0C220632
12 September 2022

s 9(2)(a)

s 9(2)(a)

| refer to your email dated 22 July 2022, requesting the following under the Official
Information Act 1982 (the Act):

“a copy of all the submissions received from the following organisations as a result of
the public consultation on the RUC document referred to in WQ 23300 (2022) and
WQ 19957 (2022):

» Auckland Business Forum « Auckland Transport * Business NZ ¢
Campaign for Better Transport « Canterbury RTC < Civil Contractors NZ «
ContainerCo NZ » Crane Association of New Zealand  Drive Electric *
Dunedin City Council = Dynes Group * EROAD « Federated Farmers ¢
Fonterra » Foodstuffs NZ « Global Bus Ventures « Greater Wellington
Regional Council « Hamilton City Council * Hiringa Energy * Horizons
Regional Council « Hyundai « | Love Public Transport Taranaki « Imported
Motor Vehicle Industry Association ¢ Infrastructure NZ « JSwap * Kiwirail
Local Government New Zealand « Mackenzie District Council « Mainfreight
» Mitsui NZ « Motor Industry Association « National Road Carriers * Nelson
Transport Strategy Group, (NELSUST) « Neste « Northland RTC « NZ Bus
and Coach « NZ Heavy Haulage Association « NZ Motorcaravan
Association » NZ Police + NZ Trucking Association « Office of the Privacy
Commissioner « Otago Southland RTC * Queenstown Lakes District
Council » Rural Contractors NZ « Scania « Seasons Tours & Travels NZ «
Spokes Canterbury  Taituara Local Government Professionals Aotearoa
 Taranaki RTC « Teletrac Navman « TERNZ - John de Pont * Transfleet ¢
Transport Certification Australia « Transporting New Zealand « Tranzit
Group * Wareing Group * Z Energy...”



58 documents fall within the scope of your request and are detailed in the document
schedule attached as Annex 1. The schedule outlines how the documents you requested
have been treated under the Act.

When the written Parliamentary question to which you refer (WQ 23300 (2022)) was
answered in July the Ministry was not aware of a submission having been made by the
Automobile Association, having not received a copy, and so it was not listed in the WPQ
reply. Its submission, published on its website in April, has since been brought to our
attention, and analysed alongside the other submissions. Therefore, though it is not named
in your request, it is being released in full to you as part of this response.

Certain information is withheld under the following sections of the Act:

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

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

9(2)(ba)(i) to protect information which is subject to an obligation of confidence or
which any person has been or could be compelled to provide under
the authority of any enactment, where the making available of the
information would be likely to prejudice the supply of similar
information, or information from the same source, and it is in the
public interest that such information should continue to be supplied

With regard to the information that has been withheld under section 9 of the Act, | am
satisfied that the reasons for withholding the information at this time are not outweighed by
public interest considerations that would make it desirable to make the information available.

You have the right to seek an investigation and review of this response by the Ombudsman,
in accordance with section 28(3) of the Act. The relevant details can be found on the
Ombudsman’s website www.ombudsman.parliament.nz

The Ministry publishes our Official Information Act responses and the information contained
in our reply to you may be published on the Ministry’s website. Before publishing we will
remove any personal or identifiable information.

Naku noa, na

Marian Willberg
Manager, Demand Management and Revenue



Annex 1 - Document Schedule

Doc# | Document Information released/withheld

1 AA-submission-Review-of-Road-User- Released in full.
Chargers-Final

2 Auckland Business Forum submission on | Some information withheld under section 9(2)(a)
RUC review

3 AT feedback- Road User Charges Review | Released in full.
April 2022

4 BusinessNZ Sub - Road User Charges Released in full.
System Consultation

5 CBT Submission on Driving Change Some information withheld under section 9(2)(a)
Reviewing the Road User Charges
System

6 2022-04-21 Canterbury RTC Road User Some information withheld under section 9(2)(a)
Charges Submission FINAL

7 Civil Contractors NZ Road User Charges | Some information withheld under section 9(2)(a)
submission

8 ContainerCo Submission Some information withheld under section 9(2)(a)

9 RUC Submission CANZ 2022 Released in full.

10 Drive Electric Submission RUC Released in full.
consultation FINAL

11 Dunedin FINAL signed RUC submission Some information withheld under section 9(2)(a)

12 DYNES Submission on Driving Change- Some information withheld under sections
Road User Charges 9(2)(a) and 9 (2)(b)(ii)

13 EROAD 2022-04-22 submission on RUC | Some information withheld under section 9(2)(a)
System Review

14 Fed Farmers 220422 MoT Driving Some information withheld under section 9(2)(a)
Change Reviewing the RUC System

15 Fonterra submission - Road User Released in full.
Charges consultation - April 2022

16 FSNZ sub RUC consultation 2022_FINAL | Some information withheld under section 9(2)(a)
22.4.22

17 GBV_V3 Some information withheld under section 9(2)(a)

18 Road User Charges GWRC Submission Some information withheld under section 9(2)(a)

19 Hamilton City Council - Final Submission - | Some information withheld under section 9(2)(a)
Driving Climate Change - Reviewing the
Road User Charges System

20 Hiringa RUC Submission 20220422 v2 Released in full.

21 Horizons Regional Council - RUC Some information withheld under section 9(2)(a)
submission April 2022

22 Hyundai RUC Final Withheld in full under sections 9(2)(b)(ii) and

9(2)(ba)(i)

23 | Love Public Transport Taranaki Road Some information withheld under section 9(2)(a)
User Charges submission 22 April 2022

24 VIA Consultation - RUC 2022 Some information withheld under section 9(2)(a)

25 Submission of Infrastructure New Zealand | Some information withheld under section 9(2)(a)
- Reviewing the Road User Charges
System

26 RUC consultation 2022 - J Swap Withheld in full under sections 9(2)(b)(ii) and
Submission 9(2)(ba)(i)

27 Road User Charges Consultation Paper Some information withheld under section 9(2)(a)
2022 _KiwiRail's Response




28 LGNZ Submission on the Road User Some information withheld under section 9(2)(a)
Charges Review - April 2022 v3 signout

29 Mackenzie District Council Roading Some information withheld under sections
Manager Road User Charges Submission | 9(2)(a) and 9(2)(ba)(i)

30 Mainfreight RUC Submission April 2022 Withheld in full under sections 9(2)(a), 9(2)(b)(ii)

and 9(2)(ba)(i)

31 Consultation RUC System_Submission Some information withheld under section 9(2)(a)
Mitsui New Zealand

32 MIA submission on Driving Change - Some information withheld under section 9(2)(a)
Reviewing the RUC System - 22 April
2022

33 NRC Submission Driving Change Some information withheld under section 9(2)(a)
Reviewing the Road User Charges
System

34 NELSUST Submssn RUCs 2022 MOT Some information withheld under section 9(2)(a)

35 Neste submission on RUC review Released in full.

36 Northland RTC 2022 04 021 RTC Some information withheld under section 9(2)(a)
Submission on the Te Huringa Taraiwa

37 NZ Bus and Coach RUC Consultation Some information withheld under section 9(2)(a)
2022

38 NZHHA Submission - RUC - April 22 Some information withheld under section 9(2)(a)

39 NZMCA Submission to the RUC review Some information withheld under section 9(2)(a)

40 Police Submission - Road User Charges Released in full.
System Review

41 NTA Submission Driving Some information withheld under section 9(2)(a)
Change2Reviewing the RUC System
March 2022

42 Privacy Commissioner submission on Some information withheld under section 9(2)(a)
Driving Change - Reviewing the Road
User Charges System

43 Otago Southland RTC - Road User Some information withheld under section 9(2)(a)
Charges Submission April 22

44 QLDC submission to the Review of the Released in full.
Road User Charges System April 2022

45 Rural Contractors Submission re MOT Some information withheld under section 9(2)(a)
Reviewing the Road User Charges
System_final

46 Scania NZ RUC submission Reviewing Some information withheld under section 9(2)(a)
the Road user charge document

47 Request for change Some information withheld under section 9(2)(a)

48 Road User Charges Spokes Canterbury Released in full.
Submission - as submitted 22Apr2022

49 Taitura driving change submission Released in full.

50 FRODO-#3017758-v1-Taranaki RTC Some information withheld under section 9(2)(a)
submission to Ministry of Transport on
RUC System review April2022

51 20220422 Teletrac Navman Response Withheld in full under sections 9(2)(b)(ii) and

9(2)(ba)(i)

52 John de Pont RUC22 Submission Some information withheld under section 9(2)(a)

53 Transfleet RUC Submission 2022 Released in full.

54 TCA Response to Te Manatu Waka RUC | Some information withheld under section 9(2)(a)

Consultation - April 2022

55

TNZ RUC22 Consultation

Released in full.




56

Tranzit Group feedback on RUC
Consultation Document 22042022

Some information withheld under section 9(2)(a)

57 Wareing Group RUC Submission - April Released in full.
2022
58 Z Energy submission_Road User Charges | Released in full.

Consultation 20220422




21 April 2022

Road User Charges consultation
Ministry of Transport

PO Box 3175

Wellington 6140

By email: RUCconsultation22 @transport.govt.nz

Canterbury Regional Transport Committee submission on Road User Charges

1.

The Canterbury Regional Transport Committee (RTC) thanks the Ministry for the
opportunity to make a submission on the funding of the transport system and Road
User Charging.

Background and context

2.

The RTC comprises the authorised organisations who/plan transport.activities in the
region. The members are representatives of the fine territorial local authorities in
Canterbury, the Canterbury Regional Councilf(Environment.Canterbury), and Waka
Kotahi. The purpose of the committee is to set the dire¢tionifor transport investment in
the region in the Regional Land Transport Rlan and/maenitor the implementation of the
Plan to meet the needs of Canterbury's communitiest

All members actively participate in .the committee) Kaikoura, Hurunui, Waimakariri,
Selwyn, Ashburton, Timaru, Méackenzieand,Waimate District Councils, Christchurch
City Council, Canterbury Regional Council (Environment Canterbury) and Waka Kotahi.

We note that member,organisations‘'may also make individual submissions. We support
careful consideration,of these submissions.

The Committee’s Regional Land Transport Plan

5.

The RTC approved the Canterbury Regional Land Transport Plan (RLTP) in June 2021,
which sets out theyRTC's four key priorities for the next ten years.

One ofthe/key objectives of the Plan is:

e, Improved advocacy for investment in the Canterbury Transport Network.
This is monitored through the investment in Maintenance, Operations and Renewals.

Road User Charges are a critical source of income for investment in the network. Our
main interest is Section 2 of the discussion document “Using the RUC Act to do more
than recover road costs”. We welcome this opportunity to provide Canterbury’s view on
the matters in the discussion document.
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General Comment

9.

The approach we have taken in this submission is to focus on the desired future state
of Road User Charges which would require a holistic and integrated review of the
broader transport funding system to achieve. Our view is that until an integrated, holistic
review is undertaken the challenges facing the future of transport funding will not be
adequately resolved. We have focused on the outcomes we seek, and not specified
how we consider this could be achieved. Ultimately, road users will still face multiple,
unintegrated systems of charging until an integrated approach is taken.

Setting of Road User Charges based on actual and reasonable costs

10.

11.

12.

13.

14.

15.

We agree that Road User Charges should be set based on the actual and reasonable
costs to build, operate and maintain a road network, and charged per,kilome'e travelled
per vehicle. This includes cost related to:

e road surface maintenance
e managing demand
e emergency repairs and recovery

We also support the setting of RUC to consider and coyver direct environmental
damage, such as pollution from particulate.mattér, copper and zinc deposited by
vehicles in the road environment.

Canterbury has the largest road network in NewyZealand. Maintenance spending on the
network has almost doubled aver the last 40 years, due to changes in land use,
population, freight movement,‘and tourisSm. These changes in network use are expected
to continue. It's imperativeto ensure-the Cost Allocation Model is sufficiently set to
cover all these costs. Continually-increasing rates is not the appropriate mechanism.
Local rates shouldn’t/be expected'to cover gaps in funding and investment.

We consider/allthe’costs to,manage and maintain roads should be borne by road
users, suchass

e curbing andchannelling (and other treatment devices) to manage stormwater
run off

e puiting.in intersection controls to manage demand

o 4, répairing potholes and other ongoing maintenance (e.g. re-metaling treating
dust on unsealed roads)

e ¥ reinstatement works after a disruptive event, e.g. flooding, landslips.

The road charges should cover these real and actual costs from road use and ensure
the roads are fit for purpose for all users. We appreciate that the Cost Allocation Model
is set using best economic practice, however factoring in direct environmental damage
is the emerging best practice to transition to a sustainable future.

Emergency repairs and recovery is a key part of providing the road network for users.
The Canterbury network is exposed to a number of risks such as flooding, earthquakes

Page 2 of 6



16.

17.

18.

and coastal inundation. It is imperative that the cost of managing and recovering from
events, can be funded appropriately. For example, Canterbury regularly experiences
flooding, including river flooding, surface flooding and coastal inundation. With over
1,000 bridges in Canterbury, these events can result in major disruption for freight
operators and those travelling on the roading network. A single bridge being out across
State Highway 1 can mean daily intra/inter-regional trips are not possible.

Pollutants from tyres and brake pads, such as particulate matter, copper and zinc,
directly accumulate on road surfaces because of road use and can end up in the air and
water if not managed. This needs to be managed through road design and
infrastructure, so these pollutants do not become environmental issues. For example,
run off from the road surface into nearby waterways can harm aquatic ecosystems_and
affect mahinga kai. Road run off needs to be channelled into the appropriate stormwater
systems. This would align the transport sector approach with thefresource management
sector, where the polluter pays. Road users who pollute the road environment'pay the
cost of managing that.

We do not agree that Road User Charges should cover the cost of 'step change
initiatives, such as emissions reduction. We need thevappropriate\funding mechanisms
that support large scale improvements. We recognisesthat emissions reduction within a
short timeframe is essential. These interventiens heed to-hevfunded from sources such
as Fuel Excise Duty (FED), the Emissions=Lrading Scheme or other sources of
government financing. We support the Ministry seekingclimate emergency funding to
enable this transition.

We see a review of FED as key, FED could.be eharged on all fossil fuels and be used
as a transport behaviour changetool withirevenue going towards the costs for road
users and the road networks to transition,to a low emissions future. The ETS charges
contained in fuel costs are“insufficient for the pace of change needed, as transport is
seen as low hangingfruit to achieve emission reduction targets. FED should be set with
the Ministry of Transport toensure the Ministry has sufficient sphere of control to
achieve emiSsjon,reductionitargets. For example, as much as 40 per cent of road
transport’greenhousetgas (GHG) emissions in Canterbury can be attributed to the
movementof freight."Diesel consumption is closely correlated with transport freight
GHG emissions» FED could provide financial support for heavy vehicle owners to
purchase and.operate zero emission vehicles.

Collecting Road User Charges

19.

We_ agree that all vehicle users should begin to pay road user charges, irrespective of
fuel; electric, hydrogen etc. This should also increase the amount of RUC collected and
spread it across a broader section of road users. Using fuel type is no longer a fit for
purpose factor for road user charging. As energy technology changes, and we transition
to a low emissions transport system, no or low emission vehicle users will quickly
become the core road users. Use of these vehicles will still create costs in relation to:

e road surface maintenance
e managing road run off
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20.

21.

22.

23.

24.

25.

26.

e managing demand
e Operations
e emergency repairs and recovery.

It is essential that sufficient funds are recovered from these users to invest in building,
maintaining and operating the road network. We do not support any approach that
would lead to less funding being available than what there is now.

We request strong consideration of transport affordability in the setting of Road User
Charges. A robust approach to the phasing in of any changes is also essential as many
households are facing escalating cost of living, without commensurate rises in income.
There are likely to be unintended consequences as we shift to a new funding model that
should be appropriately factored in.

We do not agree that the GPS should set exemptions for RUGas RUC is required from
all network users to maintain the network, with equity and aceessibility being the
exceptions. As the GPS is reviewed frequently it could déstabilise therevenue stream if
exemptions also changed frequently. Transport investment takes a leng/time to plan,
and revenue models need to be stable to give assurance aroundincome.

We agree that exemptions should be provided through RUE and take an equity lens,
based on accessibility.

The exemption should include all public transport'vehicles, including Community
Vehicle Trust vehicles?, due to the"significant publie-benefit it provides. We recognise
Public Transport (PT) is undesssignificant funding'pressure to support the transition to a
low emissions future. We suppOristhe current, RUC exemption to remain in place for
public transport services until a permanent public benefit and equity based exemption
for public transport is in,place, possibly extending past the current exemption end date
at the end of 2025¢ This will undoubtedly assist in reducing barriers to transition to zero
emission busesifor Public Transport services in Canterbury.

Given thesminerdevel of expenditure on PT RUC in Canterbury, compared with the level
of investment outlined inithe RLTP, we consider an exemption for PT is potentially
affordable within‘theperiod of the plan, but recognise an exemption for PT may be less
affordable in the subsequent years. By that time the PT transition should be well
established and=PT usage in a low emissions future network should be clearer too. This
will makenthe future funding system for transport clearer. We see this as suitable for PT
to be exempt from RUC under an equity-based exemption policy.

Exemptions and/or discount zones should also apply to rural households, school buses
or Community Services Card holders who are a certain distance from essential services
like hospitals and schools. This is especially important as we transition to a low
emissions future for rural communities that cannot access essential services by low
emission modes such as walking, cycling or public transport.

I Community Vehicles are rural and provincial public transport services in Canterbury
www.communityvehicletrust.org.nz
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27.

We agree to the provision of exemptions for reasons of practicality on a case-by-case
basis. This includes heavy vehicles that do not usually travel on public roads, like airport
fire engines or farm vehicles which infrequently use public roads to obtain a Certificate
of Fitness. Calculating and charging RUC in these situations is not cost effective and
can be impractical to apply. These case-by-case exemptions do not need to be defined
in legislation but can be delegated to the Director of Land Transport.

Expenditure and Distribution of Road User Charges

28.

29.

30.

31.

We agree that the expenditure of Road User Charges should be broader than the
maintenance of the network. A proportion of the revenue should be invested in
transitioning the system to a future state that is more efficient and effective. For
example, improving public transport uptake which reduces cars on the road andlowers
maintenance costs.

We are aware that in transitioning to a low emission futuredhere may bé'a need to
permanently provide electric vehicle infrastructure in locations that are not commercially
viable. Waka Kotahi has a plan to develop and operéte/publicly available EV charging
stations in Canterbury?. The cost of building, operatingsand maintaining public EV
infrastructure should be funded by Road User/Charges asa-future permanent aspect of
the network.

We agree that the distribution of the revenue fromyRoadchUser Charges needs to be
aligned to where the damage is incurred=This issso RUC is more directly applied to
address the impacts of road usef,and the building, maintain and operating of that road
network, as this is the basis @nwhich it is e¢harged. We do not support a system where
collected Road User Charges,aré inequitably distributed to other parts of the country,
for example when a head office based'in‘the North Island purchases large amount of
Road User Charges’butithe trucks,areunning on roads in the South Island. The system
needs to better suppori’the caollection being aligned with the distribution.

We seek greatér alignment of funding investment with land transport regional priorities.
We do not support a system where Road User Charging is inequitably distributed to
other partstof the transport system such as coastal shipping. There may be other
funding mechanisms'more suited to this, which need to be explored through a holistic
and integrated,rev ew of transport system funding.

The Funding System

32.

We.agree that the RUC system needs to be very simple, easy and low cost to use and
administer. The use of technology is paramount in doing this, in reducing the overheads
to administer, and improving ease for road users. It will be important to use technology
to ensure funding such as FED and RUC are charged appropriately and there is no
overlap, double dipping or misallocation of funds towards other parts of the transport

2 https://www.nzta.govt.nz/assets/planning-and-investment/docs/ev-public-charging-facilities-south-
island.pdf
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system. We need to make it easier for our communities to see where RUC is collected
and where it is spent.

33. We support FED being used to fund significant improvements and transitions, rather
than for costs which can be recovered by a Road User Charge applied to all vehicles.
That may be dependent on Fuel Excise Duty being reviewed and may need to be
proportionally adjusted or phased in to allow users to adjust to the RUC cost increases
As mentioned previously, we would like the Ministry to consider unintended
consequences and consider phasing in of this approach, and a wider review of transport
system funding.

34. We support Fees and Charges revenue to be used to pay for the costs of providing
driver’s licencing, WOF and registrations etc. As per the current consultation on the
setting of fees and charges, currently these services are underfunded?® and need
supporting to ensure our transport network is safe.

35. We support an integrated, simple system to collect funding'to support-the ¥oad network.
This includes road pricing, fuel excise duty, fuel taxesoutside of Auckland, as well as
road user charges and Waka Kotahi’s fees and charges. 1t also neéds to consider the
role of developer creating more growth and the transport costs they need to cover e.g.
new subdivisions and intensification of existing areas.

36. Overall, the funding system for transportneeds to be fully-reviewed together so that
there is clear funding system for road,ail and coastal shipping.

Conclusion

37. Thank you once again for the opportunity. to make a submission on the discussion
document. Our secretariat’is available to provide any further information or answer any
question the Ministry/may have ‘about our submission. Contact details are Clare
Pattison, SeniorStrategy Advisor, s9(2)(@)

Yours faithfully

s 9(2)(a)

Cr Peter Scott
Deputy Chair, Environment Canterbury
Chair, Regional Transport Committee

3 https://www.nzta.govt.nz/media-releases/waka-kotahi-begins-consultation-on-changes-to-regulatory-
fees-and-charges/
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Executive Summary

The New Zealand Automobile Association (NZAA or AA) welcomes the opportunity to provide
comment on Te huringa taraiwa: Te arotake | te punaha utu kaiwhakamahi rori | Driving Change:
Reviewing the Road User Charges System.

The document explores proposals in three areas:

e Using the RUC Act to do more than recover road costs
e Improving the RUC system for end users
e Technical amendments to the RUC Act

In response to the proposed changes, the submission sets out some specifichanges that

B:
d

do not support. However, considering the large number of questions (8 e onl sed
those considered to be of most relevant to our Members. &
%ism t

0N

The AA strongly supports the continued policy of using RUC as e o@te charges for
the use of our roads based on the costs each vehicle causes %’nplicity scheme is a reason
ed roposals that would

it has been recognised as world leading. Therefore, the A@o S
damage this simplicity — for example by adding in extef ies tha
to some other policy intervention. Accident costs eéénhouse
clear examples of where drivers are already p% the %\g

cases are already subject
HG) emission costs are two
other fees.

The AA is strongly opposed to the intro n of any ad al charges which cannot be directly
and accurately linked to the costs of ifdi i

principles of the RUC system. % Q~
The AA does support improyi uc @ or easier use and to attain administrative cost

savings. It welcomes the €r réve
registration Iabelsw ind\é.

1. What c%ng S?Meded to make RUC work more effectively
1.1 IncIu%@alities in the costs considered in when setting RUC rates

ed t

| ve s this is inconsistent with the founding

o
—
(]

e requirement to physically display RUC and

It is propos roaden the purpose of RUC to include consideration of road safety, regulatory

development, vehicle emissions, smart infrastructure and other externalities in setting RUC rates.

®

pollution, road damage, accidents or other harms such as congestion.

These alities could include environmental damage, such as air and water pollution, noise

Currently, other than road damage, these externalities are not explicitly considered when setting
RUC for diesel vehicles or FED rates for petrol cars. Therefore, as noted in the discussion document,
using RUC to charge motorists for externalities other than road damage would be a significant shift
in taxation policy generally and RUC specifically.
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The AA does not support the inclusion of externalities when setting RUC rates. A number of the
externalities listed are already covered by existing taxes and chargers and the inclusion of new
charges would duplicate these and lead to higher RUC rates, imposing an adverse cost impact on
motorists. As a result travel will become more expensive, adding costs to many of our Members’
mobility and to freight and goods. It is unclear how they would be balanced against the benefits that
driving also delivers to New Zealanders’ lives. If such externalities were going to be charged for land
transport but not across other sectors or aspects of people’s lives then this could simply be seen as a
tool for revenue raising.

New Zealand taxation policy is generally intended to be neutral and not change behaviour. Currently
only four forms of taxation are targeted at behaviour change: the Emissions Trading Scheme (ETS);

the problem gambling levy, and tobacco and alcohol excise. It could be said that the Clean C VL
programme could be also be seen as a form of taxation, aimed at changing nrotorists purck asiQ
behaviour. The payment of the gambling, alcohol and tobacco taxes invo ignificantelement of

RUC payers also pay the ETS contribution when purchasing petrol iesel ang-these,funds are
hypothecated to emission reduction programmes. In additionQihasers of h itting newly

imported vehicles also pay fees to reflect these environmental€osts. We % support the
Q'Vntal i ts.

addition of further behaviour change taxes targeting envi %
UC because we see this as

The AA also does not support the inclusion of noi onc
particularly unworkable and consider it would ‘o can orms’ in terms of determining which

choice, whereas a significant proportion of travel can be considered g ity. Thé vast majority of

situations qualify for noise mitigation investme d what rates should apply to different vehicles.
To allocate a portion or percentage to ir@ in RUC be arbitrary and the AA is unaware of
any formula that could be used to a e Woise costs considering the variation in noise
that could exist between individ icles a here and when they are used. We also point
out that noise pollution and ntitigatieh is a or that gets taken into account during the consenting

process for building and ng roa

Finally, the AA doe Wport @sion of charges for the cost of accidents within RUC as the
ACC levy is curr @rporated ithin a vehicle’s registration and fuel excise duty. This levy is
calculated to e hgawts from road crashes and it would be a duplication to add accident

costs to RUC a second t&

i ts on greenhouse gas emissions when setting RUC Rates

1.2  Includi
The AA opp écluding the impacts of greenhouse gas emissions when setting RUC rates because
we beli re are other policies already in place that address GHG emissions.

The proposal to consider GHG emissions when setting RUC is based on the premise that vehicles
powered by low-carbon fuels are currently more expensive to purchase (as in the case of an EV or
purchasing biofuel for internal combustion engine (ICE) powered vehicles). It appears the proposal is
to add additional costs to the RUC with an eye to allowing exemptions for low-carbon vehicles.

RUC exemptions and reduced rates are not cost effective tools - they add to administrative costs
plus they undermine the principle that all vehicle users should pay fairly for the use of the roads,
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both building and repair, to fairly contribute to road maintenance and upgrades, as well as to road
policing, public transport and walking and cycling projects.

The rationale behind this proposal appears flawed because first we have the Clean Car Programme,
which is designed to lower the cost of low-carbon vehicles and increase the cost of high emitting
vehicles, thereby attaining better price parity between the two technologies. Secondly, CO; is
already priced into petrol and diesel via the ETS. Already the ETS adds about 18.5-20c per litre of
petrol and diesel at the current price of carbon in the NZ ETS scheme (approximately $75-$80 per
tonne). Overtime it is expected that the price of carbon in the scheme will increase to $250/tonne
thereby sending a clear price signal to motorists as intended by the scheme.

These mechanisms are designed to offer the most effective outcome possible, thereby makin
consideration of including GHG in RUC unnecessary and a duplication of exist':ng policies.

el, has hﬂe merit,

ffec

Although the inclusion of hydrogen fuel-cell electric vehicles, and hydrog
other policy interventions to support the technology uptake would

1.3  Including fuel type, origin and blend in RUC Ra

The Ministry has concerns about the potential negative e ntaland s C|aI impacts some
alternative fuels could have. However, the Governme roduc iofuels mandate that will
promote the use of biofuels. The mandate requires t blof eet strict sustainability
standards. Therefore, given the administration o sch - e potentially onerous, the AA
doesn’t support this proposal. 6

2. Improving RUC Sys or t@n User

2.1 Enabllng parti @es les that also use a fuel subject to fuel excise

It is proposed %t e RUC Act,to allow for partial RUC rates to be set lower than full RUC

rates. These C rate ould be used mainly once the exemption from RUC is lifted for
electric vehicles. The p would recognise that plug-in hybrid electric vehicles (PHEV) use
petrol and pay FED |n|strat|vely more efficient to pay a partial rate than pay a full rate

and then seek a \ fund. The AA supports this change.

2.2 EnQn partial RUC rates for low emission vehicles after light EV RUC exemption

The AA does not support variable RUC rates based on GHG emissions. The AA’s position is that all
road users should pay a similar and equitable contribution to building and maintaining our road
network, as well as other transport costs, regardless of the type of fuel used to power a vehicle.
Currently, other policies are in place to encourage the uptake of low emission vehicles and partial
RUC rates is inequitable to other road users.
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2.3 Exempting low emission vehicles from RUC based on distance travelled

Currently, EVs are exempt from RUC until 31 March 2024. After this date, it is proposed to change to
a distance-based exemption, e.g. an EV would be exempt from RUC for the first 10,000km. This will
allow for a better estimate of foregone revenue, would be straightforward to implement and would
smooth out applications for RUC when exemptions lapse. The AA supports this proposal. However,
the AA also considers the Clean Car Programme to be a more effective policy intervention to
encourage the uptake of EV’s and suggest that even if distance based, the EV exemption be removed
gradually prior to 31 March 2024.

2.4 Removing the requirement for light vehicle owners to display a RUC licence (]/

The AA supports the removal of the requirement to display a paper RUC label on a vehicle’s %

windscreen. This would reduce costs to the owners of 800,000 light diesel vehicles and in

countries removing similar requirements to display a physical licence h% cted CN- ce.
min

&me

If the requirement was removed, the AA would like to see a more m&st
ilable labelito view on their

implemented because the vehicle owners will not have a readina

windscreen as a reminder. This could be by txt, email or physi er bas eir average

recorded travel pattern.

2.5 Allowing for the purchase of RUC Iic%@amo@e s than 1,000km
ibility t@vners of some light vehicles and

ibili
older vehicles that are intermittently used=lhe nge also allow for vehicle owners to
purchase RUC based on their availabl @ ,e.g. 51 ther than a fixed distance interval, which

would benefit some motorists wit

The AA supports this proposal because it allows fl

2.6  Removing the req

ownsid
tto ; other transport paper labels

The AA supports the pro rem &paper registration label because it offers an opportunity
to reduce administr, w s. T comes the development of an on-line tool to assist with
vehicle owner’s @wce with& e licencing and RUC obligations. We also support retaining
the option to %l a ph sWhicle licence label as a reminder for our members that don’t have
internet or phone app v\n%vvity.

2.7  Assistin UC payers to commence paying RUC

thousand ew users, many of whom will potentially be unfamiliar with RUC. Also, Waka Kotahi
will ne now the odometer reading of each EV on, or the day before, the exemption ends as a
starting point for each EV RUC.

When the % exemption ends on 31 March 2024, the RUC system will have an influx of tens of

To spread the load, the AA proposes that the exemption instead expire on the date each vehicle’s
WOF expires. In the case of new vehicles with a three year WOF period, the date would be when it’s
due for its warranty servicing. This would allow the collection of odometer readings and these being
logged into the system. It would also stagger the introduction of the RUC charges so that there is not
a sudden dramatic load put on the system on 1 April 2024.
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Alternatively, the AA recommends that every EV be subject to RUC prior to 31 March 2024 and the
owner charged a zero fee rather than an exemption so that the EV data is entered into the system
and the owners become familiar with the system prior to the exemption expiring.

3. Technical Amendments to the RUC Act

3.1  Changing the Warrant and Certificate of Fitness requirements so the assessor
must report evidence of odometer tampering

The AA supports the accurate measurement of distance for the purposes of RUC. It supports
accurate odometers in vehicles because distance travelled by a vehicle is an important indica%

potential wear and tear and the need for servicing and maintenance.

However, the AA believes it would be extremely difficult in the real wo%géct ew%nstalled
ve

to secretly stop or alter odometers. In some cases they may simply. ioRto a WOF/COF

inspection then reinstalled

We are also concerned about the ability of WOF/COF ass ccu atel etermine if an
odometer has been tampered with and who would p subs specialised inspection if
it turned out that the odometer had not been tam h At by the original assessor
would mean the loss of a customer and raises is around gness of the assessor to refer a
vehicle for further inspection. 0 &

It appears that only a very small num h|cI ktampered with and the costs
associated with inspecting every t ca ery small subset would appear to greatly
outweigh any benefits. Therefor ort the inspection of odometers and the

reporting of suspected tam E vc.

3.2 CIarlfylngt r% rate for a distance recorder in a light vehicle
The AA refers yo ternat rganization of Legal Metrology, International

Recommend that coverssspeedometers, mechanical odometers & chronotachographs for
motor vehicles, which stat ximum permissible tolerances.

We note that mo\@gehicles over-record the speed they are travelling to protect the
manufacturerfro ing sued for speeding offences due to a faulty speedometer. The over-
recording varies greatly between vehicle manufacturers. Speed and distance travelled are usually

deterrr@ the same reading device.
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About the New Zealand Automobile Association

The NZAA is an incorporated society with over 1.8 million members, representing a large proportion
of New Zealand road users.

The AA was founded in 1903 as an automobile users’ advocacy group, but today our work reflects
the wide range of interests of our large membership, many of whom are cyclists and public transport
users as well as private motorists.

Our advocacy takes the form of meetings with local and central government politicians and officials,

publication of research and policy papers, contributing to media on topical issues, and submissio
to select committees and local government hearings. ?L

We are guided in our advocacy by our extensive network of activities acro w Zealand,
helps the AA to develop a comprehensive view on mobility issues. The m %ubllc ar
come into contact with the AA through our breakdown officers, 36 tres and&er AA
businesses. Meanwhile, 18 volunteer AA District Councils around New aland@ edch month to
discuss local transport issues, supported by our professional nd res m based in
Wellington and Auckland. We regularly survey our Memb s @ntranspart issles, and Members
frequently contact us unsolicited to share their views. comn%ongmal research into
current issues in transport and mobility via the AA E Fou

Motorists pay over $4 billion in taxes each ye road user charges, registration
fees, ACC levies, and GST. Much of this mone mves e Government in our transport
system, funding road building and m ‘e publi ort services, road safety work including
advertising, and Police enforcement f AA Members, we advocate for sound and

transparent use of this money in t ati ff ansport networks, enhance safety and keep

costs fair and reasonable@
Total Members %V \i > 1.8+ million members

Q~ Over 1 million are personal members

C) 0.7 million are business-based memberships
AN
Koo
% of IicerQ ivers Around 29% of licensed drivers are AA Members
\J
Gender split 54%  Female
46%  Male
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Age range & Membership retention Age of AA Members

Unknown N

65+ years old INIEEEENGNGGNGNGNGNGNGNGNGNNNN 32%

45-65 years old 37%

25-45 years old GG 2?2%
Under 25 years old I 8%

Half of AA Members have been with us for 10 years%r(n».

p Q ______________________
?\
&
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Wellington 6140
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Auckland Transport’s Feedback on Driving Changge: Reviewing, the

Road User Charges System

1 Introduction

11

1.2

13

1.4

1.5

1.6

1.7

1.8

1.9

Auckland Transport (AT) welcomes this opportunity” to- provide, feedback to the Ministry of
Transport (the Ministry) on the Road User Charges\(RUC) System review (the review).

AT is a council-controlled organisation of«he Auckland'Council. This technical submission
represents the views of AT as a statutory ‘entity résponsible for providing local transport
services in Auckland.

We agree that changes to the RUC system areinecgessary, but we also consider that changes
to the wider system of funding and investingtin.transport are required.

In our view, New Zealand’s(transport funding-and investment model is no longer sustainable
and is failing to enable transport and wideroeutcomes for Auckland.

Changes to the underlying philosophy=of the RUC system, including whether to charge for
externalities, would in‘our view be much more enduring and effective if considered alongside
a review of the ynderlying philasophy of the transport system as a whole.

Major questions,need to be answered not just in relation to RUC, but transport funding and
investing more~broadly: what is transport for? Who should pay for it? How should they be
charged? Who should,deeide where resources are allocated?

It is, in our view, neither efficient nor effective to ask such questions of RUC independent of
the transport funding and investment system more generally.

It is necessary, we consider, to rapidly accelerate this wider work to address serious and
immediate funding and investment challenges today.

Ourisubmission has been developed in two parts. The first (covering sections 2-6) provides a
high-level overview of issues with the current transport funding and investment model and the
characteristics that we consider would make it more efficient, effective and safe. The second
section includes direct technical responses to the questions in the discussion document.

1.10 We thank the Ministry for this opportunity to provide feedback.

Y
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2 We agree with and support the reasons for the review

2.1 AT notes that the vehicle fleet has changed significantly over the past two decades, including
via an approximate doubling in the share of light vehicles paying RUC and contributing to RUC
revenue.

2.2 But we also note that the increase in the number of RUC vehicles is occurring alongside a
decrease in the proportion of Fuel Excise Duty (FED) vehicles.

2.3 We agree that externalities including carbon emissions and congestion are not well reflected
in New Zealand’s current transport charging model.

2.4 But the deficiencies in the way these costs are measured and priced are as true for FED as
they are for RUC.

2.5 We agree that the rising use of electric and other non-conventionally’powered vehicles justifies
consideration of when and how these vehicles should be charged,for read use.

2.6 But a further significant revenue issue today is the relative decline in FED, revenue resulting
from improved fuel efficiency.

3 The wider NLTF model is in need of tewview

3.1 Thus, while we support a review of the RUC system,/wve consider that for every reason to
conduct this review today there is an equivalentif not greater.reason to review the FED system.

3.2 We note that any reform of RUC principles=er charges,that does not result in equivalent
changes to FED will lead to different pricessignals 10, road users. Users can be expected to
modify their response, for example, by changing their vehicle to avoid higher or take advantage
of lower prices, potentially undermifing any giveninitiative.

3.3 Wetherefore consider that anysnaterial changes'to RUC, including decisions impacting carbon
pricing, congestion or electric'vehieles, will need to be reflected in the FED system.

3.4 Noting that some 95 per ¢ent of'the NationalLand Transport Fund (NLTF) is sourced from FED
and RUC,! we considér that issue$ outlined in the discussion document are as much issues
with the wider NLTF system as they are with RUC.

3.5 We agree that the wider NLTF'system is in need of a comprehensive review.

4 New Zealand’s transport funding and investment model is no
longer fit for purpose

4.1 We further consider that it is not just the NLTF component of New Zealand’s system of
resourcing andhinvesting in land transport that needs urgent review.

4.2 The National Land Transport Programme 2021-2024 (NLTP) signals $24.3 billion of spending
across thé period. Around half of this expenditure is covered by RUC and FED and almost two-
thirds byythe NLTF ($15.6 billion including $2 billion of debt finance an $830 million for rail). A
further-$4.8 billion (20 per cent) is contributed by local government and $3.8 billion (16 per
cent) by the Crown.

4.3 This wider model itself is, in our view, no longer fit for purpose and requires urgent reform.

4.4 Based on our experience in Auckland, we identify five major issues with New Zealand’s current
transport funding and investment model.

1 Ministry of Transport, Driving Change Consultation document, February 2022, p. 11.
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4.5 Issue 1: The model is no longer sufficient to fund objectives
4.5.1 Auckland cannot substantively achieve agreed transport outcomes with existing resources.

4.5.2 Through the Auckland Transport Alignment Project (ATAP) partnership between central
government and the Auckland Council, and replicated in AT’s Regional Land Transport Plan
2021-2031, five strategic transport priorities have been agreed:

o Travel choices — Provide and accelerate better travel choices for Aucklanders

o Climate change and the environment — Improve the resilience and sustainability of
the transport system and significantly reduce the GHG emissions it generates

o Access and connectivity — Better connect people, places, goods and services

o Safety — Make Auckland’s transport system safe by eliminating harm to people

o Growth — Enable and support Auckland’s growth through adocus on intensification in

brownfield areas and with some managed expansioninte emerging greenfield areas

4.5.3 AT is committed to progressing these priorities. Working with,partners-including the Ministry,
Waka Kotahi and the wider Auckland Council family,we have modelled multiple land use-
transport scenarios to identify the optimum mix of investments aligned, with these objectives.

4.5.4 Modelling indicates that the “strategic” indicator.foronly one ofithese transport priorities is in
line with broader regional aspirations: deaths@nd serious.injuries are projected to reduce by
67 per cent over the next decade, putting the ¥e€gion an track to achieve zero deaths and
serious injuries by 2050.

455 Other objectives remain beyond the, reach ,of available resources, including carbon
emissions, where a per capita decrease of around*13 per cent over the forecast period is
offset by population growth of/22%per cent. This,level of performance leaves Auckland well
behind government and regional aspirations\io achieve net zero emissions by 2050.

4.5.6 A key barrier to lowering €missions=is, the availability of carbon neutral transport options.
Resources are not sufficient to fund a public and active transport network which provides a
competitive alternative to, privaté vehicles. Thus, while the RLTP projects that an historically
strong 64 per cent of /morningypeak employment growth will be met by public and active
modes, this figuresis/vell short of the 100 per cent target.

4.5.7 With around a‘third of_ new morning peak trips to be taken by private vehicle over the next
decade, morning peak\congestion can be expected to deteriorate, reducing access to
employment. Modelling” indicates drivers will spend 36 per cent of time in congested
conditions in 2031, 'up from 32 per cent in 2016.

4.5.8 Across Auckland’s fifth strategic transport priority, growth, major differences have emerged
between“thé expectations of government that more development capacity is unlocked and
the region’s ability to support development with infrastructure. Prior to new direction for
Meditm\Density Residential Standards (MDRS), AT was already challenged to fund new
transport infrastructure to support development in all nine spatial priority locations. With
MDRS, AT is still expected to resource these priority locations, plus additional unplanned
growth distributed across the metropolitan area.

4.5.9 If AT cannot resource the investments needed to meet MDRS-enabled growth, growth will
still occur but without the services in place to promote transport outcomes. Performance
across safety, emissions, transport options and accessibility will reduce below projected
levels described above.

4.5.10 In addition, funding is yet to be confirmed for the proposed $15 billion Auckland light rall
project or an additional Waitemata harbour crossing, including the post-construction
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operating costs of these initiatives. Uncertainty surrounds whether such projects, if and when
they proceed, displace or offset other anticipated funding.

4.5.11 Inflationary pressures, enhanced expectations for environmental mitigation including
emissions reduction and stormwater treatment, changing attitudes to safety, and other factors
are all increasing investment demands.

4.5.12 There simply is not sufficient resourcing in the current transport funding and investment
model to fund these demands.

4.5.13 Without additional resourcing, greater dependence on non-investment interventions, such as
travel demand management, speed reduction and enforcement, parking fee increases, and
general regulation will be required.

4.5.14 Such interventions are longstanding, efficient, effective and appropriate options.tofachieve
transport and other public objectives.

4.5.15 But, if used to compensate for a lack of resourcing, these measuresvisk ahigh level of public
pushback and customer dissatisfaction.

4.5.16 It may be the case that higher levels of investment deliver a superior public outcome, but
without resourcing this option will become increasingly/precludedyxresulting in lower overall
wellbeing.

4.6 Issue 2: The model is poorly incentivised

4.6.1 The core issue affecting New Zealand’s transport funding and investment system is that the
funding model is predicated on recovering,the direct/Costsof the transport system from users
while the investment model is increasingly orientedhto promotion of transport and wider
economic, social, cultural and enyirenmental publieseutcomes.

4.6.2 This approach depends on ascomparablyesmalhcomponent of society (transport users) to
resource outcomes which benefitall of society.

4.6.3 It also largely ignores indirecttransporticasts, which are externalised.

4.6.4 The result is a transpart funding ‘and investment model which subsidises and cross-
subsidises all activities 40 an extent which makes it impossible for participants in the system
to know, understand, and ‘fespond to the true costs and benefits of public and private
decisions.

4.6.5 For examples=net userscontribution to the NLTF is only provided by private vehicle users.
Other users, including™ef public transport and active modes, receive partial subsidy from
private vehicleasers (and rate and taxpayers).

4.6.6 However, private.vehicle use receives its own subsidy, in the form of ratepayer and taxpayer
contributions torroading operations and improvements.

4.6.7 Furthermore, a range of social and environmental impacts are not accurately priced into on-
road activities, providing a further de facto subsidy.

4.6.8 The™nature of this transfer system means that private vehicle users are receiving one price
signal telling them that the costs of their decisions are higher than they otherwise would be
and another telling them that they are lower.

4.6.9 At the same time, public transport and active mode users receive one price signal that their
decisions are relatively cheap (because they receive a subsidy from road users and
taxpayers), but also comparatively expensive (because environmental impacts are not
factored into private vehicle use).

4.6.10 In an intensifying city like Auckland, or indeed all New Zealand cities under new Medium
Density Residential Standards, reallocation of private vehicle charges and duties to public
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transport will increasingly transfer the benefits of investment not just to public and active
transport users but to landowners benefitting from improved accessibility.

4.6.11 Higher land values, in turn, increase the costs of transport provision. Property rates
adjustment, however, to align charges with benefits, encounters strong public opposition from
residents who generally consider public and active transport to be a public good.

4.6.12 Likewise, improved economic opportunities and performance linked to quality transport
services is traditionally measured via travel time savings, but in practice results in improved
productivity, more competitive land markets, and greater equity of access to services,
education and employment. Yet, until very recently, the Government has relied
overwhelmingly on use-based charges and property rates to fund initiatives that enhance
general taxation revenue and mitigate central government social costs.

4.6.13 As a result, both local authorities and users have at times been challenged to jusStify‘benefits
commensurate with their share of transport investment, increasing,epposition to higher levels
of expenditure to meet agreed needs.

4.6.14 At the same time, central government has been challengédito tnderstandy,at least publicly,
why more investment has not flowed into activities which would have, among other things,
supported more affordable land supply or higher produgtivity.

4.6.15 In sum, the current transport funding and investment system is_so heavily mis-incentivised it
is no longer possible for either users or benefiCiaries’to make“infermed decisions.

4.6.16 This dynamic is, in our view, contributingto.an tntenable situation where, in general terms,
users think they are paying too much, and beneficiafies\think they deserve more.

4.7 Issue 3: Investment and revenue decisionsarte increasingly politicised

4.7.1 Different incentives created by,the existing mixof cost allocations and benefits accrual has
materialised as differing views of investment priorities and politicisation of transport
decisions.

4.7.2 Where local authority investment has not flowed, either in sufficient volume or to areas
expected by central’'government, coneerns have in the past been publicly expressed. The
early years of City Rail £ink project development provide one example.

4.7.3 Likewise, when NMecal government has disagreed with central government project
prioritisation, Similar levels of opposition have in the past been expressed. The early years of
Puhoi to'Wellsford project development provide one such example.

4.7.4 In atransport contextwhere responsibilities are shared across central and local government,
high levels offpoliticisation have the effect of slowing, rather than accelerating, decision
making. Agreement is harder, not easier, when the evidence base is muddied by myriad
subsidies, philosophies and perspectives.

4.7.5 In Auckland, ATAP has helped improve central and local investment alignment over the long
term, thereby reducing the likelihood of political disagreement.

4.7.6 Butthese and other initiatives have not been sufficient to overcome heavy politicisation, with
one serious and undesirable outcome being the politicisation of transport modes.

4.7.7 Transport investment prioritisation will always contain elements of judgement on issues of
high emotional, cultural, strategic, fiscal and political importance. But it is possible through
strategic planning, rigorous analysis and engagement to address most areas of
disagreement, if costs and benefits are transparent and allocated appropriately.

4.7.8 It is pleasing that Government has in recent years increased direct transport investment in
support of Government priorities. However, weak or otherwise non-transparent linkages
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between Crown allocations and national benefits increases the potential for projects to be
selected on the basis of shorter-term political objectives.

4.7.9 Without transparency of who is paying and who is benefitting, there is an increased risk of
misunderstanding and poor long-term decision making. More effective projects risk being
deprioritised and less effective projects risk being accelerated.

4.7.10 For decision makers, including AT, any system of mis-incentivisation and poor price signals
risks an impossible situation where our customers and partners are simultaneously in
demand of more investment in all modes and unwilling to continue to pay more for modes
they do and do not use or attain benefit from.

4.8 Issue 4: The system is not responding to pressures

4.8.1 A major problem affecting the transport funding and investment system is not just.that mixed
incentives are failing to provide sufficient resources to satisfy public.and politicakaspirations,
it is that these and other issues have been present for some time, but the system has not
been able to respond.

4.8.2 COVID-19 has materially impacted travel demand patterns and gtransport revenue. AT
funding is currently challenged by reductions in farebox recovery. and parking fees. It is not
yet clear how quickly revenue will be restored, but ivis €lear that the etirrent model has lacked
flexibility in the face of travel decline.

4.8.3 Investment in transport remains vulnerable to'ehange threugh, both central and local political
cycles, reducing wider investment certainty.across industry and the development sector.

4.8.4 Investment demands at all levels exeeedyavailableyreseurcing, but options to increase or
obtain investment to meet demands areMimited.

4.8.5 Major strategic issues linked to transport, including housing supply and affordability, and
carbon emissions, have not beeh addressed.

4.8.6 Financing constraints havesimpeded.thelroll-out of new services, undermining city-shaping
and other transformationakinvestmeént opportunities delivering intergenerational benefits.

4.8.7 Limited funding tools and'options,have misaligned investment benefits with charges, resulting
in property value imprevement for some at the expense of others.

4.8.8 Public confusion aver whethertransport fees and charges are user-based charges or more
generaliseéd taxation mechanisms has politicised investment in all modes, undermining long-
term investment certainty:

4.8.9 New investment-~isiconstrained by a model dependent upon increasing vehicle km travelled
while public objectives shift to decreasing travel.

4.8.10 Overall, €xisting transport funding and investment arrangements have not kept pace with
technglogyy economic and social change, and growth, leading to rational investment
demands which cannot be met.

4.9 Issuess/The system is no longer fair

4.9.1 The contradictions in the transport investment model have reached a point where travel
essential to the core functioning of the New Zealand economy and society is becoming
harder.

4.9.2 ATAP modelling indicates that proportionately fewer Aucklanders will be within 30 minutes of
employment in the future than today, reducing equity of access to jobs.

4.9.3 As access to employment becomes slower, demand for property closer to employment can
be expected to rise, increasing prices. This dynamic improves employment opportunities for
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wealthier residents able to locate in accessible areas and reduces opportunities for lower
socio-economic groups pushed to the margins.

4.9.4 With limited ability to relocate closer to employment and with inflationary and other transport
costs increasing, some communities and members of communities are confronted with
serious accessibility barriers.

4.9.5 Without fair and reasonable opportunities to travel, economic, social, cultural and political
engagement in society is compromised and, with it, the potential to realise local and national
wellbeing.

4.9.6 With or without RUC reforms there is no clear evidence that property owning beneficiaries of
transport investment will contribute an appropriate share of funding.

49.7 With or without RUC reforms, there remains no clear evidence that users..Off internal
combustion engine (ICE) vehicles will pay an appropriate pricesfor carbon and.particulate
emissions.

4.9.8 With or without RUC reforms, there is no evidence that{beneficiarieshof New Zealand’s
outcome-oriented investment model will pay the appropriate, price for benefits they derive
from economic and social development.

4.9.9 With or without RUC reforms, there is no clear pathway,for Auckland to achieve its strategic
transport outcomes nor, as far as we can see, for the/Government to achieve its own.

4.9.10 Itis not only RUC but the entire transport funding.and investment model that requires review
today, and AT welcomes the opportunity‘to=work with ‘the/Ministry in reimaging a system
which delivers equitable transport outcomes*for Auckland and New Zealand.

5 Principles of an efficientrand effective funding and investment
model

5.1 Based on Auckland’s experience, ‘AT has/identified five transport funding and investment
principles which we consider.are’necessary to inform a new model, along with suggested and
preferred mechanisms 16 achieve the principles.

5.2 Principle 1: Theoverall system is sustainable

5.2.1 The new transport funding andrinvestment system must be economically, socially, culturally
and environmentally sustainable.

5.2.2 The new system_must+provide sufficient revenue to achieve the objectives of the system.
Whether those,ebjectives are narrowed to focus on users and beneficiaries, or broadened to
focus on locallandinational outcomes, there must be sufficient resourcing, including tools to
obtain res@ureing, built into the model.

5.2.3 The néw, system must support the transition to a competitive, productive and low carbon
econQmy.

5.2.4 The_new system must meet the needs of users (vehicular, pedestrian, cycling, bus, train,
ferry, freight), be they residents or businesses of towns, cities or rural districts.

5.2.5 The new system must unlock sufficient development capacity to support competition in land
and development markets and affordable housing.

5.2.6 The new system must support a safe land transport system where the risk of harm is
minimised.

5.2.7 The new system must meet the needs of all communities, including Maori. Different
communities have different travel needs and expectations and these must be capable of
being satisfied with new arrangements.
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5.2.8 The new system must address environmental issues. The ability for travel needs to be met
without compromising the climate, freshwater quality, or biodiversity is an essential
component of a future system.

5.2.9 The new system must be capable of aligning with resource management reforms, including
funding and implementing agreed regional spatial strategies.

5.2.10 The new system must meet the needs of all New Zealanders now and into the future.
5.3 Principle 2: Beneficiaries pay for benefits and users pay for costs

5.3.1 For a new system to provide the revenue needed to meet objectives, price signals must be
efficient and targeted at the beneficiaries of investment and the generators of costs.

5.3.2 If price signals are weak, or not targeted at beneficiaries, then demand for investment/will
exceed available resourcing.

5.3.3 If activities creating costs are not required to meet those costs,then, demand will be inflated
and environmental and other impacts will increase.

5.3.4 The more targeted charges, fees, taxes and duties can be, the moreéfficiently prices can be
set at the level at which demand for services equalsSupply of serviees,and remediation of
effects.

5.3.5 Forthis reason, AT does not support, at this timey,the inhcorporation of externalities into RUC.

5.3.6 RUC is an efficient, targeted cost recovery mechanism for read damage. Other mechanisms
are more efficient and more targeted to achieving corigestion and carbon objectives.

5.3.7 RUC supported by congestion charging,is in our view'much more likely to achieve congestion
objectives in the near term. Auckland modelling threugh the “Congestion Question” initiative
shows that a dynamically priced network, respensive to traffic demand by corridor and time
of day, will send targeted price signals to,users, delivering benefits to those who pay in the
form of a faster, more reliable.journey.

5.3.8 In time, there may be‘opportunities tojimplement a comprehensive national road pricing
system combining RUC {congestion‘eharging and other mechanisms. But we would not like
to see opportunitiesto address'congestion in the near term deferred in pursuit of an uncertain
timeframe for more complex‘solutions.

5.3.9 Likewise with<eptissions, a more effective mechanism would target vehicles which emit
carbon (and-ereate other environmental effects), rather than vehicles generally. Some form
of surcharge at the\point of fuel purchase, combined with a RUC mechanism geared to
network upkeepy willshelp establish an efficient price signal to users which facilitates the
transition to Jower carbon vehicles.

5.3.10 RUC exemptions should not be the mechanism to promote greater uptake of low emission
(including zero exhaust emissions) vehicles including buses used in public transport. More
apprepriate funding mechanisms should be developed to support public transport authorities
funding the transition to zero emission (at tailpipe) bus fleets and implementation of
necessary charging infrastructure to achieve the Government's 2035 Mandate to
decarbonise bus public transport in New Zealand.

5.3.11 With an updated RUC, road pricing, and carbon surcharge, users of the road network should
recover the full costs of operating, maintaining and renewing the road network. The remaining
gap in New Zealand’s transport funding and investment system will then concern transport
system improvements and the operation of services providing public benefits, most notably
public transport services.

5.3.12 A reformed funding and investment system must be capable of borrowing against transport
assets and future revenue, and off local authority and core Crown balance sheets.
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5.3.13 The ability to debt finance capital improvements reduces the incentive of users today to
oppose investments which deliver benefits tomorrow.

5.3.14 Project and programme finance will enable the upfront costs of capital improvements to be
linked to beneficiaries.

5.3.15 Beneficiaries of transport investment include: users who improve from new or improved levels
of service; property owners who benefit from improved levels of access; businesses that
enjoy wider access to labour and markets; local authorities that expand rating bases or
reduce other costs; and central government, through broader economic uplift, increased tax
revenue, and lower social costs.

5.3.16 Active mode and public transport investment can deliver high levels of public amenity, with
benefits materialising as, among other things, property value improvement, reduced’genéral
traffic demand, agglomeration efficiencies and other value. All sources of valde'ishoeuld be
leveraged to fund, finance and operate services with low user charge revenug,

5.3.17 Road improvements can unlock developable land, providefarravel timé savings, improve
safety and increase access to employment and other epportunities-ameng other things.
Tolls, road pricing and other user charges can support.development contributions and other
existing mechanisms to link benefits to projects, soufceffinance and,deliver new services.

5.4 Principle 3: Investment is managed independently

5.4.1 Critical to enabling efficient and effective long term transpert investment is depoliticising
investment decisions.

5.4.2 How that will be done remains the, subject of#work“inside AT, Auckland Council and
Government, among others, but what we-ebserve.is that as long as local and central taxation
revenue is relied upon for investmentyprioritisation, politicisation of transport will remain.

5.4.3 Major strategic investments;_including.for~example an additional Waitemata Harbour
Crossing, will always require-political degision making. But more general decisions around
network operations, maintenance, rénewals and improvement can be made on the basis of
agreed standards fopasset management and alignment with strategic direction.

5.4.4 Hypothecation of transport revenue tied to user and beneficiary revenue, and overseen by
arms-length asset and inyvestment management, will reduce the risk of deferred asset
maintenancé\and misaligned\project selection, procurement and sequencing.

5.4.5 Strengthepéd=political participation, both local and central, in strategic direction-setting and
planning, enabled through reforms to the resource management system, will align the
strengths of democtatic decision making with technical activities.

5.5 Principle 4:,Thessystem is responsive to change

5.5.1 Notingsajor reforms to resource management, the three waters and urban planning, as well
as rapid‘technological progress across the transport sector, a new funding and investment
system will need to be flexible enough to respond to changing demands and new trends.

5.5.2 The system will need to support innovation. Automation, electrification, digitisation and other
advancements will rapidly evolve over the term of New Zealand’s next transport funding and
investment system.

5.5.3 The system will need to support demographic change. The kinds of services demanded today
may not be the kind of services demanded as populations age and evolve.

5.5.4 The system will need to adapt to the effects of climate change, including managed retreat
and increased interruptions to services.
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5.5.5 How a new approach ensures sufficient revenue is provided in a context of declining vehicle
km travelled will be particularly important. As FED in particular reduces, so will the pool of
funds available to support all modes.

5.6 Principle 5: No one is excluded from being a beneficiary due to cost

5.6.1 Finally, whatever funding and investment model is developed, it will need to deliver a safe,
affordable transport system that ensures all New Zealanders can access essential services.

5.6.2 Only some travel is discretionary. Most remains essential to the wellbeing of residents,
communities and businesses. Employment, education, healthcare, food supply, and other
essential activities are all heavily dependent upon the transport system

5.6.3 An appropriately incentivised system, providing sufficient revenue to ensure serviees meet
the needs of most, will not necessarily provide for the needs of all.

5.6.4 All Aucklanders must be able to access employment, educationand critical [services. They
must be able to participate in society and connect across their community.

5.6.5 However, rather than compromise the efficiency of pricingsignals and.the principle that users
and beneficiaries should pay for transport services, AJ.considers that sacial support should
considered in place of a lower-cost, lower performing,transport systen:

6 Conclusion

6.1 AT congratulates the Ministry on initiating a review of RUC in‘response to changing technologies,
strategic direction and other factors.

6.2 However, we do not consider that substantive decisionsyregarding RUC alone are appropriate
given the unsustainability of New Zealand’s existing\transport funding and investment system.

6.3 A full review of that system needssto,be acceleratedwith urgency, and considerations, including
how to incorporate externalities.and electrie’Vehicles into a new system, should be made in the
context of the wider system ofifuniding, financing and investing in New Zealand transport.

6.4 A well-incentivised system, where users cover the full costs of their services and where
beneficiaries (of whichdusérsiare ane)/Cover the costs of improvements will be well-positioned to
respond to future challengés and. opportunities.

6.5 AT welcomes the apportunity toxengage with the Ministry on development of a new funding and
investment systeme
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7 Technical responses to the discussion document

Q8. What are the advantages and disadvantages involved in changing the purpose of the
RUC Act so that climate policy generally, or greenhouse gas emissions specifically, can be
considered when setting RUC rates?

The reduction of GHG emissions can be promoted, amongst other means, by modal shift from cars
to PT and active modes. Transition to zero emissions buses (ZEB) delivers greater benefits through
modal shift by reducing carbon emissions and air quality improvements in urban areas.

In the absence of other incentives to promote uptake of ZEBs outside of RUC exemptions;idifferent
incentives for introducing ZEBs need to be developed. The RUC system was used te-incentivise
transition to low emission buses (zero emissions at tailpipe) to encourage. the’private seetor to invest
in the electric fleet and realise operational costs benefits to offsét the highericapital investment
required to purchase e-fleets and provide the enabling charging infrastructure. The trials of electric
buses in Auckland demonstrated that the RUC exemption for heavy electric bus vehicles supported
the initial deployment of zero emission buses and reduced the barriersfor early adoption of new
technology fleets for bus public transport contracts.

Q9. What advantages and disadvantages would.there be. ifithere was an explicit requirement
to consider RUC exemptions as part of the development of,thie Government Policy
Statement on land transport?

The advantage of RUC exemptions for urban e-buses,is that it supports faster, earlier transition to
ZEBs and lower cost to deliver PT serviCes: It could also support achieving the Government’s 2035
Mandate to decarbonise bus PT il mere‘affordable=way for Public Transport Authorities (PTA) within
available funding. Case Study d¢~demaonstrates the benefits if cost of enabling charging infrastructure
is excluded. This shows that the benefits could be eroded if the additional funding was required to
renew pavements for some s0ads as per new research on this issue referred further below:
Case Study 1

Cost of bus PT contract for AT with RUC Cost of bus PT contract for AT with RUC exemption
(Excluding costs of'eharging ‘infrastructure) (Excluding costs of charging infrastructure)
Fuel / Energy cost Diesel EV Fuel / Energy cost Diesel EV
3/litre / 126 $/litre 126
litres/km 0.42 litres/km 0.42
AdBlue cost 1,744.87 AdBlue cost 1,744.87
$/kWh 0.21 5/kWh 021
KWh/km 117 kWh/km 117
RUCS 0.30 0.30 RUCS 0.30
Total cost $ 7055157 §  45565.28 Total cost 5 7055157 5 20,638.57
Total Km 83,089.04 83,089.04 Total Km 83,085.04 83,085.04
085 .05 08
0.30
Premium for e-bus costs p.a. 59% Premium for e-bus costs p.a. 59%
Impact on operating costs per kr -14%, Impact on operating costs per km -27%
Impact on PT Contract costs in % 1% Impact on PT Contract costs in % -5%
Outcome: 1% increase in PT costs Outcome: 5% reduction in PT costs
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However, when considering the increasing costs of civil works, high voltage connections to bus depot
and charging equipment for large scale deployments, the current funding mechanism to incentivise
uptake of ZEBs is not sufficient.

Case Study 2 demonstrates the increasing costs for full transition to ZEBs fleet when the premium
charging infrastructure is included. It suggests other funding mechanisms and /or delivery models
may be more appropriate to enable provision of bus charging infrastructure to support transition to
zero emissions public transport while maintaining competition for bus services contracts and
reducing barriers to entry for new bus operators and opportunity to achieve better value for money.

Case Study 2 - % increase in contract cost for full transition to ZEBs in Auckland

TRANSITIONAL FLEET VS DIESEL FLEET TOTAL COST (%%,0gtion F
10% R S S S S S S S S S S N

25%.2.7% gy o
T T 7 din R TRIC A N S
VD e O-E706%:

TOTAL COST (%)
&

0
YEAR 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2082 2038 2034 2035™2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Based on 2019-20 data for accelarated transition apgeoved By AT, Beard subject to funding.

Disadvantages are that the bus manufactarers may slow their efforts to reduce the impact of buses
on road pavements by reducing their investment in.R&D,and new innovative technology. Better axle
design and spacing for buses, along Withsreducéd gross weight can significantly reduce the impact
of electric buses on road pavements, while.continuing to deliver the efficiency and environmental
benefits. AT have published same.iew research on this issue.

Q11. How should the/RUC rates be set for vehicles that could use more than one fuel and
these fuels hadddifferent greenhouse gas emissions?

For light vehicle the RUGs ceuld be set at different levels in a tier system with:

o Low rates for, pure’battery electric or hydrogen fuel cell electric
e Low-Medium rates for plug-n hybrids

o Medium,for hybrids

e High rates for fossil fuels

However, as stated in Principle 2: Incentivisation, a new system is required to incentivise the
transition to lower carbon vehicles.

Q23. How would making eRUC mandatory affect your business?

Increased operational costs increase due to e-RUC purchasing and running/licensing costs
increasing costs of bus service and construction contracts.
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Reducing costs by not paying distance travelled within private road / yards /depots for bus operators
may not be passed on to AT in bus service and construction contracts

Q29. According to what criteria should partial RUC rates be determined?

Vehicles weight, fuel type, and public transport (as it contributes to reducing emissions and
supports) modal shift. However, as stated in Principle 2: Incentivisation, new system is required to
incentivise the transition to lower carbon vehicles.

Q31. What are the advantages and disadvantages of enabling partialRUC rates to_help
transition exempted vehicles to full RUC rates?

It would minimise impact on operating costs and enable smootherdransition between contracts (i.e.
PT services, or freight) for a period of time while the new system is required to incentivise the
transition to lower carbon vehicles is developed.

Q32. What are the advantages and disadvantages,of/the heavy EV exemption being
extended for more than five years?

More affordable transition to zero emission buses, mere fleet choices available on the market
reducing purchase price and affordability,for future uSers:

Disadvantages, as for buses, are=thatnhnovation “to reduce the impact of heavy EVs on road
pavements will not be rewarded.

However as stated in Pringiple 2; Incentivisation, a new system is required to incentivise the
transition to lower carban vehicles.

Q33. How would extending the end date be effective in encouraging the uptake of heavy
EVs?

It would increase the affordability of electric buses and trucks until price parity with conventional
vehicles is achieved hut would not provide revenue to maintain greater wear of road surfaces.
However, as stated inPrinciple 2: Incentivisation, new system is required to incentivise the
transition to lowercarbon vehicles.

Q34. Shouldthe current exemption be extended to 31 March 2030 to encourage the uptake
of heavy electric vehicles? Would an alternative date be better and why?

The current exemption should be extended to 2035 for buses to align with the Government’s 2035
Mandate to decarbonise bus PT. This would mean that EV buses would be at half their permitted
maximum age (20 years as defined by Waka Kotahi RUB) before their operating costs would
increase. This would reduce the overall PT service contracts costs with most fleet used on future PT
contracts would be already significantly depreciated reducing the Peak Vehicle Requirement (PVR)
component of the PT contracts balanced with the higher operating costs for in-service kilometres.
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However, as stated in Principle 2: Incentivisation, a new system is required to incentivise the
transition to lower carbon vehicles and fund additional costs of decarbonising public transport.

Q67. What are the advantages and disadvantages of our proposed approach to classifying
vehicles with eight axle combinations?

Better axle design and spacing can make a bigger difference than reduced gross weight in
managing the impact of heavy vehicles on road pavements. AT have published some new
research on this issue looking at electric buses, but the key findings are relevant to any heavy
vehicle.

The proposed changes to eight axle vehicles are too specific to make adot,of difference-tojthe
choices being made by those who design, or invest in trucks. The following/diagram was used in
2020 to argue that some trucks are paying more in road user charges‘than the/damage they cause
to roads — this issue is covered by other points in this submission.

Relevant to the issue of axle configurations however is the’sighificant difference that an extra set of
axle makes to the road damage that a vehicle or trailer.imposes. Thisiis an area where the RUC
system could reward innovation and influence investment\choices.towards options that have a
reduced impact on our road network maintenance-costs:

The proposed changes to eight axle vehicles address this issue, but not in a holistic way that
encourages such innovation.
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Figure 31: Comparison of Road User Charge (RUC) recovery rate of road costs for common vehicie fypes.
Note traller typas are shown In thelr typical combination configuration.

Car
£ (less than 3.5 ) 9

3 axle truck

(12t01818) 120 czgl/
4 axle truck Q\@

(all weights) 125 &

vehicle that is part 122
of combination with
at least 9 axles

4 axle Towing
vehicle that is part 130

*% Ministry of Transpart, Regslatory Impact Statement for the 2020 lacreasa In RUCs, Appendax. (Vebick type pictures asd defiaitons have been
simplified by ¥anspecting New Zealand)
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AT would welcome the opportunity to engage further with the Ministry on this topic.

AT thanks the Ministry for this opportunity to submit.
For further information, please contact:

Hamish Glenn | Head of Transport Policy

Planning and Investment | Auckland Transport Transport o

An Auckland Council Organisation
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Introduction

The Auckland Business Forum appreciates the opportunity to provide feedback on Driving Change:
Reviewing the Road User Charges System.

The Auckland Business Forum is a groupf Auckland-based business organisations formed to
advocate for greater urgency aroundsthe planning and delivery of the Auckland transport
programme. The group was formed out,6f concern for a long-running decline in the standard of
Auckland’s transport infrastructure, and thesstbsequent impact on productivity and quality of life.
The Auckland Business Forum’s/mémbership incorporates broad-based user and industry
perspectives on transportissues, and« Wealth of experience of the Road User Charges (RUC) system.
It consists of the following organisationsia number of whom have also made individual submissions
on this review):

e Auckland\Business,Chamber

e  Civil Contractors New Zealand

e Employers,and Manufacturers Association (Northern)

e National Road Carriers Association

o The NZ Automobile Association (Auckland District Council)
e (Ports'of Auckland Ltd

e \/ector Ltd

While we recognise that there are opportunities to simplify and streamline the RUC system, and we
support many of the initiatives in the discussion document that are designed with that objective in
mind, we strongly oppose any changes that would alter the underlying structure and purpose of
RUC. In particular, we oppose the notion of using RUC to recover more than the direct costs of road
maintenance and construction, which is the core proposition of the discussion document.
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Using the RUC Act to recover more than road costs

The RUC system has been a highly effective tool not just for generating revenue for building,
operating and maintaining the road network, but also for influencing the design of heavy vehicles, in
order to minimise deep road wear. Indeed, RUC has been the major heavy vehicle design tool in
New Zealand in recent decades, and has resulted in design features that are not found anywhere
else in the world.

Further, the RUC system is underpinned by a high degree of acceptance on the part of users. The
system for calculating charges is robust and transparent, and users see a direct benefit in return for
the costs that they bear. Hence, they consider it to be fair. As noted on page 24 of the discussion
document:

“Broadly, road users have accepted regular increases to RUC (and fueltaxes) as wellasithe
idea that heavier vehicles should pay more because they cause,mo’e damage to thewroads.
This consensus is in stark contrast to other jurisdictions where there can bé significant
protests and unrest when fuel taxes are raised, or where taxes have not been able to be
raised, often for decades.”

These elements, we believe, would be severely undermined/by,expanding RUC to incorporate other
costs and objectives. Doing so would deprive the tranSport/funding-system of the revenue needed to
maintain the road network (because it would leadito éxemptions, for Instance to encourage the
uptake of low-emissions vehicles); would weakemineentivesdo truck operators to configure their
vehicles in a way that minimises road wear; andwould erode the social licence that underpins the
system, because users would cease to se€ it as fair and,equitable.

It would continue a deeply concerningdrend overtecent years, whereby the transport funding
system has been opened up to covefan’increasing range of costs and objectives, the goals of which
are often only indirectly relatedte.tfanspo(t. Asa consequence, the system has lost much of its
equity and legitimacy, and leve's of serfice when it comes to the standard of the road network have
been eroded, because,resources have beéen spread too thinly.

Charging for externalities

On this basis, wé would n@tssupport any steps by the Government to expand RUC to cover
externalities. We wouldadd that road users already pay for externalities — through the ETS for
emissions and ACC for road safety — and that the additional costs that are proposed would therefore
amount to double-charging.

Notwithstahding these fundamental objections, we would expect to see a much stronger case put
forwardtojustify any move towards charging for externalities. The scale of the problem posed by
the externalities needs to be more clearly spelt out, as does the means by which charges would be
calculated. We struggle to see how a regime based on vehicle weight, dimensions and distance
could be used to charge for emissions, noise pollution, or any other indirect source of economic,
social or environmental harm.

One of the externalities identified in the consultation document is congestion. The correct place to
address the contribution that vehicles make to the cost of congestion is through a congestion pricing
system that applies to all vehicles on the network, not as an additional charge for eRUC users.

Auckland Business Forum | Submission on Driving Change: Reviewing the RUC System Page | 2



Mandating eRUC for heavy vehicles

There is obvious logic in bringing a greater proportion of the heavy vehicle fleet onto eRUC, but this
will not occur until there are eRUC solutions available that only offer the charging features of eRUC,
as opposed to the wider telematics offering (and that therefore make economic sense for owners of
smaller fleets). This, in turn, will require a greater range of potential eRUC providers to enter the
market.

This process would be assisted by removing the requirement to display a physical motor vehicle
licence label, as proposed in the discussion document, as eRUC providers would no longer have to
carry the cost of producing and distributing labels to eRUC users.

Extending the heavy EV RUC exemption

Consistent with our comments above, and our view that all users should CentribuUte in proportion to
the direct costs of their use, we would strongly oppose any extensiopofithe heavy/EV RUC
exemption. Incentives for the uptake of low- and zero-emissions trucks must net'come at the
expense of revenue needed to maintain the road network, and'must therefore'be funded from
elsewhere in the Crown accounts (as are initiatives such asthe Clean Car Discount). Our view is
reinforced by the fact that, as observed on page 35 of the diScussion document, there is no solid
evidence to suggest that RUC exemptions have been aicatalyst forthe‘increased uptake of EVs.

Concluding remarks

Given the predicted growth in the freighttask in the yearsahead, and the fact that road freight will
remain far and away the dominant freight made, the role played by RUC is more important than
ever. Any changes to the scheme must/Serve to enhanee — and not undermine — its efficiency and
effectiveness, particularly when it comes to RUC s‘eere purpose of covering the direct costs of
building and maintaining the read network

Yours sincerely,
s 9(2)(a)

Michael Barnett
Chair, Auckland/Business Forum
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CONSULTATION ON DRIVING CHANGE: REVIEWING THE ROAD USER

1.0

1.1

1.2

1.3

1.4

1.5

CHARGES (RUC) SYSTEM
SUBMISSION BY BUSINESSNZ!

EXECUTIVE SUMMARY

BusinessNZ welcomes the opportunity to comment on Consulting on Driving
Change: Reviewing the Road User Charges System’’ (the Consultation
Document).

The Consultation Document’s key topics include how:

e RUC might be used to charge for greenhouse gas emissions and
other factors beyond damage to the roads’(such asinoise pollution
and congestion)

e Light Electric Vehicle (EV) owners™@an transition into paying RUCs
when the EV exemption ends/n March 2024;/and

e The RUC’s compliance regimedan be improved.

Given the diversity of BusinessNZ membership, some members and sectors will
have specific issues they wish,to comment-on in more detail. Therefore, we
have encouraged individual'members and sector representatives to make their
own submissions raisingtissues spegcific to their areas of interest.

While the Cofisdltation ,Document addresses several matters of concern,
BusinessNZ‘s commentsis_largely restricted to one of the document’s central
themes <hew, RUCs might be used to charge for greenhouse gas emissions and
to factors (éxternalities) beyond road damage, for example, noise, pollution,
accidents, and congéstion.

BusingssNZ is seriously concerned about the use of RUCs as a de facto
mecChanism for achieving Government objectives, such as promoting greater
Use of EVs to lower greenhouse gas emissions. The net impact is likely to be
less money available for spending on roads as different transport modes are
cross-subsidised by petrol- and diesel-powered vehicles. Second, many so-
called externalities associated with on-road transport - greenhouse gas
emissions and accidents for example - are respectively already covered by the
Emissions Trading Scheme (ETS) and by accident compensation (funded by the

" Background information on BusinessNZ is attached as Appendix 2.



1.6

1.7

1.8

1.9

Motor Vehicle Account via petrol levies, Motor Vehicle Registration levies and
vehicle insurance levies).

There have already been recent media reports of a $350 million shortfall in
National Land Transport revenue arising from COVID-related public health
measures and their impacts on both fuel consumption (affecting Fuel Excise
Duty (FED) revenue) and ability to travel (affecting RUC revenue). While this
may prove less of an issue over time, it is a factor that does put at risk the
future of some projects under the National Land transport Programme.

BusinessNZ remains mystified that the Consultation Document starts, off lauding
RUC as "world-leading as a distance and weight-based\charge for ‘both diesel
and heavy vehicles” before then suggesting that“RUC be“fundamentally
changed to a less effective behaviour change catalyst that_can somehow
recover the costs of damage to roads while alsg_addressing-other issues with
little relation to distance travelled or vehiclé weight.

It is noted that the Government has.provided a Significant subsidy to buyers of
new EVs (just under $9,000) to encourage EV takeé-up. While not commenting
specifically on the merits or otherwise_of “that policy decision (although
BusinessNZ has commented in\recent submissions that the ETS should be the
primary means of encodraging emissions reduction), at least the costs of
making the decision are tranSparentand can be analysed alongside other areas
of government expenditure.

It is also noted that last-year’s Budget (May 2021) established that from this
year, any,pfoceeds from the ETS will be hypothecated to emissions reductions:
the CGlimate” Change Minister James Shaw estimated that recycling of ETS
revenues could'amount to more than $3 billion of investment over the next five
years to help“meet emissions reductions goals. Again, if the Government is
determined to subsidise low carbon emission fuels or technologies, then this
ETS fund 'would seem more appropriate (like general taxation) to fund these
initiatives, without using the RUC mechanism which is targeted specifically at
the ‘cost of vehicle wear and tear on the roading network.



RECOMMENDATIONS

BusinessNZ recommends that:

As greenhouse gas emissions are already covered under the ETS,
there is no justification for imposing additional costs on existing road
users to promote the greater use of non-petrol or diesel-fuelled
vehicles (such as EVs). This is explicitly acknowledged in the
Consultation Document "/Greenhouse gas emissions] are already
addressed through the ETS which is included in the price of all
transport fuels so accounting for them in RUC rates would duplicate
costs” (p.25).

BusinessNZ recommends that:

When it comes to meeting our domestic and international obligations
to reach net zero carbon emissions by,2050, the focus should be on:

¢ Net emissions and not gross.emissions

e The ETS as the sole tool\except' where it can be clearly
demonstrated that furtheriinterventions will have net benefits

e Supporting policies that are outcome-focused and technology-
agnostic

e Avoiding bans and interventions which typically increase cost
for no gain given.the ETS cap

e Lowest cost abatement,\as cost is important to the wellbeing
and livelihood of New Zealand families and businesses.

BusinessNZ recommends that:

If, after a-thorough review of the RUC system, in the Government'’s
opinion there is a sound public policy reason for the continued cross-
subsidisation of any new or existing road users e.g., EV owners
(although no obvious reason occurs to BusinessNZ), the nature of the
subsidisation should be made transparent, and funding provided from
general taxation. The funding will then show clearly in the
government accounts, allowing the quality of the expenditure to be
judged alongside all other areas of government expenditure.



BusinessNZ recommends that:

As greenhouse gas emissions from on-road activity are covered under
the ETS, and the impacts of other on-road activity, including noise,
pollution etc, are covered by RMA, additional mechanisms to minimise
environmental effects are unnecessary and should not be introduced.
Rigorous and specific requirements are already imposed on roading
infrastructure and any additional requirements would potentially
damage New Zealand’s ability to build much-needed infrastructure.

BusinessNZ recommends that:

Neither an RUC system nor any other mechanism should impose costs
in addition to those currently associated with on-road-accidents and
injuries. Given the ACC scheme (via the ACC Motor Vehicle Account)
currently fully funds road injury costs(there is no_justification for
imposing further costs. Even then,.the Motor{ Vehicle Account
includes significant cross-subsidisation of road_users; motor vehicle
owners continue to pay a disproportionate’share of the costs arising
from motorcycle accidents, while-users of\.other modes of transport
(such as cyclists) pay nothing towards road accident costs.

BusinessNZ recommends that:

Despite the economic merits of congestion charging as a concept, it
is extremely unlikely that.it-could be satisfactorily included in an RUC
system since‘congestion is generally relatively site-specific, and
perhaps/more’importantly, time-specific. Consequently, a flat RUC
system across the country would not, for example, be appropriate.
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DISCUSSION

Land transport funding in New Zealand ensures that funds generated through
fuel excise duty, road user charges and motor vehicle licensing fees are
progressively retained for land transport initiatives i.e. are effectively
hypothecated taxes. The underlying theme is the importance of retaining
competitive neutrality between the different modes of transport.

BusinessNZ accepts demand management tools such as congestion pricing and
tolls will in some cases be both necessary and desirable but considers,it is
important to understand clearly the rationale for their use. The RUC system is
not an appropriate mechanism for dealing with many of the so-called-"costs”
the Consultation Paper identifies, as these are adequately.covered by levies and
taxes already in place.

The current RUC system has been world-leading for a number of decades with
a clear objective of internalising the costs-associatedswith using different vehicle
types (weight/length etc.) sheeted home to theslsers. of the roading network.
The system therefore has a clearly."defined, @bjective and undermining that
objective by adding on various, other charges ‘would seriously damage the
system’s integrity. Notwithstanding; it is €ntirely appropriate to review the RUC
system from time to time te take account,of the different modes of transport
using the roading networK, €ensuring. the costs imposed on the network are
adequately considered. (for'example;<from the greater use of EVs).

As a general pringiple, individuals and companies should bear the full cost of
their behaviour/(i.e. «€o0sts should be internalised) as there will be an over-
consumption/of resources if costs can be shifted on to third parties. If rational
decisionis are to.be'made about motor vehicle use, those involved should ideally
bear the costs” (and receive the benefits) associated with specific
options/outcomes.

Imposing costs over and above those which individuals and firms ought to bear
will, result in a misallocation of resources. Costs will rise and individuals will
either pay higher prices for goods and services than they otherwise would, or
the choice of goods and services available will be inhibited. With roading, if
road users do not pay their fair share of the costs imposed on the roading
network, the result is likely to be less revenue for crucial roading infrastructure.

There have already been recent media reports of a $350 million shortfall in
National Land Transport revenue arising from COVID-related public health
measures and their impacts on fuel consumption (affecting Fuel Excise Duty
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(FED) revenue) and ability to travel (affecting RUC revenue). While this may
prove less of an issue over time, it is currently a factor that poses risk to a
number of projects under the National Land Transport Programme.

BusinessNZ notes the Consultation Document outlines some important risks
arising from changing the purpose of RUCs (p.24-26) which we strongly agree
with. These risks include:

e A lack of information on how important the existing RUC exemptions
have been in promoting EV uptake, or on the effect exemptions or
discounts would have in supporting the uptake of other low-carbon fuels

e RUC exemptions and reduced RUC rates undermining the key principlée
of the RUC system; that vehicle owners should pay for the use.\of v6ads
including pavement damage. Exemptions and“\rate/reductions ‘would
reduce incentives to choose vehicle combinations that mihimise damage
to the road network

e Discounts or exemptions undermining.the principle of the RUC system
referred to above: that vehicle ownérstshould pay/for their road use.
Discounts and exemptions would ‘likely lead\to ‘a decline in funds
available for building and maintaining transport infrastructure (given the
additional costs on other road-users to offset the expected revenue loss).
The probable result would\be defetred;, or at a minimum delayed,
investment in transport infrastructure

e Duplication of costséas greenhouse’gas emissions are already covered
under the ETS. {/Greenhouse.gas emissions of fuels] .... are already
addressed throtglhthe ETS which is included in the price of all transport
fuels so accounting forsthem.in RUC rates would duplicate costs.”

Modes ofAransport are changing in NZ as in other countries. It is, for example,
understeod that there are around 30,000 EVs registered here, and while still a
minusetle propertion/of the cars on road (likely to be only around 1 percent of
on-road vehieles), this number is increasing all the time in step with changing
consumer(habits, as can be seen from the table below.
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EV fleet size
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Given the above, it is important that users of the reading network reflect the
costs associated with the different modes of transport, particularly those that
do not require registration, or use petrol/dieselfor are not covered through the
current RUC system. RUCs and other funds/frem some road users are already
used to fund potentially questionable projects which,are of little or no benefit
to those currently paying for roading.costs.

Greenhouse gases

BusinessNZ is seriously*coneerned at the use of RUCs as a de facto mechanism
for achieving government objectives such as promoting greater use of EVs to
lower greenhouse 'gas emissions, The net impact is likely to be less money
available for ‘spénding on¢roads as different transport modes are cross-
subsidised, by, petrol- and-diesel-powered vehicles. And many of the so-called
externalities associated, ‘with on road transport, such as greenhouse gas
emissions_ afe alréady covered through mechanisms, such as the ETS.

Provided emissions are adequately covered by the ETS, authorities should be
agnostic as, to which specific projects (or transport modes) are supported.

BusinessNZ considers that if government decides, for some rigorously
determined public policy reason (although BusinessNZ cannot think of one),
that specific road users e.g. EVs or any other road users should be subsidised
by other motor vehicle owners, the subsidy should be transparent, funded out
of general taxation and explicitly recognised in the government accounts, as is
currently government (taxpayer-funded) assistance to low income earners and
the elderly (via NZ Superannuation payments) etc. This is consistent with
BusinessNZ’s submission on the ACC Levy Review 2022-24 in respect to the
ACC Motor Vehicle Account’s current subsidisation of motorcyclists.
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It is noted that the Government has provided a significant subsidy to buyers of
new EVs (just under $9,000) to encourage EV take-up. While not commenting
specifically on the merits or otherwise of that policy decision (although
BusinessNZ has commented in recent submissions that the ETS should be the
primary means of encouraging emissions reduction), at least the costs of
making the decision are transparent and can be analysed alongside other areas
of government expenditure.?

It is also noted that in last years Budget (May 2021) that from this year; any.
proceeds from the ETS will be hypothecated to emissions, reductions with the
Climate Change Minister James Shaw estimating that recycling of ETS revenues
could amount to more than $3 billion of investment oventhée next fivewears to
help meet emissions reductions goals. Again, if the.Governmentis determined
to subsidise particular vehicle types, then this ETSwfund would seem more
appropriate (like general taxation) to fund thése.initiatives, ‘without using the
RUC mechanism which is targeted specifically at the cost(of vehicle wear and
tear on the roading network.

Irrespective of government’s explicit decision, to'subsidise the take up of EVs,
BusinessNZ is strongly of the view thatlit.is inappropriate for vehicles with
similar risk profiles not to“be /charged\levy rates in accordance with those
charged to all other road uSers.

BusinéssNZ recommends that:

As greenhouse gas _emissions are already covered under the ETS,
there.is no justification for imposing additional costs on existing road
users./to~promotethe greater use of non-petrol or diesel-fuelled
vehicles (such” as EVs). This is explicitly acknowledged in the
Consultation Document "/Greenhouse gas emissions] .... are already
addressed-through the ETS which is included in the price of all
transport fuels so accounting for them in RUC rates would duplicate
costs” (p.25).

2 See for example, BusinessNZ Submission to the Environment Select Committee on the Natural and Built Environments Bill

(August 2021).

“Provided emissions are adequately covered by the ETS, authorities should be agnostic as to which specific projects
should be supported. Therefore, when it comes to meeting domestic and international obligations to reach net zero
carbon emissions by 2050, we consider the focus should be on:

Net emissions and not gross emissions

The ETS as the sole tool except where it can be clearly demonstrated that further interventions
will have net benefits

Any supporting policies as outcome-focused and technology agnostic

Avoiding bans and interventions as typically these increase cost for no gain, given the ETS cap
The importance of lowest cost abatement as cost matters to the wellbeing and livelihood of New
Zealand families and businesses.”

mA W NN



2.16

2.17

BusinessNZ recommends that:

When it comes to meeting our domestic and international obligations
to reach net zero carbon emissions by 2050, the focus should be on:

e Net emissions and not gross emissions

e The ETS as the sole tool except where it can be clearly
demonstrated that further interventions will have net benefits

e Any supporting policies should be outcome focused and
technology agnostic

e Bans and interventions should be avoided as typically they
increase cost for no gain given the ETS cap

e The importance of lowest cost abatement as.cost matters to the
wellbeing and livelihood of New_{Zealand “families and
businesses.

BusinessNZ recommends that:

If, after a thorough review .0of “the RUC"‘system, in government’s
opinion there is a sound public policy feason for the continued cross-
subsidisation of any new, or-existing _road users e.g., EV owners
(although no obvious reason occurs.to BusinessNZ), the nature of the
subsidisation should be'made transparent, and funding provided from
general taxation.(_The  funding- will then show clearly in the
government accounts, allowing the quality of the expenditure to be
judged alongside all other areas of government expenditure.

OtherPollution

In respect tospollttion, BusinessNZ is supportive of a range of mechanisms for
improving(the, pricing signals to consumers, households, businesses and road
users abeut.the true costs associated with pollution but notes that given the
nature of the roading network and levels of use in different parts of the country,
dealing with various forms of pollution and/or waste is complex and goes well
beyond simply saying “all pollution is bad and less pollution is better.”

ETS requirements notwithstanding, the impact of roading activity, including
noise, pollution etc must also go through a normal Resource Management Act
(RMA) process. This often means rigorous and specific requirements are
imposed on roading infrastructure with additional mechanisms to minimise
effects on the environment. Examples include rigorous consenting
requirements that led to significant delays in opening the Transmission Gully
highway out of Wellington.
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BusinessNZ recommends that:

As greenhouse gas emissions from on-road activity are covered under
the ETS, and the impacts of other on-road activity, including noise,
pollution etc, are covered by RMA, additional mechanisms to minimise
environmental effects are unnecessary and should not be introduced.
Rigorous and specific requirements are already imposed on roading
infrastructure and any additional requirements would potentially
damage New Zealand’s ability to build much-needed infrastructure.

Accident Costs

There is no justification for imposing additional cests via RUC or any other
mechanism on accidents and injuries on the road, given the“ACC\scheme (via
the ACC Motor Vehicle Account) currently fully-finds costs associated with road
injuries. Additional costs via RUC or any otherdmechanism/Would represent an
unjustified tax and would distort the true.cestsrassociated with accidents in NZ
as there is a specific requirement currént under ACC\law for the Motor Vehicle
Account (alongside the Work and Earners’Account) to be fully-funded.

BusinessNZ has continuing{ concerns about the significant degree of cross-
subsidisation in the Motorv/Vehicle. \Account, particularly in respect to
motorcyclists who, as™a_group, £ontinue to be heavily subsidised by motor
vehicle owners. Other modes oftransport, e.g., cycling, are not included within
the ACC levy framework while.other transport modes, e.g. EVs, which do not
pay petrol charges, are in\effect subsidised by other road users. Greater equity
in funding the Motor Véhiele Account is required for existing and potential road
users in view of an increasing move to new transport modes, including cycling
and g¢ther ‘means, of, transport not using petrol (or diesel), e.g., electric
scooters.3

BusinessNZ recommends that:

Neither the RUC system nor any other mechanism should impose
costs in addition to those currently associated with on-road accidents
and injuries. Given the ACC scheme (via the ACC Motor Vehicle
Account) currently fully-funds road injury costs there is no
justification for imposing further costs. Even then, the Motor Vehicle
Account includes significant cross-subsidisation of road users; motor
vehicle owners continue to pay a disproportionate share of the costs

See Appendix 1 for relevant section on the Motor Vehicle Account from BusinessNZ's Submission to ACC on the
2021 Levy Consultation: Proposed Levy Rates 2022-25 (October 2021)
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arising from motorcycle accidents, while users of other modes of
transport (such as cyclists) pay nothing towards road accident costs.

Congestion Pricing

Market economic theory, which encompasses the congestion pricing concept,
believes road users should be forced to pay for the negative externalities they
create making them conscious of the costs they impose upon each other when
consuming during peak demand. But congestion pricing is not, as such, a
mechanism that should necessarily be used to pay for new roads. This has
been one of the main concerns of road users and taxpayers around the world
about the use of congestion charging regimes. Moreover, despite the economic
merits of congestion charging as a concept, it is extremely difficult to kKnew how
it could be appropriately included within a RUC schemes, €ongestion‘charging
generally is relatively site specific, and perhaps maré importantly, time specific.
A flat road use congestion charge across the country would naot, therefore be
appropriate.

BusinessNZ recommends\that:

Despite the economic merits of congestion charging as a concept, it
is extremely unlikely that it could besatisfactorily included in the RUC
system since congestion is generally relatively site-specific, and
perhaps more importantly, time=specific. Consequently, a flat RUC
system across the country would.not be appropriate.



Appendix 1 - Relevant section from BusinessNZ’s Submission to ACC on
the proposed ACC levy rates to apply from 2022-24 (BusinessNZ October

2021)

“6.0 CROSS-SUBSIDISATION (IN RESPECT TO THE MOTOR VEHICLE
ACCOUNT)

6.1 BusinessNZ has continuing concerns about the significant degree of cross-
subsidisation in the Motor Vehicle Account, particularly in respect to
motorcyclists who, as a group, continue to be heavily subsidised by motor
vehicle owners, as noted in the consultation documents. Other modes of
transport, e.g., cycling, are not included within the ACC levy framework.whilé
other transport modes, e.g. Electric Vehicles are in effect subsidised by\other
road users given they do not pay petrol charges. Greatereguity in funding the
Motor Vehicle Account is required for existing and potential road users in view
of an increasing move to new transport modes, includingseycling and other
means of transport not using petrol (or diesel)"e.g., electric.scooters.

6.2 Modes of transport are changing in NZ.as in Other.ceuntries. It is, for example,
understood that there are around 30,000 Electric Vehicles registered in NZ, and
while still a minuscule portion of thescars on read-(likely to be only around 1
percent of on road vehicles), this,number is increasing all the time in step with
changing consumer habits, @scan be seernfrom the table below.

EV fleet size
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6.3  Given the above, it is important ACC premiums reflect the risks associated with
different modes of transport, particularly those that do not require registration
or use petrol/diesel.
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There have been moves over the past few years to reduce Motor Vehicle
Account cross-subsidisation but these have been tentative to say the least,
focusing mainly on removing some of the distortions within each vehicle class
(e.g., between small and large motorcycles) rather than dealing with motorists’
cross-subsidisation of motorcyclists per se. This process has effectively
continued during the current 2022-25 levy consultation round.

There will be motorcycle owners (and other road users, e.g., owners of EVSs)
who can readily afford to pay the risk-rated premium associated with motor
cycling, while there will be car owners who struggle to pay the ACC licensing
fee whether they be EV owners or not.

It is not clear from any research that BusinessNZ is aware of, that mptoreyclists
or owners of EVs, on average, have any more or less ability to pay than other
road users, or indeed professional rugby players, if\respect to'risk-based work
levies.

ACC, correctly in BusinessNZ’s opinion, \riSk-rates.activities in the Work
Account based on actual risk (not fault, as ACC is, a no-fault scheme). This
means a professional rugby player-will pay,significant ACC levies for ACC-
related claims, given the relatively~shigher #isk of injury to professional rugby
players compared with individuals”working in* less risky environments, e.g.,
office workers.

It has sometimes also been argued\that cross-subsidisation is justified because
the motorcyclist is\often not “at.fault” in an accident involving a motorcycle,
that Is, does not'cause the\accident.

In responsé, the fellowing should be noted:

o The~'ne fault” aspect of the scheme is simply government policy,
providing cover for all accidents regardless of fault, with injured persons
entitled to compensation without legal recourse.

e, ACC is attempting to recoup the costs of the scheme from those whose
costs are greatest (have the highest accident costs), irrespective of fault.

o Motorcycle riders (no external protection, no seatbelt, higher risk of not
being seen by motor vehicles when overtaking etc.) are more prone to
serious bodily injury than are people in cars. Injuries sustained by
motorcyclists are likely to be more extensive whether the collision
involves a motorcycle alone or is with another vehicle. Thus, regardless
of who is at fault, riding a motorcycle, on average, results in a higher
accident cost.
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While the levy applying to actual claims’ costs would be relatively high (relative
to current subsidised rates), BusinessNZ nevertheless considers rates should be
more progressively based on risk. However, it is acknowledged that it might
take several years to achieve true risk-based levies for motorcycle owners.

Individuals considered in need of taxpayer assistance (generally income-
related) receive support via various tax measures, including income support to
enable them to purchase essential goods and services.

If government decides, for some rigorously determined public policy reason
(although BusinessNZ cannot think of one), that motorcyclists, or any othérread
users (e.g., cyclists, Electric Vehicle owners etc) should bé subsidised byother
motor vehicle owners, the subsidy should be transparent, funded out'ef general
taxation and explicitly recognised in the governmentaccountsas is currently
government (taxpayer-funded) assistance to lowsjncome .earhers and the
elderly (via NZ Superannuation payments) eftc.

In respect to Electric Vehicles, it is noted that the Government has provided a
significant subsidy to buyers of new EVS, (just ufider $9,000) to encourage EV
take-up. While not commenting specifically on, the/merits or otherwise of that
policy decision (although BusinessNZ has’cemrented in recent submissions
that the Emissions Trading-Scheéme (ETS). should be the primary factor to
encourage emission reductions), at least the costs of making this decision are
transparent and can be/sanalysed\alongside other areas of government
expenditure.*

Irrespective of Government’s explicit decision to subsidise the take up of EVSs,
BusinessNZ is\strongly «@f\the view that it is inappropriate for vehicles with
similar risk profiles notto-be charged levy rates similar to those charged to all
other roaddisers. Again, if the Government sees fit to subsidise the use/uptake
of EVS then'this should be done in a transparent and open manner, rather than
other road userspaying for what will, over time, become a bigger accident cost,
given the expected continuing growth in EV use.

4 See forexample, BusinessNZ Submission to the Environment Select Committee on

the Natural ad Built Environments Bill (August 2021).
“Provided emissions are adequately covered by the ETS, authorities should be
agnostic as to which specific projects should be supported. Therefore, when it comes to

meeting domestic and international obligations to reach net zero carbon emissions by 2050, we consider the focus should
be on:

Net emissions and not gross emissions

The ETS as the sole tool except where it can be clearly demonstrated that further interventions
will have net benefits

Any supporting policies as outcome-focused and technology agnostic

Avoiding bans and interventions as typically these increase cost for no gain, given the ETS cap
The importance of lowest cost abatement as cost matters to the wellbeing and livelihood of New
Zealand families and businesses.”

mA W Nk



BusinessNZ recommends that:

1. A thorough investigation of Motor Vehicle Account funding be
carried out to enable associated costs to be more closely sheeted

home to claimants, based on risk, not vehicle type or transport
mode.

BusinessNZ recommends that:

2. If, after a thorough review of the Motor Vehicle Account, in, the
opinion of the ACC Board and the Government there is a-sound
public policy reason for the continued cross-subsidisation of
motorcyclists or any other new or existing road users ‘e.g., EV
owners (although no obvious reason ocaurs.to BusinessNZ), the
nature of the subsidisation be made transparent, and funding
provided from general taxation. The funding willthen show clearly
in the government accounts, allowing  the’  quality of the
expenditure to be judged alongside.all otherareas of government
expenditure.”



Appendix 2 - Background information on BusinessNZ

BusinessNZ )

GROWING PROSPERITY AND POTENTIAL

BusinessNZ is New Zealand'’s largest business advocacy body, representing:
e Regional business groups EMA, Business Central, Cahterbury Ermpleyers’

Chamber of Commerce, and Employers Otago Southlarid

Major Companies Group of New Zealand’s largest businesses

Gold Group of medium sized businesses

Affiliated Industries Group of national industry’associations

ExportNZ representing New Zealand exporting‘enterprises

ManufacturingNZ representing New Zealand manufacturing enterprises

Sustainable Business Council of enterprises leading sustainable business

practice

e BusinessNZ Energy Council of “enterprises Neading sustainable energy
production and use

e Buy NZ Made representing producers, retailers and consumers of New Zealand-
made goods

BusinessNZ is able to tap.into.the views“of over 76,000 employers and businesses,
ranging from the smallest' to the largest and reflecting the make-up of the New
Zealand economy.

In addition to adwocacy and.'services for enterprise, BusinessNZ contributes to
Government, _tripartite working parties and international bodies including the
International /Labour @rganisation (ILO), the International Organisation of
Employers (IOE) and\the Business and Industry Advisory Council (BIAC) to the
Organisation for Economic Cooperation and Development (OECD)


http://www.businessnz.org.nz/
https://www.ema.co.nz/Pages/Home.aspx
http://businesscentral.org.nz/
http://www.cecc.org.nz/
http://www.cecc.org.nz/
http://www.osea.org.nz/
http://www.businessnz.org.nz/about-us/mcg
http://www.businessnz.org.nz/about-us/gold-group
http://www.businessnz.org.nz/about-us/aig
http://www.exportnz.org.nz/
http://www.manufacturingnz.org.nz/
http://www.sbc.org.nz/
http://www.bec.org.nz/
http://www.buynz.org.nz/MainMenu
http://www.ilo.org/global/lang--en/index.htm
http://www.ioe-emp.org/
http://biac.org/

From:
Sent: Friday, 22 April 2022 3:38 pm
To: RUC Consultation 22 <RUCConsultation22@transport.govi.nz>
Cc:

Subject: CBT Submission on Driving Change: Reviewing the Road User Charges
System

Dear Sir/Madam
DRIVING CHANGE: REVIEWING THE ROAD USER CHARGES SYSTEM cél/
The Campaign for Better Transport Incorporated (CBT) wish (%forwa

comments in relation to the Driving Change: Rewewmg th
System discussion document.

The CBT agrees with government that the road ges is a world-
leading system for charging vehicles based on tan weight. We also
agree that it is time for a review and trust th o its utmost to
ensure that the fifty-year-old road user c ste e able to serve this
country for another fifty years. é

NN

We have a few brief comments t@ relav.lo the topic at hand.
Electric Vehicles @

The CBT is in favour of ke in the use of electric vehicles.
However, as with aI ehi es, W, e electric vehicles should pay their fair
share for the mal e an struction of the road network. Therefore, we
consider that e exe@ for electric cars from road user charges expires
on 31 Marc it should be gradually phased out over a period of several
years, wm@wlc c tually being subject to road user charges like any
other vehicle.* Thi Ip incentivise the switch to electric vehicles without
potentially starvi roading network of funding.

However, \% owledge a need to transition away from the use of fossil fuels to
inable fuels and the use of electric vehicles is one way of doing this. It
ion that any externalities resulting from the use of fossil fuels should be
n the price of the fossil fuel product and not included as part of road user
charges. Should the road user charge system be used to account for externalities
resulting from the use of fossil fuels, a complex system of exemptions would be
needed to ensure electric vehicles are not penalised — and this would be ripe for



error and be a bureaucratic nightmare. In addition, more fuel-efficient diesel
vehicles, which by their very nature would emit less carbon, would be as equally
penalised as fuel inefficient diesel vehicles.

Trucks

The CBT is aware of research from approximately 15 years ago which indicated

that trucks did not pay the full costs of damage they did to roads, and we suspect
this remains the case. We consider that the review of the road user charges

system should consider whether trucks are indeed paying the full costs of damage
they do to roads, and if not, moving toward increasing the road user charges paid

by trucks to ensure they do pay for the full costs of damage they do to the roadin
network. The roading network should be paid for by the users of the roading ?1/
network through fuel taxes, road user charges and similar levies and not by
taxpayers generally.

If you have any further queries, please contact me && \
af S i be pleased to e&m nt furthenif
requested. Q~ ?\
Kind regards Q@ :%

Wellington (Head Office)4 G Flogp, ens Wharf | PO Box 3175 | Wellington 6011 | NEW
ZEALAND | Tel: +64 4 |

MINISTRY OF TRANSPORT

Auckland | NZ Goife t Aucl icy Office | 45 Queen Street | PO Box 106238 | Auckland
City | Auckland | MEW ZEAL | Tel: +64 4 439 9000 |

Disclaimer: Thig email is yended to be read by the named recipient. It may contain information
which is confidential tary or the subject of legal privilege. If you are not the intended recipient
you must delete thig emjl nd may not use any information contained in it. Legal privilege is not

waived becaus \ e read this email.
Please ¢ ige environment before printing this email.
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1. INTRODUCTION
11 Civil Contractors New Zealand (CCNZ)welcomes this.opportunity to make a
submission on Ministry of Transport Road\User Charges,(RUC) consultation.

1.2 This is CCNZ's submission enthe discussion document titled Driving Change:
Reviewing the Road User Chargés/System.

1.3 Civil contractors pay, sigrificant road user charges but are also the primary
constructors involved in'building the physical works for NZ's roads, railways, cycleways and
other transport networks:sWhile road user charges are a significant cost for these
businesses, many alsesare funded from road user charges for transport construction.

ABOUT CCNZ AND ITSMEMBERS

1.4 Civil Contractors New Zealand (CCNZ) is the national representative body for civil
construction gontractors.

1.5 CCNZ members carry out the majority of the country’s civil infrastructure construction
and mainténance work. We estimate the civil construction sector carries out more than $12
billion of work annually and employs more than 40,000 workers. Typical employees range
from labourers to tradespeople to engineers.

1.6 CCNZ represents more than 460 civil construction contracting businesses, ranging
from large civil construction and infrastructure companies employing thousands of staff to
very small contractors and family businesses. It also represents more than 250 businesses

that supply equipment and services to contractors. The principal clients our members work
for are central and local government agencies.



SUBMISSIONS
2 General overview

2.1 CCNZ supports the need to review the Road User Charges system. The system must
be fit to fund our transport networks for the decades to come. A review to make sure we can
fund the improvements and maintenance the country needs over the long term makes
sense.

2.2 The benefits of well-constructed and maintained transport networks are improved
safety outcomes, a transport network that meets the country’s capacity needs, and
construction careers that provide meaningful employment for workers.

2.3 RUCs were originally designed to offset the wear and tear caused by vehicles, cove
road repair and maintenance costs along with offsetting new highway builds throughout/NZ

24 CCNZ supports the points made in the submission of BusineSsMNZ ,particularly.that
the nature of RUCs as a user-pays cost recovery system be maintained; rather than
changing the system to become a government mechanism fordransport behaviour control.

2.5 CCNZ considers RUCs are a good example of a user-pays funding_system. But the
system is currently overstretched after investment in maintenance has ot kept up with
where it should be.

2.6 All road user vehicles should contribute t0,RUC or Flel Exeise Duty that is
proportionately charged based on the weight of the vehicle and’'the potential damage/wear
and tear capabilities of that vehicle.

2.7 Of particular concern are recent funding shortfalls. The inadequacy of the current
system to meet funding needs is illustrated bydhe fact successive Governments have
needed to create the Roads of-Natiopal Sighificance programme and NZ Upgrade
Programme as side-pots of funding in orderto meet the country’s needs, as the current road
construction and maintenance-flinding system is not providing enough to develop and
maintain NZ’s roading netwarks to an adequate standard.

2.8 In additionsto thissand shori-term pressures from the pandemic and cost escalation,
the current funding’system is under increasing strain. Cost escalation, sustainability
initiatives and the inclusion, of rail and coastal shipping in the National Land Transport
Programme require contractors to do more with the same pool of funding.

2.9 Rather than asking what other activities should be funded through RUCs, we should
start by asking hewswe can create a lasting funding model that meets the needs of our
transport networks:

2.10 sIncreasing frequency of severe weather events also greatly increases damage to the
roading networks, and the need for measures to prevent damage (for instance seawalls and
stop banks), as well as funding for road repair following flood or storm damage.

3 Increasing strain on limited transport funding

3.1 CCNZ is aware the government is looking at alternate models, such as tolling specific
roads, not to cover construction costs, but rather for ongoing maintenance of it. Penlink, for
example, appears as though it could become a pay as you use road for some time to come,
which is a very different model to what we have seen used in NZ previously.



3.2 While different models are worth exploring, caution will be needed to ensure the right
balance of funding to achieve and maintain the outcomes our transport networks are set up
to deliver. Discounts and exemptions undermine this structure and will render the system
less capable of funding good transport and safety outcomes.

3.3 CCNZ understands the argument that alternate transport activities such as rail and
public transport can reduce congestion and wear and tear on the roads, however these
activities currently do not contribute income to the National Land Transport Fund.

3.4 CCNZ provides the view that if rail and coastal shipping are to be included under the
National Land Transport Fund (NLTF), they should have self-sustaining funding models that
also contribute to the NLTF through rail and coastal shipping user charges, rather than
funded from RUCs.

4 Use of RUCs to incentivise externalities

4.1 CCNZ opposes using the RUC system to incentivise or disincentivise‘types of vehicle
use or transport activity.

4.2 The discussion document suggests that Road User#Charges may-be used to
incentivise negative or positive emissions outputs.

4.3 CCNZ is concerned about the use of RUCs\as/a meghanism for achieving
Government objectives regarding intangible_behavioural eontrols not directly related to road
construction and maintenance. If measurablexdamagesis caused by some factors (i.e. runoff
or pollutants from vehicles cause damage te.the environment), this may be able to be
factored in. Intangible externalities and behavioural eontrols should be handled separately
from the RUC system.

4.4 Unless road user charges~are significantly raised, the impact of broadening the use
of RUCs for externalities intanyway is likely 1o be less money available for spending on
good transport networks"and the outComes‘they enable.

4.5 Many externalities that afe=eonsidered in the discussion paper are associated with
on-road transport -/greeénhousetgas emissions and accidents for example - are respectively
already covered bythe Emissions Trading Scheme (ETS) and by accident compensation
(funded by thel!Motor Vehicle Account via petrol levies, Motor Vehicle Registration levies
and vehicle insurance, leyies).

4.6 CCNZ recognises there is increasing public focus on greenhouse gas emissions, the
Government’§ efforts to mitigate climate change and recent global agreements such as the
Paris Agreement on Climate Change and Agenda 2030.

4.7 These factors have led to governmental action plans and reduction targets. But NZ
should b€ looking to build a self-sustaining transport system, or the safety and transport
needs of our communities will not be met.

4.8 CCNZ is concerned with the broad and non-specific nature of including externalities.
If measurable damage and maintenance costs can be attributed to vehicle damage, these
can be factored into the current system. If this is about manging emissions, this is already
factored into the emissions trading scheme, as well as the construction and maintenance
tender process.



5 Electric vehicles

5.1 In electric vehicles, a range of new road users are emerging that are not paying road
user charges. This is currently a form of government subsidy, which is understandable.
However we now need to consider how these new vehicle types can be factored into a new
and lasting Road User Charges funding model.

5.2 CCNZ'’s position is that all vehicles using roads should contribute funding towards
maintenance and upgrades of the roading network, rather than a means of funding
subjective behaviours through externalities.

5.3 RUCs should be introduced on all powered non-petrol and unpowered vehicles,
based primarily on vehicle weight class.

54 If the government chooses to subsidise EVs, it could do this through direct
contribution to RUCs from government to ensure the transport network is adequately
funded, rather than exclusion of EVs from the RUC system, which remeves fundingthat is
necessary for constructing and maintaining transport from the system.

5.5 Light EVs are currently exempt from paying RUC until'3T™\March 2024 and heavy EVs
are exempt until the end of 2025.

5.6 Despite light EVs providing an answer to fuel grice volatility, steadily increasing
uptake of EVs and more competitive pricing, EV andwhydrogeniteehnology for heavy
construction vehicles is not well enough developed,or servicedtowprovide for the needs of
the civil construction industry. This is reflecte@inthe tiny aumber of heavy EVs in the
current EV fleet.

5.7 Service for EVs is another consideration. Riesel mechanics cannot be expected to
become EV mechanics overnight,/80 any change inthis direction will also incur significant
training and personnel costs to.make sure NZ's'EV fleet can be maintained.

6 Fuel, congestion and biofuels

6.1 RUCs are currently gearéd-taigather revenue that is needed to resource construction
and maintenance. This’is ideal because it can be tied to tangible outcomes.

6.2 CCNZ'does not recomimend including regional cost recovery such as congestion
charges or regional fuel taxes into the RUC system. These are separate considerations, and
while they may be‘relevant and provide additional resourcing for the National Land
Transport FundnCENZ opposes their inclusion in the RUC system. This is because it is
important to §pecify what a cost or charge is being used to pay for.

6.3 CGCNZ accepts congestion charging may have merit. But opposes its inclusion in the
RUC system. Despite the economic merits of congestion charging as a concept, it is unlikely
it couldbe satisfactorily included in an RUC system since congestion is location, region and
time-specific.

6.4 Further to this, the current RUC system does not always go towards meeting the
needs of regional users who are paying. For instance much of the contribution of Southland
road users does not go back into their regional roads, and is instead used for projects in
other regions. This may be appropriate in some cases, but the balance merits consideration.



6.5 We recognise some further work may be required on the use of vehicles powered by
biofuel.

6.6 Some CCNZ members (for instance Fulton Hogan) own and operate their own
businesses to produce and use biofuels to power their heavy vehicle fleets, while many
others are looking to incorporate biofuel blends into their fleets.

6.7 The use of biofuels represents a significant investment by industry to reach for better
outcomes. Whether biofuels should be included in RUCs or Fuel Excise Duties is a much
broader discussion that should be addressed with specific consultation with the businesses
involved.

7 Project costs

71 RUCs are currently used to fund projects that are themselves subject to extensive
environmental regulation and incentives. Use of low emissions techaplogies are being
included in tenders, procurement and project costs.

7.2 Projects are also subject to rigorous environmental contrels through thez\Resource
Management Act.

7.3 CCNZ is concerned that the discussion document focusesion specific forms of
technology, primarily on forms of low emissions techinolegies that-de not currently meet the
needs of civil construction companies. These decisions areslready being approached and
handled in much greater detail through projeétprocurementiand tendering.

7.4 Inclusion of externalities in the RUCs,scheme will double up on action already taken
through project procurement. It would escalate casts.and timeframes for projects, practices
and business activities already subjectto the Emissions trading Scheme and incentivised
achieve better environmental outcemes.

7.5 If the decision is made,to-incentivise\or disincentivise types of vehicle use or
transport activity through the’RUC systems,/adequate time should be allowed for businesses,
long-term projects and rgad’maintenance projects to adjust to the new normal, as this will
affect the fleet management of NZ-businesses and therefore add to the already significant
problem of business cost escalation.

8 eRUCs

8.1 CCNZ doesg not oppose a move to eRUCs, but it is important that any change in this
space is well managed. Decisions in implementing eRUCs should be made with a full
understanding of costs involved, and the transition should be gradual to give road users
time to adjust.

8.2 If the system is entirely shifted to eRUCs, it is important businesses are supported to
make this transition as it may add cost by impacting their internal procedures.

9 Dealing with increased road wear and tear

9.1 Spending of RUC should be focussed on whole of life cost rather than short-term
fixes. Road freight and truck axle weights currently exceed the design specifications of
many NZ roads, but investment to improve road design specification to meet the needs of
heavier freight vehicles has not been made.



9.2 Truck horsepower and torque have increased dramatically since 2014, with payloads
trailer length and axles all increasing and contributing to pavement degradation. The design
standards exist, however there isn’t enough money in the public purse to fund them. This is
an instance where the network has not kept pace with advances in road use.

9.3 Trucks and high road maintenance go hand in hand. Even if funds are available for
upgrading roads to meet increased freight trucking weights and repairs to the damage these
vehicles create, contractors are short of workers to carry out regular maintenance.

94 The rail system is currently in the process of being upgraded to take on a bigger
share and responsibility in moving goods around this country, which is beneficial and
needed to reduce wear and tear on roads.

95 Despite this inter-relationship, the road and rail networks are separate things, and rail
should have its own sustainable funding model rather than being factored into the RUC
system and paid for by road construction and maintenance funding.

10 Conclusion

Thank you for the opportunity to make this submission, andfor your time.in reading it and
noting the above points.

CCNZ is happy to provide further information or meetregardingithisisubmission and can
arrange further technical or specific feedback frommembers‘ifrequired.

Please do not hesitate to contact me directly if\you wishito arrange this.

Yours sincerely,

s 9(2)(a)

Alan Pollard,

Chief Executive
s 9(2)(a)
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About Mitsui

Mitsui & Co NZ Limited welcomes the opportunity to comment on “Consulting on Driving
Change: Reviewing the Road User Charges System” (the Consultation Document).

As one of the oldest Japanese trading and investment houses in New Zealand, Mitsui & Co.
Ltd. (“Mitsui”) has played an important role in promoting exports of key commodities and
importing items supporting New Zealand industry over many decades. Nowadays we have
dedicated departments for food, chemicals and steel but also work on projects such as
hydrogen chain, livestock methane reduction and housing.

Mitsui signed a Strategic Alliance Agreement with Hiringa Energy #Mmited (Hirir%c'g?un
2020. After close discussions with Hiringa, Mitsui invested into% in MN , and
0

|
Hiringa, Mitsui, KIW1 and Green Impact Partners formed fue&New Zealand
Ltd. in Sep 2021 to build a nationwide hydrogen refuelling’s network fer Heavy Fuel

Cell Electric Vehicles (FCEV). Q~
3 ncgrn, our comments are

While the Consultation Document addresses seve atters o

largely restricted to the topic of hydrogen an elerati ecarbonisation for heavy
vehicles.

Jason Brown
CEO, Mitsui & Co N



Introduction

The RUC system has made an important contribution to the construction and maintenance
of the nation’s road infrastructure, and such infrastructure development and maintenance
is one of the most important agendas for New Zealand. While we recognize that
incorporating wider aims into the system may trigger deterioration of the current system,
it could be effective if new funding sources can be identified to widen its aim and a process
is set to allocate such funds.

New Zealand is well known throughout the world for its clean, green image, and this is
reinforced by New Zealand’s leadership in decarbonization. The government agenda for
decarbonization — especially of transportation — is a very ambitious one. Tran§port
comprises almost 50% of New Zealand’s CO2 emissions. Heavy vehieles compriselangurd
25% of transport CO2 emissions, yet only travel 6% of annual *ilometres!travelled.
Therefore, heavy vehicles are low hanging fruit for transport emissiomredugtions.

If we want to achieve New Zealand’s decarbonization targets we need tg act now.

While New Zealand currently is one of a few nations takingsa leadihg position on meaningful
emissions reductions in the transport sector, we @re at risk ofdosing our current spot at the
top of the global queue : losing the momentum,.in, térms of zerg emission heavy trucks roll
out through a lack of incentivization would result in adurther delay in decarbonisation of
the heavy fleet.

It will be important to provide options'ér emitting parties to either be able to:
1) reduce their own emissions;or
2) offset their own emissians through tHEETS.

We think that the effeetiveness of New Zealand’s ETS system still needs to be monitored
and that an actual reduction ofiemissions (rather than offsetting) is a more fundamental
approach.

A level playing'field for vehicle emissions reduction

Internal combustien engines have played a key role in transportation in New Zealand for
over a hundéedryears, and the relevant infrastructure supporting them is well established.
But advadices in technology mean that ZEVs (Zero Emission Vehicles) are now a viable
alterndtive \as long as they are given the support they need to grow.

In order to close the gap with existing diesel/petrol fleets and allow ZEVs to compete with
them on a level playing field, it will be necessary to help promote the uptake of ZEVs and
build the according infrastructure. To make an impact in the short-term, we believe that
extending the RUC exemption to other ZEVs, other than light Electric Vehicles (EV; mainly
cars) and heavy EVs (trucks and buses), would be useful.



Therefore, we would like to recommend the following:

Recommendation 1

Currently, vehicles that generate electricity on board through the use of a fuel cell (e.g.
hydrogen fuel cell electric vehicles) don't meet the definition of being an electric vehicle
and are subject to RUC.

e Werecommend to include Hydrogen Fuel Cell Vehicles (FCVs) in the RUC exemption
and remove the wording in legislation ‘if their motive power is derived wholly or

partly from an external source of electricity.’ (L

Recommendation 2

The RUC exemption provided to EVs is a long-standing incentiv ourag take
and has been in place since 2009. FVCs should receive simi ort#and inCentives,
although we believe that FCVs will not require the 15-year tion_provided to EVs, as

price parity with comparable diesel vehicles may be achieyed béfore then.
e Werecommend a RUC exemption for FCVs‘until 2030. s E

Mitsui & Co NZ Limited
O Level 17, 55 Shortland Street
Auckland 1010, New Zealand
Email:5 9(2)@)

Website: www.mitsui.com

@ 00

mrrsuteco.  INNOVAtion.



Te Huringa Taraiwa: Te arotake | te panaha utu kaiwhakamahi rori

Margaret Harris (GM Innovation)

ContainerCo

s 9(2)(2)

Submission on RUC from ContainerCo, with Specific Reference to Heavy Electric Vehicles
Background of the Submission

ContainerCo restricts its submission to electric heavy vehicles. In this area, we concur and support Te
Manati Waka in its efforts to encourage the rapid growth of the national electric vehicle truck-fleet.

ContainerCo submits that in our two years of testing and use, the electri¢ heavywehicle
(unsurprisingly) produces:

1) Less noise
2) Less particulate matter and emissions
3) Fewer vibrations

We submit that electric heavy vehicles place far fewer burdens on “New'Zealand Inc.”

ContainerCo is proud to have been able to provide,afully eléctric'connection to either the railhead
or to a local port, by road with few issues.

Submission

ContainerCo submits that the RUCregime can best support the uptake of electric heavy vehicles
through the extension of‘its'RUC-exemption programmes for such units until the units become
common.

The RUC exemptignicusrently lowersithe through-life cost of owning an electric heavy vehicle, and
brings a business’case for owning/One to within “striking distance” of a conventional unit depending
on use.

ContainerCo submits that this RUC exemption must be continued until a certain percentage of the
overall heavy véhicle\fleet going electric would create a “tipping point” where ancillary services and
associated plant'would decrease in price. This point would be more appropriately understood by Te
ManatiWaka. ContainerCo would suggest factors associated with this percentage would be e.g a
thriving\second-hand market for such units, technical knowledge becoming common among
mechanics, and a large standardised charging network.

Background on Company

ContainerCo is an empty container services company. This entails storage, cleaning, refurbishment,
remanufacturing, repair, testing, and transport for empty shipping containers. It has eleven sites
across New Zealand, and employs 250 staff. Approx. 70% of staff are Maori or Polynesian Islanders
(at all levels). 50% of the board are women, and 30% of head office at LGBTQ+.



Background on ContainerCo and Electric Trucks

ContainerCo Transport links depots and either the railhead, or the closest port. In 2018, it was
determined that these high-frequency, low speed shuttle runs could be economically completed by
electric heavy vehicles. To that end, and with generous support from EECA, ContainerCo purchased
one of the first heavy electric vehicles in New Zealand.

ContainerCo has since extensively tested the electric heavy vehicle, gaining experience on its
operation and utility. In 2019 an additional order was placed for 11 advanced electric heavy vehicles,
to be designed and manufactured in Palmerston North.

Issues

Electric heavy vehicles have been proven by ContainerCo’s work and are robust working units
However a number of issues do exist which challenge the ability of the fleet to scale.

A number of these are not necessarily able to be addressed directly through'RUC. The market for
electric heavy vehicles in New Zealand is immature. The second-hand’market for units has not yet
developed. The charging network is currently still in its early stages of'expansion.it is also uncertain
how long such vehicles will last overall.

All of these factors combine to create a (current) truth; eléctric heavy vehicles are a third more to
purchase, up-front, than an equivalent diesel unit.



DRIVE
ELECTRIC

Drive Electric Submission: Reviewing the Road User Charges System

12 April 2022

Executive Summary

Drive Electric is a not-for-profit advocacy organisation supporting the uptake and
mainstreaming of e-mobility in New Zealand, a key part of decarbonising transpert.

Drive Electric represents a member base comprising new car/OEMs, used .car
importers and distributors, infrastructure organisations,«(eleetricity ~/generators,
distributors and retailers, electric vehicle service \ equipment “suppliers),
e-bike/scooters, heavy vehicle importers, finance,fleet leasing, and insurance
companies, along with electric vehicle users.

We have framed this response around our miSsion, which.is\io accelerate the uptake
of e-mobility in New Zealand. We acknowledge that an RUCjexemption is currently in
place for light vehicles and heavy eleetric vehjgles\(but not hydrogen fuel cell
vehicles).

We also would welcome the @pportinity tGeact to more specific proposals in due
course. It is, in part, difficult to fully assess.the future role of RUCs in decarbonising
transprot without the context.of the wider Emissions Reduction Plans in transport.

Response
The future purdose of RUC and externalities

We supportTe Manatl Waka’s five aspirational outcomes for the transport system,
specifically that'a transport system must decarbonise.

A future RUE system should be designed so it enables or supports New Zealand to
achieve jtsy climate change targets, as well as generate funds for transport
infrastructure.

However, the precise role of RUCs in this transition needs careful consideration
including:

e Accelerating e-mobility is an important component of reducing transport
emissions. A future road pricing system needs to be carefully designed so
that it does not curtail the uptake of e-mobility or other new low emissions
transport technologies or fuels.

e There are already policies and taxes in place that are designed to accelerate
e-mobility, such as the ETS, the Clean Car Discount/Penalty and other
proposed policy measures. If road user charges are further used to

PO Box 3899 Auckland 1140 NZ Page 1 of 4



disincentivize ICEs/stimulate EVs, how would that work alongside these
existing measures? Policy effectiveness, cost per tonne of emissions
reduced, equity and public support all need to be considered together.

e To avoid perverse outcomes, any changes to RUCs that were designed to
support climate objectives would need to see equivalent measures placed on
petrol vehicles through other mechanisms, so as not to disincentivise EV
uptake. In other words, any incentives (or disincentives) should always
support EV uptake, over petrol/diesel vehicles.

We also support the exploration of how road user charges in the future could be used
to recover other costs relating to transport, beyond direct roading costs, including
pollution and congestion. Ideas around road pricing and congestion charging should
be considered as part of a package of mechanisms to ensure there is an investment
in infrastructure, but also that climate and other objectives can be efficiently mets

The uptake of public and active transport and equity need to be\cerisidered as\well,
and should not be undermined by changes to RUC.

EV Light vehicles and RUC

New Zealand has a proposed target to reach 30%¢f the light'vehicle fleet as electric
by 2035 in the Government’'s Emissions Redtction Plan. BDiscussion Document. This
will require around 1 million new and used EVs0 be brought into New Zealand over
the next 13 years.

Measures will be required to stimulate, electricyvehicle uptake to reach this target.

By March 2024, the Cleanrs€af,Programme will have only been in existence for two
years. By then, we might expect areund 150,000 electric vehicles on the road
(estimated).

Any changes ,4to, the” RUCE exemption must not undermine momentum towards
meeting New,Zealand’s emissions budgets and transport targets. While it isn’t
understoad the extent t@ which the RUC exemption supports the uptake of e-mobility
in New Zealand, overseas evidence has shown that removing EV incentives too
soon, slows down their uptake.

Decisionstaround implementing road user charges need to be responsive to levels of
e-mobility’ uptake, available technology, and the supply of that technology. We must
acknowledge that New Zealand is a taker of these new technologies and that we
must.bé open to newer/better technologies.

That said, we appreciate that ways to fund transport infrastructure, including roads,
need to be identified as petrol taxes and road user charges generate less revenue
over time. This funding shortfall will intensify over time, particularly as ICEs are
phased out globally by both states and by manufacturers from 2030.

PO Box 3899 Auckland 1140 NZ Page 2 of 4



It is reasonable, in time, for EV drivers to contribute to a fit-for-purpose road pricing
system. Ultimately they should pay no more in equivalent RUCs than they would pay
driving a similar fossil fuel vehicle.

We also suggest that when EVs reach price parity with ICEs and adoption reaches a
tipping point, government incentives and exemptions will need to play less of a role in
supporting uptake. RUCs should be introduced progressively as this change takes
place.

We note the challenge of implementing the RUC on EVs already on the road in
March 2024. Potentially, this could be implemented gradually and should be signalled
well in advance. We support a distance-based exemption. For instance, to introduce
RUCs for EVs from a specified odometer reading, eg first 30;000kms no(RWE
payable, to encourage the purchase of new EVs (which are themfecycled back into
the market as second-hand EV options).

Administration

Shifting to distance-based charging should be thexgoal, usingielectronic means or in
association with the annual registration process (with.consumers able to top-up
easily online). We would welcome the opportunity to, consult on a specific proposal
options. There are implementation complexities with this, that need to be explored. In
particular, the benefit-costs.

Other complexities include:
e Privately funded roadingvéomprises=12.1% of the New Zealand network used
by light vehiclesgfor day-to-day travel, according to NationalMap Ltd. If we use
a distance-based{methodology~how is travel on these roads exempted from
road user charges?
e How will RUGS on light vehicle EVs be levied, if they are different weights on
a distarcestalculation

Heavy vehicles and RUC

For heavy electrie’vehicles, we acknowledge that the uptake of electric buses in New
ZealandrisyStarting to accelerate, however, the number of electric trucks is still very
low.

At COP-26 New Zealand signed the global Memorandum of Understanding on
Zero-Emission Medium and Heavy Duty Zero-Emission Vehicles (ZE-MHDVs) which
commits to having 30% of heavy vehicle sales as zero-emission by 2030 and 100%
by 2040.

The RUC exemption on heavy vehicles should be retained until there is at least an

equivalent package of incentives for heavy electric vehicles in place which is
consistent with achieving the Global MOU on ZE-MHDVs.
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For existing electric heavy vehicles, the RUC exemption should not be removed
entirely if up-front incentives are established for new heavy electric vehicles to
replace the RUC exemption, as this penalises early movers in heavy electric vehicles
which have made a significant private investment for public benefit. Instead, the
RUC exemption could be retained or wound down over the life of existing electric
heavy vehicles which have not benefitted from purchase incentives.

To use a specific example Mahu City Express took delivery of two full-electric luxury
coaches in 2021. These vehicles run under a permit due to their weight, as battery
vehicles are more equivalent than diesel equivalents. If RUCs were to be applied this
could cost Mahu $837 per 1000km. Effectively, this would make it more expensive’to
run zero emissions coaches, relative to their diesel counterparts.

In summary, we see a need for the exemption to continue, thréugh to at least 2030
and this to be well signalled to the market. In addition, we recommend some sort of
grandfathering scheme or similar be used to recogpise those that,maoved early to
adopt electric coaches and trucks and not penalisehem for this move:

RUCs on buses/coaches

We also note that buses have high_loadings in_geakyperiods (mornings and late
afternoons), but outside this period have.rélatively lowrloads. Buses run routes up to
20 hours per day, and only for four hours arefloaded to Gross Vehicle Mass (GVM).
Operators are paying for that{ G¥Mvrate_ontheir RUCs when most of the time they
operate at four tonnes or&a.less. Any. consideration of RUCs should take this into
account - given the publie.interest infstimulating public transport (and electric buses).

If a weight-based miethodology, is, continued, a potential solution could be having

buses pay for'am\RUC on, tare weight, and add a passenger charge through the
ticketing system.
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27 April 2022

RUC Review

Ministry of Transport

PO Box 3175

Wellington, 6140

By email: RUCConsultation22 @transport.govt.nz

Téna koutou

Submission on e Huringa Taraiwa: Te arotake: te piinaha utu kaiwhakamahirori Road User
Charges Consultation

1. The Dunedin City Council (DCC) welcomes the.opportunity to ) ubmit to Te Manatl Waka the
Ministry of Transport on e Huringa Taraiwa:Te arotake:te'piinaha utu kaiwhakamabhi rori
Road User Charges (RUC) Consultation

2. The DCC is supportive of using:RUC to charge for externalities, including greenhouse gas
emissions, greater use of eléctronic RUC [eRUE), and reviewing how RUC is managed to
make it simpler and moré cost effective forend users. In addition, the DCC requests that Te
Manatl Waka work with Ceuncils oh enforcement options before implementing any
proposals to remove physical vehicle licences.

3. While not specifically askedinthe consultation, the DCC advocates for transitioning all
vehicles té,adistance-based RUC system. The system could incentivise improved
environnmental outcomes rather than retaining a dual system with Fuel Excise Duty (FED) and
RUC, and exemptions.to'RUC based on vehicle type, use or fuel.

Support use of Road User Charges to charge for externalities including greenhouse gas emissions

4. In2018/19, the transport sector was assessed as Dunedin city’s largest source of carbon
dioxide emissions. In 2019, the DCC declared a climate emergency and set the ambitious
goal of making Dunedin city net carbon neutral by 2030. Road transport greenhouse gas
(GHG) emissions are a significant challenge to achieving the goal of being net Carbon Zero by
2030.

5. Currently, GHG are priced through the Emission Trading Scheme but this plays a limited role
in influencing behaviour. The light diesel fleet has increased significantly over the last 10
years with fuel efficiency improvements largely being offset by larger vehicles.

6. The DCC supports the addition of charging for externalities like GHG emissions as part of the
RUC system. The DCC believes this would provide a clear signal for people of the impacts of
their fuel use. This could also influence vehicle purchasing decisions.
50 The Octagon | PO Box 5045 | Dunedin 7054, New Zealand | T 03 4774000 | E dcc@dcc.govt.nz | www.dunedin.govt.nz
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7. The discussion document also seeks views on whether additional revenue from pricing of
externalities could be used to mitigate the impacts of the transport network on the
environment. This is different to the current approach where all the revenue collected from
RUC goes into the National Land Transport Fund.

8. The DCC supports some RUC revenue being used for non-transport interventions as well as
to increase provision of lower carbon modes and maintain the existing transport network.
Some non-transport interventions can play a significant role in reducing the carbon footprint
of travel. For example, investing in more services within communities, or improving access
to online services can reduce the need for people to travel long distances to access essential
education and health care. The DCC believes that consideration should be given as to
whether full hypothecation of road transport revenue is still appropriate. The DCC consider
non-transport interventions may be the most efficient and effective means of ensuring
people have access to essential goods and services while reducing the carbon footprint of
travel.

Support transitioning all vehicles to distance-based charging that incentivisés environmental
outcomes, rather than a dual system with FED and RUC, and exemptions to,RUC based on vehicle
type, use or fuel

9. It has been widely recognised that there wilhbesimpacts ofi fuehtax revenues as petrol
vehicles improve fuel efficiency or are replacechwith electric vehicles (EVs). An additional
consideration is that with new fuel types emerging different mixes of biodiesels and
vehicles with dual fuel sources (e.g. hybrid‘petrokelectric vehicles), continuing to use
exemptions and refunds risks cahfusion and high'edmpliance costs.

10. Plug in hybrid EVs are one.ef the faster growing types of low carbon vehicles being
registered. Once the current exemption‘to RUC expires, these vehicles will be subject to
both FED and RUC with the need_ ta seek refunds. The DCC believes that this will create high
compliance costs@and reduce incentives for these lower carbon vehicles. In the longer term
an exemption-based.dpproach'to‘EVs, or alternative fuels could undermine the security of
revenue neédedito’fund the'maintenance and operation of the transport system.

11. The DECsupports a transition over time to replace FED with all vehicles being charged based
on distanee using an‘amended RUC system that takes into account emissions, damage to
roads and other externalities. Setting out a transition pathway away from FED to a RUC
model now will enable a smoother transition, as the proportion of vehicles in the fleet using
petrol as their primary fuel source reduces significantly in future years impacting on FED
revenues.

12.{ The|DCC suggests that smoothing the transition of EVs currently in the fleet and exempt
frem RUC into the RUC regime could be managed by phasing it in based on warrant of
fitness (WOF) renewals. Under this approach, rather than all vehicles being eligible on a set
date and people being required to submit an odometer reading, RUC could be phased in as
vehicles undergo the next WOF. This would enable the odometer readings to be taken by
warranting officers, rather than relying on potentially inaccurate self-reporting.

13. The discussion document proposes two different ways of dealing with different fuel types
under RUC. The DCC supports enabling the use of regulations to determine how individual
fuel types, or vehicle configurations arepriced as this would enable greater flexibility to
adapt as different fuel types and mixes become more common. The DCC believes an



14.

15.

exemptions based approach set out in the Road User Charges Act risks greater confusion
and is less flexible as technologies change.

The DCC also believes that although there would be a higher initial cost in developing and
applying differential pricing through regulations, if this was applied to all vehicles there
would be economies of scale and efficiencies compared to retaining two separate systems
for petrol and other fuel types. It could also enable clearer signalling of the environmental
impact of different vehicle and fuel types to consumers.

The DCC believes that transitioning away from FED to all vehicles pay RUC would also allow
for the gradual transition of motor bikes, mopeds, and all-terrain vehicles into the same
charging system as other vehicles. As RUC already provides a system for managing refunds
for off-road use of vehicles, a consistent approach could be applied across all classes of
vehicle.

Support greater use of eRUC and reviewing how RUC is managed to make it simpler and\more cost
effective for end users

16.

17.

The DCC argues that the current system of pre-purchasing RUC in incremenis of 1,000km is
one of the barriers to transitioning all of the light vehiclefleet, as it'réquires people to
regularly purchase distance-based RUC in advancé,and requires,odometer checks for
compliance. Transitioning to greater use of eRUCeould contfibuteto:

a. lowering RUC compliance costs throughigreater dutomation and ease of use

b. simplifying the administration of off-read trips‘and.refunds

c. reducing tax evasion

d. minimising the administrative burden fo{*the Waka Kotahi NZ Transport Agency,

enforcement officers, afnd vehicle owners

While the cost of eRUC readers,is currently.a barrier, the DCC believes that if the system was
reviewed to develop asimplified eRUCand phased in for all new vehicles over time, this
could be minimisegd.

Request that Te Manati Waka works with councils on enforcement options before removing
physical vehicle licences

18.

Currently DCC enforcement officers use software to capture the vehicle details by scanning
licence labels whend@nforcing parking infringements and expired licences. Any move to
remove thege labels without ensuring that alternative options are in place would
significantly reduce the efficiency of enforcement of parking. The DCC requests that Te
Manatu Waka work with Councils and parking software providers to ensure appropriate
opdons are in place to replace the role currently played by paper labels in parking
€nforcement.

Naku noa na

s 9(2)(2)

Aaron H
MAYOR

awkins



Submission on Driving Change: Reviewing Road User Charges System

Produced on Behalf of Dynes Group of Transport Companies

Company Contact: Steve Divers (Risk & Compliance Manager)
s 9(2)(a)

s 9(2)(a)

Background:

Dynes group is combined of a group of transport companies neliading Dynes Transport
Tapanui Ltd, Icon Logistics Ltd and Herberts Transport Ltds, with the former being a family
business in operation for 50+ years. We are ah innovatien led tech savvy company that
develops technology to ensure we are.safe, compliantyand deliver efficiencies for our
customers; operating throughout New,Zealand.

Any and all financial or personalinformation'contained within this submission must not be
disclosed or disseminated-publicly without the consent of the author due to the
commercial sensitivity of-a competitive transport market.

In response’ta.thé questions listed 1 though to 89, our submission:

Q1l: What are the advant@ges and disadvantages of using RUC to recover more than the
direct costs of building) operating, and maintaining the land transport system?

Historically weduild cheap roads that are expensive to maintain. When cost cuts are made
on mainténahce’and renewal, our roads suffer, decisions tend to extend the life of the asset
rather(than plan for maintenance and safety upgrades. This has led us to a very poor
outcomés on quality of asset (roads) and creates flow on costs for maintenance on vehicles
which are additional costs borne by commercial operators.

Recent history on critical roads being washed out or damaged (Ashburton Bridge) are key
examples of the fragile asset we rely upon, and the fragile nature of our supply chain. This
has been further hampered by Picton-Wellington ferry services being drastically reduced
due to unplanned ferry maintenance; RUC alone should not fund all roading as a road is an
asset that the cost to recover should be over the lifespan of the asset.
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Q2: If RUC should not be used for recovering more than road costs, what alternative
approach might be appropriate for recovering those costs?

In short, RUC should not be used to subsidise other forms of transport such as Rail or cycling
etc. All revenue generated by RUC should be ring fenced for road maintenance as
alternatives such a tolling do exist, where an alternative route has been funded which
delivers safer or more direct access. This choice of route for benefit creates a fixed cost
where it delivers advantageous efficiency.

Q3: What advantages and disadvantages are there to considering externalities when setting
RUC rates?

Once upon a time RUC rates were set by the damage done per 1 tonne weight bracket using
an algorithm considering the vehicle axles. This link was removed in 2012 and now the\yrates
are set to create a revenue stream unrelated to proportional damage.{This becomes further
ambiguous when consideration is given to whether safety ratings ‘and emissians are
considered as proposed in this document. Over the years we have built a'national vehicle
fleet which is directly influenced by RUC rates, longer heavier vehicles.with-higher horse-
power prime movers, more efficient and no financial Benefit has beenireceived by the
introduction of Euro 5 & 6 powered vehicles.

Q4: If externalities were to be considered, what-criteria could be used to determine what
externalities should be taken into consideration into aeteuntyin setting RUC rates?

This would over complicate a systemavhich is already.complex to administer. If externalities
are to be considered, then this should be’at the:timeof registration and continuous
licensing, rather than borne bythe RUC system. The underlining register (Landata) is
outdated and unlikely to cope with significantitechnological change without renewal. Our
technology hampers our/ability to infoyate“in this area.

Q5: If externalities Were to'be considered, how should these costs be set?

Government has already created alternatives such as the clean car discount, there is
precedence noWw which ean be‘analysed for changing behaviours, influence on updating the
national fleet. RUC has\been largely unaffected although electric light vehicles are exempt
from RUC, originally until they met a 5% threshold, but this appears to have been extended.

Q6: Would charges for externalities be in addition to the current form of RUC, and
potentiallywSed to address the externalities directly, or be core part of total land transport
revenue?

Treat these other externalities as different to the RUC regime as we rely upon RUC to be a
fixed cost to limit the variable costs in transport, where variability could be introduced is in
registration fees and permitting fees.
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Q7: How would vehicles not paying RUC be affected?

As stated already light electric vehicles are currently exempt, however, they still have right
of access to the network in which diesel vehicles are effectively subsiding their use. They are
still required to be registered, perhaps a road tax fee should be introduced for light electric
and diesel vehicles to remove the need for the current distance-based RUC revenue stream,
and thereby remove the issue of light diesel vehicles evading RUC through wilful tampering
of distance recorders. These could be split between commercial and non-commercial
registration. | would suggest only heavy vehicles be subject to RUC requirements.

Q8: What are the advantages and disadvantages involved in changing the purpose of the
RUC act so climate policy generally, or greenhouse gas emissions specifically, can be
considered when setting RUC rates?

We would submit these should never be considered for RUC rates as theost and
complexity to administer would be a substantial drawback. RU€ should be based upon
simple categories at weights that are either at or above the legaNimits. The current system
gives clear guidance on operational costs as there are alréady additional cests borne by
operators on later Euro vehicles requiring urea treatmentsto maintainifcompliance with
emissions standards. We note there are no penalti€stin‘legislation-for removing these
emissions systems.

Q9: What advantages and disadvantages would'there be.if there was an explicit requirement
to consider RUC exemptions as part of the developmient. of the Government Policy Statement
on land transport?

Remove complexity, if exemptiohs aré required.this shows legislation is poorly drafted,
consider light vehicles be removed from’the RUC system and only include electric heavy
vehicles by a different RUC classification:

Q10: What are the,ddvantages and-disadvantages of enabling consideration of greenhouse
gas emissions when'setting RUCrates?

If greenhouse'gas emissiens'were considered for RUC purposes, then heavy trailers would
be exempt as they produce no emissions. We would submit that you avoid any greenhouse
gas emissions from thé RUC regime, particularly when the Government doesn’t mandate the
emissions levels ofiheavy prime movers at the time of registration and entry compliance.

Q11: Should’RUC rates be set for vehicles that could use more than one fuel and these fuels
had different greenhouse gas emissions?

This is unlikely to apply to heavy vehicles as current technology would mean heavy vehicles
using more than one fuel would be too heavy to operate efficiently (significantly reduced
payload capability). Light vehicles are already taxed at source for petrol and LPG, so no
benefit at this time of giving further consideration to this issue as Diesel hybrid vehicles are
not currently available as manufacturers favour petrol derived hybrids.
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Q12: What advantages and disadvantages are involved in using NLTF revenue to reduce
carbon emissions rather than foregoing RUC revenue?

NLTF & RUC revenue should not be used to reduce carbon emissions, this is best addressed
by Government policy on what vehicles can enter the national fleet. The complexities that
this would introduce would make compliance more costly and allow for evasion.

Q13: What are the advantages and disadvantages with the source of different fuel types
being included in RUC calculations (separately from the direct climate impacts of the fuel
used)?

The RUC regime should not be used to collect revenue on vehicles where the damage to
roads is negligible (light vehicles). This would be better served through a road tax purchased
at the time of registration (or renewal) for those vehicles powered byfuels not taxéd at
source. This would remove in a large part light diesel vehicles RUC éyasion as therewould
be no incentive to remove or hide kilometres travelled and would'simplify the RUC system.
Currently a current WOF is required to relicense, fuel tax would be the same_as'the fuel type
cannot be changed without an inspection by a TSDA ageunt requiring an NZTA form MR16 to
be completed.

Q14-Q16 Relating to emissions and fuels:
See existing submissions stated in relation to\RUC regime.

Q17: How else would you change the setting'of RUCte.ensure it is adaptable to future
challenges?

By limiting the RUC regime to gfily heavy vehicles'(vehicles more than 3500kg). This is a
heavily regulated industry and the‘ability to\create regulations within the primary legislation
is relatively straight forward.

Q18: What are the,advantages and.disadvantages of mandating eRuc for heavy vehicles?

There are significant.€osts.to operate eRuc for a fleet, for our own company this equates to
a cost of 59(2)(ba)(i)  in thelast42 months for the rental, fitting and replacement of eRUC
units, with the cost of puichasing RUC on top of this capital expenditure. Operating eRuc is
not a cheap option and currently there is no compliance advantage to use eRuc, other than
some efficien€y gains in purchasing and additional benefits of monitoring the fleet. There
should be an_advantage of investing into this technology as the regulator can make use of
informationthat is available (as probably does). The Government should consider how they
could incentivise eRuc through HPMV permitting and other means, rather than mandating
something which may not be required or just adding more compliance costs.

Q19: What vehicle types should or should not be required to use eRuc? Also covers Q20-Q27.

All heavy vehicles operating on any higher mass permit should be required to operate eRuc,
as there is an obvious benefit of understanding the laneways where additional funding is
required to maintain the network, as permitted vehicles will increase road wear and
damage.
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Targeted funding for road improvements & maintenance is beneficial for NZTA and better
understand freight volume movements, kilometres travelled and time periods for
commercial users. The NZTA currently has access to some of this data but may not make full
use of it.

Many transport companies including ourselves, use integrated technology for elogbooks
and eRuc and so therefore there are current legislative abilities to request data to ensure
compliance by enforcement officers.

I am mindful that any further powers would require public scrutiny and specific industry
consultation, as this is too wide a subject to give specific feedback without understanding
what could be proposed.

Q28-Q41: Cover exemptions and duplicate some areas covered in earliér questions,'so
therefore general topic response:

We re-iterate our earlier comments that light vehicles shoulde removed.from the RUC
regime and rely upon a fuel tax category at the time of registration or relicerising as there
are existing categories of exempt vehicles EA & EB based'upon use. These.however, are not
subject to the scrutiny of RUC by NZTA who appear to\have avoided tackling incorrectly
registered vehicles. By introducing a threshold of'3501kg as the start point for collecting
RUC would enable a simpler and more effective-RUC regime

Q42 & Q43: What changes should be madesto section 12 ef the RUC act to improve the
overweight permit regime?

This is currently problematic as tooperate onsa RUC H type category the changes have to be
made by NZTA, this only occurs.dUring normal bUsiness days between 8am-5pm. The NZTA
should reflect the industry and+have availabllity to change classes at any time, as each time a
change is made a cost 6f $46+GST is'bérne by the operator.

The other issue issthatwé maywary our permit weights and operate on three permitsi.e. a
nine axle combination at H94, H95 & H96. This involves 3 different weight permits of 50, 54
and 58 tonne réspectively, thefissue around this is having to change the RUC type to operate
on a type H licence to'match the permit weight. The system prevents us from operating on a
H type and buying additional licences up to the next permit weight. This leads to an
inflexible fleet’andiconstant administrational changes where payloads vary. To reduce this
complexity’larger RUC bands should be considered as permits are generally applied for at
the top7ofieach RUC weight band.

The NZTA currently has facility in the legislation for alternative payment schemes, these
should be explored to allow easier reporting of RUC weights and required distances which
could be verified through eRUC. This could become a post RUC purchasing scheme.
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Q44-Q47: What are the advantages and disadvantages of removing the requirement to
display a physical RUC label:

There is very little disadvantage for heavy vehicle operators using eRUC, where licensing is
purchased on mechanical distance recorders the requirement to display should remain, as
this may be the only immediate verification that a valid RUC licence has been purchased.

If light vehicles were no longer subject to the RUC regime this would vastly improve
compliance, as there are dedicated Police enforcement for the transport industry but
limited Police resource for light diesel vehicles.

Q48: What advantages and disadvantages are there in allowing RUC licences to be
purchased in units of less than $1,000km?

The producers of this consultation document appear to be unaware the’cost of alRUC
licence is determined on the basis that 50% of travel within that 4,000km with be at'tare
weight (unladen) for heavy vehicles. If light vehicles were removed from the RUC regime,
then alternative methods of payment could be developedspecific to the.transport industry,
including verifiable post payment on an actual kilometrpe basisverified through eRuc
provider or telemetry.

Q49-Q51: What advantages and disadvantages of removing theyeéquirement of displaying
physical registration licences?

Our submission is that this requirement.should rem@din,as this highlights the vehicle class
relevant to the registration, whether'it is an exempt vehicle or a special type.

Q52: What advantages and dis@dvantages©f letting NZTA use historical RUC rates when
carrying out an assessmentg

This would appear to b€ a'rational degision as the nature of what is considered as evasion
within the transportiindustry hassehanged drastically since the introduction of the 2012 act.
Purposeful evasionseally only exists within the light diesel vehicle users over running or
deliberately alteking distance recorders (odometers). Hence our submission to consider an
alternative regime for light'vehicles.

Q53-Q57 relate to\alternative fuels including Ev’s: Our submission is to remove them from
the RUC reginne,

Q58-Q64 relate to offences and penalties: Our submission is that they are currently
proportionate for heavy vehicles users, where the system fails is the inability for NZTA to
rectify the issues with light diesel vehicle users and lack of enforcement on light diesel
owners. That is why a different regime for light vehicle is warranted.

Q65: What other improvements do you think are needed in the RUC system?

The system requires modernisation and simplification to reduce compliance costs for the
regulator and the transport industry.
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Q66 relates to EV’s, our submission is to remove them from the RUC regime and develop an
alternative taxation based upon motive power.

Q67: What advantages and disadvantages of our proposed approach to classifying vehicles
with 8 axle configurations?

The proposals appear logical, however there are discrepancies in the VDAM regulations
relating to 7 axle combinations with a first to last axle spacing of 16.8 metres that could
achieve 45 tonne as of right but are actually limited to 44 tonne due to a short 2-7 axle
spacing. This is only apparent when taking the first to last principle into consideration
between axle groups, and appears to have been missed by the drafters of the VDAM
regulations 2016.

Q68-Q73 relate to light vehicle distance recorders. This is a very problematic area as there
are some very technological based systems that are very difficult toxdétect that have been
fitted to a light vehicle to deliberately disguise the true odometer\eading. An inspection by
a WOF or COF inspector is visual only, so they are unlikely to discever any tampering, that is
why our submission is that light vehicles be removed from the RUC regime.This would
eliminate distance-based evasion by light vehicles.

Q74-Q76 relate to records kept by an operator and.introduces<the notion to make and retain
based records:

In reality not all transport operators will have weight-based records or that they are
inaccurate. The reasons being not allommodities carted are weight based, but volume
based, load based or dictated by glstomér requirements, a classic example being JAS
measurements for exports logs(theoretical'vo.ume based on smallest end diameter, log
length and sweep). These can be.inaccurate,and conversion to an accurate weight is
problematic.

To require companiés to make speecific records just for NZTA RUC compliance would be
onerous and expensive, as weigh\bridge fees vary. Also, there is no legislation that requires
a vehicle tarelweight to be‘accurate, this was removed under the transport services
licensing amendments. So‘éven if a weight was recorded the likely tare weight of the
carrying vehicle is likelyto be incorrect.

We would alse challenge the notion that weigh based evasion is an issue, as the NZTA made
redundantthe Economic Compliance Unit shortly after the introduction of the 2012 RUC
act, undénthe belief that weight based evasion was no longer possible. One must question
why this proposal is even included in the consultation document as it’s an outdated view.

As highlighted previously, if the RUC bands were wider then there is no requirement for
weight consideration unless operating above legal maximum weight would be required. This
could easily be a requirement of operating on a permit, to keep accurate weight-based
records.
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Q77-Q79 relates to third party records for assessment.

Our submission is that NZTA have sufficient powers to require documents and records for an
assessment to be made with existing terms of when third party records can be obtained.
The consultation document proposer assumes evasion is still prevalent, however, there is
nothing to suggest other than light vehicles, that evasion still exists. In relation to light
vehicles, it is distance-based evasion not weight that is at issue, if they were removed from
the RUC regime then this would no longer be an issue.

Q80-Q82 relates to requirement to carry a RUC licence and is covered in earlier submission
regarding the display of licences.

Q83, Q86, Q87 & Q88 relates to vehicles operating on the road for maintenance or repair
and all terrain tyres.

We would submit that there is sufficient exempt classes of vehicles (from registration and
licensing) which should mean they are also exempt if travellingunladen to.and,from a place
of inspection or repair, this could however have a limit on,the distance allowed to be
travelled on the road i.e 50kms. This limit aligns with thelegbtok and\woerktime regulations
on class 2 vehicles exemptions to maintain logbooks

In relation to all terrain cranes, they are problematic.due tofthelinfluence of the VDAM rule
and the RUC weight calculated, and it is imptactical to convey-them via transporter to site.
So therefore, we would submit that they have.a nominated RUC weight set by the agency
that relates to their actual on road weight in a specialtype category with consideration
given for number of axles. These y€hicles will already operate on an overweight permit in
many instances and hence the/RRUC'pdrchased'must equal the permit weight.

Q84 & Q85 relates to the 20-day time,limit for reviews:

This in our view is a futilé,exXercise as the reviewer is not able to consider how an
assessment has béen defived, anly whether the NZTA has followed its own policy which is
often poorly administered, and so'therefore they are not viewed by industry as an
independent assessment

There is an issue in'the time it takes for NZTA to issue an assessment as this is conveyed via
standard post oftemarriving only a matter of days prior to the expiry of the 20-day limit, this
should be extended to 2 calendar months to allow for delays and seeking information from
the NZTA.

Q89: What other technical amendments should be made to the RUC Act, its regulations or
the rules, and manuals that make up the RUC system?

There are many flaws in the current RUC system, our submission is that NZTA work with he
whole of industry to define the many issues and create a legislative framework that works
efficiently and fairly and reduces the cost of compliance for industry and the regulator.

Submission Ends.
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EROAD
Submission on Driving Change: Road User Charges System Review

22 April 2022

Ministry of Transport
C/o RUCConsultation22@transport.govt.nz

RUC System Review discussion document

INTRODUCTION

EROAD is a technology company specialising in regulatory vehicle telematics, providing services in
New Zealand, Australia, and the United States. We appreciate the opportunities to participate in
this review.

Representatives of EROAD are available to speak on the submission at yout canvenience.
ABOUT EROAD

EROAD believes every community deserves safer and more sustainable roads that are sustainably
funded.

This is why EROAD develops technology solutions that’erfable the bétterimanagement of vehicle
fleets, support regulatory compliance, improve drivéxsafety, andreduce the social, economic and
environmental costs associated with driving and,roads:

In 2010, EROAD became the first supplier of eleetronic Read User Charges (eRUC) services in New
Zealand. Today we support our customers in‘tracking@ndimanaging over 100,000 vehicles on New
Zealand’s roads and worksites, and ahothew100,006%across North America and Australia.

EROAD offers a broad suite of products whichJeterage our in-vehicle hardware to support safe use
of the roads and optimised yehic’ewse by our customers. We supply an electronic logbook in New
Zealand that provides a rébust and sectre’method for meeting worktime and logbook
requirements. We alse provide valuable,data, analytics and insight to universities, government
agencies and others whoésearchyplan or evaluate transport network performance.

EROAD (ERD)'is Jisted on the NZXand ASX, and employs over 600 staff located across New
Zealand, Australia and North America.

If you would like to know more about EROAD, you can visit https://www.eroad.co.nz/

ABOUT OUR SUBMISSION
Our subkmission comprises two parts:

e ageneral commentary (pp2-4)
e short responses to some of the questions presented in the discussion document (pgs on).
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EROAD
Submission on Driving Change: Road User Charges System Review

GENERAL COMMENTARY
A system review must look and influence beyond the RUC Act

The Road User Charges Act 2012 (the RUC Act) provides the statutory basis for the road user
charges (RUC) mechanism. It is not intended to be all things to all situations, but to provide a good
tax instrument — one part of a system of laws that define, resource and govern the land transport
sector.

We consider two important principles for any review of the RUC system to be that:

e It preserves and enhances RUC as a good tax instrument —i.e. use-based recovery of a fair
share of costs imposed by vehicles.

e Itleverages or amends, as appropriate, the functions and capabilities of the wider land
transport system to do those things that sit beyond the RUC tax instfument.

eRUC and regulatory telematics are still evolving and are not readyformandating

Although eRUC has been operating for ten years, and telematics systems have been around even
longer, the ground has not been prepared for them to be mandated into universalservice.

The current ‘standard’ electronic-RUC (eRUC) system is.designéd for operators with complex RUC
management and compliance challenges. These regulatediminimum requirements for these
systems impose minimum costs that are too highfor ther to deliver a positive return on investment
for many small operations.

e Therequirements for electronic distance recorders{EDRs) should reflect what is ‘fit-for-
purpose’ for the nature of thegsejuser. Lower specification systems — e.g. no location
recording, no integral display;dessfrequent data uploads — should be enabled to serve
simpler or lower revenuelrisk'yse cases:

The current Waka Kotahi ackiénd’ of databasés and so on lack appropriate, modern interfaces to
enable the benefits of existingstelematics systems to translate into improved access and use of the
network. This placesa‘eap on the publie»nd private returns on investment achievable from current
systems and suppfesses,demand, frem operators, for further innovation from system providers.

e Complexoperatiofispwhére heavy vehicles change between types by dropping and adding
trailers, sometimesiworking within general access weights and sizes and sometimes over
these on pe(mits) should be able to take advantage of their telematics systems to: access
real-time permits; track operating configurations and conformance with conditions,
itemising'the distances and netting out relevant off-road distances; and post-pay for
trips/journeys.

o (Fleats'that earn the right to post-pay for their RUC on a periodic basis should be able to
reconcile the whole fleet in one transaction, receiving one invoice (instead of the current
case where they receive two invoices per transaction per vehicle).

e Alltransport documents should be able to be purchased, endorsed or renewed
electronically.

The current eRUC regulatory framework assumes a ‘one business does everything’ model, where the
electronic system provider (ESP) provides the EDR, the underlying platform/system, the agent
services on behalf of Waka Kotahi, and the agent services on behalf of the road user/operator. The
model fails to capture component suppliers, who are free to supply unregulated ‘electronically-

EROAD | Page 2 eroad.co.nz



EROAD
Submission on Driving Change: Road User Charges System Review

assisted’ RUC services, while also failing to position the wider regime to take advantage of
competition to supply components, consolidate and specialise agent services, and so forth.

Noting that the legislative process is likely to take 2-3 years to bring about a restructuring of the
eRUC regulatory regime:

e Responsibilities within the eRUC system should be segmented and stratified to reflect the
possibility of entities only performing or supplying selected things — but with consistent
minimum standards of performance applied for each thing or class of thing.

e The definition of an EDR should not be based on who supplies it (currently an ESP) but on it
being certified as meeting the minimum functional requirements of a distance recorder.

This review presents an opportunity to think about the whole regulatory technology ecosystem,‘as
illustrated below.

Land transport regu.farory technology ecosystem

Eqmpment IE] Electronic

provider(s) Regulator(s services
& (=) agent(s) .% @
) ah
Y Customer(s)
App;’scftware ———
provider(s) ] ‘) 80 @
' ._ - ‘ - CSam
LS ] I l Driver Operator(s) Partner(s)
- Rolad : / Carrier(s) —
Platform manpgers i B e
provider(s) : 1 1 8 -
: | E; g 1
i Powéredwehicle / Trailer(s) 4
i | | Supplier(s)
' Shortaansé ICT serfiges !
fo | EED Al
Sensors P' ______________
. .8 . Other chain of
@ Interface : n;field responsibility
E] Processors _ enforcemént pEII"t.IES Global ICT services
B Dpata/records | | 4 A @

It may be that the most appropriate place to locate the regulatory framework for such an ecosystem
is outside of the RUCActs most probably in the Land Transport Act 1998 — with the RUC Act
focussing on the detail specific to RUC, including defining the relevant chains of responsibility that
can drive RUC pon-eompliance.

E-logbooksafe ready for mandating, but are not optimally regulated
Electroniclogbooks (e-logbooks) are ready to be mandated.

They are app-based, so do not need specialist equipment, just a personal smart device. They are low
cost to run. They avoid many of the shortcomings of paper logbooks, especially the ability to create
a truly unique, indelible record of declared worktimes. They offer advantages of being able to
prompt drivers and actively support compliance.

However, e-logbooks are currently constrained by the need to mirror paper logbooks and not
impose obligations on e-logbook users that exceed the obligations on paper logbook users.
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e Thought should be given to the most logical set of requirements for users of e-logbooks
once the constraint of the paper system is removed.

E-logbooks are authorised and regulated using Waka Kotahi’s discretionary powers relating to
approving alternative means of compliance. This has worked well, but it does not offer the same
level of certainty and assurance of consistency that the ‘code of practice’ approach used with eRUC
offers.

e Thought should be given to establishing a common framework for regulating compliance-
supporting technologies (including but not limited to eRUC and e-logbooks), extrapolating
from the eRUC framework and the lessons that can be learned from its ten years of
operation. For example: limiting statute and regulation to defining purposes, outcomes and
performance requirements, and delegating matters of *how’ to codes of practice co-
produced with industry and issued by the regulator.

Regulation needs to be underpinned by appropriate ‘info-structure’

Regulatory compliance and regulatory management depend on go6d,information. The
requirements to create and retain records need to reflect who has poweér in the system to create or
subvert regulatory outcomes, and what information is needed,from,and ab©out th€m to monitor their
behaviour and demonstrate compliance.

e Chain of responsibility obligations should be.wpdated and<larified in land transport
legislation, with information and record k%eping requirements then consistently extended
and aligned.

Exemption policies need to be supported'with more, not less,"information. The current exemption
powers tend to result in the exempt véhicles/disappeating from view. Where the exemption applies
to a small number of vehicles this is.net such a problem. However, the electric vehicle exemptions
show the policy problems createdwhder the currént framework when applied to a large and growing
class of vehicles.

e Term-limited, large,seale RUC'exemptions should be enabled through a ‘zero-rate’ licence,

so that distahcevecords are'still created for the exempted vehicles, and this uptake data is
available.tosupport any monitoring and evaluation the performance of the policy.
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RESPONSES TO OTHER QUESTIONS
Section 1 Should there be changes to Fuel Excise Duties (FED) settings
e Yes.

e  Relativities should be maintained between the land transport revenue drawn from light RUC
vehicles and that drawn from other light vehicles, to ensure all road users pay their fair share
towards maintaining and improving the road network.

e Asthe ETS component of the fuel price increases, the temptation may be to off-set some of the
road tax component against this. In principle, this is a bad idea as it undermines both
transparency (a subjective judgement must be introduced to the already complex cost
allocation model) and the integrity of both policies (user pays for roading and polluter paysfer
emissions).

Section 2.0 Using RUC to collect more than just direct costs

Question 1. What are the advantages and disadvantages of using RUC torecover more than the direct
costs of building, operating, and maintaining the land transportsystem?

e RUC‘'works’ for costs that scale according to road use, . e Avhere there is a direct relationship
that can be drawn. ‘Direct’ is usually used to referto constructienjoperation, maintenance and
renewal costs. However, the current system alceady‘fecovers expenditure on less direct costs
such as congestion (through public transportsubsidies)fandenvironmental and amenity costs
(through remediation costs in improvemeht p'ojects). Thecurrent basket of costs illustrates
that the direct-indirect distinction ishotentirely accurate or helpful.

e RUCshould be used where the thingsit is basedvon'measuring truly reflect the effect being
priced or charged for. Wheré.arnother mechahism exists for the output/outcome of interest,
then that other mechanisfshotld be used

e Forexample:

a. Carbén/greenhousegas (GHG) emissions are best priced via a charge on the fuel. On
the other hahd, particulates could be surcharged via a RUC rate reflecting distance
travelled andiengine standards (e.g. no charge for a Euro VI standard vehicle,
reduced'charge for Euro V and so on).

b. ,Congestion charges are best priced via tolling methodologies that take account of a
vehicle actually being at a location of interest, at a time or circumstance of interest.
(In some use cases eRUC systems might provide a means for tracking liability, but
this is about using the equipment, not building the toll into the RUC rate).

Question 2. If RUC should not be used for recovering more than road costs, what alternative approach
might be appropriate for recovering those other costs?

e Asperthe examples set out in response to question 1, constraining RUC from “recovering more
than [direct] road costs” would be a retrograde step because it undermines the pragmatic

flexibility that already exists within the regime.

Section 2.1 Including externalities in the costs considered in setting RUC rates
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Question 3. What advantages and disadvantages are there to considering externalities when setting
RUC rates?

e Seeresponse to question 1.

Question 4. If externalities were to be considered, what criteria could be used to determine what
externalities should be taken into account in setting RUC rates?

e Seeresponse to question 1.

e RUCis forroads. If the National Land Transport Fund (NLTF) is not being used to fund a cost
associated with an externality, that externality should not be priced via the RUC pricing
mechanism.

e  The RUC collection mechanism could be usable in some cases, e.g. whefe eRUC can substitute
for location-based systems, but the associated charge should be clearlyseparately,identified,
and not ‘disappeared’ into the RUC rate.

Question 5. If externalities were to be considered, how should these costs'be set?

e Ifthisrelates to a generalised approach to pricing, thefi costs would be based on budgeted and
projected expenditure, apportioned across users viaithe cost allocation model (CAM).

e Ifthisrelates to deliberately influencing behayiour, t6 reduce a negative effect by attaching a
price to it, then prices should be related to delivering thé desired level of performance, not
‘cost’. RUC is unlikely to be responsive enough to be the appropriate mechanism for passing on
these kinds of prices.

Question 6. Would charges for externalitiessbe in addition‘to the current form of RUC, and potentially
used to address the externalities directly, or be a‘eorépart of total land transport revenue?

e Revenues generated By pricing extérnaliti€s are likely to be over and above revenues collected
to address the costs ofroad weafand improvement, even if substituted for them. The surplus
should not be seenas necessarly*belonging’ to the transport sector. It might be better
understood asfunding to shiftunderlying drivers or harmful consequences of the externality in
question

Question 7. How would vehicles not paying RUC be affected?

e The rate of fuel excise duty is already pegged to the RUC rate for a light RUC vehicle. To the
extent thatany externality charge is added to the basic per kilometre rate for a light RUC
vehiclg, this will (assuming relativities are maintained) also be reflected in the per litre rate of
taxed fuel.

Section 2.2 Including impacts on greenhouse gas emissions when setting RUC rates

Question 8. What are the advantages and disadvantages involved in changing the purpose of the RUC
Act so that climate policy generally, or greenhouse gas emissions specifically, can be considered when
setting RUC rates?

e The RUC Act gives effect to choices made within the frameworks established through the Land

Transport Management Act 2003 (the LTMA). It establishes the charging mechanism. While
the RUC Act provides RUC with a cost recovery purpose, cost is defined by the LTMA. If the
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charging or investment parameters that define what counts as a cost were to be changed, the
LTMA would be the correct place to do so.

Question 9. What advantages and disadvantages would there be if there was an explicit requirement to
consider RUC exemptions as part of the development of the Government Policy Statement on land
transport (the GPS)?

e  Because of the complexity involved in setting RUC rates, exemptions cannot be seen as
genuinely transparent. Generally, the people who lose out and have to subsidise the costs of
the exempt parties do not, as individuals, incur a noticeable loss, even though as a class this loss
adds up to millions of dollars annually. Exemptions are a way of hiding costs and turning
actually pricey change into a political free good.

e  Since most policy motives for widespread exemptions have no relationship to issues of road
wear, operations or improvement, exemptions are also usually not thesmost effective leyerfor
the intended policy goal because the point of saving does not relate o thetrue determifiants of
cost. The exemptions for electric vehicles are good examples, as;the/main constraints on uptake
relate to capital costs which would be more directly addressed’through purehasésubsidies
and/or changes to depreciation rates.

e Inconsequence, requiring the GPS to actively consider the Use of a,;second-rate instrument
seems contrary to good or principled public policyffraking.

Question 10. What are the advantages and disadvantages of enabling consideration of greenhouse gas
(GHG) emissions when setting RUC rates?

e There are no advantages to using RUC te manage,an\issue associated with fuel, especially as
fuels are already specifically subjéct te,an equivalentimechanism (FED). It is worth noting that
the excise regime is perfectly.capable’of treatingdifferent fuels differently for rate-setting
purposes, and already does so?

Question 11. How should the RUC rates e set'for vehicles that could use more than one fuel and these
fuels had different greenhoUsegas emissions?

e Taxshould be'attaghed to the fuel. RUC rates would then be unaffected.

Question 12. What advantages.and disadvantages are involved in using NLTF revenue to reduce carbon
emissions rather thanforegoing RUC revenue?

e Using NLTFrevente to reduce carbon has the benefits of transparency and honesty. It provides
opportuniti€s to test whether the expenditure should happen at all through transport budgets.

e  Exémptions do not forego revenue. They either force the burden of tax to pile up more on non-
exempt users, or they drive a degradation of services that gets recognised in increased vehicle
maintenance costs. In the US these costs have, on average, been roughly twice what would
have been needed in road maintenance taxes to avoid the road-caused damage, so there are
economic efficiency reasons not to over-use exemptions in addition to the equity ones.
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Section 2.3 Including fuel type, origin and blend in RUC rates

Question 13. What are the advantages and disadvantages with the source of different fuel types being
included in RUC calculations (separately from the direct climate impacts of the fuel used)?

e There are no advantages. The principle should be that, if the carbon composition of the fuel is
the issue, then apply a carbon price to the fuel.

Question 14. What are the advantages and disadvantages with the environmental effects of different
fuel types being considered in calculating RUC rates for vehicle types?

e There are no advantages. The principle should be that, if the carbon composition of the fuel is
the issue, then apply a carbon price to the fuel.

Question 15. How would fuel supply chains be verified?
e They would not. This micro-management is a natural consequence of taxing atthe wrong point.

Question 16. How could we ensure that, if different fuels are available (forexample mineral and
biodiesel, or hydrogen from different sources), only approved fuél types were used'bythe RUC vehicle?

e Youdo not. This micro-management is a natural consequehce of taxing at the wrong point.
Section 2.4 Any other feedback

Question 17. How else would you change the séttingiof RUC to eqsure it is adaptable to future
challenges?

e The rate-setting mechanism is alreadyflexible andiadaptable. Its strength is that it is focussed
and is not intended to be al things't6 all situatiens.

e Note that RUC and eRUC miechanisrhsaredifferent to RUC itself, and it may be the
mechanisms may be‘able 0 also«doéther jobs.

Section 3.1 Reviewing the requirements for eRUC

Question 18. Whdt are theadvantdges and disadvantages of mandating eRUC for heavy vehicles?

e Mandating eRUC willtreat all heavy vehicles the same. However, that will not be equitable. Not
all heavy vehicles are in commercial use. Not all businesses with heavy vehicles have complex
RUC needs andfor pose particular risk to the RUC Collector.

e Mandating is an unsophisticated, one-size-fits-all approach, that should be avoided in favour of:

a. establishing incentives to encourage uptake, including post-payment, easier access
to permits etc

b. allowing ‘lower specification’ eRUC services for lower risk operations.
Question 19. What vehicle types should or should not be required to use eRUC?

e Thisisthe wrong question.
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e  Betterto ask, what are the minimum standards for information and evidence needed from
participants in the land transport system when seeking to do various things. From this it can
then be determined when eRUC is a useful part of the road user’s compliance solution.

Question 20. How would phasing-in of eRUC for the heavy vehicle fleet be best accomplished?
e By providing choice and real regulatory benefits and incentives.

Question 21. Are the existing requirements for eRUC devices reasonable if the technology was to be
made compulsory?

° No.

e The requirements mean eRUC systems are overly capable and expensive for a good proportien
of road users. Operations that use eRUC are also unable to get a full retdrn on investment from
their systems because the regulator is not equipped to participate ima digital requlatory
ecosystem.

e  Lower risk compliance cases should be defined, and bespoke performanceé standards developed
for these. The technology industry and the target road users'should then.have time to evolve
and deploy lower cost fit-for-purpose solutions beforg'the question of mfandating is revisited.

e Waka Kotahi needs to upgrade its back-office systems and depleysa full suite of digital
regulatory offers that leverage the technology-alteady in ar propagating across the higher risk
fleets. Time needs to be allowed for this to happen andto reveal how much more demand this
incentivises before mandating is revisited.

Question 22. What alternative technological modelsshould we be exploring for eRUC?

e Verysimple RUC scenarios -reqular distaneé purchases for private light vehicles (‘family cars’),
no off-road claims, no refUnds*=should be able to be served by Waka Kotahi via an app-based
direct relationship with individual payers=The warrant of fitness/vehicle inspection process
provides the backstopforthis that means New Zealand can avoid the heavier technology
solutions beingstrialled and used ifithe United States.

Question 23. Howwould making eRUC mandatory affect your business?

e AsanESP EROAD would likely be exposed to greater reqgulatory demand for information (in
exchange for the ‘benefits’ of an expanded eRUC market) and greater commercial risk due to
demand frem lewer value or higher risk customer segments.

e  Atpresent, unlike other RUC agents — and overseas equivalent entities — ESPs are not
compensated for the additional costs imposed on them by the regulator. Mandating would
likely.drive these costs up. The regime would need to be recalibrated to place servicing the
regulator onto a financially sustainable foundation.

Section 3.2 Using eRUC devices to improve road safety

Question 24. What are the advantages and disadvantages of mandating integrated telematics
solutions that could support improved productivity and safety compliance, either as part of eRUC
systems or as standalone devices?

e  Seeresponses to questions 21 and 23, above.
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Question 25. How can privacy concerns be managed if we are going to make greater use of eRUC data?

e “eRUCdata” istoo general a term. Generalised provisions for appropriating data should be
avoided. The RUC Act talks in terms of ‘RUC information’ and other specified records, and
generally requires the requesting agency to have formed a view that justifies appropriating
information and records. This precision is an important protection for businesses and
individuals.

e Assuch, the current provisions for handling RUC information are adequate, especially when
nested within the wider framework of the Privacy Act et al. ESPs have proven perfectly capable
as intermediaries, both in protecting the privacy of customer data, and efficiently supplying
information to support investigations and enforcement action in response to duly empowered
requests by regulators.

e  Waka Kotahi already holds, in its own right, a lot of RUC information, iricluding RUC trapsaction
histories by vehicle. Some data requests, denied by ESPs, appear tohe'attempts to devélop
screening information that the regulator should have been able to\dévelop from its own
sources, had the investment been made in building an appropfiate analytical platform.

Question 26. What, if any, changes in costs would additional requi‘ements to‘allow€RUC devices to be
used to support improved productivity and safety compliancé place-on users, eRUC devices and eRUC
providers?

e eRUCdevices are already used in a variety ofwaysito support different safety or productivity
enhancing use cases. The current requirements for an @RUC'device mean that it is a highly
capable unit, well suited for wide range of regulatoryand non-regulatory tasks.

e  Costs scale according to the sum/of.thefunctienalitysand services a customer wants from their
equipment. In assessing, andwitiatély providing clearance for, the application for EROAD to
acquire Coretex, the Commerce Commissiof noted that competition appeared to be healthy in
the telematics market, with’ne reasonito assume prices were or would be unfair.

e Assuch, the biggest costthurd|le inthis space is the opportunity cost (i.e. unavoided compliance
cost) of not beifig ableto bring the full functionality of existing systems to bear on meeting
regulatory requiremients, and not receiving the access and efficiency benefits of being able to
demonstfatereal-time compliance.

Question 27. What arethexadvantages and disadvantages of enforcement authorities having greater
access to eRUC data for enforcement of logbook requirements or other on-road enforcement tasks?

e Itis notlear what the actual problem is.

e  The example provided, which notes the constraint imposed by section 65(3)(b) of the RUC Act,
is presénted out of context. That section basically says the records referred to may not be used
for worktime and logbook enforcement, except to the extent that they are also required to be
kept for that purpose by Part 4B of the Land Transport Act 1998 (LTA). This includes the
relevant logbook entries, which include the identity of any RUC vehicle being used to which the
time entry relates. If there is an inadequacy in the information and records to be created by the
logbook, the LTA delegates authority to set, and amend, those requirements, to the land
transport rules.
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e Asageneral principle, it would be better to provide specific and bounded authority to access
data in the appropriate Act or rule rather than create a blanket provision in the RUC Act, i.e. fix
the issue at source rather than weaken the privacy protections of the RUC Act.

Section 3.3 Enabling partial RUC rates for vehicles that also use a fuel subject to fuel excise duty

Question 28. What are the advantages and disadvantages of allowing the RUC Act to set partial RUC
rates to recognise FED paid by dual-fuel vehicles?

e  Apartial rate sends mixed signals and increases the chances of the actual tax paid getting out of
step with paying a ‘fair share’. It offers no benefits that cannot be delivered in a more straight-
forward way by some other means, e.g. paying a full rate of RUC and claiming a refund on the
FED component.

Question 29. According to what criteria should partial RUC rates be determined?
e  There should not be partial RUC rates.

Question 30. Should operators of dual-fuel vehicles with a reduced RUC rate still be able to claim a full
FED refund if they used more fuel than the average?

e Thelogic of a partial RUC rate is that the remainingstaX.cost per.distance travelled is met from
any FED paid.

a. The user of a dual-fuel vehicle shieuld be regdired,toreconcile tax paid across all
sources against distances travelled, and eitherxeceive a refund or tax invoice to
adjust for any over- or updér-payment.

b. No other approach isfair,

c. Noting that thismaySeem@©Gnetous or cumbersome, the better alternative is to
charge a full raté of RUGand.allow the road user to seek a full FED refund.

Section 3.4 Enabling partial RUC rates:for low emission vehicles after light EV RUC exemption
ends

Question 31. What are the advantages and disadvantages of enabling partial RUC rates to help
transition exempted vehicles'to full RUC rates?

e  These vehiclés stillimpose road wear costs. The only benefits are private benefits of receiving
subsidized read use. The disadvantage is that continuing a discount preserves inequalities in
exchargesfondiluting an already weak incentive.

Section,3.5 Exempting certain types of vehicles and vehicle combinations from RUC

Question 32. What are the advantages and disadvantages of the heavy EV exemption being extended
for more than five years?

e Extending the exemption provides private benefit. However, operating subsidies are less
effective incentives than lowering capital costs of uptake.

e Five years seems arbitrary. Rather than being time-based, any extended exemption period
should be premised on achieving measurable policy goals. From this it would be easier to
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determine whether RUC exemptions are necessary and/or sufficient to, and/or effective at
advancing the policy intent.

Question 33. How would extending the end date be effective in encouraging the uptake of heavy EVs?
e Seetheresponse to question 32.

Question 34. Should the current exemption be extended to 31 March 2030 to encourage the uptake of
heavy electric vehicles? Would an alternative date be better and why?

e Seethe response to question 32.

Question 35. How would exempting vehicle combinations where the motive power is from a véhigle
exempted from paying RUC encourage the uptake of heavy electric vehicles?

e Seetheresponse to question 32.

e Theimpact of operating in combination and at higher weights is reflected in.the RUC charged
against the powered unit. As such, exempting the poweredunit in any such’combination
already delivers a discount across the whole load.

e Seekingto also exempt the trailer(s) adds a significart layeriof complexity to the monitoring
and assurance process as the same trailer can be pulleddy multiple trucks over the course of a
day, week or year.

Question 36. What safeguards would we need to ensurethat only trailers towed by exempted vehicles
were able to be exempted?

e eRUCdevices as per current staridards’should have to be mandatory for all elements within the
combination in order to access the disceunt for the trailer. In this way, with some development
work, the trailer would‘’then be ableto be categorically paired to the towing vehicle, with the
towing vehicle’s status then (a%thetising’ the discounting of the road travel undertaken by the
trailer while if\its’company.

Section 3.6 Charging RUCfor eléctric and diesel vehicles with a Gross Vehicle Mass of less than
one tonne

Question 37. What'areithe advantages and disadvantages of subjecting road registered very light
vehicles that afe ot powered by petrol to RUC, or a higher annual licence fee, for travel on public
roads?

e Allxoadusers should pay their fair share. Lighter vehicles still take up space and benefit from
the capabilities and services met through common costs.

e Ingeneral, averaging and using licencing fees creates cross-subsidies and inequities. However,

if the sums involved are small enough, then this simpler/low transaction cost methodology may
be most fair and efficient.
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Question 38. Under what circumstances should ATVs and motorcycles primarily designed for use off
road be required to pay RUC, or a higher licence fee?

e Allroad users should pay their fair share. Infrequent road users still take up space and benefit
from the capabilities and services met through common costs.

e Ingeneral, averaging and using licencing fees creates cross-subsidies and inequities. However,
if the sums or risks involved are small enough, then this simpler/low transaction cost
methodology may be most fair and efficient.

Question 39. What principles should we use to determine a RUC rate, or higher annual licence fee, for
motorcycles and mopeds?

e The CAMis perfectly capable of calculating a fair rate for any vehicle type. As a matter of:
academic curiosity, for example, it has in the past been used to calculaté the RUC owed on'a
bicycle.

e Usingasingle, common methodology across all vehicle typesd$iessential to.minimising
distortions and inequities.

Question 4o0. Is having a GVM of less than one tonne an app/opriate cut-off poift for treating ATVs
separately? If not, what is an appropriate cut-off point orethér way of defining these vehicles for RUC,
and why?

e Seethe response to question 37.

Section 3.7 Exempting low emission vehicles from RUC based on distance travelled

Question 41. What are the advantages.dnd.disadyantages of a distance-based rather than time-based
exemption to RUC for EVs?

e Adistance-based exernptign is sup€riorin€very way to a time-based one:
a. It provides certaintytasto when the vehicle will need to start paying RUC
b. /1t educates the owner in monitoring distance travelled

c. lItcreatés apaseline distance measurement that the requlator/RUC Collector can
refefence

d.< The distance threshold can be set to mimic a time-based limit reflecting average
distances travelled

e. Consistent with traffic demand management goals, in effect it puts a price back on
the exempted road use.

e  The beneficiaries may see the need to undertake compliance activity onerous. However,

perpetual freedom from compliance hassles is not part of the stated policy informing the
exemption so, while perhaps unfortunate, this is not strictly relevant.
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Section 3.8 Adjusting the overweight permit regime

Question 42. What changes should be made to section 12 of the RUC Act to improve the overweight
permit regime?

e Section 12 is complicated because the underlying challenge — striking the right balance
between consuming and protecting roads — is complicated.

a. General access mass-configuration limits exist to define the ‘normal’ point of
balance, i.e. where standard usage will more likely ensure that the road degrades
over a planned timeframe consistent with maintenance and renewal plans.

b. Some form of permitting for operations above general access limits is then necessaly
because there are legitimate cases for exceeding general access limits, and using
permits enables risks to be managed and data (on additionalwear and teat onroads
and structures) to be gathered to better inform plans.

c. Hlicences reflect a kind of middle ground, where standardised ovérweight tasks can
be dealt with in a less bespoke manner, more akin to geéneral access while still
capturing the risk monitoring data.

d. Accepting this, section 12 does a good jeb. of providing a'framework for managing
the RUC dimension of overweight journeys

e. However, section 12 does not anticipate charges\to, from, and between H licences
being a normal or frequent behaviour, and thisiis reflected in how the operational
approach has been design€d\or, more_likely,"allowed to remain.

e  The more significant problem with’overweight permitting is that the whole operational
approach is premised on assumptions derivedfrom paper-based and manual systems. The
approach is not equippedite,také advantage of, or let road users take advantage of, the vast
quantities of relevant/datanow available.digitally.

Question 43. How would,other potefiial-changes in this discussion document, such as greater use of
eRUC, assist in the'qvérweight permitting process?

e There needs to be a definitive, authoritative register of the carrying capacity of every road
segment and strycture{ and of the conditions that must apply to any vehicle or combination
proposing to exceed that carrying capacity. Operators should be able to input a proposed
journey — origin, destination, vehicle configuration, and load — and receive a conclusive
statementiof the allowed route and associated conditions, including the applicable RUC.

e Vehiclesand combinations with the appropriate technology should be able to receive instant
approval subject to actually using that technology for real-time monitoring and reporting. An
operator in good standing, however defined, should be able to pay the difference for those
kilometers run overweight and in different configurations, after the journey, without concern
for creating a record in advance of expected type changes in the motor vehicle register.

e  Generally, current eRUC systems can be readily adapted to provide the monitoring and
reporting required in the scenario alluded to above. Depending on the nature of the conditions
that might apply, additional sensors may be needed (e.g. to monitor and manage mass limits);
however, these integrations represent a relatively mature set of practices and technologies.
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