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Stage 2 Cost Recovery Impact Statement: Changes to car 
and motorcycle driver licence fees 

Agency Disclosure Statement 

This Cost Recovery Impact Statement (CRIS) has been prepared by the Ministry of 

Transport and NZ Transport Agency Waka Kotahi (NZTA). The CRIS provides an analysis 

of options for new Class 1 (car) and Class 6 (motorcycle) driver licence fees. The fee 

options reflect the recommended improvements to the Graduated Driver Licensing System 

(GDLS, or licensing system) following public consultation undertaken from 14 April to 9 

June 2025.   

Limitations and assumptions 

• The CRIS was prepared to support Cabinet decision-making about new fees arising from

proposed changes to the licensing system. The fee options reflect improvements

recommended to Cabinet following public consultation. Cabinet had not made final

decisions on changes to the GDLS at the time this CRIS was developed.

• Since the CRIS was developed, the Minister has also directed officials to include a further

alternative option to extending the 12-month learner period. This option allows learner

drivers to progress to their restricted licence after six months if they meet certain

mandatory requirements. This alternative option was not factored into the costings in the

CRIS due to time constraints. Its costs and implementation costs will need to be

considered further as part of the implementation of the new system.

• The CRIS was developed over a short timeframe. NZTA provided the costing information.

There has been no independent scrutiny of the modelling or costs underlying the fee

options.

• NZTA outsources the majority of its delivery of driver licensing services to agents

(including the Automobile Association (AA) and Vehicle Testing New Zealand (VTNZ)).

• NZTA has indicated that the current fees are not set to cost-recovery levels (that is, to

cover forecast costs over a 3-year period). If the preferred option is to amend the current

Class 1 and Class 6 restricted and full licence fees to reflect the changes recommended

to Cabinet (Option 2 in this CRIS), rather than full cost-recovery (Option 1 in this CRIS),

any under-recovery will be managed through NZTA’s Driver Licensing and Testing

memorandum account. The under-recovery will need to be addressed through a wider

review of NZTA’s regulatory funding currently underway, 

• Given time constraints, no public consultation has been undertaken on the proposed

fees.

Joanna Heard 13 August 2025 

Manager, Safety, Ministry of Transport 
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Class 1 full licence 
practical test resit 
fee 

$71.90 Fee removed 

Class 6 restricted 
licence application 
fee 

$54.20 
$51.20 

(6% reduction) 

(includes eyesight 
screening) 

(no eyesight 
screening required) 

Class 6 full licence 
application fee 

$47.40 
$43.80 

(8% reduction) 

(includes eyesight 
screening) 

(no eyesight 
screening required) 

 

A further review of driver licensing fees will occur as part of a current wider review into 

NZTA’s regulatory funding.  

 

Status quo, and recommended changes to the GDLS  

New Zealand has a driver licensing system to make sure that everyone who drives on the 

roads has the skills and knowledge necessary to be a safe driver. All drivers must have a 

current licence to drive on New Zealand roads. 

The GDLS for Class 1 (car) licences consists of three stages – learner, restricted and full. To 

get a learner licence, a person must pass a theory test. NZTA advises that in 2024, around 

90,000 people were granted a new learner licence. They can then learn to drive a vehicle on 

the road, with a supervisor.  

All drivers must spend at least six months on their learner licence before they can apply for 

their restricted licence. To obtain a restricted licence, the person must pass a practical 

driving test.  

To obtain a full licence, a person must have been on their restricted licence for the required 

period and have passed another practical test that involves describing potential hazards as 

they are driving.  

An applicant needs to go to a driver licensing agent to sit the test, and an eyesight screening, 

at each step of the process. Agents process applications, undertake identity verification, 

schedule and conduct theory and practical tests, and issue temporary licences when 

applicants pass the tests. 

Section 168 of the Land Transport Act 1998 allows regulations to prescribe fees and charges 

for regulatory services provided by NZTA. Driver licensing fees are currently set out in the 

Land Transport (Regulatory Fees) Regulations 2023.  

The total cost of all three tests is $362.50,2 or more if the person fails more than two tests at 

any stage: 

 

2 All fees in this CRIS include GST. 
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NZTA is actively reviewing how it works to ensure its operations are as efficient and effective 

as possible. That means simplifying and streamlining processes, reducing duplication, and 

making smarter use of resourcing and budgets to deliver outcomes, faster. Work is already 

underway, with immediate actions to reduce overheads, improve decision-making, and focus 

efforts where they matter most—delivering value for customers and communities. 

NZTA is also undertaking a service modernisation programme to develop greater capability 

in providing digital services. Many services currently provided by NZTA, including driver 

licensing, require face to face interactions (e.g. customers visiting a driver licensing agent 

such as AA or VTNZ).  

While NZTA is moving towards providing more services digitally, current legislative settings 

limit the ability to do this. This constrains the options for making driver licensing services 

cheaper for people in the interim. For the proposed changes, this most notably affects 

options for delivering hazard perception testing. If a cost-effective computerised hazard 

perception test was developed in future, it would still require supervision by a driver licensing 

agent, incurring agent commissions. A computerised hazard perception test is not proposed 

at this stage, as the estimated costs of developing and delivering the test would need to be 

passed on to applicants resulting in higher fees. 

Options for new fees 

Two options are considered: 

1. Cost recovery – fees are set to recover direct and indirect costs of delivering driver 

licensing services, reflecting the changes to the GDLS recommended to Cabinet.  

2. Amend the current fees to reflect recommended changes to the licensing system – 

existing fees would be reduced to reflect the removal of the practical full licence test 

for Class 1 licences, and removal of the eyesight screening at the restricted and full 

licence stages for Class 1 and 6 licences.  
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Driver testing 

providers  

The proposed removal of Class 1 full licence tests is expected to reduce 
VTNZ’s revenue from driver testing.  

 

Providers will need to update their pricing schedules and systems and 
testing tablets.  

Other 

government 

agencies  

 

The Ministry of Social Development (MSD) and Ministry of Business, 
Innovation and Employment (MBIE) both have programmes to support 
people to obtain their driver licence. The proposed changes may have 
some impact on the number of drivers MSD and MBIE funding can 
support.  

The NZ Defence Force funds recruits to obtain the necessary class of 
licence to effectively carry out their duties. The proposed changes may 
reduce the cost of this.  

 

Consultation 

Public consultation on the proposed changes to the GDLS was undertaken from 14 April – 9 

June 2025. The consultation document noted that removing the full Class 1 licence test 

would reduce the cost for people getting a licence. Reducing the number of eyesight 

screenings was intended to support moving more processes online, rather than saving costs 

to applicants through reduced fees.  

No information about possible fee changes arising from the review of the licensing system 

was included in the consultation document. This is because the impact of the review on fees 

would depend on the final package of proposals agreed by the Minister and Cabinet. 

Implementation plan 

Any fee changes would be made through amendments to the Land Transport (Regulatory 

Fees) Regulations 2023 and would take effect on 1 July 2026. 

The transition arrangements for existing holders of Class 1 learner and restricted licences 

still need to be determined.   

The public will be informed of any fee changes via media and other communication channels 

and the updating of resources, forms, and the NZTA website. The public announcement will 

be carefully managed to ensure a smooth transition to the new system. 

NZTA will develop new processes and update digital, customer service, and financial 

systems to enable the new fees. To enable fee changes on 1 July 2026, the implementation 

date for new systems is 30 June 2026. The system will be supported by training and 

documentation for driver licensing providers and NZTA staff. The costs of this are not 

included in the proposed fees and will need to be funded separately. 

NZTA expects to be able to make the necessary system changes by 1 July 2026, subject to 

funding for development and implementation being provided in a timely manner following 

Cabinet decisions on whether to progress changes. Digital system changes for a project of 

this scale typically take up to 12 months to develop and implement.  
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Monitoring and evaluation  

NZTA will monitor the status of the memorandum account following any changes on 

1 July 2026. NZTA will undertake further work to understand any behaviour change and cost 

impacts (under or over-recovery) following any changes.  

Review 

Driver licensing fees will be subject to the wider review of NZTA’s regulatory fees currently 

underway.  

In terms of NZTA’s broader approach to reviewing fees, NZTA established a Regulatory Cost 

Recovery team in September 2023 to support its cost recovery function. The team uses a 

framework for triggering reviews in a targeted manner based on need. A trigger may include 

a policy change request by the Minister of Transport, a significant change to how services 

are provided, or significant cost over or under-recovery.   

The primary objective of the regular targeted reviews is to uphold NZTA’s commitment to 

effective cost recovery practices. These reviews are designed to:  

• ensure that regulatory cost recovery settings, including fee and charge rates, remain 

appropriate, relevant, and aligned with operational requirements,  

• prevent the accumulation of significant surpluses or deficits within the regulatory 

memorandum accounts, 

• enhance transparency, accountability, and fairness in cost allocation across land 

transport users, 

• minimise the cost of conducting reviews through temporary workforce (i.e., contractors) 

and reduce the need for surge resource.  

If any triggers are assessed as warranting a need, NZTA would review the service to ensure 

cost recovery and that it is fit for purpose. This may trigger a formal review of fees and 

funding or warrant a need to consider operational interventions.  
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Appendix One: Nature of the goods  

When determining who should pay and how fees and charges should be designed, NZTA 

considers the economic nature of the service. In economic terms, services can generally be 

characterised as public, club, or private goods.10 

• Public goods are often Crown-funded because it is either impractical or costly to 

exclude people from their benefits (non-excludable), and their use by one person 

does not preclude use by others (non-rival). However, even if a service has the 

characteristics of a public good, it may still be appropriate to charge parties that 

give rise to risks that the service is designed to manage. 

• Private goods are generally recovered via fees charged to the user of the service, 

where NZTA can limit access to the service to a defined user or users (excludable), 

and the service only benefits that user (rival). Direct charging is also appropriate 

where individual users create risks that NZTA’s services are designed to manage 

(‘risk exacerbators’). 

• Club goods are generally recovered via levies on groups of users, where NZTA can 

limit access to the service to a defined user or users (excludable), but any user’s 

access to the service does not limit others’ access to the same service (non-rival). 

Levies are also appropriate where a defined group of users create risks that 

NZTA’s services are designed to manage, but the risks cannot be attributed to a 

single identifiable user. 

  

 

10
 There is also a category of merit goods – services which the community as a whole desires more of than would be provided 
if charged for at full cost. None of the proposals in this document include services that meet the definition of a merit good. 
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Appendix Two: Licence application volumes used to forecast revenue and 
expenditure  

NZTA has forecast annual deficits and surpluses over a three-year period for both options in 

this CRIS based on the estimated volumes in the table below.  

The application volumes are based on historical trends and population projections. 

NZTA's forecast volumes are also based on actual tests conducted by VTNZ over 1 July 

2024 – 30 April 2025. For that period, around 37% of applicants passed their restricted 

licence test on their first or second attempt, with the other 63% requiring three or more tests 

to pass.   

There have not been any adjustments to volumes based on anticipated behavioural changes 

that might occur, as NZTA does not know what they are likely to be. NZTA has not done any 

behavioural research to be able to substantiate any volumes changes that may occur. 

Table 18: Estimated licence application volumes  

 
2025/26 2026/27 2027/28 2028/29 2029/30 

Class 1 applications 

for restricted licence 
74,117 76,340 77,867 79,424 81,807 

Class 1 restricted 

tests 
134,881 137,092 139,834 142,631 144,962 

Class 1 restricted 

test resits 
48,658 50,118 51,120 52,142 53,707 

Class 1 applications 

for full licence 
70,152 71,963 73,402 74,870 77,116 
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