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INTRODUCTION OF A REGIONAL FUEL TAX

Proposal

1 This paper seeks approval:

regional fuel tax.
Executive summary

2 A regional fuel tax is intended to~ m*e»v;dé aQ éd“dattonal way for regions to fund
transport infrastructure programmes“«tbat WOLﬂd*&tP\erwxse be delayed or not funded.
The revenue from a regional fuel ta)dwlll g& t@fhe selevant regional council.
o s Y \
3 This paper sets out the key‘p\roposed ’élemeﬂts ofa regional fuel tax:
’/ '\"\ .»" »"“‘\\
. Available to aﬁ r’eg}oﬂs bug at laast mltlally only Auckland Council is expected
to make /a“’“rqpos/al fora fegwna] fuel tax

° Reverrue may benu@sed\ to fund capital programmes, debt repayment
assoc\ﬁed ‘with- acaﬁitéi programmes and operational expenditure associated
<Wuhf ggapltal progranime or package of work.

. A &two ,step @rodess for establishing a regional fuel tax — regional council
'makes apr:gposal to joint Ministers (Transport and Finance), who will have
bmadd?scretlon to accept or reject a proposal.

k ;I g ; f" ‘n\
“Thls Qa‘pgp also addresses other matters including exclusions and refunds for off-
e rgad pefﬁf and diesel use. It is proposed that the NZ Transport Agency administers

- tnezreglbnal fuel tax scheme.

o
o,
(

 \ ﬁ'uncated parliamentary process (largely at select committee stage). The paper
=7~ recommends drafting instructions be issued to Parliamentary Counsel Office for the
drafting of the legislation.

Background

6 On 20 November 2017, Cabinet agreed, subject to final decisions, that the
government will develop legislation to allow Auckland Council to introduce a regional
fuel tax in 2018 of up to 10 cents per litre on petrol and diesel purchased for use on-
road, using the 2008 regional fuel tax legislation as a basis [CAB-17-MIN-0510
refers].
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7 On 22 November 2017, the Minister of Finance and | wrote to the Mayor of Auckland
to advise of the government’s intention to facilitate a regional fuel tax for Auckland.
We noted the detail of the legislation was subject to final decisions and we tasked
officials with ensuring legislation can be passed as soon as possible.

8 The Ministry of Transport estimates a 10 cents per litre regional fuel tax in Auckland
will generate between $170 and $190 million per annum until around the epd of
2028. Revenue is estimated to fall after 2028 primarily due to th@mcreasmg uptéke
of electric vehicles (in 2028 electric vehicles could be up to 15,fp ¥eri12 of thgweb|cle

fleet). SN

. Some consumers or large trucks that tfave,l between‘reglons av0|d|ng a
regional fuel tax by purchasing fuel in a\regfgﬂhat ;a‘d"s‘nbt ‘have a regional
fuel tax. Initial modelling of the impact of: large thLcks that travel between
regions and therefore can refuel Qut31de Amklan& éc}u]d see the estimates in

paragraph 8 reduced by up to $20 mrlhOn

. lilegal evasion by fuel ben@gﬂl‘ftﬁbu 'd wﬁhpul &reglonal fuel tax being paid.

. Any unforeseen future growth or dec(" gﬁa’él use.

\_w‘"

10  Analysis carried out in 2(168by third parﬂesmd]oated a 10 cent per litre regional fuel
tax in Auckland would‘*ralse frelg g@osgs by 1.3 percent and increase the average
motor vehicle runmr&g ‘ j’by $15 behyear.

/‘ / \_{,_w

Policy proposal — thé\fundamen(al deslgn aspects of a regional fuel tax

g f "*-k\ \ Y

11 The followmg@ecﬁon Q‘f tir(i p‘éper proposes the fundamental design aspects of a
reglonal fue! fax. Policy” approval is sought for the proposals outlined below, to be

lmglemente’d’by Ie”nglatLon

12 w,f;iﬁhe \per cy.. dkﬂe\pmant process has been accelerated. There will be further

o~ \\deelslons on‘datalls that will need to be made during the drafting of the legislation. |
s Ma‘eek au;ﬁor Jaflon to make these decisions, consistent with the policy intent outlined
“in thrs papef s jointly with the Minister of Finance.

f’&; ‘rogrammes from road users in a region. A regional fuel tax is intended to provide
"~/ additional funds for transport programmes that benefit a region, which would
otherwise be delayed or would not be funded.
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Process for establishing a regional fuel tax

14 | propose the regional fuel tax legislation provides the following process for
establishing a regional fuel tax in a region:

e A regional council' proposes a regional fuel tax. The proposal sets out the tax
rate, the duration of the tax, the programme or package of transport profé’cts
the revenue will fund and how the proposal contnbutey yAh
transport plan.

o A regional council takes into account the views ﬂf rts regronal ‘Exh&ﬁ;aﬁsport
committee and consults the community before*?mahgmg ap 0}60§a| This
consultation may take place through eXIStlD% local* government \consultation

provisions, such as those relating to a Long Term Plan Q_Tﬂ,‘j}

Minister of Transport. }’“::: \;\\“;,,

s ? 3 ‘ 4
. Joint Ministers, should they accep the prqpnsal wﬂl recommend an Order in
Council to establish the reggb el ta;( {orat

15 It ]S proposed the legislation p(e\Lfiés Joxrft M}msters the decision making power to

‘.
Use of revenue from a reglpz}aL fuel ,téx
\J - P ,\‘\ /s J
16 Thereis a w;dg ectrym of ophons-fér how revenue from a regional fuel tax could
be used. At one&gﬂ revengebemg deemed general revenue to fund any transport
activities detgmhed by<fhecregion. At the other end, revenue being only used to

fund capjtal %r%nsport p‘ro]e‘cﬁs determined by joint Ministers.

- J»' /~ W

17 1 propo‘se o middie ound which is the revenue be used for a package or
!pmgraMme qf*ptole proposed by the regional council and approved by joint
¢ d\ﬁ’imsters This, shomd help enable the benefits of the regional fuel tax to be spread
“ h doross thei‘é};{ h.
f s ¢ /.,V o f f {,."r o
18 > S pmpqse-tbat revenue may be used to fund both capital payments and associated
g}ebt repayment. Operational expenditure when it is associated with the delivery of a

/.»package of projects or programme.

J,jLQ“ O }iomt Ministers will determine the extent to which capital and operational expenditure
f,\i\ ' 1 should be funded when approving proposals. Caution will be needed around the

“> approval of operational expenditure because:

. operating costs are generally on-going whilst the duration of a regional fuel
tax is limited
. the purpose of a regional fuel tax is to bring forward infrastructure that would

otherwise be delayed

1 For the avoidance of doubt, in this paper “regional council® includes unitary authorities. Auckland Council is
a unitary authority.
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21

22

23

24

. a regional fuel tax is not intended to simply substitute funds from existing
sources — operating costs can often be funded from other sources such as the
National Land Transport Fund or general rates.

Expenditure on an identified programme of capital projects is important because they
will have a high degree of visibility — for example additional roads or additional pubhc
transport infrastructure — that would not have been possible witholt the reglor}al fuel
tax. Using a regional fuel tax to fund existing activities (or ser\ncés) wouldmakeﬁ
less likely the public would be able to see any tangible beneﬂts‘frbnj/tﬁe re@ionaﬁfuel
tax. . -

| have directed officials to reconvene the Auckland Traf'rsportcAhgnMent Project
(ATAP) to update its indicative package of pré'écts to errsﬂre <t teflects the
Government’s transport priorities. | expect a* repe&‘backm March 2018. It is
envisaged that the regional fuel tax in AquIand WOUld (fﬁn& )he updated ATAP
package (or its successor). o T

Auckland Council W|she§m yse the fun,ds*ﬂom a regional fuel tax for “transport
activities” specified in- Its“*Reg’uzmal Land: Transport Plan (RLTP) / LTP / Annual Plan.
These are proven stafufdpymstrur{nbnts which support a comprehensnve approach to
planning transport mvpétme ~With” clear linkages to service levels, asset
management plans- aﬁ& grow(h[lg’nd -use planning.

( e éid- «“.q

Leglslatlve RMM&on fér nsport activities” would include both major and minor
projects; . ang; capital ahd operating expenditure. From Auckland Council's
perspectlive “the kenefit.of such an approach is that it avoids unbalanced investment
in iqrge mfrastwgt ure ,a‘ésets without providing for the maintenance of these assets,

ffthe éewzces Py ravide through them, or important smaller scale capital investments.

yway /of jllustration, this provision would allow regional fuel tax revenues to be

' a«-a:smgnéd’“fafAuckland Transport’s network optimisation activities. These comprise a

~ \fmn{( Sf\m‘mdr’ capital works and operational expenditure, and will deliver the greatest

r,e’kum o 1 investment of all the ATAP projects, as well as providing the most
-"‘»lmmedlate relief of congestion in Auckland.

,25?‘ Auckland Council proposes that Ministers would approve a regional fuel tax to fund

{ i
Y
L
.

26

™ )»'
™

)| transport activities that have been identified as a priority for the region, and that

cannot otherwise be funded within the intended timeframe. The Auckland Council
would welcome a legislative requirement for the transport programme partially
funded by regional fuel tax revenues to be jointly agreed with the government.

If, however, the government decides the legisiation is o provide for transport
“projects” as opposed to the Auckland Council's preferred “transport activities” it is
important that Auckland Council decides or agrees with the government what those
projects are. This could be either through identification in the LTP / RLTP / Annual
Plan and subject to final approval by Ministers or through the ATAP refresh. The
Auckland Council would prefer the former, as ATAP does not have statutory

4
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27

28

29

30

$9(2)(g)(i) of
OlA.

status. Identifying projects through the LTP / RLTP / Annual Plan has the benefit of
ensuring that consultation on the fuel tax is achieved, without requiring a separate
consultation process to be undertaken (as previously required by the 2008 reglonal
fuel tax legislation).

Auckland Council is opposed to hypothecating the tax to specific capital projects, as
the 2008 regional fuel tax legislation did, because a highly specn‘" ¢ arrange ment
describing specific prOJects anticipated benefits, timing and 00§ts acj,dltlona%undu}g
sources and precise percentage allocations between pre;ects 8’ unr@ecegqanly
complex and inflexible. Auckland Council is also concerned this coulg\mCreasé the
risk of judicial review (given projects inevitably chafrrge ~oyer tlme”’*zzl);e* to the
consentmg process or changing community needs) e "‘x\;, ooy X

s9(2)(g)(i) of OIA.

NN
Treasury comment NN )

The Treasury notes that {] Mmlster of Tpaﬁgport proposes that the revenue from the
regional fuel tax should us§d fo;aflransport programme proposed by the regional
council and approved’bngmf Mmlsfers‘ jncludlng debt repayment and operational

expenditure. . Sy

The specific risk around the funding of light rail and other projects of importance to
the government can be avoided if the government's starting point is that the use of
revenue from a regional fuel tax should be restricted to funding the capital
expenditure (including any associated debt servicing costs) of those projects.
Auckland Council should be expected to fund operating costs (noting that half of
these costs would be paid out of the National Land Transport Fund in any case) and
other projects from other sources.
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33 A regional fuel tax in Auckland is expected to raise some $1.7-1.9 billion over 10

years.

$9(2)(g)(i) of
OIA.

Revenue from a regional fuel tax could therefore
make a useful contribution to its cost.

34 The Treasury has examined the Council’s various arguments and concludes ;nat« ~,

they do not have sufficient merit fo justify incurring the risks described aboge.x ,..{;

35 The Treasury therefore recommends that in the case of the Auckland @wnc

. the Council should be expected to make a contribution tojght ra and .

. the reglonal fuel tax revenue be hypothecated to the\éapltél and*a*ss’oc;fafed
debt servicing costs of light rail only, noting that lt W“H{a}e easy/t fe

Scope for other regions SN

36 | propose the legislation allows any reglonal cdlgqm[(or umtarj co’uhcnl) to propose a
regional fuel tax. PR

37 | am aware that representatives from-other *regLe’ns (ferexample from Hamilton,
Wellington, Christchurch and Otago r‘nawé éXpresSecf m}erest in a regional fuel tax.
-, o
38 | consider that the cwcumstaﬂices/df\ﬁﬂcklané arg ‘unique and at this time it is the
only region where a reglonaﬂ fueL“_tax is wa(ranted | consider, however, it is prudent
that the legislation should-} ramae suffi t:ient ‘ﬂexnblllty to readily deal with any change
of circumstances on a Gése\by case bggﬁ notmg that the final decision on whether a

regional fuel tax |s lm‘p\ésé\d is made@,i;pmt Ministers.

40 | profaos“é“*thﬁ maXImL(m;ate be determined jointly with the Minister of Finance prior

tog troduptlon ofthe Bill. Under this proposal, the maximum rate of the tax would be

Q;nc ed in. ﬂle prtmary legislation (potentially in a schedule). This maximum rate

P We;u be. a@é todbe subsequently amended by Order in Council, with the Orders in

j h Councﬂ’bgmg subject to confirmation by Parliament through the annual confirmation
fiii«ﬁﬁrocés, : I“jns ‘provides sufficient flexibility for changing circumstances.

Maximum durafion of a regional fuel tax in a region

41 | recommend that the legislation specifies a regional fuel tax cannot have an initial
duration of more than ten years, from the date a proposal is approved by joint
Ministers. | also propose that the legislation provides for Ministerial review of the
operation of a regional fuel tax at any time and a mandatory review before a regional
fuel tax lapses so that a decision can be made whether it should expire or be

renewed.
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42 For Auckland a regional fuel tax is only a short-medium term measure. Congestion
pricing enables charging for specific roads (new or existing) and better enables
targeting of those who benefit directly from the roads. Congestion pricing is likely a
better and more enduring solution. However, congestion pricing is unlikely to be
effective tool for raising revenue. Congestion pricing is also currently constrained by
technology and high implementation costs.

Fuel subject to a reg/onal fuel tax

43  As indicated above, | propose a regional fuel tax applies to petrol’?and,,dlesel I
propose that compressed natural gas (CNG) and liquefied petroleum gas){LPG) are
excluded NN

( f

44 Officials advnse me that excluding CNG and LPG makes sense becausefhe hQajerlty
of these fuels are used off-road and a considerable amounl\of the excfse,duﬁ/ paid
on CNG and LPG is ultimately refunded. | understand“tha?&NG ,a,ﬁd LF’,G& ‘Vehicles
comprise only 0.04 percent of the total New Zealand” ﬂeetx Y

45 A reglonal fuel tax applied to petrol alone would mlss a‘,s‘lgfqiﬁc}ant portion of a

| propose a regional fuel tax be c@l{ected at the ctistnbhtlon level: when the fuel is
distributed to a retail destmatlon @é“ce offend\qse) A retail destination is any
location where fuel is supphedﬁr,end use aneljrfcludes both service stations and
private storage facilities, s "chzéel&those onl‘arms

o x x ‘\_}
47 Applymg a regional fuel la)'c@} the dJ_s*tr‘lb\utlton level means anyone supplying fuel to a
region with a reglorralfgél tax weuld’ belrable to pay the tax.

'\\ s

48  Collecting the t x af the\ b}ltlon level results in lower compliance and
admlnlstraﬁm sts thar,l Lec ion at the retail level. Collection at the distribution
level alse ENab S allgnme"ntmth the existing Local Authorities Fuel Tax.

49 CQllebtfmaf the dlstrlbﬂtlon level has been discussed with the fuel companies that

d;s\rlbufe fuel. F&el .companies strongly support aligning the new regional fuel tax

7 e’ggslatlon with. ex}sﬁﬁg obligations. This supports a rapid, low-cost implementation of
g \@ollectlcm obhgatlons

f '\Adestraﬁotgg/ }ﬁbnltormg, compliance and enforcement activilies associated with a

reg’ onal fuel tax”

50 | propose the NZ Transport Agency collects and distributes the regional fuel tax
funds and processes refunds. | propose the NZ Transport Agency has enforcement
functions relating to ensuring distributors pay the regional fuel tax. These additional
activities will supplement similar activites the NZ Transport Agency already
undertakes. Discussions are on-going around the administrative costs that will be
incurred.

51 Discussions are also on-going about Auckland Council having an enforcement role
relating to the trucking of fuel into Auckland to avoid the regional fuel fax.

7
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Off-road use of fuel

52

53

54

55

56

57

A regional fuel tax is not intended to be a fuel consumption tax, but rather a transport
tax relating to use of roads.

A small amount of petrol and between 35 and 40 percent of diesel used across | New
Zealand is used offroad. As such, some exclusions and a refund system 8
proposed for fuel used off-road. b

dlstrlbutors are not required to pay a regional fuel tax on fuel:

J used in the generation of electricity

. supplied for use as fuel in any commercial ship o

. used in the manufacture of refined petroleum, prody“rs» at any 'reﬁﬁeryf
. used in any locomotive. VK ‘

There are a range of other off-road uses. fha%cannot bereadjy determmed by the
fuel distributor, but only by the person wha *aietually{ 4iggs, the fuel. A mechanism
already exists under which a refund ef-FGél Excme Buty-(59.24 cents per litre) can
be claimed for petrol used in ded!c?{ed ﬁﬁ Foad NG ghicles. This mechanism does not
allow a claim for all off-road use.b p_ueitol to :balancéffalrness with robust rules that

minimise the scope for avmdan@, L

t"f B
\\ { g-// k_“j.

IO\
| propose that where a perﬁﬁn can cla{lm a Tefund of Fuel Excise Duty, they should
also be able fo claxm a ;‘ >of reglehaﬁuel tax.

=
PP
d.»

e, /

In the case of ofﬁqad\uSe 9( dlasel} | propose a mechanism be established that
allows a refund for reg:énaHue“L tax in the same circumstances where a user of petrol
could clainy a{efumi of FUeTExcrs’e Duty.

{ i 1 ’ ‘\/ \ d f

Goods and Servlc ‘Tfax nghc;alwns

58

AIeglonal fuel fax has fwo separate goods and services tax (GST) implications. The

ﬁfsf%{s the lrm&actxcn ‘retail purchasers of fuel. Fuel retailers charge their customers a

Py ‘ﬁnaliprlce, Of i;bwhlch GST is added. If retailers choose to increase their prices by

I
[

i
L]

‘f\,

\'

59

A
>

”}0 cent”s perlltre to recover the cost of a regional fuel tax paid further up the supply

<~chaing then ,retall consumers will see a total price increase of 11.5 cents — ten cents

plus 15 r:fer cent GST. This is unlikely to materially increase GST revenue, as in the
absence of a regional fuel tax those retail consumers would probably have spent that
10 cent amount on some other product or service which was subject to GST. It is no
different from any other cost increase faced by retailers.

The second GST question is whether the payment of regional fuel tax by the fuel
distributors to the NZ Transport Agency should be subject to GST. Inland Revenue
has advised that its preference is that it be deemed subject to GST. This would be
consistent with the treatment of Fuel Excise Duty and Road User Charges, although
not with some of the other levies and charges on fuel. It is important to note that
whether this transaction is subject to GST or not makes no difference to the final

8
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price paid by fuel buyers — the fuel distributor will be able to claim a GST input tax
credit for GST it pays on any of its costs.
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Potential issues or risks with a regional fuel tax

60  There are some potential issues or risks with a regional fuel tax that cannot be
completely mitigated. However, these issues are unlikely to be fatal to the overall
objectives of the policy objective of raising revenue for a transport programme from
road users in a region. These are discussed below.

e

;» \

The potential that the tax is spread by fuel companies

61 Fuel prices in New Zealand are fully deregulated, meaning_ the‘re\qé pothln%‘:tog)bmg
retail outlets from selling fuel in different regions at dlffereqf ‘prices. TFhe retai fuel
market is highly competitive in some locations, partlculgrly in“the uppenN@rﬂ? Island,
but may not be in others. As indicated in the recent Fuel gMarké\t‘s Financial
Performance Study, there are likely to be mstafﬁgs where fuel-companies price
differentially at the national level to achieve the,}r deé,we& loca»l;gu\tqames

62  When a regional petrol tax was imposed-in the ma)n cenfresbehmeen 1992 and 1996
it was levied at the wholesale level. Theré”“am repopts‘ihat fuel companies chose to
spread the cost of the regional petrol. th\acr’bss ﬂcLe entwe country. This behaviour
may have resulted from concern ovel::the\ﬁnanm ‘&la\bﬂlty of service stations at the
boundaries of regions (where there may be\ X ear price differential with nearby
outlets). ) \

63 It is unclear whether fuel’ cmpames Wouidfadopt a similar practlce in response to a
regional fuel tax todgy gt is, T{e\é\m\g prices steady (and accepting a lower
margm) in Auckland né Seekmg to ‘recover the reduced margin through higher
prices in less ce’mpehﬁye paﬁzs @f"thé country. The majority of petrol stations are
owned by fuel sampa‘mes anQ\Iherefore the incentive might be to maintain a price

dn‘ferentlal m @rder—tb en& ’U};\gige Customers to fil up where the tax is lower.

Potential boaﬁfda!j/ ZS‘S ues S
64 If fhe taxus notsp}ead by fuel companies, then a regional fuel tax has the potential to
result i cl stczmers” crossing geographic boundaries of a region to buy fuel not

. ﬁsub;ect taa re%\gnal fuel tax.

A Offc]als “do’ ,ﬂot consider there will be significant boundary issues at the household
leVél Onfi’ a small proportion of household fravel is between regions and the
j,f‘ﬁ%stance to a fuel retailer outside the reglon is unhkely to provide enough of an

oghanges for long-haul trucks that travel between regions regularly.

86~ This kind of behaviour may also have an adverse impact on retailers close to the
boundaries.

Pofential equity issues and social and economic impacts

67 A regional fuel tax is only a proxy for the use of a region’s roads. Fuel use varies by
vehicle fuel efficiency and fully electric vehicles use no petrol or diesel. This means
some people will pay less tax than others for travelling the same distance.

10
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68  While difficult to quantify, there is some evidence that a regional fuel tax will have a
greater impact on low income households, which spend more of their total income on
private travel costs (eight percent of total income by decile 1 and 2 households,
versus six percent of total income by deciles 5 to 8). Low income households may
also have older, less fuel-efficient vehicles. The average age of vehicles owned by
decile 1 households is 15 years, whereas the average age of vehicles owned by

Fe

x/\\

decile 10 households is 11 years.

Consultation

69 Officials from the Ministry of Transport have met with Key stékeholderS\ i]ngtdlng the
fuel companies and distributors, representative road ﬁse( roups. (Rogaﬂ Transport
Forum, New Zealand Automobile Assomatlon) ando -roa usergmups (Federated
Farmers Hortlculture New Zealand). Thelr \news haye:been taken {ﬁtb account in the

70 Officials have also consulted with Auckland Gmmcu iﬁfough the policy development
process. The Treasury, Department- \@Zf Ihfterna[ Affa}rs Ministry of Business,
Innovation and Employment, Inlal:(d“Reveﬁue and;\tﬁb NZ Transport Agency have
been consulted on this paper Tﬁ‘a D\epartme Xt\df‘{’-"nme Minister and Cabinet has
been informed. v

Financial Implications

Set up costs

71 There are somg, seiqn E’ostgiha‘t{he Crown will need to fund to implement a regional
fuel tax. The«mamty of~NZ ﬂdnspor’c Agency’s funding comes from specifically
tagged mad&ﬁa@% amd\fee“s‘*“and charges, which can also not be used for the
xmplemefntatx?m of a reg;bnal fuel tax.

72 | ath, see.kmg aCernfabpropnatlon of $1 million for 2017/18 to fund the setting up of
fthe i*eglénal fdét }axYo be repaid from regional fuel tax revenue in 2018/19 when the
-~ feveﬁue from ax réglonal fuel tax is received.

,e

e
‘75 f *The ﬁﬁal arriount of the approprlatlon to be drawn down will be contingent on the

xw

\

l}/}gmstry bf"Transport approving the setf up plan to a maximum of $1 million. Officials
~ale, CUrrentIy working through costings and whether the work can be done for less

5

7 costy

5n‘g ing costs
\
74’ All on-going costs will be netted off the regional fuel tax revenue. Officials are

currently exploring setting up a fee or a charge paid to NZ Transport Agency, from
regional fuel tax revenue, for on-going costs associated with a regional fuel tax.

Human Rights

75  There are no human rights implications to this paper.

11
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Legislative Implications

76  An amendment to the Land Transport Management Act 2003 will be required. It is
my intention that legislation will be in force by 1 July 2018. This will require a
truncated parliamentary process (largely at select committee stage).

77 It is also possible minor consequential amendments will b@ required @tg”%he
transparency and accountability provisions of the Local Governp ept Act 2082
the Local Government (Financial Reporting and Prudence) R@gulét{pps 20?4’4 W

78  An amendment to the Goods and Services Tax Act 1985&&711@ re”qurrea‘teﬁee’m the
payment of regional fuel tax by fuel distributors to thé~ NZ 'T‘ransport Ag?e“néy to be

subject to goods and services tax. N \\ N A
| f(l;w 3D
Regulatory Impact Analysis \ o f’r;“‘l "D
}// o o [f

-~ 1N
79 The regulatory impact statement requrremeht@{pﬁly ‘Qﬁs@réposal A regulatory
impact statement has been prepared ar{d’ is aﬁ}a‘cheq/}o\tbe Cabinet paper.
< \ \
80  The Regulatory Quality Team a %EQMM pewewed the regulatory impact
statement “Regional fuel tax” by the. rstry D%r port and considers that it meets
the Quality Assurance criteria.™, ‘

/“\ \ \\
81 The regulatory impact st nt show*s/elé?ﬁ’rly that alternative options have been
carefully conmderecj,/k@ icati oatbenefit analysis has being undertaken,

|mp|ementat|on ri ’_ ng/e;h idgftified, a reasonable approach has been
proposed to mr ¢, ands eholders’ view have been considered.

Gender Im pllcatlé{msj -/ j\(““\jﬁ Y

™,
82 Theraféfg,ﬂ/o\\gender mp‘hgpt> jons to this paper.

Dlsabllitg\\R\e /sh/ ctj

y
N /\,

83,» Q’Iﬁeré ar;hw}ﬁgbrllty perspectrves relevant to this paper.

/‘3,

le@i’ci’”ty N \\)/

84 .k éeg\ «hotpropose to issue a press release relating to this paper. | proposed releasing
& {\/a M§d ia statement when the legislation is introduced into the House.

gB’S’\} Cl’he purpose of a reglonal fuel tax is to raise revenue for a transport programme from

5\ i// road users in a region. On 13 December 2017, Cabinet Business Committee
considered a paper (CBC-17-SUB-0052 refers) on the Auckland Smarter Transport
Pricing Project. That paper noted that the second phase of the project includes
proactive public engagement on congestion pricing options. The first phase of the
Project identified that the primary success factor for congestion pricing gaining public
acceptance was that congestion pricing should primarily be for demand management
rather than revenue raising.

12
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Recommendations

86 | recommend that the Cabinet:
1 agree that the overall objectives of a regional fuel tax are to both:
1.1 raise revenue for an additional transport programme from )jgad
users in a region; and f;,»ﬂ /,fx ™,

& RN
(Lk A

1.2 provide additional funds for a transport programné/ that {zienqﬂtsfa
region which would otherwise not be fung&dwmld bedelas]éd

‘f/\.
2 agree that the legislation provides a process for estalSﬁsthg a reg{gnaH/ el tax that
includes: 1 {K\«
2.1 a regional council (or umtary makargq,\ﬁob)osal that sets out
the proposed tax rate, ilﬁe ufatlo < th& tax, the transport

programme and proje s”f tﬁe I Vean,WIII fund and how the
proposal contributes toitwe«ré lonal\anspprt plan
/’“’“-» \\’ '
2.2 a regional couﬁéﬂ\%@s’ into.> aécd’unt the views of its regional
transport conmtée}befori\fm}fg a proposal and consults the
communlty N

\*v"

/f')i \J

/f*\ 5 N
2.3 a regw,nal\ /8 nCIl lts proposal to joint Ministers (Transport
and/l‘iiﬁ‘én

\\,

2.4 (Jér’ “\Mlmste?s\ é‘—nlay reject or accept a proposal. Should joint
e proposal they recommend an Order in Council

\x\vr’,te/imp[él\ne;ﬁf*afeglonal fuel tax in that region
.f /;}

agree\t glslgtLon ene\x’ble the funding of capital expenditure, associated debt
rep me o \raﬁianal expenditure when it is associated with the delivery of a
/ gckegé or p e of projects.

A” "“ﬂ “agree ﬂﬁé?kgﬁfatlon provide -joint Ministers broad discretion to accept or reject a
™. s’“ﬁropesﬁ Ldﬂ\ a region
NN

5 .é \*d%’at legislation enable any regional council (or unitary council) fo propose a
/ {.geg{ ynal fuel tax for its region

@”\ Qgree that legislation will enable a maximum rate
\7“/ note that the maximum rate will be agreed jointly with the Minister of Finance

8 agree that legislation specify the maximum initial duration of a regional fuel tax as
ten years with a Ministerial review of the operation of a regional fuel tax at any time
and a mandatory review before the end of the ten year period to determine whether it
should it expire or be renewed

9 agree that the regional fuel tax applies to petrol and diesel and excludes
compressed natural gas (CNG) and liquefied petroleum gas (LPG)
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10 agree that the regional fuel tax is collected at the distribution level (when fuel is
distributed to a retail destination)

11 agree that the NZ Transport Agency have administrative, monitoring and
enforcement functions including collecting the tax and processing refunds including
any consequential, transitional and any savings provisions »

12 agree to similar exclusions provided in the Local Authorities FL@J ~Fax provi 6‘h§xm
the Local Government Act 1974 and refunds consistent with ’tkf(sse e}valla %fuel
excise duty for off-road use of both petrol and diesel ﬂf\“‘ g /v > ;

; % .

13 agree to an amendment to the Goods and Services” Tax Ket 1985‘xfo/a‘éem the
payment .of regional fuel tax by the fuel distribujer. to thé)New Zealahd Transport
Agency to be subject to goods and services tax /¢’ aL — /m\\“\:;.._/’

/) . {"‘ ~ N

14  authorise the Minister of Transport jointly \(ﬂ?{/th ‘Mmls{\e({ F)nance to make final
decisions, consistent with the overall p m it pQ detaits that arise during the
drafting of the Bill without reference tox </\\ o

156  agree to provide Crown fundlngic?\\lloo m»HLo %2517/1 8 for initial set up costs
and for funds for the set up to he i‘e}afm frogq\a{gl al fuel tax revenue in 2018/19

N
16  agree to establish the follgmng new ag@rhiaﬁon
Ay
Vote /,; ,9 fopriafi \) Type Scope
inister \._
Tra’ﬂ,spo\ Hon ﬂc Regional Non- This
1 }{/ y\lﬁo Fuel Tax Department | appropriation
N Administratio | al Output is limited to
Al { \\ n Expense the
N _
RN 2N administration
RO RN % of the regional
AN R, fuel tax
N o0 A implementatio
O IR n, collection
e ,\»\f;*\j and refund
RV AN
e/ % O
17, / a cove the following changes to appropriations to give effect to the
/f\\ <{ecommendatlon in 16 above, with a corresponding impact on the operating balance:
\}:;),,f $m — increase/(decrease)
Vote Name 2017118 | 2018/19 | 2019/20 { 2020/21 | 2021/22
Minister of/for Portfolio & Out
years
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Non-Departmental Qutput
Expense: 1.000 - - - -
Regional Fuel Tax
Collection and Refund
Administration

f?

7N
agree that the proposed change to approprlatlons for 2017/18ga<b0xiexbe meigyde\d In

18
the 2017/18 Supplementary Estimates and that, in the mtenm,\fhgff\/creaéé b/g\met
from Imprest Supply y [ N &\ > ;;?/
19 note that this will be fiscally neutral over the forecast perrdd as the Crown funding in
2017/18 will be repaid as regional fuel tax revenuje»jsyollected 19
ﬁ\“““-
20  agree that the final amount of the appropnatl ;dxbg dravx(r(;*’ - wﬂl be contingent
on the Ministry of Transport approving the §et\1p /plan tp um of $1 million
AN
21 agree that on-going NZ Transport A@e‘n\cy(,cé)st%asfbg}ated with administering the
regional fuel tax scheme to be schen&&\to‘—’ée ch?fged\agamst the regional fuel tax
revenue. N {*?:”‘ N
\ n SN - \‘v’
22 invite the Minister of Transpo)ﬁgf 1SS réfﬂng instructions to the Parliamentary
Counsel Office to give eﬁéet“}to the de@si he recommendations above
¢ f/f\ f\\// (f‘\ \\\‘
¢ /fs RN J
< A /,f” 4
N
o CE’} ;—5 \\‘;
Authorised for Jodgerﬁehf {\“‘Tj
Hon Phil Twyf \\‘}\*
Minister of Tran; rt O s
J\\ ’A*Sﬁ T \\:\‘/::/
/!‘ / “?" [::;}),
\/ »’/'f»‘, O W
/ ’7‘ NV~ NY
(S a {’g ;ij 7
S \\’x
o ,f;s D
LN
s s
N
f‘"\\\ <
/{m\\,\’\\)
)
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