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Purpose 

1. This paper updates you, and seeks further feedback on, the introduction of a regional fuel 
tax (RFT) in Auckland. 

E~c~ws~m~ ~ 
,.·<~/ ~·-··\ 

2. T.here are nine key desi~n choices you can make in introducing a ~~~<vg~;woul~f~ tQ, 
d1scuss these choices With you on 4 December 2017. /·, >/,·<v/ \.,\,j / 

/<>'~""',~·( '•."I' (~:~-.~~/ 
3. We have discussed the proposed RFT scheme with Auckl&,ryd.~ouni:Jil. Auckl~nq.&i'uncil 

would like to be able to use RFT funds for a wide range of trari9R)rt acth(iij.es (t;>,bth operating 
and capital expenditure), subject to agreement with ~~~rs. Our aqvie9:-1S'{hat RFT funds 
ought to be applied to specific capital projects agr~~·€f.Wtih"::Mmist~rs-;-><·.:---/ 

/~·:./' .. · ·'', ·~---.\ '-.,,) / ,/,...-...~...,_\ .\ ·',,.,,) 

4. Following an indication of your preferences on_ th~"~.~·n of,:.:(~1RT~e'1 
will prepare a 

Cabinet paper for you. The Cabinet paper ~!t~P{?yt4:e1he)QfidatrJ~nfal design aspects of the 
policy. A RFT will require an amendment-toJh~? uand TrarrSplpq Management Act 2003. 

··,"·· .. '''·"'",,>_\ '···-·~/./ ~-........ ....._ ~- ....... > 
5. We suggest you take the Cabinet p~~.eCtiyto/Cabihet:e:n Monday 18 December 2017 . 

.. ~ <~~.:~~··~,~> -·~" '~< \~;.::>, \ .. ) 
6. We have talked to all of the first ·arret riro~t of thi;l·li.Mo,nd 'tier fuel companies that distribute 

fuel to .retail destinations in ~kla~Th~/,M~E3·~~ntirmed th~t th~y are able to implement 
collection of a RFT by 1 J,u{y-2Q1.,8 at 1Ittle·a0cjithl_na1 cost, provided It uses the same 
concepts as the existing').b~l AilthorUte$·tu~ Tax (LAFT) in the Local Government Act 
197 4.1 Broadly, the ~'f:t::S~pJies w~sD f~~· is· distributed to a retailer, and is very similar to 
the approach in tt)e:;200_8J~.:F'r le(JS1aJkin:>/ 

l (~>'""......,_'... ''\.,./' <. \,j// 

7. The New Ze~nd~~lnog@(~~'Ghiation (AA) is open to the idea of a RFT; the Road 
Transport Fd(Qtjl)lf;e'opptl~ed;:::EW:tller details of stakeholder views are set out in the 

' /---.. \ v· ,/ ...... ·., ""·. "· "'-
Appendj.~/, \ ( '· ·, .. ',<> 

<-·· (/;::> / ... \) ~''·<> y 

8. Th.l~ ~ap~t:#fs ou(~tztign~ for the shortened legislative proce~s to enable the new scheme 
)J'b.~JDc:~ce ~~~~J-~~2018, as well as a more conventional trmeframe. 

// _..F /0 ""J" ·''>, \ \/·' /·--.... •. -~-

S~r..uf:tl1(~9l thi§.~P-~~-( 
.,/" '"-'<.-/ ) ' ~ ,/ /.-· _.-.../ ~ ·, ... "·~ ... '!,/ 

<g:;:,,~..::::r'his,R~r ~'the following parts: 
····~,~)> !' /> ., -... :~>-~~~--~=>/ 

. (9)-·} ·,,part one: revenue forecast 

<'~~~:~~·i::· part two: design of a RFT for Auckland 
"- '""-

•,/9.3. part three: limits of a RFT 

9.4. part four: parliamentary process, consultation and communications 

9.5. part five: recommendations. 

1 Local Authorities Fuel Tax is 0.66 cents per litre for petrol; 0.33 cents per litre for diesel. 
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Part one: revenue forecast 

10. We have estimated that a 10 cent per litre RFT in Auckland will generate between $170 
million and $190 million in revenue per annum through until the end of 2028, with revenue 
then falling. 

11. The primary reason for falling revenue, from the end of 2028, relates nottp decreasingJ-Md 
use or number of vehicles, but the increasing share of road use attrib~~Je:. to electr!g5/ >, 
vehicles. The impact of electric vehicles is negligible in 2017 and is.e@j30(~:1ncrease-' . ..; 
between five and 15 percent by the end of 2028. .., '> ·.···<'·,>/ ( 1.. fl 

-:-<.~_ '>/'//'" .<) ,r-..~ '•"~ ~~ _.,,./ 

12. This estimate does nottake into account: /;';:: ···,<> v \,,\;::;;:_.;~ 
',_.;.;- ~-"'-. "--"--.. \ /~ 

" ... ~> .. /".,_' \ \ 
12.1. legitimate avoidance by consumers or large tr~ that trave~~~n (egions. It is 

possible that some consumers or large truck(\ thaHravel b~etlt(aeJtregions will be 
able to avoid a RFT by purchasing fuel i!:k~~~:fti@hat 9qes1lo(t-!ave a RFT 

"-·,,.'-.-_"'~/·.~/,. ,,-,.-\ ~ (""'"'-.., ;\ \ ..... ....__... .. ) ,,/ 
12.2. illegal avoidance by fuel being distriPt;llEfd)\litf:i<{ut ?·'Ri=t·6:etn9 paid < <- ') \J 'J <~/'-,~".",. "'"'~,) 
12.3. any unforeseen future growth ortfeelfn"e"Jri fu~·~. ·<> 

c·~~;~~>v . \\) .. ,:,~~~ 
Part two: design of a RFT for Aucklancf' .. ··,<:·>-> (:;;~~~;·~},:\ 

-,_~-·----~:/! / ~-~ ' ~;;:,~~ ) 
13. Cabinet agreed an oral iten:l~•\subfect tr(n)at.C~~inet decisions, the Government will look 

to develop.legislation th~~ W~;.,aJt~)v Au~Q~ ~Uficil to introduc~ a RFT in 2018 of u~ to ~ 0 
cents per htre on petrQ1:anach~l pufrctia~CJ'ft?r use on~road, us1ng the 2008 RFT leg1slat1on 
as a basis (CAB-1 ~;:~(~1D 'ref~~t"<>~/) 

/("/=..~"-.(/~' ' </ <,,/~) ~~ 
14. To enable thejin~~ions tc(~~en by Cabinet, and the preparation of a Cabinet paper, 

we would likE\ t3~ur f~K'Oti nine design issues relating to the most fundamental 
aspects9tt~ .. e~.ptfCY. This::.~~!3nsets out the design issues and associated strengths and 
weakn~.e,$< / .... :.; ··,,) 

-~. '·~,>-.• ,_~v:; .. / <~:~~" /) 
How shpu)a)he/(ivenqf:}:jJe__s~§nt? Spent on specific projects? Or part of general transport 

//,.. '\,. ""/ \'c~~ """'"'> reven:O$'f/) -,.,,/ ·" , \//·v 

~/~--<~v (,/;)' .--'-:·~~-~~,\ < 
~;"~) LJlYe'notE{inPa..ft-.hhe that a RFT will raise a significant amount of revenue- potentially 
····:V<::-1f'etw~'e.t\'$:ti{}1and $190 million per year. 

'•, ,u) '/_) '·"-...., ·~ .. ,,,:·-..~"""'-,~-·"'' 

16. .J~i~ on the next page provides a framework and a range of options as to how this 
/<:/J:n.ort,'ey should be spent There are four key options, and any number of other options which 
·.:<could also be devised, which will all fit somewhere on the spectrum. 

··· •.. ;" 
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17. 

<~~-""' 
'·' (.,,<~~) ~/·.. \ .J 

The four key options are describ~d b{!JQW;> " \ \>·. \) 
<,-'··,·,,, ') ) ., < ~~2~ '•<>·,~; •' 

Option 1- Capital P!oi~cts'i~tfi;~~;MI~rs 
.·· ,,,.""-·--. ··, {"' ,,. ~....,.. 

17.1. This option wo)-IJ~j~st~Qt RFJ-futt(nijtc{ projects specified by Ministers. You would 
choose this 9Ptf99RJ0f exc¥l(Pfe,. ~611 wanted the RFT to fund the seven public 
transport.Jny(st(y~re JJ~~entlfied in the election manifesto. 

I" ,.~-.., .... ~ .... '\._ /.~ r_ ..; /" ,/ 

Optl~n i~~ct~ ~~~fl§9 In the Auckland Transport Alignment Project CATAP) 

17.2. Tpl~~&~~~outti~the RFT to be used to fund projects (or a subset of them) 
//)~~t~i~d In ATAP.(G(~ny similar Auckland Council- central government structure 
· ·<~.ie,.f:(miQJ:lt repl~ce·lt) . 

.,;_'·---,.,, ·,,"•v//~ • 0'\, --~""-, /i'f':,> 
'····>'"/;00tior-:(3·,. .... ;transport projects identified in Auckland Council's Long Term Plan or 

v· R~qMtiari'd Transport Plan 
",.,..-,.s--""7 "-,,,_ "'""<. ,__ -,~,..} 

( ifhiHJplron takes a much broader view of the purposes of RFT, and delivers it as an 
<~<<actdWonal funding mechanism for Auckland Council's transport activities. It takes the 
'···.>~ew that the local government democratic and consultative processes will identify 

·priority transport activities. Activities that also require National Land Transport Fund 
funding will be subject to the NZ Transport Agency's investment decision making 
framework. 

Option 4 - General activities 

17.4. This option is the broadest of all, and treats the RFT in the same way as the existing 
LAFT- a funding mechanism which the Council can use across its entire range of 
activities. 

Auckland Council's view 

18. We have engaged with Auckland Council on this question. Auckland Council has provided its 
perspective as foHows: 

18.1. Auckland Council wishes to use the funds from a RFT for "transport activities" 
specified in its Regional Land Transport Plan (RL TP) I Long Term Plan (LTP) I 
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Annual Plans. These are proven statutory instruments which support a 
comprehensive approach to planning transport investment, with clear linkages to 
services levels, asset management plans and growth/land-use planning. 

18.2. Legislative provision for "transport activities" will include both major and minor 
projects,· and capital and operating expenditure. From Auckland Council's /·· 
perspective the benefit of such an approach is that it avoids unbalanced invep(~nt 
in large infrastructure assets without providing for the mainterf~bc'A of thes~s'et$;. 
the services provided through them, or important smaller 8Gal.e:~gfrill im(~sTin,ent~ 
By way of illustration, this would allow RFT revenues tQc.be,.~ig11ed tp,AhQkla:btl 
Transport's network optimisation activities. These c9mpris~ mix of'iptii;or~pital 
works and operational expenditure, and will deliver<tne.:gr:eatest r:_eturr11 qn'"' 
investment of all the ATAP projects as well as p,:qviding'ifle t"Q_o~t)mmediate relief of 
congestion in Auckland. /:/) L_ <, ~~-~> 

r/) '-,·,<~<~~~,;-:- /'::~~~<:~'<>> 
18.3. The Auckland Council proposes that Mi(lf~ef~ .~auld ~~(ov8,l ~ RFT to fund 

transport activities that have been i~~c(;a~'-8 Pric.Ht'}'~e region, and which 
cannot otherwise be funded within<~~ln{~n'6ed tirtlt#{art$ The Auckland Council 
would welcome a legislative re~~r~~~~fior t?e.-'tf.ari'S!?.9rt programme partially 
funded by RFT revenues to.~E;J~~~jl9re.~~ ~l~ft» Crown. 

\,'· '""· \ ~·· ... \ \ 
18.4. If, however, the governlr\eQt ~~ietes tQe~ij.~{~n is to provide for transport 

"projects" as opposed to th(_Ajltkla,pd,Go'tt.RQ's preferred "transport activities" it is 
important that AucJ<tarra,Council d~idfis.11f:agrees with the government what those 
projects are. !9J~:~-~~~ ~e ei~~~r.~~n'f~~ntification in the L TP I RL TP I Annual 
Plan and suf?~,.t.o f{ll.Jf appfqval'9Y the M1n1ster or through the ATAP refresh. The 
Auckland ,CQu(ltif_Yi,Puld p!)ilfe('·tbe'Jormer, as ATAP does not have statutory 
status. l<;t~lhQ:·proj~ct~Ltfitough the L TP I RL TP I Annual Plan has the benefit of 
ensuring·'tfr;it<;Onsultattoil'<ll'l the fuel tax is achieved, without requiring a separate 
co~~~~tta9-t5ro9~~~~~itvndertaken (as previously required by the 2008 RFT 

)f9)~1~t(dfiJ. '·<<>) 
<. \ / /" "'" \) \-," ) 

1 ~.5. ··i.f1e:::Atickl<{hQ C9t.mcil is opposed to hypothecating the tax to specific capital 
<.:··... ~Fbiect&r-..i!s.'t{reJ<loa RFT legislation did, because a highly specific arrangement 
'·<;~es~ri~(n:9'~cific projects, anticipated benefits, timing and costs, additional 

· funC:llhQ '"~urces and precise percentage allocations between projects, is 

1Vffl)~~garily complex and inflexible. The Auckland Council is also concerned this 
<~, '\bou)ti)increase the risk of judicial review (given projects inevitably change over time 

/) ···<··~o the consenting process or changing community needs). 
,/)( <>) '·,) 

.---:-:-=-:--:-~--=''"':-/!,.,.,·· /;;t~~:: 
s9(2)(g)(i)"~~·\ 
OIA I ( \1 • \ j I 

Ministtv of Transport's advice 

19. We agree with Auckland Council that the approach taken in the 2008 RFT legislation was 
probably too prescriptive. 

20. Of the four options above, our preferences lean towards option 2. This option supports the 
approach that RFT is an additional imposition of taxation on Auckland drivers, and that there 
should be some clearly identifiable additional benefits delivered by it. Given the relatively 
small number of projects to be funded, it should be possible for Ministers to assess the value 
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of those projects, and whether additional funding is truly required for them. The projects that 
you might identify under option 1 are also likely to meet this criteria. 

21. We can see merit in option 3. A RLTP guided by the Government Policy Statement on land 
transport could produce a set of transport initiatives that align with Ministers' priorities. 
Further, these initiatives remain subject to the scrutiny of the NZ Transport Agency if th~Y> 
are to be funded in part from the National Land Transport Fund. While_foJickland CoUDGil<bas 
proposed that initiatives under this option be subject to agreement w~:JY!.fni~ers, ~tlinf\·> 
that the likely volume of these kinds of initiatives means that it will ~e.$'e.,ry,4H'ficuMpf <-1 " 

Ministers to form a view on them. This creates a risk that, rathe_p1l:J.S:l!)Q'efng us~_d t<tiwJJi 
additional transport activities, RFT would be substituting for.~~tin~f{pnding 6ref~ 

22. We do not support option 4- we think that funds raisedJro~t~~~p~rt "~ould be 
spent on transport activities and infrastructure. /~>)l~~ · .. 

'· •.. _ ·...- ,.~--._/· 

23. In relation to the first two options at least, a --~uired 
should be able to be used for capital ovnonrt taKexr:teMditt 
debt incurred to fund the relevant project, 

24. 

Should the legislation be specif~c~~land? __ ~ . __ ·· r. ---·"'------------' 

...-)"'.~, tr / '-

25. There are two ways t9'·ffl)pj~~t a R!7f:'\ '\ 
<~~ ..... .rv·; ... /··./-') .. _.. /<> \.~\.,~ ... -/) 

25.1. put in plf!§)&stttation eil~)tn'g--a'RFT to be put in place for any region 
(covera~}ijm 1) <:~·<:··-.\ 

,-:---~....,_c'"'""'-.....- <.....__~-"(" (,--,_~~ -~ '-/ 

25.2. )l!Jt ~~\~ legisJ:atfQ!t~t only provides for a RFT for Auckland 
/<{~e~l;\ge option 2r\·v 
'"-... ... :'·<~'·,/~>..- ,/· .... , ·' 'j 

26. Cev~rag$;optioQ_1 ~Yk:totfo'the design of the 2008 RFT legislation . 
.. /:) ·",,.:""·~~/--;/ •\ f::-~-~::..,./.~ 

27. (<)?9'U):j-aV'e iJ1:dlcat~to'date that Auckland is the focus. However, a significant funding need 
<::"'"',~'Ot]ld a~ise:,fil,·~r:J~fher region in the future- perhaps as a result of significant population < </~-~rowth/(r1t¥1need to rebuild infrastructure following a natural disaster. Coverage option 1 
· .. , : .. -- prq~vfqa~.!~U)ility to deal with such a need on a case~by-case basis for a RFT in another 

/ regi~:n:l>\Wh control always remaining with Ministers. 
/.><._<,,/</; ·/ 

28.-;</A:t ~9 wish to exclude the possibility of other regions making a proposal for a RFT, legislation 
r-·-·<-~, <would be drafted restricting a RFT to Auckland (coverage option 2). This would provide 

((-.. '\\'·~ehicle owners outside Auckland with greater certainty around their future fuel costs. 
\~,·~~-/ 

'29:' Coverage option 1 is our preference. 
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How should a RFT be established? Should legislation require a proposal from the region and then 
an Order in Council? 

30. There are two process options for establishing a RFT. 

Process option 1: enabling the Auckland Council to make a proposal for a RFT 

31. The process is summarised below: 

A regional council proposes a RFT and coJnSttUI~~tflte 
community. 

Joint Ministers (Transport and FinCJn~::~l:c~nsi,deJ 
from a regional council. Le!~•;:»•auur~ 

a broad discretion to ac•~J:)t 

tnetv·.atcot!tor th~~Pt~P10S1ll, seek an Order in 
........ l'l,lfc.t-~-th ... RFT. 

32. Consistent with the 
responsibility for lnttl~tkl9::~~A~.J 

l'\t"', .. ,..,.,,Q in requiring a proposal is to put the 
regional council. For the avoidance of doubt, a 

33. 

regional councilllirQIU(;fE~'e 

•tfffln!i:tlii=:!••va proposal for a RFT specifying, among other matters, 
lf't11i~h'A~. money and the duration of the tax. Your decisions on 

woltnl1\re~;;rntcr what the Auckland Council could propose. We 
joint Ministers (Ministers of Transport and Finance) broad 

a proposal, as did the 2008 RFT legislation. 

with the Auckland Council, as this process option Is our preference. 
indicated it would like to consult on a RFT as part of its L TP between 

and 28 March 2018. Auckland Council could develop its proposal and 
parallel with the passage of the primary legislation through Parliament. 

,3fi::'· \ option 2 is for the legislation to be simplified, and rather than Auckland Council 
( ( ,\ \ g for a RFT as under option 1, the legislation could directly prescribe the RFT for 
\~"'::~~· · Auckland (with or without the ability for other regional authorities to apply for their own RFT). 

36. This approach could be seen to align better with a situation where central government has 
already identified the projects which it wishes to see funded. It is unclear if, or whether, it 
would make sense for Auckland Council to consult with ratepayers if this approach was 

. taken. 
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Should a RFT apply to petrol and diesel but exclude compressed natural gas (CNG) or liquefied 
petroleum gas (LPG)? 

37. Cabinet has already stated that RFT will apply to petrol and diesel. Not applying the tax to 
diesel would result in a distortion in favour of diesel vehicles. 

38. We do not propose that the tax is applied to compressed natural gas (yf5;1G) or liquefi~(, 
petroleum gas (LPG). We understand that the majority of these fuels:::'a(~:,us,ep off-r~ ah~jl 
considerable amount of the excise duty paid on CNG and LPG i~ urt~:~~/refun~~~· r) . 

/ >(,~"-·.,/;_,,_./'"''·._>· {.......,.. ______ ....,_ ·"'----~-~/~ 

Should the legislation specify a maximum tax rate- a legislative Cf?O?':Qr''S!Jpu/d the'·t~{As1ation 
provide an adjustment tax rate over time? v' ',<··,, \ \ 
39. 

40. 

Primary legislation could specify: 
/") 

39.1. no maximum rate /c;:,~~~;?;:J 
39.2. a maximum rate (for example, 1 0/R.e~ p)~ lifre). 

x..._/ i,," 

·-, "·. '"~ '-./ / ....-.....__, 

If a RFT is in place for a number of y~~JJQt~Pecjfyi~:~~~ximum rate in primary 
legislation would allow the tax to bs<'iiJQtE(r.eadily ~"~j~(ted, for example, taking into 
account inflation. Not specifying (,r-qaxi~dm ra(~~Cqct'Gllow joint Ministers to more readily 
increase the rate of without 91:@.ngih{i$rim~J1t~~~(m. This would be our preference. 

/<--·~·-'--.., ~\ '\., \,j'~_!___:;; 
41. One reason why you migftt'tQ wlsh to ~'fy,1n a maximum rate in legislation is to provide a 

level of certainty to b~t)~~~a'nd ht6(1se)~lcrs about the maximum rate of tax. 

/::>"<<~;;? /<?<\,:::::;/' 
Should the legislation sfikffi.~'rnaximi.lrit'd,uration (a specific period of time) for the tax? Or should 
the tax apply indefinjtel¥-f;:-._~/ ,~ .. -~;;;,<·-) 

_.A, \ '\~~~' _ _..-:-:;-::· {,~,,"->"-'>.,_ "'~---.,) 

42. You h~Y~·~Jk~{( about a RE'~~eing a short- to medium-term funding tool for Auckland. 
',, ..,,/ / ~-"-,'[ ~ ... / 

43. Giyen g.dQ:tt:f6gulafQ)y pra~tice, expected change away from liquid fuels and likely future 
/~~hl.!Sr:P'Jech~~t~ recommend a RFT be limited to ten years. A review prior to the 

<'<E})$Pi~m th£?,J3P.;f~h001d be triggered to ensure that considered decisions can be made 
/::-=;-·;'"~bfuf it~/~~~fton or cessation. 

·' ,I . ,, ~-. ' ( I ,-, ·,.· , 

-H~\;tsh~uJ4~~~fillJiFT be collected? 
--J /:~/>.> "·-<'·~~ 

44. /'~,J\,~~T could potentially be collected at the: 
{< <' ./) --,~,) 

·".~:.:44.1. wholesale level (when the fuel is produced or imported) 
'_,_,,; 

44.2. distribution level (when the fuel is distributed to a retail destination) 

44.3. retail level (when the fuel is sold to consumers). 

45. To minimise compliance costs, we propose that the tax is collected at the distribution level
when fuel is delivered to retailers or any other location where fuel is supplied, such as fuel 
tanks on farms, for example. Collecting the tax at this distribution level would mean the legal 
liability would be on persons distributing or providing fuel to retail destinations. This is the 
approach taken in the 2008 RFT legislation. 

46. From talking to the fuel companies, we expect collecting the revenue at the distribution level 
will be relatively straightforward. 
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47. Collecting the tax at this level is supported by the fuel companies, as it would align with their 
existing LAFT obligations in the Local Government Act 1974. 

48. Collecting the tax at the retail level is not preferred, as it would result in greater 
administration and processing costs. Collection of the tax at the distribution level reduces the 
number of parties involved. 

49. Collecting a RFT at the wholesale level is more complicated as not aiiJ~-\;Vholesale~:?. __ 
(produced or imported) in a region is ultimately used in that region (t,qr\exai]::tpfe, it IY}a~ be··-) 
transported to other regions). ' ·<·-._-:-.:'·-~/ ( {\ n 

/;/--::,·:~<:: <;-" -~~~/ 
How should the legislation deal with off~road fuel use? {_.,-', -, './ 

'~"-<'..> (_~·-.. ," 
50. Cabinet has already decided that the RFT will only ap~fY~g fuel pure~~~ use on-road. 

Therefore we suggest there be a way to exclude or)'¢{~~ta>s-~<JC:f-4_elysed ofkoad. 
~-,r /" ,'" ~,, ', \ r' / \ ', '··,_/ 

/_J /.> ',,._) I~- f J 

51. There are two ways of dealing with off-road fuel hse~/-_/)' .<,··--\ '-// 
./;~~---.~:·"<><~~;_.// /<.:(> '•·,<<:~.~~/ 

51.1. exclusions -where the ultimate u~_'of1J:l~'fuel is !(-no~ •. ti1€ fuel company is not 

required to pay RFT on the f~~~!~;a:t6_~~~ ~~~.$1::lination 
51.2. refunds -where the end ~ 'of.~e~fuel 9ao\)~!y~ determined by the purchaser, 

allowing that purchaser to 'aR~)6r af~ltq~~:.) ./ 
.... /::::~---.. \ ,:_/'<'':,,) L~,.,/ 

Exclusion . <~ <. ) ) .-.::--.·-<-:----' 
/;/~'~...._ '-.. \._"'"'v ~:>/ /(''~~\"\ "\,,,) 

52. As noted above, we p(6p~~:i6 ali~ k_ey__I)Gir concepts with those already in place under the 
LAFT concepts. ThfS1rleans'RFFW9ula'i'Wf apply to fuel: 

~r,/ ,y '-'v'/ 
~,~::~/")) (--...,_ .. ,,., <. 

52.1. used in'jhe_~rati~l~'etticity 
\ ~.~...,;.. - -:7" ./''>-, ~-- ·~::::--·----..,/~ 

/·· \ \·'_,/'~J '\, '-.. ', \. .• 

52.2. <~~~;~Jar use as 'fu~tMr any commercial ship 
-.,, ·-~ / .. / /""'," 

52·~·- us~fn t~ inan.vffo'Cture of refined petroleum products at any refinery. 
//~) :'"'·, '''---v,/~!/' 1\ ~-~-,V/.-

53. <:'«tWi~i(buy$'~i~~ifr6a-f1t quantities of diesel for its locomotives. Because this fuel is not used 
/;~·~"-o~16ad,)Uh'o4~',itot be subject to RFT. We are discussing with KiwiRail and its fuel 

<, <..<~~pp1Le$(whlj1Jlef exclusion is possible or whether a refund will be required. 
"-·-·-... :). /~)~·-,·~- ~--->'>.::-::;// 

Reroncl~'petrol 
--'\.'' ...,v/ ./ V 

/ .:· ' <~ 

54. <<~·))t~(}Zxcise Duty (FED) is levied on petrol at 59.24 cents per litre. A refund of FED can be 
/-<',~!aimed where petrol is used in vehicles which are not required to be road registered (such 

('r ... -~\~\~ ·as quad bikes on farms). 
\.~···,_·~._,,../~/ 
so.· No refund of FED is available for other vehicles or uses, such as power boats or petrol

powered gardening equipment. This prevents fraudulent claims. 

56. The NZ Transport Agency currently has a system in place for the refund of excise duty. This 
system could be used to refund any RFT on petrol. 

57, We recommend that the refund rules enable those who purchase petrol which is also subject 
to RFT to claim a refund at the same time as claiming a refund for FED. 
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58. 

Refund - diesel 

We think it is important that the RFT treatment of off-road use of petrol and diesel is the 
same, and accordingly we recommend mirroring of the rules under which operators of petrol 
vehicles can claim FED refunds to enable RFT refunds to be claimed by operators of diesel 
vehicles. This will ensure that RFT is not applied to operators of vehicles like tractors anq 
construction machinery. "'· /'/ 

.'/ /" ~/ ,·""-..__, ' 
/ ,,' ,/) -./ ....... "'<··. 

59. · Operators of road-g?ing diesel vehicle~ pay for their use of the roae.~:.~ff>a;?o. f J1qa~l\,)f~r> 
Charges (RUC), wh1ch are based on distance travelled. They ar~,able"to clarm refl;ifldi 9>f 
RUC for distance travelled off-road (such as on farms)- whi91't~is·,d·if:feteht frqfij:~rators of 
petrol road-going vehicles, who cannot claim any refund of.f$.fo'roff-r?ad u~e;>-] 

''"·-.,_> <.~',_ '\) 
60. 

61. 

Our preference would b~ not to .al.low a claim for ~F~~~~d ~hen R~~hiples are driven 
off-road, because we think that 1t 1s both challeng1ng'~~1r on.-too::~p.@rafors of petrol 
vehicles. This is because RFT works on a fuel py1}!~e..~basis,(~1leJ'Fif1sRUC works on a 
distance travelled basis. This means that operB.fo~,:Pt4ieseJ~mqJe~:5Aihich are subject to 
RUC will still pay RFT for their off-road use/~;ju~·~s::O·pe~9{'Qfs Gf·~etrol vehicles will. 

·· ... " ) l (/" ··.. v 
/•. "· ..... / ' .,. '>.,. "' 

However, if your preference was to allp.w~~N'tld for (.)f;f:.::r~'~se for these vehicles, we 
could investigate making a refund ct~i~l&fOr RLJB,ye~ptes'used off-road in Auckland (and 
potentially outside Auckland), bu~pol{t>(~-ro~d.~~~~ide Auckland. 

·-, .. "-, } J ', ' .... ~--.\ \''·, ___ .-·' 

62. We will need to work closeiVJili!h tll~i Tp.(A~po~·f~~ency to minimise transaction costs 
(measures could include ~11§..1:pinimunf·l~.eJS:IG'i refund claims and aligning the RFT 
refund claims with the ~t~.~tund/claiO'l\fQ.rrns). 

<:,<:<:) /:~'·// /~ ( ( ) ) . 
Who should administer, ,~'tfricl enfPt~?,'a.::p(f=r? 

\.~::-/·~~;: ) <>·\, ·.,,~--. <,., 
63. Whilst this is~'fegj~~ tax~o.Rcr~e that the tax is administered centrally. We propose 

that the N4 1\an...spart A~rt..~9tfEi"cts and distributes the revenue to Auckland Council. 
LAFT j,s<t:~ ~{t_.ectly by the~~fcompanies to regional councils, without any oversight, and is 
not a m~dej~t w~·~ould propose to replicate for the much greater amounts paid under 

I)R{~-, /;>/ .:~~-~:~<>;) 
f/ •"-•/ '\- -~~ 

64. ( '~)~bpose:11:)a\ ~'!distributors file a monthly return with the NZ Transport Agency detailing 
/-~:::~)'''fVJHleli~Ct·~~ail outlets in the regional boundaries. The revenue from a RFT would 
<,\/~-.-.:move frbl;n t~~ NZ Transport Agency bank account to the regional council as soon as 

··.\ po~i~wi:~~/ 
',~ // ,':,./ / .. -~-, '"--,~-····,.," 

65. /~~w~{j~opo~e that the NZ Transport Agency would recover its costs from administering the 
.(<>~timne and paying refunding claims from funds paid to the NZ Transport Agency from the 

/;~::::::~:.::··~~~X. 
~ t \ i 

\66.j) Fuel companies have expressed their concern about the risk of some independent tanker 
"··~/ operators purchasing fuel outside Auckland and transporting it into Auckland for sale. We 

propose this be addressed by: 

66.1. penalties, such as those included in the 2008 RFT legislation, for someone who did 
not pay RFT 

66.2. Auckland Council (or Auckland Transport), in conjunction with the NZ Transport 
Agency, monitoring and enforcing the legislation. We have raised this with Auckland 
Council, which is still considering its position. 
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Part three: limits of a RFT 

Risk of fuel companies spreading the cost of RFT beyond Auckland 

67. In our previous briefing to you, we advised that there was a risk that fuel companies would 
spread the cost of the RFT beyond Auckland. .n 

/ ' 

68. We have since spoken with the Ministry of Business, Employment an?JHp~JVation (1\11~~~- .. 
MBIE's advice is as follows. · ,<:_-.. </( /~> /(~1 '··> 

f',, '>; -~~~~-~,-~~~/ \_ \~. -_}) 
68.1. Fuel prices in New Zealand have been fully deregulat7.EJ~~)988 a~~.:_~~, 

nothing preventing retail outlets from selling fuel in d!ffe.(e,(lttegio!}s at t;ilf,fSrent 
prices. This is already occurring, with price differ,e.qces bhlWeen ~lingldn and the 
South Island, on the one hand, and the rest ot-tfr&1~rth lslant("Qn:tJ,\ other hand, 
becoming more pronounced since 2015. /><~<::-~-7 /::=::~'':'>-

</</><> ~"'-,) ..-.., ( (>_ ) ) '~ 
68.2. One manner in which motorists outsi9>~({\~nd,~g~t~pacted by a RFT on 

Auckland is if fuel suppliers were ~~~,tl~o~ to ace~:~ lower margin in Auckland 
(e.g .. by keeping prices consta~11f12~:ll~~rid n~~b..~!~tfi~g the introduction of a 
RFT 1n Auckland) and then seek tQ-recover :the~l.f'narglns rn other parts of the 

t ',.,."'·,. """""-._ ""'- .;;\ "-,.,_ -..,,, \, \ 
coun ry. '"'· •,,'\ '-/ . /'·, \'';· .. • •. \,/ 

'··, ' j ) <, ";,.~. \'v' ... , ''-.,_~/ / ~_.....~ '"' .... "<~~........ > 
68.3. There is also the po!~~J for-'11enJaJl<i,d~~ge", whereby motorists in the Auckland 

region may seek )c(PVrC~~se fu~11)1-..~~jghlfouring regions with lower prices 
(assuming th~_t'fuei)bi¥!fers f~re~ se'ek a similar margin in Auckland and 
neighbourir)~~~ /). \''-_/:/ 

/'.r:;--.._·"·~ ·~/ ,(7 <. ,/'') ---...---
69. In ?ur .discus~L~n~~trf'~Bl.E!.... t~~d~>not consider these risks to be fatal to the overall policy 

ob•ectrve. ( ~-- '~f < -::::-:"'- "\ · 
;J "'- \ f_::;. _./'·· .... ' \,"' \\ ------.._,.,,.-

-"'\. \ / ., ''· '\._ 

Potential soci~(fl~eiJ~bnomic imp'i<;jft:;of a RFT 
.....,<_ '·.,_ ,, .;"/ /.-.,_ 

70. ln<Ol.lr ea~f briefi~'fh'W;tnoted the potential for a disproportionate impact on low income 
/Mu'~h()tas. ~¥tm~ertake further work to determine how best to assess the social and 

-~<-'~~ty'1mpatJsJ)(~'RB. We may be able to use insights from a framework being developed 
,.//~)·~; ~~:·asse~~H:!~nd distribution !mpacts of cong~stion pricing fo_r the purposes. of the 
""'"'>--..AuckJ.at\)d,_ Sn)arter Transport Project. A draft of thiS framework wrll be available m early 2018. 

·---,<~> ,/;~'· .... : .. ~- .... :,,<~-:-~/ 
71. , ¥f~~~ftij:e reasons the Road Transport Forum opposes a RFT is the potential adverse 

/~~onomic impact resulting from an increase in freight costs. Westpac's November 2017 
( ( .. ·€cdrrbmic Outlook estimated that the combination of the direct effect of a RFT, the increase 

\, / 

/t===::.<.:'~i9 freight costs and the removal of the .inter!m transport levy currently paid by Auckland 
; :, ) ; ratepayers would add 0.05 percent to mflatron. 
\<"·.,---·:>: 

Part four; parliamentary process, communications, consultation and next steps 

Options for parliamentary process 

72. A very rapid passage of the Bill will be possible if passed under urgency, using extended 
hours or having a shorter than normal period of select committee consideration. There are 
two options to achieve an implementation date of 1 July 2018: 

72.1. parliamentary process option 1 -passing all stages of the Bill under urgency or 
extended hours. This would mean there would be no select committee process. This 
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would require approval either by Parliament (for urgency) or the House Business 
Committee (extended hours). 

72.2. parliamentary process option 2- introducing the Bill followed by a vote to determine 
how long the select committee has to consider the Bill. Standing Orders provide that 
if this is for a period of less than 4 months, there is an unlimited Jln time) debat~~rt 
Parliament on the matter. The following is an approximate out1ijlti9f the who!Ef/<~·-.. 
parliamentary process in terms of time taken: "'<~<<~~- r(j <') ·,,> 

,, <J,/ [\\_'·,, ~"-, ___ ,} / 

\:~/::;-/ 
(, \/ 

0 first reading and debate (1-2 sitting weeks) 

0 select committee (3-4 months) 

o remaining house stages (1-2 sitting wE1.e~}~ <::;:_'-~',>> 
73. Normal parliamentary process (parliamentary pro~s.)::Q~oH7 3.) w .. o~i'h:~~ing introducing 

the Bi!l in .the usual w~y with ref~rral to sel~ct ce>:il(m"Jtt~·for ~~~,!_ll)~tely 6 months. The 
follOWing IS an approxtmate OUtline of the tlll)~e~egfor !~ ner~·f>ar!Iamentary process: 

. "'· ~<, <~, . -.\) --~/ <:>,_>~'-, "<> ' •• ) 

first readmg and debate (t"'~·,si~tf(g'WeE(ksl '<> 
~,/"'-----~ ~,.,_ .'\/ \ ,-<-..7 ""'"'-·..,.,. 

select committee (61J'QRt~--) /'·, \ \>.,-..,· ··<'·· ', '•. \ \ ···. \ \ 
o remaining house st~e~;~1-~ siU~~~.~J. 

0 

0 

"~ '-.... .• ...- ". - 'x, "-.'".. ;. 

74. A normal Parliamentary tim!Watne ls-tt111ik.fi1Y1q ait}jeve an implementation date of 1 July 
2018. If normal Parliameqt~tfp.~cess i§ ~opted/an implementation date of 1 October 2018 
would be more realist~9::?~.···>,</ /"'~·-'<> 

<' (,./·· ... / /,.,_~~ ... / c"'- ',_ 1
\ } J 

75. Stakeholders wii1):~·~1<~~J.O'kn9~:,wlj~i~Jer'there will be a select committee process. Due to 
the accelerated ~~~. ~(1eve. loRnj_e~t(and the technical nature of the legislation the select 
committee pr~s&;rou1proyjde:::@.i'\bPportunity for details to be worked through. Though we 
have trie~to~~:Yte- its "X~by engaging with stakeholders, there are some technical 
risks wjt.J;vf)qt ~~erring the·~tU)iJ select committee. 

\ .. 'v"··'./!' /·"'·..._\/ - '-"-...../?. 

Commun[sf:ltion~~Af~k to ~~ion pricing ./) '"<··~~ //~/ (--=---·~--~~-;;~/ 
76. /~:J4t1 -~1freqe.[ve_ kJ:>ftSfing updating you on the Auckland Smarter Transport Pricing Project, 
/"'~:~;""-~~ is)~~~iQ~~ ... ~ng congestion pricing options for Auckland. 

{_,/' ("' /) i~___:;-./ l ( --·\ '~._ ..... / 
7-f,z---Tha~...Pr~'fin_.dwill include advice on how communications and engagement on a RFT in 

'··.) ,l)~oklaQd,might impact on the communications activities planned for congestion pricing and 
,.ttte1mporlance of aligning messaging. 

//·:>·/'A""",_"···"-.'-) 

ca~lfitation 
/~-:----. ..,,'"~ ,"~,') 

( (zs)) We have been engaging with key stakeholders to work out how best to implement a RFT. 
\, _ _::::> The Appendix provides an overview of our engagement with key stakeholders. 

79. We have also consulted with MBIE, the NZ Transport Agency and the Treasury. 

80. In order to maintain engagement with stakeholders (particularly the fuel companies) we 
would like your agreement to communicate your decisions on this paper to them in 
confidence. · 
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Next steps 

81. We would like to discuss this briefing with you on 4 December 2017. You may wish to also 
discuss this paper with your colleagues and forward this paper to the Minister of Finance and 
Minister of Local Government. 

82. 

83. 

Following an indication of your preferences on the design of a RFT, we ~ill prepare a /( 
Cabinet paper for you. The Cabinet paper will provide the most funda~1}t9l design aSfiect~ 
of the policy. A regulatory impact statement will also be prepared. (,~~'<(/> /,_...,~ -"' , ,,/ 

• ' /\ > '·~'>,'·..,_:"'>~\;,/ \X \ >_ ;. J 
We suggest you take the Cabinet paper directly to Cabinet on ,1i3,,t>ecerrtber 4<>-R'<::.::/ 

,(~<'< ' <::> \:.:~/::~7 
Part five: recommendations 

'•"-<~;)" \_..) 

(f) 

or 

no maximum rate 

agree that legislation specifies a ten year period for a regional fuel tax 
with an automatic review provision 
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~No 

Yes/No 

Yes/No 

~0 

Yes/No 



DATE: 

(g) agree that the regional fuel tax should apply when fuel is distributed to t;;~ 
retail destinations, consistent with the Local Authority Fuel Tax provisions ~~r;P 
in the Local Government Act 197 4 

(h) indicate exclusions and refunds consistent with: 
/-"""'":, 

:t~JNo 
'-, ·-~ 

(i) 

(j) 

(k) 

(I) 

(m) 
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Appendix: Stakeholder feedback and our advice on it 

We spoke with stakeholders who raised issues that can be grouped as follows. 

Sector 

Fuel companies: 

• 

• Second tier -

s9(2)(ba)(ii) of the OIA. 

Feedback 

• All of the fuel companies advise that 
they can quickly and efficiently 
implement collection of a regional fuel 
tax (RFT) that aligns with existing 
LAFT collection mechanisms and ,/: 
definitions. / ( 

·./ 

• The fuel companies believe .tt}at·Jf RFT. 
makes fuel more expensixe)I:Jsjdg:jhe .. 
Auckland region than gu,lsJ!if,e·tt;> l 

behavioural change ~1ll)~s~ ··· 
/<;~:.-~ .. ~·<><~>/ /~ <. -~ ' 

o Some fuel ~t.J~r~, "Yi!l choos.e"t~~>.. · 
buy fuei!)IJl~~·tJ:!e' Auc~T~s .... -. 'v· 
region,r?G.ver&e!Y aff~ting if:)&./ 
sal~ va~:s of ~eia\~&jySt 
insid~t!!e jbound~J:t~i:t~rtlcular. 

" .~ /~'> -.....,_ ·-..."-.' 
/~-....,_... .. __ . ,.//-1.) '"._;,) 

~</\n'"Vpportumtt~ created for 
/;>;'<'R~~ple ~~,pu~ f~e~ ~ut~ide the 
:.<.<~//;AtlckJ,rld[e,§v9n, shtp 1t ms1de 
'•.'·v/ Aupt(tantl-.anet sell it at a profit. 

., ,!' / ,/ 

'/ :fas experience of this when 
/-~~MSland introduced a fuel 

(·~-...~y. We were urged to put 
'· .. '··.$tfbng compliance tools and 

····penalties in place to ensure this did 
· ., /)· not happen. 
'~ ~-,/ 
--.,'' 
/• Customers may fill containers outside 

the RFT area and transport and store 
them at home to avoid paying the RFT. 
This creates significant safety risks 
including fire and spillage. 

::ot'kroad fuel users • The Road Transport Forum is strongly 
opposed to a RFT, noting its adverse 
economic impact. It recommended the 
RFT not apply to diesel at all, or if it 
did, that heavy vehicles be excluded. 

· .. ~ Road Transport 
'Forum, Bus and 
Coash Association 
(BCA) and New 
Zealand 
Automobile 
Association (AA). 

Our advice 

• We recommend 
Auckland Council 
be given authority 
to enforce the RFT 
boundary. We 
have raised this 
with Auckland 
Council and they 
are considering it. 

• It is appropriate for 
heavy vehicles to 
pay RFT and we 
do not consider 
there is any 
practical way to 
exclude them (nor 
was Road 
Transport Forum 
able to suggest 
one). 



Off-road fuel users 
-Federated 
Farmers, 
Horticulture New 
Zealand. 

• The BCA has concerns that the 
indexation of the public transport 
subsidy will not adequately 
compensate Auckland public transport 
operators for the additional costs of a 
RFT. 

• The AA is supportive of a RFT , 
provided that the amounts raised qrlY' 
spent on projects which deliver ct~r<~"· 
value. ____ '-./ 

_,..,..,.,."'""'· ') 
// ,/ L,....,.,...._ 

• The AA would not be syppbft~or~ ,/. 
RFT being imposed aAyyjliere'autsige( ( 

~.. -...,.t ./ .--''1 / ~.... ·.. ' 

Auckland. _.r---~·-, <./~/ />'·---> 
• The AA would .. ijk~-i~~~-;~~,~?~.~-:·;,··, , 

process be ~'iqt6 Auckl~; · 
Council's ·con~wratt6n a(qi:H:)d.i\S LTP 
early n~'¢ ye~ >) /-.,.:~~~;~::<_}) 

"···.,<~"~-""'_,/ . ...._··,.,;~~--:.._) '·-
• FEftiimlted'J='arm~-::a~d}:!brticulture ,, 'ttew -~~alan9.-SYppo{faRFT provided 
/<~<AJfatjo'me ¢(t11&.1~unt raised is 
<<)!1imt OJ!:~'r{l!-~tfs, and there is a 

'·,_J•efunct::lfiejJhanfsm available for RFT 
Ol]_~~~~ on farms. 
'< --- " 
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• We are working 
with the NZ 
Transport Agency 
to address this 

• We recommend 
that there be 
refunds for fuel 
used off-road. 
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