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Minute of Decision

This document contains information for the New Zealand Cabinet. It must be treated in confidence and
handled in accordance with any security classification, or other endorsement. The information can only be
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Land Transport Revenue Action Plan: Time of Use Charging

Portfolio Transport

On 8 July 2024, the Cabinet Business Committee:

Background
1 noted that:

1.1 travel times in New Zealand’s major citiés/are worse'than in similar Australian
cities;

1.2 charges based on time of use havedhe poténtial to improve network productivity, but
this is not currently enabled inlegislation;

Policy decisions

2 agreed to enable time of ¥se ‘eharging.sehemes to increase network productivity by
sustaining traffic flow,/With traffie-floew being a combination of travel times and trip
volumes;

3 agreed that time ofise charging schemes be enabled by way of Order in Council, where

recommended by the-Minjster of Transport, who must be satisfied that a proposed charging
scheme will'improvenetwork productivity and contribute to an effective, efficient, and safe
land transport system in the public interest;

4 agreed that:

4.1 one or more local authorities can initiate a time of use charging scheme, and that
other local authorities in the region can opt in, giving them influence over scheme
design and how net revenues are allocated;

4.2 a time of use charging scheme may be proposed by the Government through the New
Zealand Transport Agency (NZTA), as a backstop measure;

5 agreed that after initiation, a charging scheme partnership be tasked with the development
and operation of the charging scheme, consisting of the local authorities that have opted in
and NZTA as the majority partner, except for the allocation of net revenues which shall be
agreed by the Minister of Transport and the local authority members of the partnership;

6 agreed that the cost of proposing and establishing a charging scheme be recovered from
charging scheme revenues;
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7 agreed that NZTA will lead the development of a single technological system to enable time
of use charging which can be utilised across New Zealand, with the costs of this system
being the first priority for any revenues raised from the scheme;

8 agreed that time of use charging schemes set out:

8.1 the scheme area, initial charging area, target service levels, the operating hours
within statutory limits, and the charging range within which the target service levels
will be achieved;

8.2  the method of charge collection and billing, and the approach to extension of charges
within the scheme area if any;

8.3  the charging structure by times and vehicle types, the frequency in which charges
will be adjusted within the maximum charge, and the proposed approach to adjusting
the maximum charge over time;

8.4  an investment approach setting out the types of land transpett activity to be
delivered, including the proportion of charging scheme teVenues'to:be allocated to
state highways, local roads and public transport, andthe prineiples to be applied in
making those allocations;

9 agreed that charging scheme partnerships must undestake publi¢’engagement to ensure their
scheme design decisions are well informed, incliding at least'one round of public
consultation along the lines of the regional land transpottplan consultation process with all
necessary modifications;

10 agreed that:

10.1  the charging scheme partnership gan‘vary charges within the maximum charge in
accordance with the terms*of th€ charging scheme without public consultation;

10.2  the charging schemevpartnership can vary the service levels, charging area,
frequency oficharge adjustinents, and the investment approach, subject to public
consultation;

10.3  the charging scheine partnership cannot vary the scheme area, maximum charge or
the pfocess for adjusting the maximum charge over time;

11 agreed that charging scheme proposals and variations subject to public consultation include
an impact assessment that sets out:

11.1 sthé¢anticipated impacts on trips on the regional state highway, local road and public
transport networks, and any measures taken in the scheme design to address negative
impacts;

11.2  an assessment of the anticipated distributional impacts, summarised in an analysis of
the costs and benefits, and any measures taken in the scheme design to address

negative impacts;

11.3  asummary of the views of the local authorities within the region that are not part of
the charging scheme partnership, if any;
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12 agreed that revenue from approved time of use charging schemes be:

12.1

used for land transport activities within the region in which the charges apply in a
way that contributes to an effective, efficient, and safe land transport system in the
public interest;

12.2  in accordance with the investment approach set out in the charging scheme,
including measures to enable transfer of funds between land transport providers;

12.3  allocated in accordance with the investment agreement between the Minister of
Transport and the local authority members of the partnership, reported in an annual
financial statement, and recorded in the relevant regional land transport plan;

12.4  allocated in a way that supplements rather than attracts National Land Transport
Fund funding or substitutes for local share funding;

12.5 subject to the duties that apply to approved organisations, including continigencies to
cope with fluctuation in revenues with economic conditions;

13 agreed that there be the following common requirements aeross all charging schemes:

13.1 exemptions for emergency vehicles with no other exemptions or discounts, similar to
road tolling schemes;

13.2 standard privacy and data security proyisions simuar to those for road tolling
schemes;

13.3 standard differential between charges fordifferent vehicle types;

13.4  standard offences, enfore€nient and penpalties, in a similar way to the road tolling
regime;

13.5 common data and révenuge standards to aid monitoring and reporting and enable
consistency with future-charging schemes;

14 noted that NZTA will develop a non-statutory set of standard minimum charging scheme

rules that informrthe deSign and operation of all schemes;

15 agreed that the following powers apply to all charging schemes:

15.1

152

the Sectetary for Transport be charged with ongoing charging scheme oversight and
reporting to the Minister of Transport, with reasonable costs met from the gross
revenues of charging schemes;

the Minister of Transport, in consultation with the Minister of Finance, may:

15.2.1  before assessing a charging scheme proposal against the statutory criteria,
refer the charging scheme back to the charging scheme partnership for
clarification;

15.2.2  after assessing a charging scheme proposal against the statutory criteria:

15.2.2.1  refer it back to the charging scheme partnership for
amendment;

15.2.2.2  refuse to recommend the charging scheme;

15.2.2.3  agree to recommend the charging scheme;
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15.2.3  recommend a change to a charging scheme Order in Council relating to the
scheme area, maximum charge or the process for adjusting the maximum
charge over time, being the matters set out in paragraph 8.3 above that
cannot be varied by the charging scheme partnership;

15.2.4  intervene in a failing charging scheme proposal or operational charging
scheme by appointing a scheme manager to assume the powers and
responsibilities of the charging scheme partnership (similar to the power of
the Minister of Local Government to intervene in failing local authorities);

15.2.5 revoke a failing charging scheme that is not improving network
productivity or contributing to an effective, efficient, and safe land
transport system in the public interest;

Legislative implications

16 noted that the Land Transport (Time of Use Charging) Amendment Bill (the-Bill)has a
category 3 priority on the 2024 Legislation Programme (to be passed by thé\end of 2024);

17 agreed that, given the policy development and drafting required to support the matters
outlined above, the Bill be progressed on a slower track dnd iristead\b€ accorded a
category 5 priority on the 2024 Legislation Programme.(to"procecdito select committee by
the end of 2024);

18 invited the Minister of Transport to issue drafting instrdctions to the Parliamentary Counsel
Office to give legislative effect to the aboy&.deeisionts (including for primary legislation and
any associated regulations), including any/fiecessdry consequential amendments, savings
and transitional provisions;

19 authorised the Minister of Transport to make-further decisions consistent with the overall
policy, provided that any such.decisions.are confirmed by Cabinet when the Bill is
considered for introductiof,

Rachel Clarke

Committee Secretary:

Present: Officials present from:

Rt Hon Christopher Luxen (Chair) Department of the Prime Minister and Cabinet

Rt Hon Winston Péters
Hon David Seymour,
Hon Chris Bishop
Hon Dr Shane Reti
Hon SimeenBrown
Hon Paul Goldsmith
Hon Louise Upston
Hon Judith Collins KC
Hon Mark Mitchell
Hon Tama Potaka
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In Confidence

Office of the Minister of Transport

Cabinet Economic Policy Committee

Land Transport Revenue Action Plan: Time of use charging
Proposal

1 This paper seeks agreement to the policy and issuing of drafting instructions for the
Land Transport Management (Time of Use Charging) Amendment Bill (the bill).

Relation to government priorities

2 The coalition agreement between the NZ National Party and ACT New Zealand
makes a commitment to “work with Auckland Council to implement time.of tise road
charging to reduce congestion and improve travel time reliability”.

3 The Government Policy Statement on land transport (GRS/2024)'states that the
Government will “allow for time of use charging on the{most cengested parts of New
Zealand'’s road network, helping to reduce congestion and maximise use of existing
assets” and “improve travel times and network performance;'reducing overall costs
for freight businesses and their customers” [CAB-24-MIN=0057 refers].

Executive Summary

4 Travel times per kilometre in our major cities are*higher than in comparable cities in
Australia, making them less accessible, less\productive, and less liveable. We need
to lift the performance of our/irban netwerks through a combination of improved
conventional traffic management and'wew charges when networks are subject to
excess congestion to maintain andimprove traffic flow, as signalled in GPS 2024.

5 Time of use charging schemesA€harging schemes) would target the lowest-value
trips on congestedyparts of the'network, freeing capacity for higher value trips. The
charges would vary by time of day (during morning and afternoon peaks only) to
achieve network service levels - travel times and capacity - specified in the charging
scheme? The roads subject to charges within a charging scheme’s footprint could be
progressively extended.

6 Careful design.is needed to avoid shifting trips onto other parts of the network that
are als@’operating at capacity or are not intended to carry significant traffic volumes,
and_to.ensure that there is public support for schemes. Net revenues would
supplement existing regional investment in the land transport system.

7 ©nce implemented, | expect that time of use charging schemes will have a wide
range of positive impacts across our urban areas, improving access to housing, jobs,
and education. Charging schemes will also increase business access to customers,
labour and resources, and lower the costs of freight.

8 The design | have in mind takes a network service level approach to implement our
GPS 2024 objectives to improve network performance. Schemes would be initiated
by a local authority or group of local authorities with an opportunity for other local
authorities in the region to opt-in or by the Government through NZTA. Schemes
would be developed and operated by a charging scheme partnership consisting of
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the New Zealand Transport Agency (NZTA) as the lead partner together with the
local authorities in the relevant area.

9 Allocation of net revenues will be subject to agreement between the responsible
Minister and the local authority members of the partnership. Schemes would be
assessed and approved by Ministers and subsequently monitored by the Secretary
for Transport.

10 The time of use charging system legislative framework would have seven key
components as follows:
10.1  Purpose — Network productivity
10.2 Scheme content — Service levels and charging ranges
10.3 Consistency — Common characteristics of all schemes
10.4 Impact assessment — regional network and distributional impacts
10.5 Governance — NZTA lead in conjunction with local autherities
10.6 Revenues — Supplementing existing national and local funding
10.7  Oversight — Strong scheme oversight.

11 Select Committee consideration of the Bill will-provide a.forum to test these settings
and an opportunity to further refine our approach should this prove warranted.

12 This paper provides the basis for introducing legislation to set up a charging scheme
development process that is summarised in Figure 1 on the following page.

13 The Land Transport Management (Time/of\Use Charging) Amendment Bill with a
priority of category 3 (to be passed bythe-end of 2024) was included in my transport
portfolio bids for the 2024.Legislation.Programme. While this Bill provides an
appropriate legislative #ehicle to implement the policy proposals in this paper, |
propose that it be progressed.on\a slower track to enable a full and robust Select
Committee process:
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Figure 1: Process for initiating and developing a charging scheme.

Scheme design and operation

Local authority seeking to implement a time of use charging
scheme to work with NZTA on scheme design. Other local
authorities can opt-in to the scheme.

NZTA leads the partnership as the majority partner.

Net revenue will supplement NLTF and local share.

.

Public and regional consultation will be led by the partnership.

Consultation

Consultation must include specific details of the scheme: such as
the scheme area, service levels, when and where charges apply,
and how the net revenue will be spent.

¥

Partnership finalises design

Scheme design is refined following

consultation/feedback and final proposal is 1

submitted to Government. :

|

1

1

1

v |
Application to Government Minister of Trahsport directs the
$| partnership’ to make changes to

The Minister of Transport evaluates proposal with scheme design

advice from the Ministry of Transport.

iVinisteg of Transport declines the
P \appligation

Minister of Transport agrees#o
scheme design

Cabinet appreves and recommends to the
GovernoryGeheral to establish a'scheme
by Order in @ouncil.

Commencement apdyoperation

Cabinet decision

Revenue from the’scheme is used to pay establishment and
operational, cOsts»SCheme operator publishes annual report
with details 0f scheme performance and a financial
statementy

The.responsible Minister and the local authority members of
thespartnership decide how net revenues will be spent in the
region.

Secretary for Transport responsible for monitoring and
oversight of schemes. Costs incurred are recovered from
scheme revenue.

Scheme operator can vary scheme design and charging area
within scheme area.
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Background

14 Travel times are increasing in our major cities, with congestion spreading beyond the
morning and afternoon peaks across the business day.' Average travel times per
kilometre are typically 10 to 30 percent slower than in comparable Australian cities.?

15 This level of congestion is making our cities less accessible, less productive, and less
liveable. Congestion during peak periods limits household access to jobs and
education. It also limits people’s housing choices. Congestion that spreads into the
business day shrinks markets and increases the time cost of doing business.
Growing congestion is limiting our capacity to add new housing and services, to
move freight and make the timely connections needed if our major cities are to
flourish.

16 We currently rely on transport charges that average-out the infrastructure related
costs and benefits of trips. There is no legislative framework to allow additional
charges at peak times and locations to address over-use and.under-supply:

17 Work done in Auckland® and a subsequent Select Committeevinquify4 showed a
charging system that reduces congestion could benefit New Zealand'’s larger urban
areas. Congestion in Auckland costs the economy $900,million-t6,$1.3 billion per
year. Modelling shows that successful congestion ‘eharging ‘Could reduce congestion
by up to 8 to 12 percent at peak times, improving travel times significantly.

18 Freeing up capacity for higher value trips-On our existing networks and maintaining
traffic flows over time, should enable moré housing development, reduce the cost of
doing business and improve the quality“of life4n our major cities.

Time of use charging concept

19 Time of use charges improvedraffic flaw by applying a charge at times when demand
exceeds road capacity., The-chargés”Can vary by time of day and are typically
reviewed periodically to\avoid flew-break-down or free-flow conditions that reduce
network efficiency. It is)differeqt-from road tolling which aimed at recovering road
costs.

20 Time of use“charging’aims to improve the average value of trips by setting charges at
a rate that,changes-the behaviour of those making the lowest value trips. Modelling
suggestsithey areumost likely to reroute or retime their trips. In many cases only
about five percent of trips need to be moved out of peak times to maintain traffic flow
and materially.improve service levels for the remaining trips. Charges typically need
to be increased over time to maintain this effect.

21 Road\capacity varies with vehicle speed and numbers. A representative speed-flow
rélationship is shown in the following figure.® The aim of time of use charging during
periods of peak demand would be to keep traffic flowing at service levels between B
and C. At times of peak demand traffic speeds of 60 to 70 kilometres per hour on
motorways result in the best traffic flow and are most efficient.

' The Congestion Question — Phase One Report 2017

2 TomTom Traffic Index - Average travel time per 10km, TomTom, 2024

% The Congestion Question Main Finding, Auckland City and the New Zealand Government, 2020

* Inquiry into congestion pricing in Auckland, Report of the Transport and Infrastructure Committee, 2021
® The Congestion Question, Technical Report, Ministry of Transport, 2020
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Figure 2: Speed-flow relationship.

A B

Speed decreasing /
flow increasing

Speed static / flow
increasing

Speed

D ' Speed decreasing / flow decreasing

Flow

22 To gain public acceptance, schemes need to be clear about thelimprovement in
service levels and the initial charges needed to deliver thosg service,levels. Careful
design is needed to avoid simply shifting trips onto other.roads that’'can’t or should
not cope with the extra trips., Evidence from overseas.suggests that.t is essential for
the revenues to be invested in a way that those paying the charge'will see as
delivering additional local benefits, and for the legisiation to'set specific limitations.

23 Charging schemes need to consider the impagets,on the reads subject to charges
(charging area), how the initial charging area may be/£xpanded into the surrounding
areas that are able to be charged (schemeg area); and the impact of charges on the
wider network (regional network). TheKkey elements that make up the scheme
footprint are summarised in Figure'3.

Figure 3: Example of a time Of.usé charging scheme approved by Order in Council.

| Regional network |

Established by %
Q@rder in Coungit™f;

Initial charging
area

Charge extension
At operator’s discretion
T

24 The above diagram is only one example of how a charging scheme could be
configured. Charging areas could involve charges at selected points on a road (i.e., a
corridor charge), all points entering a road or collection of roads (i.e., cordon charge),
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or a charge for the distance travelled on a road or collection of roads (area charge).
Charging schemes could incorporate a combination of these charge types.

While in-vehicle global positioning and cellular technology (GNSS) already exists that
could facilitate time of use charging, its adoption is likely to take some time in view of
public concerns about vehicle tracking. All overseas jurisdictions with congestion
charging currently use road-side infrastructure (such as gantries on multi-lane roads
and poles on two lane roads) in combination with automatic number plate recognition
or in-vehicle transponders detected using short-range radio technology (RFID).

| expect that initial schemes will not utilise GNSS technology, but over time there will
be opportunities to explore more sophisticated approaches to collection and
operation, consistent with the direction of the revenue work programme and fleet-
wide transition to road user charges. When this happens, local variable charging
schemes, such as time of use charging and tolling, will be incorporated into national
variable charging using technology likely to be adopted as we modernise«theroad
user charging system.

| propose that the legislation we progress is technology-agnostic o accommodate
ongoing technological developments.. However, it will stillbe impertant that scheme
design captures economies of scale in data collection‘and hilling; which should be
integral to the framework.

Proof of concept in Singapore

28

29

30

31

32

Singapore is the leading international example of charging to improve network
productivity. Singapore has progressively intreduced charges on its highest capacity
roads to maximise traffic flow. Charges vary in_.small increments reflecting the
transition from peak to inter-peak demand-\I'hese rates are fixed for three months
and revised up or down within,a range tooptimise traffic flow.

28.1 Gantries are used\to gatherinformation about trips for billing purposes, with
plans to move tonin-vehicle devices that utilise the cellular network.

28.2 The roads\included\ifrthe Singapore scheme and the charges are determined
centrally, enablingsa highly coordinated approach across the Singapore
network.

There aredifferences between the Singapore and New Zealand contexts. Singapore
is much moré-concentrated than our most populous city, Auckland. Singapore has
more than‘three times as many inhabitants within an area only two-thirds the size of
Auckland:

In addition, charging is only one aspect of Singapore’s network productivity
regulation. Singapore has also invested heavily in a world-leading public transport
network, has extremely high vehicle ownership taxes and low private vehicle
ownership rates compared to New Zealand.

Noting these differences, | consider that Singapore’s charging scheme still provides a
valuable proof of concept for charging schemes in New Zealand.

It is worth noting that Singapore currently has in-vehicle devices with RFID
technology that automatically collects a fee as a vehicle passes through a gantry.
Singapore is beginning a rollout of GNSS devices that would track vehicles, but these
have not yet been activated, which | understand is partly due to limited public
acceptance of government access to real time vehicle tracking information.
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Enabling time of use charging

33

34

35

36

37

GPS 2024 signals that we need to lift the performance of our urban networks through
a combination of improved traffic management and new charges that reflect the extra
benefits and costs of travelling during periods of peak demand.

The time of use charging design | have in mind would have a clear line of sight
between the input (price signals from time of use charges), output (measurable
improvement in traffic-flow) and the outcome (a systemic improvement in
productivity). To gain public acceptance time of use charges need to focus on lifting
services levels through improved traffic flow and investing net revenues in a way that
delivers local benefits.

| am seeking your agreement to a policy design that enables time of use charging
with Ministerial approval. The design and operation of schemes would be led by-the
NZTA in partnership with interested local authorities. Independent oversightuis
needed to provide the public with assurance that schemes are.delivering the service
levels being claimed and to manage the risk that schemes @ver or under charge.

Development and implementation of time of use charging schemesrshould be led by
the NZTA. It has the key capacity and capability on.which we<an.build. As the state
highway provider, it operates the busiest roads in edach region-Jts funding allocation
role requires a network wide perspective and a sharp focus\on network performance.
Its collection role in RUC and road tolls means’it.understands the challenges involved
in collection and billing. | have considered the,merits.of local authorities being
primarily responsible for the design and ‘eperation of schemes in their areas. On
balance | consider that an approach where local authorities initiate schemes and then
work in partnership with NZTA is_preferable’to.ensure a network approach with
consistency between schemes\to reduce’seheme costs (e.g. by using a common
collection and billing system).

There are seven key components\to.the policy design | envisage. The key aspects of
these components are unpackediin the following sections.

1. Purpose — Network productivity

38

39

| propose that.we make improving network productivity the primary purpose of
charging schemes. The key to public acceptability is improving traffic flow. The key to
improvingsraffic flow while also improving productivity is the removal of the lowest
value trips. Afocus on network impacts will also help distinguish charging from tolling
of individualroads.

The,improved access provided by successful charging schemes will flow through into
greenfield housing, brownfield housing and business land markets. The impact of
charging schemes on development potential will need to be considered in RMA
decision making in accordance with existing RMA provisions.

2. Scheme content — Service levels and charging ranges

40

41

Schemes should clearly set out the improvement in service level to be delivered. This
is the key to public acceptance of time of use charging. Charges should be able to
vary within a specified range to achieve the stated network service level.

| propose that mandated scheme content include the proposed charging structure by

time, charge review frequency, the approach to revenue collection and billing, the
investment approach, and monitoring and performance measures. The nominated

IN CONFIDENCE

95md7nksum 2024-07-04 11:15:51



IN CONFIDENCE

charging ranges should escalate to reflect change in ability to pay, such as change in
regional GDP, to maintain charge effectiveness over time.

42 The initial cost of proposing and establishing a charging scheme will need to be
covered from existing national and local sources, but ultimately will need to be
recovered from charging scheme revenues. This repayment of initial costs from
scheme revenues will need to be factored into scheme design.

3. Consistency — Common characteristics

43 There are some aspects of charging schemes that need to be common between
schemes:

EITHER

43.1 Charges should be permitted during weekday morning and evening\peaks
and prohibited on weekends, on statutory holidays and-inter-peak to build
public confidence that charges will be focussed on the"busiesttimes.

OR

43.2 Charges should not be allowed overnight, at weekends-or on statutory public
holidays or inter-peak to assure the public/that therewill be periods when
charges don’t apply.

AND

43.3 Exemptions are limited to.emergencyAiehicles to avoid erosion of the
effectiveness of charges by multiplé\exemptions.

43.4 Privacy should be .handled jrr the same way as in road tolling where personal
information is confined to what'is necessary to operate or enforce the
scheme.

43.5 Larger vehicles cause more delay than smaller vehicles, and a standard
differential should“apply between the charges applied to different types of
vehigcles to réflect their different impact on traffic flows.

43.6 Data generated by schemes needs to be inter-operable across the country to
aid monitoring and reporting and to reduce the barriers to future scheme
development.

43.7 “Tanticipate that NZTA, in its role as lead partner, will want to develop a non-
statutory set of standard minimum charging scheme rules that inform the
design and operation of all schemes.

44 The first of these has the greatest risks. Limiting the times when charges can apply
risks undermining the effectiveness of charges, but on balance | consider that it is
warranted to build public confidence that schemes will focus on the busiest times and
that there will be periods when charges won'’t apply.

45 The proposals will nevertheless mean that congestion occurring during the business
day, at the weekends and around some public holidays will fall outside the scope of
charges.
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4. Impact assessment — regional network and distribution impacts

46

47

48

49

| propose that charging scheme proposals should consider two main forms of impact
- impacts across the transport system and distributional impacts across society.

The transport impacts would identify anticipated impacts on the regional state
highway, local road and public transport networks. These could include new choke
points on the existing network or increased demand on public transport routes.

The distributional impacts should reveal the anticipated impacts across financial,
economic, social, housing and environmental factors and anything in the scheme
design or investment approach that addresses these impacts.

Distributional impacts on people, roads and public transport all will be considerediin
designing the footprint of schemes rather than through ad hoc exemptions.

5. Governance — NZTA lead in conjunction with local authorities

50

51

52

53

54

55

56

A partnership approach between central and local government will‘be\needed that
delivers a seamless experience to network users. A system is needed that works
coherently across the state highway and local road-networks andconsiders users
entire trip, not just the part subject to charges.

These will be challenging partnerships giventhat most of‘the highest volume roads
are state highways and motorists will continue’to hold us accountable for vehicle-
based charges rather than local authorities#We need to find a balance between
charges that reflect local political conditions while still delivering material
improvements in traffic flow and efficient callection. We also need local time of use
charges that can transition smeothly intg"any*national variable charging we introduce
through the RUC system.

| propose that charging’schemes sheuld be able to be initiated by a local authority or
a group of local authorities or¢y'the Government through NZTA. Other local
authorities within the.regionwauld be able to opt-in, giving them influence over how
charges are set-and revenue allocated under a scheme. Schemes would then be
jointly developed/by interested local authorities and the NZTA as lead partner.

Gaining‘public acceptance of charging will be critical to the success of schemes.
Meaningful public ehgagement and effective communications will be an important
part of securing\this acceptance. Scheme development needs to include a robust
phase of/public engagement. The engagement needs to be undertaken in a way that
gives the public a clear understanding of the design and how it will affect them. The
partnetship will need to show in its proposal to Ministers how it has made use of
submissions to improve the design of schemes.

|'envisage that at least one round of statutory consultation will be undertaken by the
charging scheme partnership using the same process as used for regional land
transport plans with all necessary modifications. This is a proven multi-agency
consultation approach familiar to the charging scheme partners.

The process | propose for introducing a charging scheme is summarised in Figure 1
above.

If we are to hold the scheme partnership accountable for achieving the service levels
identified, then they need to be able to adjust the charges periodically in the
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approved charging area without the need for lengthy public consultation. The focus
should be on regularly spaced well signalled charge updates that allow the
responsible agencies to fine tune the charges, while still providing stable price
signals to users between reviews.

There are other aspects of the scheme design that if changed would materially
change the distributional effects of a charging scheme. These include changes to the
service levels, charging area, hours of operation within any statutory limits, frequency
of charge reviews, and the investment approach. Changes to these aspects of a
charging scheme need not go back to Ministers but should be subject to a variation
process that includes public consultation supported by an impact assessment.

Changes to the scheme area, maximum charge and the processes for adjusting the
maximum charge over time, should go back to Ministers as these amount to a
change in the scope of the taxation power granted when a charging schemetis
approved.

6. Revenues — Supplementing existing national and local funding

59

60

61

62

63

64

The public will expect charging scheme revenues to be,spent on transport activities

in the region in which they are raised. Net revenues-need to supplement rather than
substitute for existing national and local funding.and.should 'not result in eligibility for
additional funding from the National Land Transport Fund (NLTF).

Each scheme should include an investméntapproach, that identifies the proposed
allocation of scheme revenues between activity classes across state highways, local
roads and public transport networks in(the region and the principles to be applied in
making those allocations.

The specific activity to be fufided shodld be agreed by the responsible Minister and
local authorities in a scheme, partnérship in accordance with the principles in the
investment approach jn the scheme~and duties under the Land Transport
Management Act 2003, (LTMA).to.invest in a way that is effective and efficient.

As already required under the LTMA, these activities should be incorporated into
Regional Land, Transport Plans (RLTPs) to provide a complete picture alongside
projects séeking local’and national funding. RLTPs set out each region’s strategic
approachsto transpornt and project bids for local and national funding.

Investment-of time of use charging scheme net revenues must:
63.1 ~be‘consistent with the investment approach set out in the charging scheme

63.2\ " be consistent with the GPS on land transport and the strategic direction in the
RLTP

63.3 identify any improvement in service levels for those affected by the charges

63.4 identify the actual proportion of scheme revenues that have been allocated to
state highways, local roads and public transport since the start of charging
scheme investment.

The net revenues from charging will vary depending on the nature of the charging
design. For example, options identified in 2018 for the Auckland Congestion
Question work were assessed as generating between $21 million and $261 million

10
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annually in gross revenues, with annual operating costs of $10m to $267m. In
addition, scheme revenues would need to cover capital costs of between $46m to
$580m, and renewal costs of $14m to $174m.® While these figures are no longer
current, they illustrate the potential for wide variation in scheme costs and net
revenues depending on the charging design in the scheme.

65 The collection costs and GST associated with these schemes will materially reduce
the net revenues available for investment. Irrespective of the totals involved, scheme
net revenues need be integrated with and supplementary to existing NLTF and local
funding in RLTPs. They shouldn’t be substitutes for existing funding that is already
under pressure. The entities spending scheme revenues should be subject to the
same disciplines that apply to approved organisations under the Land Transport
Management Act 2003. This includes managing scheme revenues is a way that
copes with fluctuation in revenues with economic conditions.

66 The revenue raised from state highways and local roads is alsoqlikely to vary widely
with schemes. It is nevertheless likely that a significant amount-of revenue will come
from use of state highways given that these are often the busiést roads.in our
regional networks. | propose that all schemes be required*to specify in. scheme
proposals the proportion of revenue if any to be allocated\to state‘highways
depending on the characteristics and expected traffic flows of the 'scheme.

7. Oversight — Strong scheme oversight

67 Strong oversight of the responsible agenCies will be essential. We need to ensure
they focus on service levels rather thanrevenue and working collaboratively in the
interests of users. Charging scheme partnerships will be public monopolies setting
tax-like charges and spending a-share of the‘revenue.

68 | propose that the Secretary‘fer Transportbe responsible for overseeing all time of
use charging scheme, and.reporting.to'the responsible Minister on whether scheme
charges are achievingthevtargeted.service levels. For example, if an Auckland
partnership puts in place‘a scheme, it will be required to publish data and evidence
that will show if the_sehemeis ©r is not performing to expectations. The Secretary of
Transport wouldhbe responsible for assessing the robustness, accuracy, and
transparengy, of the information, supporting possible decisions by Ministers whether
to intervene{ The reasonable cost of this oversight should be met from gross scheme
revenues;

69 Ministers should have a range of ways of intervening where a proposed scheme isn’t
progressing.or where an approved scheme isn’t delivering, like those in the Local
Government Act relating to local government oversight powers.

70 Additionally, Ministers should be able to revoke operative schemes that in practice
are*not meeting the statutory criteria for their establishment. While assessing
schemes against what they claim to achieve will be important, an overarching test
should be whether a scheme is contributing to an effective, efficient, and safe land
transport system in the public interest — the purpose of the Land Transport
Management Act 2003.

8 Congestion Question, Technical Report, 2020
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Financial Implications

71 This paper has no direct financial implications for the Crown. Schemes will need to
be self funding, including covering establishment costs advanced by the charging
partners and the cost of oversight by the Secretary for Transport.

72 It potentially has indirect implications if the investment approach in a charging
scheme proposes investment in state highway or railway networks within a region.
This could also include a proposal to raise debt against future revenue from the
charging scheme.

73 The requirement to set out a proposed investment approach will enable these
implications to be identified and addressed during Ministerial assessment of
proposed schemes, including any implications under the Public Finance Act 1989.

Legislative Implications

74 Amendments to the Land Transport Management Act 2003 will be required. There is
a bid on the 2024 Legislation Programme that has a priority'3 ~'to be passed by the
end of 2024. However, given the policy development drafting required*and likely level
of public interest | proposed that the Bill be progress€dron’a slower track and instead
be referred to select committee by the end of 2024.

75 The Bill would bind the Crown.

Regulatory Impact Statement

76 As this paper proposes new legislation the regulatory impact analysis requirements
apply. A Regulatory Impact Statement (RIS) has been prepared and is attached to
the Cabinet paper.

77 This Regulatory Impact Staterment(RIS) has been reviewed by a panel of
representatives from thie Ministry of Fransport. It has been given a ‘partially meets’
rating against the quality*assurance criteria for the purpose of informing Cabinet
decisions.

78 The RIS is relatively clear'and concise but lacks depth of analysis for addressing the
problem identified beyond the preferred time of use option. The panel considers that
this RIS\provides(a sufficient basis for informed decisions on the preferred proposal,
but not the alternative options.

79 Legislative\timeframes have limited the amount of research and consultation able to
be undertaken and the RIS lacks analysis of Treaty of Waitangi implications, which
the panel considers could be significant and should be explored further prior to
legislation being progressed.

Climate Implications

80 The impact of time of use charging on transport climate emissions would vary widely
depending on the charges, scale of implementation, and the number of cities
included. Supporting policies (such as enhanced public transport and land use
change) could encourage mode shift, which would enhance emissions reductions
from this policy.

81 The work undertaken on Auckland congestion charging options as part of the
Congestion Question work illustrates the degree of likely variation and the potential
scale of impacts. Auckland option modelling reports estimated CO, transport
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emissions reductions valued at between $0.2 million and $1.3 million a year.” The
larger figure represents the value of a 2 percent reduction in CO? emissions,
accounting for less than 1 percent of the benefits associated with a comprehensive
strategic corridor option.®

82 International research findings on emissions impacts are mixed and dependent on
details of scheme design.

83 Any charging scheme presented to Cabinet for consideration will include an analysis
of expected emissions impacts as part of the distributional impact assessment.

Population Implications

84 The charging schemes enabled by this paper would potentially have a range of
distributional implications, including for different income groups and those livingsin
inner and outer parts of our main cities. Those implications will vary with the-design
of each scheme.

85 The policy proposals include a duty on those proposing charging schenies to report
on the distributional implications of the schemes and associated ¢harges to support
well informed decision making.

Human Rights

86 The proposals in this paper are consistent\withvthe New Zealand Bill of Rights Act
1990 and the Human Rights Act 1993. The framework/will include strong oversight
powers to ensure scheme authorities/ddon’t’setémonopoly prices that would likely
impact disproportionately on low-income households.

87 The same privacy regime will/apply to time of use charging as currently applies to
road tolling schemes.

Use of external resources

88 No external resources/such-as{contactors or consultants will need to be engaged to
implement theproposalg’indhis paper.

Consultation

89 The Treasury, Department of Internal Affairs (DIA), Ministry of Housing and Urban
Development;-New Zealand Infrastructure Commission, and the New Zealand
TransportAgency were consulted. The Department of Prime Minister and Cabinet
was informed.

90 Treasury, DIA, and the Infrastructure Commission observed that the level of NZTA
eontrol in this design means local authorities would have little incentive to propose
schemes (Recommendation 5 refers). Limiting NZTA'’s role to areas like collection
and billing would leave scope for local authorities to add value in designing schemes
and allocating revenues.

91 Treasury, the Infrastructure Commission and the NZTA recommend against the use
of primary legislation to limit charges to predefined periods (Recommendation 13.1
refers). This advice recognises that scheme designers will benefit from flexibility to
tailor schemes to meet local traffic patterns.

" Congestion Question, Cost benefit analysis, 2020
8 Congestion Question, Environmental Outcomes, 2020
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NZTA comment

92 NZTA is concerned that the proposal to restrict scheme operating hours to weekday
peak periods will compromise the effectiveness of schemes in optimising traffic flows
to an extent that affects their viability. Internationally most charging schemes operate
all day; many schemes charge differentially between peak and off-peak times. Some
road users will respond to schemes by choosing to travel immediately before or after
peak periods to avoid the charge, thereby shifting congested flows into the shoulder
periods. A small shift only (<6% of traffic) can trigger congested conditions in
already-busy periods.

93 If Cabinet wishes to assure the public via legislation about scheme operating times,
NZTA recommends that the current recommendation 13.1 be amended to state when
schemes cannot operate - schemes may not operate overnight, at weekends or on
statutory public holidays, and must have at least one extended period during\the day
when they do not operate.

94 While more restrictive than desirable, NZTA considers that thiS)change.would make a
material difference to the effectiveness of schemes andsstill give the public assurance
about scheme operating times.

95 The Ministry of Transport considers that if Ministers.want to provide certainty for the
public this is best achieved by setting out wheh, schemes.can operate during the
week and rule out weekends and public holidays’.

Proactive Release

96 | intend to proactively release the Cabinet paper and minutes in whole within the 30-
day release period to give interested parties‘as much time as we can to assess the
implications of the policy design ‘ahead-of.the select committee phase.

Communications

97 | plan to release a press statement outlining our approach to time of use charging at
the same time as{theproactive release, and to work with interested local authorities
to assist themyimunderstanding the Government’s policy intent.

Recommendations
The Minister of Transport recommends that the Committee:
1 note that’travel times in our major cities are worse than in similar Australian cities,

that charges based on time of use have the potential to improve network productivity,
but that this is not currently enabled in legislation;

2 agree to enable time of use charging schemes to increase network productivity by
sustaining traffic flow, with traffic flow being a combination of travel times and trip
volumes;

3 agree that time of use charging schemes be enabled by way of Order in Council,

where recommended by the Minister of Transport, who must be satisfied that a
proposed charging scheme will improve network productivity and contribute to an
effective, efficient, and safe land transport system in the public interest;

4 agree that one or more local authorities can initiate a time of use charging scheme,
and that other local authorities in the region can opt-in, giving them influence over
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scheme design and how net revenues are allocated, or a scheme can be proposed
by the Government through NZTA,;

5 agree that after initiation a charging scheme partnership be tasked with the
development and operation of the charging scheme, consisting of the local
authorities that have opted-in and the New Zealand Transport Agency as the majority
partner, except for allocation of net revenues which shall be agreed by the Minister of
Transport and the local authority members of the partnership;

6 agree that the cost of proposing and establishing a charging scheme met by
charging scheme partners be recovered from charging scheme revenues;

7 agree that NZTA will lead the development of a single technological system to
enable time of use charging which can be utilised across NZ, with the costs of this
system being the first priority for any revenues raised from the scheme.

8 agree that time of use charging schemes set out:

8.1 the scheme area, initial charging area, target service levels, the operating
hours within statutory limits, and the chargingrange withinywhich the target
service levels will be achieved;

8.2 the method of charge collection and billing, and the, approach to extension of
charges within the scheme area if any;

8.3 the charging structure by times-andvehicle types, and the frequency in which
charges will be adjusted withindhe maXimum charge, and the proposed
approach to adjusting the.maximum charge over time;

8.4 an investment approach settingout’the types of land transport activity to be
delivered, including the’proportion of charging scheme revenues to be
allocated to state highways, lecal roads and public transport, and the
principles to/be applied.innmaking those allocations;

9 agree that charging scheme partnership must undertake public engagement to
ensure their.scheme design decisions are well informed, including at least one round
of public consultationalong the lines of the regional land transport plan consultation
process\with'all necessary modifications;

10 agree that

10.1 _the,charging scheme partnership can vary charges within the maximum
charge in accordance with the terms of the charging scheme without public
consultation;

10.2 the charging scheme partnership can vary the service levels, charging area,
frequency of charge adjustments, and the investment approach subject to
public consultation;

10.3 the charging scheme partnership cannot vary the scheme area, maximum
charge or the process for adjusting the maximum charge over time;

11 agree that charging scheme proposals and variations subject to public consultation
include an impact assessment that sets out:
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the anticipated impacts on trips on the regional state highway, local road and
public transport networks, and any measures taken in the scheme design to
address negative impacts;

an assessment of the anticipated distributional impacts, summarised in an
analysis of the costs and benefits, and any measures taken in the scheme
design to address negative impacts;

a summary of the views of the local authorities within the region that are not
part of the charging scheme partnership, if any;

12 agree that revenue from approved time of use charging schemes be:

12.1

12.2

12.3

12.4

12.5

used for land transport activities within the region in which the charges_apply
in a way that contributes to an effective, efficient, and safe land transport
system in the public interest;

in accordance with the investment approach set outin‘the charging scheme,
including measures to enable transfer of funds between land transport
providers;

allocated in accordance with the investment,.agreement-between the Minister
of Transport and the local authority members ofthe partnership, reported in
an annual financial statement, and recorded in the relevant regional land
transport plan;

allocated in a way that supplendents rather than attracts National Land
Transport Fund funding or.substitutes-or local share funding;

subject to the dutiesthat,applyto approved organisations, including
contingencies to cope With fluctuation in revenues with economic conditions;

13 agree that there be,common requirements across all charging schemes:

13.1

13.2

13.3

13.4

13.5

EITHER

specifying thatcharging can apply during the weekday morning and evening
peak*periodsy but not at weekends, on statutory holidays or at least one
period between the peaks;

OR

Specifying that charges may not apply overnight, at weekends or on statutory
public holidays, and must have at least one extended period during the day
when they do not operate;

AND

exemptions for emergency vehicles with no other exemptions or discounts,
similar to road tolling schemes;

standard privacy and data security provisions similar to those for road tolling
schemes;

standard differential between charges for different vehicle types;

16
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13.6 standard offences, enforcement and penalties, in a similar way to the road
tolling regime;

13.7 common data and revenue standards to aid monitoring and reporting and
enable consistency with future charging schemes;

14 note that NZTA will develop a non-statutory set of standard minimum charging
scheme rules that inform the design and operation of all schemes;

15 agree that the following powers applying to all charging schemes:

15.1 that the Secretary for Transport be charged with ongoing charging scheme
oversight and reporting to the Minister of Transport, with reasonable costs
met from the gross revenues of charging schemes;

15.2 that the Minister of Transport have powers:

15.2.1

15.2.2

15.2.3

1524

15.2.5

before assessing a charging scheme proposal against the statutory
criteria may refer the charging scheme-backto the eharging
scheme partnership for clarification;

after assessing a charging scheme proposalagainst the statutory
criteria may

15.2.2.1 refer it back to,the charding scheme partnership for
amendment

15.2.2.2 refuse to recamimend the charging scheme
156.2.2.3 {agree torecemmend the charging scheme

to recommend aschahge to a charging scheme Order in Council
relating.to the scheme area, maximum charge or the process for
adjusting theymaximum charge over time, being the matters set out
in Recommendation 8.3 that cannot be varied by the charging
scheme“partnership;

fo intervene in a failing charging scheme proposal or operational
charging scheme by appointing a scheme manager to assume the
powers and responsibilities of the charging scheme partnership —
similar to the power of the Minister of Local Government to
intervene in failing local authorities;

to revoke a failing charging scheme that is not improving network
productivity or contributing to an effective, efficient, and safe land
transport system in the public interest;

16 note that there is a Land Transport (Time of Use Charging) Amendment Bill (Bill)
with a priority of category 3 (to be passed in 2024) on the 2024 Legislation

Programme;

17 note that given the policy development and drafting required to support the matters
outlined in this paper, | propose the Bill be progressed on a slower track and instead
proceed to select committee by the end of 2024 (priority of category 5);
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18 invite the Minister of Transport to issue drafting instructions to the Parliamentary
Counsel Office to give legislative effect to the policy proposals above (including for
primary legislation and any associated regulations) including any necessary
consequential amendments, savings and transitional provisions;

19 authorise the Minister of Transport to make decisions that are consistent with the
overall policy provided that these decisions are confirmed when the Bill is considered
for introduction.

Hon Simeon Brown

Minister of Transport

18
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Document 3

Regulatory Impact Statement: Time of use
charging
Coversheet

Purpose of Document

Decision sought: To inform Cabinet decisions on the policy design of the Land
Transport Management (Time of Use Charging) Amendment Bill

Advising agencies: Ministry of Transport

Proposing Ministers: Hon Simeon Brown, Minister of Transport

Date finalised: 30 May 2024

Problem Definition 0:\ O~ -

Road taxes based on fleet averages and current traffic management pragctices are resulting
in increasingly sub-optimal traffic-flows on the road network/-inereasing-travel times,
impacting on productivity and reducing liveability.

Executive Summary X Q/‘ : ;Q(/

Current practice (Status Quo) has not been effeCtive’in maintaining network services levels in
our major urban areas over the last 25 years{ FemTonnraffic data reports that Auckland,
Christchurch and Wellington are all under_performing.in terms of travel time compared to
similarly sized Australian cities - Perth,‘Canberya and Hobart.

Three responses have been identified Capableof delivering a systematic improvement in
traffic-flow:

1. Improve traffic management practices (network optimisation)

2. Variable road charging on parts of the road network (time of use charging)

3. Variable charging of all vehicle trips anywhere on the network (national network
charging)

The Ministry of Transport’s assessment of these options finds that all three options need to
be advanced in series or in parallel if service levels are to be restored and maintained.

The cost-benefit\at the end of the analysis in this statement focusses on the potential impacts
of time of use eharging as that is the option currently being enabled in the Land Transport
Management (Time of Use Charging) Amendment Bill. It identifies moderate net benefits.

To gain‘public acceptance time of use charging schemes need to set and refine charges that
will deliver a clearly stated and measurable improvement in service levels. Charging
schemes will also need to be designed in a way that minimise cost transfers to other road
uses due to traffic diversion and retiming. Charges will need to be regularly varied and
collection costs kept in check if net welfare gains are to be achieved and sustained.
Revenues will need to be reinvested in the region in a way that those who pay see as adding
local value.
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Limitations and Constraints on Analysis

Time of use charging features in the coalition agreement between the NZ National Party and
ACT New Zealand, which makes a commitment to “work with Auckland Council to implement
time of use road charging to reduce congestion and improve travel time reliability”.

As part of implementing that commitment the draft Government Policy Statement on land
transport 2024 states that the Government will “allow for time of use charging on the most
congested parts of New Zealand’s road network, helping to reduce congestion and maximise
use of existing assets” and “improve travel times and network performance, reducing overall
costs for freight businesses and their customers”.

These commitments to reduce congestion and maximise use of existing assets are examined
in this assessment.

There are known limitations on the analysis we have been able to undertake.

There is limited local information on traffic management tools that improve traffic-flow as
many of them haven’t been used systematically for some time

¢ Only limited local information is available about the net-benefits ef-the type of traffic-
flow investments identified in this assessment. Many’of'them have not featured in
local work programmes for some time.

¢ Data on the efficiency and effectiveness of interventions, ike clearways and traffic
light rephasing, was available before 2008, when thetre was a specialised transport
funding agency and works of this natureAvere’more, common. However, that data is
now dated.

e Australian data is available under the Austroads umbrella as traffic-flow
improvements are still in commen use in.Australia. Australian values of time and
construction costs differ so the Australian_material only gives an indication of the
magnitude of net benefits.

e These indicative net benefits are"econsistent with the more limited recent local data.

e This gives confidence, that the“tecent local data on traffic-flow improvements is
indicative of the magnitude’” of gains that may be possible.

There is considerable technical'work on local variable charges but limited public input

¢ Considerable technieal work on congestion charging has been undertaken since 2018
in Auckland udder The Congestion Question banner, including one reference group
engagement.

e In 2021, there was a Select Committee Inquiry into Congestion Charging that
provided, an opportunity for stakeholders and the public to share their views with
elected representatives.

e Croess-party discussions occurred following the select committee process centred on
the Congestion Charging Bill developed by the government of the day. The legislative
design has been held tightly as part of the political negotiations and officials have not
undertaken any public consultation or stakeholder engagement beyond that
undertaken by the Select Committee.

e Experience with road tolling provides an example of possible public responses to
road charges among those unwilling to pay the charge. Road toll reporting indicates:
o the main responses have been to reroute and retime. Shortening trips, changing

modes, or not making the trip only account for a small proportion of the responses.
o arelatively large response (i.e. typically 30% diversion) occurs at relatively modest
charges (e.g. $2.50).
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o the actual effect of road charges will not be revealed until a scheme starts operatiing.
Work hasn’t been done on national network wide variable charging since the 1990s

¢ Enabling national variable charges has not been investigated systematically since the
Ministry of Transport’s Road Pricing work in the late 1990s.

¢ Much of the problem analysis and options analysis undertaken at that time is still
relevant as network conditions and provision have not changed materially.

There is limited international experience with variable charging that is relevant

e There is limited relevant international experience with charging schemes.
o Only Singapore operates a system that is comparable, but Singapore has a much
larger population living at much higher density than any New Zealand city.
o City centre congestion management schemes in London, Stockholm, Gothenburg,
Milan, Oslo and Bergen do not address network wide congestion.

Timeframes have limited the amount of consultation on the time of use proposals

e The time available for developing this assessment has be€n-compressed to enable
the legislation to get to Parliament this year.

e Consultation with anyone other than Departments has. been limited to Ministerial
engagement with Auckland Council in advance ofsthevpolicy.design being determined
by Cabinet.

Responsible Manager(s) /,\\/(/'( o

Matt Skinner
Manager - Revenue

Ministry of Transport
30 May 2024

N
Quality Assuranc(& ‘O:\

Reviewing Agency: Ministry of Transport

Panel Assessment.& This Regulatory Impact Statement (RIS) has been reviewed by a

Comment: panel of representatives from the Ministry of Transport. It has been
given a ‘partially meets’ rating against the quality assurance criteria
for the purpose of informing Cabinet decisions.

The RIS is relatively clear and concise but lacks depth of analysis
for addressing the problem identified beyond the preferred time of
use option. The panel considers that this RIS provides a sufficient
basis for informed decisions on the preferred proposal, but not the
alternative options.

Legislative timeframes have limited the amount of research and
consultation able to be undertaken and the RIS lacks analysis of
Treaty of Waitangi implications.

95md7nksum 2025-03-04 12:33:30



95md7nksum 2025-03-04 12:33:30



Section 1: Diagnosing the policy problem

What is the context behind the policy problem and how is the status quo
expected to develop?

Definitions and current context

1. There are key components of the problem that need to be understood to enable
realistic interventions to be identified. These include:

traffic-flow and peak periods

travel time budgets and travel distance
average and variable charges

taxes, charges and fees

oo ow

Traffic flow

2. Road capacity varies with vehicle speed and numbers. A representative’speed-flow
relationship is shown in the following figure.!

Figure 1: Speed-flow relationship

A B

Speed decreasing /
flow increasing

Speed static / flow
increasing

Speed
(9]

D ) Speed decreasing / flow decreasing

-

Flow

3. Roads operating‘between.A’and B (free-flow) will be operating at close to the posted
speed limit but supporting modest traffic volumes. A road operating between B and C
(optimal capacity) wifl"have slightly lower speeds but higher traffic volumes. Road
operating between\C and D (flow-breakdown) will have lower speeds and lower
volumes.

4. A motenway lane operating optimally at peak times will support over 2,500 vehicle trips
anour with traffic speed of about 60 to 70 kilometres an hour.? At off-peak times they
are\Jikely to operate at close to their posted speed limits. This capacity can be reduced
by a range of factors, particularly the frequency of onramps. It can be maintained by
measures like ramp metering3. Capacity will be reduced by more than 15 percent
where large vehicles make up more than 10 percent of traffic.

IThe Congestion Question, Technical Report, Ministry of Transport, 2020
2 Guide to Traffic Management, Traffic Studies and Analysis Methods, Austroads, 2020.

3 Ramp metering is a signal-based system that regulates traffic flow according to current traffic conditions.
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5.  An optimised arterial road lane at peak times will support up to 1,500 vehicles an hour
at speeds of about 30 to 40 kilometres an hour. At off-peak times they are also likely to
operate at close to their posted speed limits. This capacity can also be reduced by a
range of factors, like the frequency of unsignalized intersections, the length of the
green phases on signalised intersections, and the number of usable approach lanes at
roundabouts. Occasional parked vehicles will reduce capacity by a third.

Peak periods

6.  People travel most during the weekday morning and afternoon commutes, and on
weekend mornings. The following figure uses a Christchurch example to illustrates the
concentration of weekday trips into morning and evening peaks and absence of peaks
at weekends.

Figure 2: Typical daily traffic volumes (Source - NZTA)
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7.  Our networksare under,most pressure during the weekday morning and evening
commutes to and/frem work and education. People respond by avoiding peak periods,
making trips earlieror later than their optimal time. This is called peak-spreading. Peak-
spreading into.the inter-peak can result in congestion spreading over longer periods
into the business day.

8.  Oftén these capacity constraints are in one direction in the morning, with flows
reversing in the evening, but there are examples of corridors that are approaching
capacity in both directions throughout the weekday, a trend evident to any regular
users of the Auckland southern motorway.*

Travel time budgets

9. Increasing travel times due to congestion matters to people because they tend to have
a fixed 1-hour travel time budget a day. This 1-hour budget is evident in most

4 Auckland Transport Alignment Project, Technical Reports, Ministry of Transport, 2016.
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developed countries and is known as the Marchetti constant.> As developments in
vehicle technology and network design have enabled us to travel faster, we have
tended to travel further, maintaining about on hour’s daily travel time.

10. Marchetti’s constant applies in New Zealand across all modes.® The following figure
sets out the average return journeys able to be undertaken within 1 hour a day using
our different modes.

Figure 3: Marchetti’s constant (Source - Household Travel Survey)

An hour’s daily travel time
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11. The Househ \i y reveals that people have moved to faster modes to
access mor rviees, and friends within their 1-hour travel budget. Firms can

access more cusg‘I rs, labour, and resources. Any reduction in travel time will
increase acce ile any increase will reduce access.

12. Roughl |rd of the daily travel hour is allocated to work and education trips. Another
third on supermarket and retail shopping. The final third goes on social visits,
\2\ al services, sports and transporting others.

Tr t

stance

13. The distance people cover varies with economic conditions, but has been tending to
increase, with associated increases in safety risks and emissions. The increase has
been particularly marked in Auckland, as illustrated in the following figure.

5 Anthropological invariants in travel behaviour, C Marchetti, 1994

6 The Household Travel Survey — 1989 to 2021, Ministry of Transport, 2023
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Figure 4: Increase in travel — Auckland compared to the rest of New Zealand
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14. While the average distance Aucklander’s cover is less than the national average it has
been growing faster than in the rest of the country. Dwelling“€ensents and job location
data shows that households have been spreading.into le§s’expensive outer areas and
firms have been concentration close to the motdpways.”

15. Travel distances per person have increased from25-to 29 kilometres a day per person
since 1990. Over that period the population has increased from 870,000 to 1,700,000.
This suggests the total distance travelled has increased from 22 million kilometres a
day to almost 50 million kilometrtes a day., Over 95 percent of this distance is covered
using private transport, although public'transport has a larger role at peak times.

Averaging charges compared to variablé,charges

16. Our current way of funding.Jand transport improvements and operation using average
charges. Mostransport funding comes from fuel excise duty and road use charges that
are the same Jrrespeetive of where and when a vehicle is on the network.

17. Trips on parts ef the network approaching capacity delay other trips being made at the
same time and place. Added together these small delays add up to a substantial
increase invtotal individual and collective travel time (congestion). Average charges
mean thatwsers enjoy the greater benefits of travelling at peak times and locations,
with’the cost reflected in congestion rather than in higher charges.

18.7/\Network providers also only receive average revenues, even though increasing
capacity is typically more expensive at locations of peak demand than elsewhere on
the network. This can suppress the supply response at points on the network
experiencing high levels of ongoing demand.

7 Auckland household travel over 30 years, Ministry of Transport, 2021
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The difference between taxes, charges and fees within the funding system

19. The land transport funding system is how money is raised and spent (Revenue and
Expenditure). Funding is sourced as taxes, charges and fees. Treasury guidance
draws a distinction between taxes, charges and fees as follows:

a. Taxes make transfers between groups
b. Charges make transfers within groups
c. Feesreflect costs incurred by individuals.

20. The current land transport funding system includes transfers between road users and
public transport users and property owners and land transport users. Revenues are
raised like charges and spent like taxes.

21. This assessment explores options that would introduce new forms of charge_that are
more like fees than taxes. Charges that reflect the time and location of travel, not just
the distance covered or the weight of the vehicle making the trip.

Status quo response to congestion

22. The status quo transport response to rising demand has beemto:;

a. add more road lanes and more public transparttines

b. increase the frequency of public transport'services

c. reallocate road capacity to encourage uptake. of'public transport, walking and
cycling

d. aim for mixed use development where peaple will live work and play (quality
containment).

23. The returns from large roadchand publie.transport projects are typically marginal (less
than $2 per $1 spent).8 Increased public transport services have not increased public
transport’s share of travel/distanee ‘per capita.® Reallocation of road space has not
reduced vehicle kilemétres travelled or associated congestion.'® Employers have
concentrated theiroperations rather than disperse into suburbs.!

24. Under the status guo-approach, network service levels are forecast to decline.
Modelling suggests average speeds in already congested areas will decrease further
and additional‘parts of the network will move into congested conditions.*?

8 State highway Investment in New Zealand, Michael Pickford, 2013
9 Household Travel Survey, Ministry of Transport, 2023

10 Evidence review of road space re-allocation, NZTA, 2024

11 Auckland employment over the next 30 years, NZIER, 2016

12 Congestion Question, Technical Report, 2020
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What is the policy problem or opportunity?

The problems

25. There are three primary problems:

a. Congestion is worse than in comparable Australian cities
b. The productivity dividend we get from our main cities is declining
c. Residents are leaving cities like Auckland and Wellington

Congestion is worse than in comparable Australian cities

26. Our three largest cities are 10 percent to more than 30 percent more congested than
comparable Australian cities with similar population sizes and densities, as set outin
the following figure.13

Table 1: Comparison of annual commuter times between similar-sizeéd\New

Zealand and Australian cities (Source - TomTom Traffic Index)

City Time commuting a year Time Difference
(20k a day) Difference
Auckland 80 hours
20 hours 30% longer
Perth 60 hours
Christchurch 69 hours
18 hours 35% longer
Newcastle 51 hodrs
Wellington 58hours
6 hours 11% longer
Hobart 52 hours

27. Differences in how we plan and‘fmanage-our networks is likely to be a significant factor.

Commuting mode shares by-car are ‘similar so this doesn’t explain the differences.'*
Other significant factorgtincludesopography and the ratio of roads to houses.

The productivity dividendwe get frem our main cities is declining

28. Clustering ofpeeple and resources in our cities makes them more productive.'® In
urban economics these are known as agglomeration effect. Cities like Auckland and

Wellington generate more GDP per capita compared to the national average. In both
cases this premium has been declining as shown in the following figure.

13 TomTom Traffic Index, Average travel time per 10km, TomTom, 2024

14 australian and New Zealand Census data, 2018

15 Economics of Transportation: Existing evidence and future directions, DJ Graham and S Gibbons, 2019.
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Figure 5: Urban productivity dividend is declining (Source — Statistics NZ)

GDP per capita: Auckland/national GDP per capita: Wellington/national

A R ol s cIe AR I NS BN S N TP ] N o O PNV PP H N DO O NI L LA DD
§ O D DS O NNNDINNND 5 7 & & O O & & OF & &7 o K A7 & 80 a8 APy
AT A DA D D A A0 0T DY AT AR DY O SRS AT S ,1;3? S A}Q AT AP AE S S S S S

29. The level of congestion is likely to be one factor contributing to this decline in urban
productivity. Agglomeration effects arise because clustering makes it easier for people
to do business. Agglomeration benefits are eroded when it gets harder for peopleto
make connections. Increasing housing density only improves access if transpaort costs,
like travel time and emissions, fall.

30. Congestion costs are a material contributor to the cost of doing business. The cost of
flow-breakdown at current service levels in Auckland has been assessed as ranging
between $250 million 1 and $927million!” a year. Wheh,comparing current service
levels with free-flow conditions the studies identified’annual cests ranging between
$1,250 million and $1,392 million respectively.

Residents are leaving cities like Auckland and Wellirigton

31. Existing residents have been leavingicities like.Auckland and Wellington in increasing
numbers. In the case of Auckland\thistrend‘has been evident for the last 30 years.
Outflows now match the natiordalincrease-with net international migration determining
future population growth, as.shown in-the following figure.

Figure 6: Source of Auckland<{population growth (Source - Infometrics regional profile
2024)

auraf 4 X Net internal migration

32. Working age families are leaving Auckland in unprecedented numbers.*® This is on top
of the long-standing trend for older Aucklanders to leave. Auckland still has more
people of working age than other parts of the country, but this is being eroded by the

16 Cost of congestion reappraised, Wallis and Lupton, 2013
17 Benefits from Auckland Road Decongestion, NZIER, 2017
18 2018 Census analysis, Statistics NZ, 2020
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outflows. The cost of housing and difficulties of moving around the city are likely to be
significant contributors to this outflow.

The opportunities

33. Three main opportunities have been identified to improve traffic flow and therefore
improve access.

a. We could adopt more effective traffic management practices
b. We could apply higher charges at congested times and places
c. We could vary all charges up and down with service levels

We could adopt more effective traffic management practices

34. Local area traffic management to optimise traffic-flows has not been systematieally
implemented in New Zealand’s main cities and Austroad guidance is only applied
selectively.

35. Neighbourhood precincts have not been systematically created by.restricting
connections to district distributor roads and installing slowspoints e local distributor
roads within neighbourhoods to make slower-speeds.self-explaining to drivers. As a
result, rat running has not been addressed and résidential amenity continues to be
compromised.

36. Capacity on district distributor roads has been limited due to factors like poor traffic
light co-ordination, inefficient lane markings at(traffic lights and roundabouts, the
number of side-streets into neighbourhoods.and the proliferation of property driveways
along main roads due to housiagrintensification. In addition to these factors the
capacity on primary distributers has been limited by the lack of peak-period clearways,
limited use of contra-flows;, and re<allgcation of road space to lower capacity modes.

37. In contrast our motorways have benefitted from significant initiatives to improve their
operation, most.notably rampsmetering on the Auckland network, variable speed signs
on parts of the ‘Auckland and Wellington networks, and moveable contra-flow barriers
on the Auckland harbour bridge.

We could apply higher charges at congested times and places

38. Legislationtdoes not currently allow for congestion (and its associated costs) to be
addressed using a charge. Demand exceeds network capacity at times of peak
demand+in our major cities. Constrained revenues and construction capacity, ongoing
demand growth, and investment in alternative forms of transport means it is unlikely to
be feasible to solely address congestion on the supply side through improving existing
infrastructure and investing in new projects (status quo).

39. There are likely to be two forms of benefit if charges reduced congestion in Auckland
and elsewhere. Economic benefits, including increased productivity for businesses and
individuals, increased per capita GDP and reductions in vehicle operating costs. Social
benefits, including shorter commuting times, improved access to work, education and
leisure opportunities, and environmental benefits (reduced emissions).

40. Overseas jurisdictions (for example, London and Stockholm and Guttenberg) have had
some success in reducing inner-city congestion by introducing an additional charge to
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41.

42.

fund additional public transport (London) and roading (Stockholm and Guttenberg).
These schemes while initially opposed by many residents have been accepted once
the amenity gains in the city centres became apparent.

Singapore has had considerable success in improving traffic-flow on the strategic
network through an additional charge that varies by time of day. Charging people to
access congested parts of the network at certain times encourages people to rethink
the route, timing, destination and mode of their journey, and potentially whether the
journey needs to occur at all.

Work in Auckland estimated that rolling out congestion charging across the Auckland
strategic network (State highways and major arterial roads) would produce a sustained
eight to 12 percent reduction in congestion, like what happens during school holidays-in
Auckland.

We could vary all charges up and down with service levels

43.

44.

45.

46.

47.

A charging system that reduces charges as well as increasing’them>consistently across
the entire network would avoid some of the distortions/inherent inyapply higher charges
in some locations in addition to average charges.

Our national land transport revenue system relies,heavily on averaged charges,
through fuel excise duty, road user charges, ‘property rates and increasingly general
taxation.

Replacing average charges with variable charges would provide stronger signals to
users about the actual cost of trips,feducing over and under use of parts of the
network. Variable charges wouldalso provide stronger signals to network providers
about user willingness topaysand-better align their supply decisions with demand.

A closer link between use and provision also suggests a reduction in the transfers
currently make between different groups of network users, and an ongoing reliance on
general taxationto fund mefit goods like public transport and cycling.

Moving to variable charges that more closely reflect network use would also be an
opportunity tomaye to delivery arrangements that more closely aligns with how our
networks arée.used.

What engagement with the public and stakeholders has been undertaken
on the groblems and solutions?

48.

The Select Committee inquiry into congestion charging in 2021 accepted written
submissions and held public hearings in Auckland, Wellington and via Zoom
videoconference. Submitters raised some common themes:

e concerns about equity of access to areas that might have congestion charges
o the potential for exemptions from congestion charges

o the capacity and reliability of public transport options in Auckland

¢ how revenue from congestion pricing should be used

o the potential for congestion pricing to lead to a reduction in transport emissions
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e concerns that “rat running” could lead to increased congestion on roads not
included in a congestion pricing scheme

e agreement that congestion in Auckland is a significant problem.

The inquiry concluded that equity should be considered in implementing congestions
charging schemes, that equity concerns needed to be balanced against the fact that a
high number of exemptions would increase operating costs and could reduce scheme
effectiveness. The inquiry went on to note that consideration should be given to
compensation for congestion charging through schemes for supporting low-income
people, such as the Community Services Card.®

19 Inquiry into congestion pricing in Auckland, Report of the Transport and Infrastructure Committee, 2021
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Section 2: Deciding upon an option to address the policy
problem

What objectives are sought in relation to the policy problem?

50.

To improve traffic-flow in our main urban areas currently experiencing congestion, to
improve access, productivity, emissions and liveability.

What criteria will be used to compare options to the status quo?

51.

The options will be evaluated against four key criteria — effective and efficient land
transport in the public interest that is feasible.

e Effective means magnitude that people will value and use the policy
e Efficient means using resources in the most productive way
¢ Land transport means surface transport by any means
e Public interest means the common interests of people/in Seciety.including:
o Accountability — the link between providers andthose whe-pay
o Safety — the impact on traffic safety
o Equity — the impacts on different groups
o Privacy — the impact on personal information
o Climate emissions — the impact ep’greephouse gas emissions

o Feasible means achievability in thetprevailing*political economy.

What scope will options be-~canside¥ed within?

52.

53.

4.

55.

56.

The options have beernsassessed\against the status quo described above, which
involves continuationref'eur current average charging system, reallocation of road
space, relatively limited use of traffic management tools, and use of revenues to invest
in extending existing roading or public transport linear infrastructure.

They include a supply=side option (Option One), that aims to better align supply with
demand, a demand-side options that aims to align demand with supply (Option Two),
and an optienthat aims to align both demand and supply (Option Three).

The options identify classes of intervention that can improve travel-time rather than
specific interventions. The empirical evidence for the options is mixed. The analysis
therefore explores the range of impacts these types of tools can have, concluding with
a gualitative rather than quantitative assessment of the net value of the options.

The options are not mutually exclusive. All options could be undertaken independently
or in combination with the other options. They would also combine with the status quo
approach, deferring the need for some big projects, bringing forward some or
reshaping others.

In land transport, Treaty of Waitangi implications mainly arise in connection with
measures that are likely to impact on land ownership or control. None of the options
considered in this assessment directly impact on land rights, including Maori land
rights, beyond any impact improved traffic-flow has on land development potential.
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57. The counterfactual is continuation of the status quo, without action on any of the
identified options.

What options are being considered?

58. Three options have been identified that are representative of three different ways of
improving traffic flow as follows:

e Option One: Traffic management - better use of existing traffic-flow tools

e Option Two: Time of use charging - enabling a new local variable road
charging tool where charges can be adjusted depending on time of use

e Option Three: Variable road charging - enabling a sophisticated, national
level charging system, that can be adjusted based on location, time of use;
distance covered and vehicle weight.

Option One: Traffic management
Description

59. This option involves making better use of the traffic managementtools that are
currently available. This is the supply-side option. TheSe‘tools hiave been used
elsewhere to deliver road service levels that exceed those being delivered in our main
cities.

60. The option involves having a coherent network wide_traffic management strategy and
consistent plans for each suburb that improve(traffic-flow on main roads and liveability
in residential and business neighbourhoods,

61. The core concepts consist of a\traffic Management plan that identified:

a. neighbourhoods — résidential and commercial - where through traffic will be
excluded and traffic:slowed in streets where property access has priority over
movement of people and,goods.

b. distributor r6ads — motorway, arterial and collector roads — where safe traffic-flow
will be maximised\to'support movement of people and goods over access to
properties.

62. Interventions,inheighbourhoods would include closure of some side-street connections
to main foads to vehicle traffic; direction of traffic through a limited number of controlled
interséctions on main roads: provision of slow points within neighbourhoods to slow
traffic: ,and adoption of subdivisional standards that create neighbourhoods in new
developments that conform to this traffic design.

63. Interventions on main road would include traffic light coordination to achieve green
waves; clearways at peak times; high occupancy vehicles lanes when that increases
peak hour passenger movements, contra-flows at morning and evening choke points,
bus-stops clear of traffic lanes, cycle lanes on sections of high cycling demand and
pedestrian crossings primarily at controlled intersections.
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64. Cost benefit analysis of a selection of traffic management projects of the sort listed
above suggests that returns of more than $12 per $1 spent (clearways) and $14 per $1
spent (traffic light co-ordination) could be anticipated in 2016 dollars.?°

Analysis

65. Comparisons with other similarly sized cities in Australia suggests we could reduce
travel times in our main urban areas by between 10 and 30 percent using existing
traffic management tools that improve traffic-flow.

66. Achieving these results in the New Zealand context, with road deliver split across 68
providers, each with their own priorities, capacity and capability, is likely to prove
challenging.

67. The arguments against increased use of traffic management tools include:

a. ultimately you can’t build your way out and need to limit demand

b. improving service levels would increase vehicle kilometrestravelled (increasing in
climate emissions and road crashes) and will induce demand

c. developments fronting onto increasingly busy roads have reduced amenity and
value

68. The arguments for increased traffic management tools.include:

a. there is considerable scope for high valderaffic-flow investments within the existing
roading footprint. Service level improvéments\benefit many more existing trips than
they induce.

b. increasing household travel,and household and business formation are best
responded to by making mare.Jdse af-existing road resources

c. reducing travel times andymaximising road capacity increases the effective density
of our cities, increasifig, urban productivity and access to opportunities.

d. there is an inherent,tfrade;off between movement between properties and property
access. Properties'fronting directly onto main roads will invariably experience more
traffic effects than properties on neighbourhood streets.

69. To be effective the'approach to traffic management outlined above would need to be
implemented at a regional scale, which would require a consistent shift in approach
across the netwerk. The main lever available to a government to incentivise greater
use of traffic management tools that optimise traffic-flow would be to link the availability
of Natienal Land Transport Funding to the successful adoption of these tools.

OpugnTwo: Time of use charging
Description

70. This option involves additional charges on parts of the network where flow-breakdown
is occurring at peak times. This is the demand-side option. Charges of this sort have
been used in Singapore to maintain traffic-flow on their main roads.

20 Auckland Transport Alignment Project, Arterial Roads Report, 2016
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71. The aim of the extra charge is to encourage those making lower-value trips to avoid
that part of the network, freeing up available capacity for higher value trips. Lower
value trips are like to be those of least value to users. Those that can be rerouted,
retimed, or redirected at least cost to the user. They are not necessarily the trips made
by the lowest income users. A trip to work is likely to be more valuable to a low-income
user than a trip to the gym for a higher-income user. Only a relatively small number of
trips need to be avoided to prevent flow-breakdown and keep networks flowing at
optimal capacity.

72. Charging could be applied at selected points on a road (corridor charge), all points
entering a road or collection of roads (cordon charge), or for the distance travelled on a
road or collection of roads (area charge). Charging schemes could incorporate a
combination of these charge types.

73. Cost benefit analysis of a selection of Auckland congestion charging schemes
suggests that returns ranging from $1.70 per $1 spent (central cordon) through $1.80
per $1 spent (Strategic Corridors) and $0.70 per $1 (RegionalNetwork) could be
anticipated in 2019 dollars.?!

Analysis

74. The Congestion Question work undertaken in Auckland identified that charges across
the Auckland strategic network could reduce congestion by around 10 percent, creating
traffic conditions like those during school holidays. That design used number plate
recognition to charge those entering the.mdin roadynetwork, without charging based on
the distance travelled.

75. The arguments against increased use of {oeal variable charges include:

a. charges are regressive/and inequitable and would fall disproportionately on low-
income groups and the, disabled. As such, the public transport system needs to be a
credible alternative-to-Cars befere charging occurs.

b. increasing chafges'forthoSe experiencing the most congestion would be unfair as
they have already paid.for these roads.

c. governmeént tracking.of movements is totalitarian and a risk to personal freedom and
privacy.

d. the net benefits'are marginal with considerable risk that actual costs will exceed the
benefits.

76. The arguments for increased use of local variable charges include:

a,/t0"be effective transport revenue tools need to reflect the costs that users impose on
society.

b. pricing signals are needed as the existing average charge-based system is poor at
identifying the true value of time.

c. itis unfair that users are not paying charges that reflect the actual costs of their
network use.

21 Congestion Question, Cost benefit analysis, 2019
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77. Currently there is no legislative provision for local variable charging schemes, limiting
the tools available to predict and provide measures. Well-designed and implemented
schemes have the potential to deliver net benefits to society if they keep control over
costs and are responsive to user willingness to pay. The regional impacts associated
with each charging proposal do need to be assessed, including both the impacts on
transport networks and on society, to enable well informed decisions to be made about
whether a proposed scheme can deliver these net returns.

78. A series of local, regional, and national checks are proposed before schemes proceed.
Additionally, the proposed charging regime would enable users to establish if the
intended improvement in service levels is being achieved, while scheme providers will
be able to respond flexibly to actual revealed willingness to pay.

Option Three: Variable Road charging

Description

79. This option involves charges that vary up and down acrosshe, netwark-to reflect actual
service levels. Charges of this sort have been investigated\in Severahplaces, including
locally in the 1990s, but are yet to be implemented anywhere.

80. The aim is to move toward charges that better reflect the{marginal costs of each trip.
Charges that are more like fees and less like taxes. The.distance, time, location, and
weight of vehicles could all be factored int6 charges.

a. Inurban areas charges would be at their highest in locations and at times of
highest demand, and at theirJowest at times and locations of low demand.

b. Inrural areas charges would’be at theirhighest on low-volume roads with high
costs of provision per tripy.and at.their lowest on higher volume roads with lower
costs of provision per trip.

c. In both urban and rural contexts, where users prove willing to pay service level
improvements-should fallow.

81. Both demangd-and the supply response would change under this form of network wide
charging.

a. Users would)be faced with the actual costs of their network use, rather than costs
averaged,across many people and many trips. This should enable them to make
better'decisions about how they value each trip, reducing over and under use of
thexnetwork.

b \Providers would have access to clear signals about how users value trips at
different times and places, rather than receiving funding averaged across many
people and many trips. This should enable investment to be better matched to user
needs, reducing over and under investment.

82. Four major shifts would need to occur.

a. Average charges - fuel excise duty, road user charges and rates — would need to
be replaced by fees that vary based on actual distance, time, location and weight
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83.

b. Subsidies for merit goods?? — public transport, walking and cycling — would need to
be replaced by taxes raised in a way that reflect the benefits conferred on society
as a whole

c. Governance structures — split across NZTA and 78 local authorities — would need
to be replaced by providers aligned with the regional nature of our transport
networks?3

d. Collection methods — fuel excise duty, road user charges and rates - would need to
be replaced by systems capable of identifying the time, location, distance and
vehicle weight in real time, probably using in-vehicle GPS tracking and cellular
communication systems.

No systematic work has been done on network wide variable pricing since the 1990s
so its in hard to identify the likely current net value. In 1999 road pricing reforms were
expected to deliver net gains within 5 to 10 years equating to 10 to 25 percent of the

1999/2000 land transport budget.?*

Analysis

84.

85.

86.

87.

88.

Many of the issues raised by local variable charges apply to'hetwork wide variable
charges, albeit amplified as they would apply to all trips‘not just ¢hose in a few locations
subject to local variable charges.

Work in the 1990’s identified potential net benegfitsiin network wide variable charges
(called road pricing) that would extend the bengfits able to be secured from local area
charging and enable a systematic move.away from average charging.

This finding was subject to availability, of relatively low cost in-vehicle charging
technology that would enable costeffective-extension of variable charging to the entire
network. These technologies have subseguently been proven to be viable as collection
systems through adoption/ofithe electronic Road User Charges system for many heavy
vehicles.

The arguments against inereased use of national variable charges are the same as for
local variable eharging,with.the addition of the following points:

a. all movementsrwould be tracked magnifying the implications for personal freedom
and privacys

b. the unit cost-ef installing in-vehicle collection equipment in the entire fleet could
make network wide charging uneconomic.

The' arguments for increased use of national variable charges are also the same as for
localvvariable charging with the addition of the following points:

a. Extending charges to the entire network has two additional types of benefit
compared to congestion focused urban variable charges.

22 Merit goods are services that the government feels people would under-consume if they weren’t subsidised.

23 93 percent of passenger trips and 95 percent of freight trips start and end in the same region.

24 Better Transport Better Roads, New Zealand Government, 1999
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i. It would allow lower charges for trips on parts of the network with lower-than-
average costs, such as freight trips on low-cost medium-volume rural state
highways.

ii. Itwould enable higher charges for trips that have higher than average costs,
such as freight trips on poor quality low-volume rural roads.

b. it avoids distortions (i.e. traffic diversion) and unfairness (i.e. cross-subsidies)
inherent in variable charges that only apply to some parts of the network and some

trips.

c. It would trigger a reconsideration of current delivery arrangements, with their poor
alignment between network use (regional) and provision (national and local).

d. GPS and cellular communication technologies have become less expensive, albeit
that the labour costs in installing equipment are significant and there are currently
4.5 million vehicles in the fleet.

89. ltis not currently clear if we could achieve the necessary economies of scale, and lift in
network productivity in a transport system of our size to deliver fleet wide variable
charging in a way that is affordable and efficient.

How do the options compare to the status quo/counteffactinal?

90. The following table sets out a qualitative assessment of the three options compared to
the continuation of current average charging andsnetworksmanagement practice. A
qualitative assessment is adopted rather than@,gquantities\assessment as the options
are all enabling rather than directive, so the‘extent te which and way in which they
would be taken up by providers can’t be.known. Additionally, there is little to no
international or local experience with the formg™of variable charging that would be
enabled under Options 2 and 3.

91. Avrating of ++ or + suggests results betterthan the status quo. A rating of -- or -
suggests results worse than‘the status quo. A rating of 0 suggests results about the
same as the status qua:.

Effective

Efficient

Public interest

Feasible
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Optien One: Traffic
management

++

Proven-internationally

+
High value in the short to
medium term, but in the long-
term limited capacity to cope
with demand growth

++

Systemic gains from improved
neighbourhood amenity and
smother traffic-flow

0

Patchy institutional
willingness to improve arterial

Option Two: Time of use
charging

+

Likely to be effective within
selected charging areas

+

Potential to influence
demand in selected areas
but risks diverting demand
onto less suitable parts of

the network

+

Potential gains in urban
productivity, while risking
weak accountability and
emission, safety and
privacy concerns

+

Cross party support for
congestion charging, but

Option Three: Variable
road charging

++

Potentially capable of
delivering fleet wide gains
and fairer

+

Potential to influence
system wide demand and
supply positively but
unproven

++

Potentially systemic gains in
productivity and fairness,
while risking emission,
safety, and privacy
concerns

Expensive to implement
and regionalisation of



road traffic-flows, but growing technically costly to provision would be

recognition of the implement challenging for current
opportunities providers
Overall 4 . +
assessment

What option is likely to best address the problem, meet the policy
objectives, and deliver the highest net benefits?

92. All three options have the potential to improve traffic-flow and advance the objective of
improving network capacity in our main urban areas. Each of the options have
strengths and weaknesses that largely balance out across the options.

93. Inthe Ministry of Transport’s view all three options are worth pursuing in parallel orin
series.

e Traffic management could commence immediately without primary legislation,
relying on GPS guidance, with implementation ongoing for the\foreseeable future. A
key challenge is that it depends on securing support across multipledoad providers to
be fully effective. Draft GPS 2024 renews the focus orgettingsbetter value from
existing transport infrastructure.

e Time of use charging requires enabling legiSlation bat'€ould be implemented
relatively quickly at relatively low risk if injtial sSchemes are limited in scale and
designed to provide proof of concept befate increasing the scale of the scheme. A
key challenge is securing public acceptance of\additional charges on a network that
users will continue to pay for through fuel €xcise duty, road user charges and rates.
The proposed Land Transport/-Management (Time of use charging) Amendment Bill
would enable time of use charging.

e Variable road charging, involves all vehicles in the fleet and lends itself to a more
phased and extended.implementation, first bring all vehicles into the existing RUC
system, then extending eharging from distance and weight to include time and
location. Transitioning the-entire fleet to real-time charges and shifting the provider
approach te.one thathetter aligns with network use are key challenges. Draft GPS
2024 commits te transitioning the vehicle fleet from fuel excise duty to road user
charges, a step on the path to national variable charging.

94. There is,only a limited amount of quantitative evidence available on the relative costs
and benefits of the three options, but that evidence reports returns from common types
of traffic management in the order of $12 to $14 per $1 spent and returns from local
variable charging in the order of $1.70 to $1.80 per $1 spent. Both traffic management
and variable charging options are potentially cost effect, with the larger returns per
dollar likely coming from traffic management.

95. The Ministry of Transport considers that traffic management practices focussed on
improving traffic-flow need to become business-as-usual for the land transport system,
while time of use charging should be enabled in legislation and eventually incorporated
into fleet wide variable charging.
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What are the marginal costs and benefits of the option?

96. The following assessment of costs and benefits deals with time of use charging as this
is the only options currently subject to new regulation.

97. Quantified monetised costs from The Congestion Question (TCQ) work are presented
in the following table. These reveal net welfare impacts ranging from somewhat
positive to negative depending on scheme design. These results should only be taken
as broadly indicative of potential welfare impacts.

Costs and benefits

Impacts

Comment

Additional costs of the preferred option compared to taking no action

Capital costs - Roadside
cameras and back-office
charging systems

Annual operating costs - The
annual cost of collection to the
public provider

Periodic operating costs - The
costs of periodically updating
the collection systems

$46m to $580m

$10m to $267m

$14m to $174m

There is likely to be wide variation in capitakcosts between
options. Currently capital costs are typically under-
estimated. These values should thergforesbe seen as
minimums.

It is not clear if theCost of timetothe public in paying

charges is included."As with ‘capital costs, our current

capacity to afticipate operating costs is low and these
figures sh@uld*be taken as' minimums.

Technolegy tends to be quickly outdated. Periodic costs are
likely te"be material. As with other costs, the cost of
maintaining/operating capacity is commonly under-
estimated and these values should be seen as minimums.

Additional benefits of the preferredsoption compared to taking no action

Travel time savings

Vehicle operating cost savings

Climate and health emission
savings

Present valué benefits

Present value costs

Net present value

Benefit-cost ratio
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$25m to, $490m

$2mito $52m

$0.5m to $3m

These values account for only a proportion of the time cost
of excess congestion in Auckland ($250m and $927m). This
confirms that charges have the potential to reduce rather
than eliminate excess congestion.

This result is consistent with needing to only alter the
behaviour of a modest number of trips to secure time
savings for the remaining trips.

The scale of emission impacts is small, within the margin of
error of modelling. This confirms that charging to reduce
excess congestion is unlikely to have a material impact on
climate and health emissions.

Net welfare impacts of TCQ options

$305m to
$2,733m

($182mto
$3852m)

$124m to
($1.118m)

0.7t0 1.8

The value of benefits identified in TCQ modelling exceeds
the costs of excess congestion identified in two studies of
Auckland congestion costs ($250m and $927m). Both can’t
be right.

Options covering small parts of the network have lower
costs and lower benefits. Options covering larger parts of
the network have higher benefits but much higher costs.
Options that focus on the highest volume parts of the
network (motorways) are likely to be more cost-effective,

Net welfare impacts vary widely with scheme design and
implementation.

Well-designed and implemented charging schemes appear
to have the potential to make a modest though cost-



effective contribution to net welfare.

98. Given the potential variation between schemes, limited real world experience with
charging and the limitations of current quantitative assessment tools, a qualitative
assessment has also been undertaken to complement the quantitative assessment.

The results are summarised in the following table.

Affected groups

Comment Impact

Evidence Certainty

Additional costs of the preferred option compared to taking no action

Regulated groups —
Motorists

Providers —
Territorial
Authorities and
NZTA

Others adversely
impacted — property
owners and public
transport users

Collective impact —
road users not
paying charges,
safety and climate
and health
emissions
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Additional compliance and Medium

collection costs

TCQ identified public sector
costs ranging between $70m
(city centre) and $1b (regional
network)

Time costs in paying charges

There would be additional
privacy implications

Additional cost and complexity Mediam

of collection systems

TCQ identified operating-Costs
of $24 million (city ‘eentre) and
$441 million fregional
network) annually in gross
revenues

Lasslof property value due to Low
any‘increase in the cost of

acecess

There is potential for
distributional implications for
business, if charges exceed
the value of time savings.

Unanticipated crowding of
existing PT services would
impose costs on existing
public transport users

Loss of value due to traffic Medium
diversion and sub-optimal trip
times, routes, destinations, or

modes

Safety and emission are
unlikely to be adversely
impacted but benefits

High — compliance costs will be matetial,
but the number of trips affected is
uncertain due to the enabling-nattre of
the legislative frameworK.

High - collection costs will be materially
higher than existing costs of collection.

Medium — The distribution impacts on
property values will vary between
schemes, with adverse impacts likely to
be concentrated among properties where
supply exceeds demand.

Medium — The adverse impacts will vary
with each scheme depending on the
locations and charges applied. If charges
are set to optimise capacity, rather than
raise revenue, only a modest number of
lower value trips should be impacted.



Total monetised
costs

Non-monetised
costs

identified in TCQ were
marginal and could be
revealed to be marginally
negative.

Medium

Additional benefits of the preferred option compared to taking no action

Regulated groups -
Motorists

Providers —
Territorial
Authorities and
NZTA

Other beneficiaries
- property owners
and public transport
users

Collective impact=
road users{net
paying the‘charges,
safetynand the
environment

Total monetised
benefits
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Reduced time for higher value
peak period trips

TCQ identified public sector
benefits ranging between
$27m (city centre) and $243m
(regional network)

Increased user willingness to
pay

TCQ identified public sector
revenues of $21 million (city
centre) to $261 million
(regional network) annually in
gross revenues

Increased capacity to support
new housing and business
services

The value of timé Savings to
staff or customersimay set
necessarily trapslate inte
market-benefits todbusiness
wheretheir existing ‘access to
markets exceed'their current
capacitysx

Any-increase in investment in
public transport would benefit
public transport users

Increased number and
average value of peak period
trips

Safety, climate, and health
emission benefits seem likely
to be nominal.

TCQ identified emission
benefits ranging between
$0.4m (city centre) and $3m
(regional network)

Medium

Medium

Medidm

High

High — Time savings to those who
continue to use the charged route are
reasonably certain, but those charged off
the regulated route would reduce the‘het
value of time savings. The net effect is
likely to be a modest gain.

High - Al effective charging scheme
should incréase service levels, willingness
ta,pay and therefore provider revenues.
However, charges may only need to be
moderate‘toachieve the capacity
objettive, so net gains to the provider
seems likely to be modest.

Medium — The distributional impacts on
property values will vary between
schemes, with impacts varying with the
locations and charges applied. Charges
are likely to have a moderately positive
impact on housing and business capacity
if they are successful in materially
increasing the effective capacity of
existing networks.

Medium — Successful charging schemes
should increase effective network
capacity, but if revenue is given priority or
charges are poorly designed the scale of
benefits may be more limited.



Non-monetised Increased network Medium
benefits productivity in moving people
and goods

99. The outcome of the time of use charging cost benefit assessment largely depends on
the ability of schemes to deliver the collective benefits associate with improved traffic-
flow, with the other costs and benefits tending to cancel each other out. Traffic-flow
benefits will depend more on how schemes are designed and implemented than on
design of the enabling legislation.
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Section 3: Delivering an option

How will the new arrangements be implemented?

Time of use charging concept

100. Enabling legislation is needed to implement time of use charging. The aim is to set
charges at a rate that changes the behaviour of those making the lowest value trips. As
a rule of thumb, only about five percent of trips need to be moved out of peak times to
maintain traffic-flow and materially improve service levels for the remaining trips. The
charges need to be increased over time to maintain this effect.

101. Charges could be at selected points on a road (corridor charge), all points entering a
road or collection of roads (cordon charge), or a charge for the distance travelled.on a
road or collection of roads (area charge). Charging schemes could also incorporate a
combination of these charge types.

102. Charging scheme proposals will need to consider the impacts oh the roads subject to
charges (charging area), how the initial charging area will belexpanded into the
surrounding areas that are able to be charged (schemeg‘@area), the impact of charges on
the wider network (regional network) and the impacts ‘@nssociety. (distributional
impacts).

Figure 8: Time of use charging network area, scheme area, and charging
area

Regional network

Scheme area

Initial charging area Charge extension

! !

Establishe?d by At the operator's
Orderin discretion

/ Council

103. To gain public acceptance schemes need to be clear about the improvement in service
levels and the initial charges need to deliver those service levels. Careful design is
needed to avoid simply shifting trips onto other roads that can’t cope with the extra
trips. The revenues also need to be invested in a way that those paying the charge will
see as adding value locally.

104. Charging schemes should be jointly developed and delivered by the NZTA and any
local authorities that initiated the scheme as the scheme agency. Public consultation
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105.

would be undertaken on proposed schemes and on extension of the charging area of

approved schemes.

The process for introducing a charging scheme is summarised in the following flow-

chart.

Figure 9: Charging scheme development process

Initiation

Scheme initiated by
territorial authority
and/or NZTA (on
Minister of
Transport's request)

Development

Proposed schemes
developedand
consulted on

Application to
Government

Minister of

Transportevaluates
proposal with advice
from the Ministry of

-

Cabinet decision

Cabinetapproval
and recommends to
the Governor
General to establish
a scheme by Order

Commencement

Scheme operator
can vary scheme
design and charging
area within sechemme
area

Transport in Council

106. Collection arrangements would be determined by each schemeincluding the
technology used for collection, the back-office and payment arrangements.
Standardised data on scheme performance and revenues will need\to be produced to
aid in scheme monitoring and reporting.

107. In addition to Minister’s having to be satisfied schemesdare.in the public interests
before recommending an Order in Council, the résponsible Minister would be able to
replace a scheme operator or revoke a scheme that wasn’t delivering as claimed in the
scheme design. The Minister would he ‘&ssistedhy- an independent expert advisor, in
the form of the Commerce Commissian.

How will the new arrangements be monitored, evaluated, and reviewed?

108. A key aspect of the propesed charging scheme design is that they state the improved
level of service to be deliveredby charges. This should ensure that users and oversight
agencies can tell whether thé charging scheme is preforming as claimed.

109. To enable charge operators to consistently achieve these service levels over time, the
proposed design gives operators considerable flexibility in setting charges within an
approved rangesenabling them to adjust charges up and down to achieve and maintain
traffic flow. The-charging scheme in Singapore has successfully used this approach to
achieve its.service level targets.

110. The leadrole of the NZTA in charging schemes will maintain the current lines of
eleetoral accountability, with central government setting vehicle charges and local
government setting property charge. If enough electors are sufficiently dissatisfied with
charging schemes, they can replace their elected representatives. This electoral risk
should lead to a reasonable careful approach to new charging scheme design and how
schemes are implemented.

111. In addition to these scheme specific measures, Minister’s will have a system oversight
role, supported by an impartial independent expert with expertise in infrastructure
network performance and monopoly pricing. Commerce Commission would be charged
with ongoing oversight of scheme operation and performance. The responsible Minister
would be able to replace a scheme operator or revoke a scheme that wasn’t delivering
as claimed in the scheme design.
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