on in-office
administrative tasks. This will result in Maritime Officers spending a greater
proportion of their time in the field, working with the sector.

57.4. Activities to better identify and address systemic risk affecting the sector.

o Maritime NZ sees risk-based engagement with the sector as the most effective way
to improve safety and environmental performance. Enhancing this approach will
include information-gathering and targeted interventions such as: a review of the
required performance standards for surveyors of ships operated under the Maritime
Operator Safety System, with associated support and training; and provision of

technical advice and guidance in support of the Port and Harbour Marine Safety
Code.

e Maritime NZ considers the need for increased investment in this area to be
particularly impaortant to support its ability to be an effective regulator. The further
development of the organisation’s intelligence functions would assist in this area.

57.5. Better oversight and maintenance of aids to navigation.

e Maritime NZ cannot continue to maintain its network of 141 buoys, beacons and
lighthouses within its current budget, and needs additional funds to keep up with
inflation and changes to maintenance contracts.

57.6. Improvement and maintenance of maritime distress and safety communications
systems.

General cost pressures

58. The proposed increase in total maritime levy revenue also addresses cost pressures from
inflation, salary adjustments, external contracts and leases over the period to 2025/26 that
are attributable to maritime levy funded activities. Inflation has been estimated at 1.77
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International Cruise
Vessel

(SOLAS)

GT 110,000, PAX 2500,
DWT 15000, 1 port
visits

No fees

International Container
Ship (SOLAS)

GT 40,000, PAX 0 DWT
52,000, 2 port visits

No fees

Other funding reviews under way
Mid-point review of the Oil Pollution

83.

$5,792
(increase
No fees $7,728 $13,520 . ;
per port visit
(per port
visit)
$1,812
$9,529 (increase)
No fees $7,717 For two port
visits (per port
visit)

Information withheld under sections 9(2)(b)(ii),

Levy (OPL)

9

(2)(f)(iv) and 9(2)(g)(i) OIA

Following Cabinet approval in November last year, Maritime NZ consulted on levy

implementation for the period from July 2019 to June 2022. Consultation has been
completed and Maritime NZ is proposing new levy rates, which are the subject of a separate

Cabinet paper.

3 Acknowledging that some passengers will be concession ticket ho
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84. The Cruise Line Industry Association has noted in submissions on both the OPL mid-point
review and the Maritime NZ Funding Review that its sector will see a large increase in
government charges as the result of the proposed new oil pollution levy and maritime levy
rates in combination with new and increased charges imposed by other border agencies.

Alignment with other changes at the border

85. The Ministry of Transport is one of several Border Sector Agencies4, which work together to
align their proposais in a border sector work programme. This includes ensuring that the
cumulative impacts of each agency’s operations (including cumulative costs to travellers and
traders from cost recovery charges) are clearly understood.

86. I understand that MBIE will lead the compilation of a report about the range of border sector
cost recovery initiatives that are under way, to be provided to Cabinet before the end of the
year. This work will provide the context for examining concerns that cruise sector

submissions to the Maritime NZ funding review have raised about cumulative government
charges.

Stakeholder consultation

87. Maritime NZ began public consultation with the release of a comprehensive discussion

document on 6 November 2018. At the request of industry, the public consultation period ran
for 10 weeks and closed on 18 January 2019.

88. A dedicated email address received 110 submissions, and Maritime NZ also took account of
other relevant emails received during the consultation, and comments made at four industry
meetings and meetings with specific stakeholders.

89. Maritime NZ identifies the following main themes in the submissions.

89.1. The proposed methodology for calculating the maritime levy is not fair and is not
authorised under legislation or government guidelines.

89.2. The Crown should pay more of the funding required by Maritime NZ. A view was put
forward that that compliance requirements under New Zealand regulations (not just the
maritime regulations) are too high or much higher than in other jurisdictions, which is a

decision made by the New Zealand Government, so the costs should be met by the
Crown.

89.3. Lack of information and the impact of the proposals on the industry in the consultation
document.

89.4. The view that fees and levies are high compared to other maritime regulators because
Maritime NZ is inefficient.

90. The following proposals were generally well received, to the extent that submissions
addressed them:

90.1. Replacing multiple hourly rates with a single hourly rate of $245 for all services, and
using the same rate as the basis for calculating fixed fees

90.2. Recovering travel time and costs from the maritime levy rather than through hourly
charges

4 Border Sector agencies include the Ministry for Primary industries, New Zealand Customs Service, the Ministry of
Business, Innovation and Employment (MBIE), the Ministry of Transport and the Department of Internal Affairs.
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90.3. Afixed fee of $368 for all seafarer certificates and endorsements, with any further
related costs to be recovered through the maritime levy

90.4. Recovering the costs of routine audits and inspections from the maritime levy rather
than through fees.

91.  Coastguard New Zealand sought confirmation that its search and rescue vessels will be
exempt from the levy under the levy regulations or that funding provided to it from fuel excise
duty would be increased to offset the cost of the levy5, otherwise funding available for
emergency response would be reduced.

92. While outside the scope of the consultation proposals, 19 submissions from people involved
in seafarer welfare services, expressing concern that the proposal to raise additional funding

from the maritime levy does not include the raising of funds for seafarer welfare services.
Some suggested the introduction of a new ‘welfare’ levy on visiting ships.

Response to stakeholder concerns

Levy methodology and allocation

93. Some submitters were concerned about: |nformation withheld under sections 9(2)(b)(ii) and 9(2)(H)(iv) OIA

93.1. The maritime levy allocation. Several of New Zealand’s largest domestic non-SOLAS
passenger vessel operators, ﬂ are among the most
affected operators and have objected to the proposed methodology, essentially on the
grounds that their sector has a strong safety record and the proposed methodology
does not account for mitigated risk or sector performance.

93.2. A disproportionate levy liability for foreign passenger vessels.

93.3. A limited connection between levy liability and the amount of Maritime NZ services and
activities that the levy payer consumes or benefits from.

93.4. Foreign operators’ contribution to the levy is too high.

93.5. The Oil Pollution Levy (OPL) methodology should be used for the maritime levy.

93.6. The cumulative impact of government charges for the cruise sector.

Comment

94, Section 191 of the Act authorises regulations that provide for maritime levies to be paid in
respect of ships using New Zealand waters.

95.  The proposed methodology was recommended by independent economic advisors
(Castalia) because it is administratively cost-effective, risk-based, simple and transparent.
Under the current methodology each vessel is levied on one factor (gross tonnage,
Passenger capacity or dead weight tonnage) and no recognition is given to vessels that are

charged on an annual basis not being used 365 days per year and passenger vessels not
always being full.

96.  With regard to the correlation between the levy and a levy payer’'s use of Maritime NZ
services, the levy is not a user charge. The levy does not have to provide a direct benefit to
an individual or organisation for a specific service. Levies may fund navigation or safety

5 Coastguard New Zealand receives funding under section 9(1) of the Land Transport Management Act (see

footnote 1) for rescue services that it provides to support maritime search and rescue operations coordinated
by the Rescue Coordination Centre New Zealand.
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services, regardless of whether the services are used for a particular ship, and may be
varied based on the characteristics of ships.

97. Foreign and New Zealand SOLAS operators are the primary risk exacerbators of the
international safety regulatory regime, which Maritime NZ administers. As a result, the
burden for meeting these costs would fall more heavily on this sector. Maritime NZ oversees
the provision of navigation aids, marine safety information, inspections and enforcement.
This includes significant engagement at and advice to the UN technical body responsible for
international shipping regulation, the IMO

98. The OPL methodology cannot be used for the wider group of maritime levy payers without
significant administration cost. The OPL relates to one purpose — oil pollution response
capability in accordance with an international convention — and the payer group is small with
reasonably similar sized vessels. Whereas, the maritime levy meets the cost of providing not
one single service, but a variety of services and functions for the maritime regulatory system.
It also applies across a very wide range of vessel sizes and types and a much larger payer
group. This makes using national and international risk data for accidents or incidents and
mitigated risk for each very different sub-group and by function very difficult and more costly.

99. Cruise sector concerns over the impact of cumulative government charges are outside the
scope of the Maritime NZ funding review but can be taken into account in the Government’s
Border Agency Group’s work referenced in paragraphs 77 and 78.

Crown Contributions

100. The proposals in the consultation document were largely supported, however the industry
does not want to pay for them and suggest that the Crown should pay more.

101.  The Transport Regulatory System Funding Principles, in addition to the principles in the
Treasury and OAG guidelines, include that:

“Crown funding is limited to certain functions: Crown funding should be
limited to functions with broad, indirect or very widely distributed benefits. In the

transport regulatory system, Crown funding will cover most Ministry activities and
fewer regulator activities’

102. The approach applied by Maritime NZ in identifying the funding source is consistent with the
Transport Sector Funding Principles. Most of the regulatory system costs are met by
industry under the maritime levy. The additional funding for international engagement,
regulatory reform, systemic risk activities and ICT costs are proposed as levy funded as they
are club goods.

103. The Crown meets the public good costs of:

103.1. Maritime NZ dealing with, for instance, ministerials, OlAs, legislative programmes,
requests for advice from Ministers, responding to maritime sector complaints to the
Regulations Review Committee, Crown entity accountability and monitoring obligations
and reporting, and contributes to rules development

103.2. the Ministry of Transport in dealing with regulatory stewardship, legislative and
regulation changes, system oversight, Crown entity monitoring, and significant policy
issues that relate to or affect the maritime sector.
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104. The costs that Maritime NZ incurs in executing functions and providing services are provided
for by section 191 of the Act and reflect current regulatory settings. The decision on the level
of compliance requirements reflects Government policy and has been made by Parliament
through law. Concerns about the levels of compliance requirements across the New

Zealand economy are not a matter that Maritime NZ can address through the funding
review.

Lack of information and impact of the proposals
105. Many submissions stated that not enough detail was provided in the consultation document.

106. Maritime NZ adopted an ‘open-book’ approach to the consultation. The ‘open-book’
approach under the Treasury guidelines allows the consultation document to provide a
summary of the proposals with more detailed information available at the request of the
public. The public consultation information provided by Maritime NZ stated this and further
details were provided to submitters as requested. As the costs of all proposals are
interdependent to maximise efficiencies across services provided — a specific, detailed
breakdown of each was not possible to the exclusion of others.

107.  Over the past 15 months Maritime NZ has undertaken organisation-wide volume forecasting,
assessment of tasks and effort relating to fees, what the costs are and whether there are
further efficiencies that can be achieved to reduce costs without additional funding.

Efficiency

108. Some submitters, such as the New Zealand Shipping Federation, raised specific concerns
about Maritime NZ efficiency, stating that:

“The operations of Maritime NZ are similar to operations in other jurisdictions so
there is an easy comparison that can be made as to both service levels and
pricing. One concern is that the services levels, which are slow by world
standards, reflect over-processing of relatively simple functions. We wonder
whether the over-processing arises from insufficient understanding about the
relative risks arising from the different processes.

We are also concerned at the growing headcount, especially at management
level rather than delivery personnel, and the increases in charge-out rates.”

109. Maritime NZ notes that FTE count has grown from 205 in 2014/15 to 246 in 2018/19 across
all functions and services, including RCCNZ, oil pollution and maritime incident response,

and regulatory and compliance — a 20.2 percent increase. This increase is largely due to the
introduction of additional functions and services resulting from:

109.1. changes to the regulatory framework (such as the introduction of MOSS and
SeaCert)

109.2. the expanded responsibilities under the Health and Safety at Work Act 20158

109.3. the introduction of additional international obligations (such as the amendments to
SOLAS, MARPOL and the introduction of the Maritime Labour Convention).

110. Details of this growth and the additional functions and services were set out in the
consultation document. The consultation document also set out efficiency measures taken

& Funding for Maritime NZ’s Health and Safety at Work activity is recovered from the Health and Safety at Work
levy and was increased in 2016.
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by Maritime NZ over the past three years to reduce costs and improve quality and
timeliness. The increase in FTE count is not because Maritime NZ is inefficient.

111.  Service delivery and processing times are not slower than in all other jurisdictions. Direct
comparisons with some jurisdictions (such as the UK or Canada) must be approached with
caution because the government policy does not apply the ‘user-pays’ model and many
services are government-subsidised.

Domestic search and rescue vessels

112. Maritime NZ considers that the regulations should continue to exempt vessels only if they
become liable to the maritime levy because they enter New Zealand waters for the specific
purpose of providing search and rescue or emergency assistance. In contrast, vessels used
routinely in search and rescue and emergency operations, like other vessels, bring risk to
the system, are regulated accordingly and the levy is intended to meet Maritime NZ’s costs
as regulator. Cost pressures on search and rescue providers should therefore be addressed
through a relevant funding mechanism, such as section 9(1) of the Land Transport
Management Act, not through the maritime levy system.

Seafarer welfare services

113. The submissions concerning funding of seafarer welfare service were out of scope for the

review, and the ‘welfare’ levy proposed in a number of these submissions would require
legislative change.

114. Maritime NZ has therefore referred these matters to the Ministry of Transport, which is
leading the consideration of seafarer welfare services in the context of New Zealand's
responsibilities as a party to the Maritime Labour Convention, 2006.

Departmental consultation

115. This paper has been reviewed by Maritime NZ, the Ministry of Business, Innovation and
Employment, WorkSafe New Zealand, the New Zealand Customs Service, the Ministry for
Primary Industries, the Ministry of Foreign Affairs and Trade, the Ministry for the

Environment, and the Treasury. The Department of the Prime Minister and Cabinet has
been informed.

sections 9(2)(g)(i) or 9(2)(h) OIA

116.

Financial implications

117. The proposals have no financial implications for the Crown.

Human rights implications

118. There are no human rights implications from release of the consultation document.
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Legislative implications
119.  Amendments to the Maritime Levies Regulations 2016, Shipping (Charges) Regulations

2014, Ship Registration (Fees) Regulations 2013 and Maritime Security (Charges)
Regulations 2016 will be necessary to implement the proposal.

Cost recovery Impact Assessment
120. Maritime NZ completed a Cost Recovery Impact Statement (CRIS)
121.  The Cost Recovery Impact Statement and associated supporting material has been
assessed by the Ministry of Transport RIS Panel, and assessed as meeting the quality

assurance criteria. The paper thoroughly details the reasoning for the proposed funding
changes.

Gender implications and Disability perspective

122. The proposals have no gender implications, or implications for people with disabilities.

Publicity

123. Following Cabinet agreement to this paper | intend to release it on the Ministry of Transport
website.

Proactive Release

124. The proactive release of this paper and any associated papers will be within 30 days of the
Cabinet decision.

Recommendations

125. The Minister of Transport recommends that the Committee:
Maritime levy

a) note that Maritime NZ has reviewed the levy allocation methodology for setting maritime
levies under the Maritime Levies Regulations 2016 to address industry and Regulations
Review Committee concerns that the rationale for the current methodology is not clear,
consistent and transparent

b) agree to amend the categories of levy payers and the levy rates for each three-year period
under the Maritime Levies Regulations 2016, as set out in Tables 5a and 5b, to recover a
target revenue of $32.4 million a year for 2019/20 to 2021/22 and $35.4 million from 2022/23

c) agree that the Maritime Levies Regulations 2016 be amended to ensure that the maritime
tevy will not apply to any vessel that is regulated under the Health and Safety at Work
(Adventure Activities) Regulations 2016

d) agree that vessels used routinely for search and rescue and emergency assistance purposes
should not be exempted from the maritime levy
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Fees

e) agree that a single GST inclusive hourly rate of $245 apply to all activities chargeable on an

hourly basis under Schedule 1 of the Shipping (Charges) Regulations 2014), as set out in
Appendix 1

fy agree that a single GST inclusive fixed fee of $368 apply to all SeaCert (‘seafarer
certification’) certificates and endorsements under Schedule 2 of the Shipping (Charges)
Regulations 2014, as set out in Appendix 1

g) agree that, subject to recommendation f), fixed fees based on the $245 hourly rate replace
fixed fees in Schedule 2 of the Shipping (Charges) Regulations 2014, as set out in Appendix 1

h) agree that fixed fees based on the $245 hourly rate replace the fixed fees in the Schedule to
the Ship Registration (Fees) Regulations 2013, as set out in Appendix 1

i) agree that fixed fees based on the $245 hourly rate replace the hourly rates specified in
Schedule 2 of the Maritime Security (Charges) Regulations 2016, as set out in Appendix 1

j) agree that for the Schedule to the Ship Registration (Fees) Regulations 2013 and Schedule 2
of the Maritime Security (Charges) Regulations 2016 the $245 hourly rate to apply to services
for which no fixed fee is specified

k) invite the Minister of Transport 1o issue drafting instructions to the Parliamentary Counsel
Office to amend the Maritime Levies Regulations 2016, Shipping (Charges) Regulations 2014,
Ship Registration (Fees) Regulations 2013 and Maritime Security (Charges) Reguiations 2016
to give effect to recommendations b) to j) with effect from 1 July 2019, with any necessary
consequential or savings provisions.

Authorised for lodgement

Hon Phil Twyford
Minister of Transport
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Copv of list of ships over 100 gross tons or 24 metres in length

Change of name or nationality of owner, mortgagee, charterer, or $353 $490 $137

representative person
Endorsement of master's details on certificate of registry $235 $245 $10
Registration of mortgage $470 $490 520
Alteration of terms of mortgage by endorsement $470 $368 $103
“Variation of priority of mortgages $470 $368 $103
. Transfer of mortgage $470 $368 $103
" Transmission of mortgage by operation of law $470 $368 $103
Discharge of mortgage $294 $245 $49
Certified transcript of rcgist'ry $235 $245 $10
Certified copy of document $235 $245 $10
Computer printout of registry details $235 $245 $10
Inspection of Register $118 5245 $127
$235 $245 510

- Other work or services

New fee mirrors equivalent in Shipping (Charges) Regulations

$245 per hour
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