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of the OIA has been noted and no public interest has been identified that would outweigh
the reasons for withholding it.

Listed below are the most commonly used grounds from the OIA.

Section Description of ground

6(a) as release would be likely to prejudice the security or defence of New
Zealand or the international relations of the New Zealand Government

6(b) as release would be likely to prejudice the entrusting of information to the
Government of New Zealand on a basis of confidence by
(i) the Government of any other country or any agency of such a

Government; or
(i) any international organisation

6(c) prejudice the maintenance of the law, including the prevention, investigation,
and detection of offences, and the right to a fair trial
9(2)(a) to protect the privacy of natural persons

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

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

9(2)(ba)(ii) to protect information which is subject to an obligation of confidence or which
any person has been or could be compelled to provide under the authority of
any enactment, where the making available of the information would be likely
otherwise to damage the public interest

9(2)(f)(ii) to maintain the constitutional conventions for the time being which protect
collective and individual ministerial responsibility

9(2)(f)(iv)  to maintain the constitutional conventions for the time being which protect
the confidentiality of advice tendered by Ministers of the Crown and officials

9(2)(g)(i) to maintain the effective conduct of public affairs through the free and frank
expression of opinions by or between or to Ministers of the Crown or
members of an organisation or officers and employees of any public service
agency or organisation in the course of their duty

9(2)(h) to maintain legal professional privilege

9(2)(i) to enable a Minister of the Crown or any public service agency or
organisation holding the information to carry out, without prejudice or
disadvantage, commercial activities

9(2)(j) to enable a Minister of the Crown or any public service agency or
organisation holding the information to carry on, without prejudice or
disadvantage, negotiations (including commercial and industrial negotiations)
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In Confidence

Office of the Minister of Transport

Cabinet Business Committee

REINTRODUCING DRIVER LICENCE RESIT FEES AND ENABLING THE NZTA
APP

Proposal

1 This paper seeks agreement to amend the Land Transport (Regulatory Fegs)
Regulations 2023 (the Regulations) to reintroduce Class One driver licence
resit fees.

2 Agreement is also sought to amend the Land Transport (Motor \.ehiCle
Registration and Licensing) Regulations 2011, to enable the Registrar of
Motor Vehicles to waive fees for users of the New Zealand Transport Agency
(NZTA) app on a class basis when seeking inforthatien fromthe Motor
Vehicles Register.

Relation to government priorities

3 The proposals in this paper support the draft Gavernment Policy Statement on
land transport 2024 (GPS) commitment to ensure the NZTA improves the
efficiency and effectiveness of its spending.

Executive Summary

4 On 1 October 2023, the-Land Transport (Regulatory Fees) Regulations 2023
came into force. TheSe regulations introduced an all-in-one fee for each stage
(learner, restricted, and full) ef the graduated driver licensing system (GDLYS),
effectively removing fees 10 Tesit, reschedule or cancel tests for driver licence
test applicants.\This change was intended to improve engagement and
progressign'through.the licensing system and to lessen cost as a barrier to
gaining{@’licence.

5 While moregpeople are now engaging with the licensing system, demand has
since exceeded capacity for Class One (car) licence tests. There are more
resits dueto failed tests and more no-shows than anticipated. This has
resulted in wait times of over 60 days in some areas.

6 Operational interventions are underway to improve wait times. However, even
with these interventions, the average full test wait time as of mid-March was
approximately seven weeks. | consider amendments to the fee system are
needed urgently to address this.

7 To address this issue, | am seeking agreement to introduce an initial fee
covering two tests (one free resit) for each Class One licence stage (i.e.
learner, restricted, and full), including overseas conversions and licence
reinstatements. Any additional tests will incur a resit fee.
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8 Additionally, NZTA is required to charge a fee for people accessing
information from the Motor Vehicle Register. This fee has been identified as a
barrier to uptake of the new NZTA app.

9 | am also seeking agreement to amend regulations to enable the Registrar of
Motor Vehicles to waive fees for accessing information from the Motor Vehicle
Register on a class basis. This will allow the Registrar to waive the fee for
requesting information from the Motor Vehicle Register for users of the NZTA
app, removing barriers to uptake.

Background
People in New Zealand are driving without a licence

10 Drivers who do not progress through the GDLS have higher crash rates.than
drivers who engage with the system and progress to a full licence ,-Avecent
Ministry of Transport review of the GDLS found strong eyvidence tfat/drivers
who have not progressed to a full licence within roughly:four years of
obtaining their learner licence are approximately twice as likely to be involved
in a crash.!

11 Between 2019 and 2023, drivers without a current valid licence were involved
in an estimated total of 1994 crashes in whiich at least one person received an
injury.

12 The cost of re-sitting a test has beeh identified as a barrier to obtaining a
driver licence.

In October 2023, resit fees were ‘reémoved t0 Tmprove driver licensing system
accessibility and engagement

13 On 29 March 2023;"the Cabifet Economic Development Committee agreed to
introduce new all-in-one fees'for each stage of the GDLS as part of the NZTA
fees and funding review JDEV-23-MIN-0038]. These came into force on 1
October 2023-effectively removing resit fees for those who fail a driver
licence test,

Analysis
The removal of resit fees has led to increased wait times

14 Since,the introduction of the new fee system in October 2023, more people
are engaging with the licensing system. Approximately 300,000 people who
have held learners or restricted Class One licences for more than two years
are starting to reengage with the GDLS.

15 However, test failure rates and non-attendance (no-show) levels have been
higher than expected, leading to increased resits. There have been
approximately three resits per practical test. This has placed increased
pressure on testing facilities and contributed to significantly longer wait times.

1 Schiff, A. (2019). Evaluation of the Graduated Driver Licensing System (Transport Evidence Base
Report 19/1 A). Ministry of Transport. https://www.transport.govt.nz/assets/Uploads/Report/GDLS-
evaluation-report.pdf
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In some parts of the country, the wait time for a practical Class One test has
increased to over 60 days, from a baseline of 10 days prior to the changes.

16 Below is a graph displaying the increase in the average number of days
waited for a full and restricted licence test, separated by month:
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17 Record levels of L@g}tio
Demand for ov lic
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in mid- oy

conversions, which typically require undergoing
in step with immigration. NZTA data shows that
counted for around 40 percent of all tests conducted

18 Operational iﬁ&'ventions to reduce wait times have been implemented and
continue %‘explored. However, wait times remain unacceptable despite
these é

NZTA is ly recovering licensing costs and existing policy settings lead to cross-

subsi@i n

19 n line with NZTA’s cost recovery principles and Treasury guidelines, NZTA
seeks to recover the true costs of providing its services. The all-in-one policy
introduced in October set fees at a level that assumed an average number of
resits which is now lower than the true number, resulting in cost under-
recovery.

20 High levels of cross-subsidisation are also occurring as individuals who
require fewer resits to pass are paying for those who require more than the
average number of resits.
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21 Class Two to Six licences are not experiencing the same cost recovery and
wait time issues. Providers are able to scale their operation to meet demand
and additional resits are not being required at the same rate.

Information access fees are a barrier to uptake of the new NZTA app

22 NZTA is developing an app that will allow users to manage multiple vehicles
in one place (for example, family members’ vehicles that are not registered in
their name), improving ease of compliance and allowing self-service.

23 Current regulations will require users to pay a fee each time a request is
made to access information from the Motor Vehicle Register. This fee has
been identified as a barrier to user adoption. Waiving this fee would re
this cost barrier, enabling potential future features such as change of ss
and buying road user charges, and enabling the app to b publlcly ched
after testing, which is due to begin shortly.

24 Amendments to the Regulations to introduce a ne ver g fee
system would also provide an opportunity to am ransport
(Motor Vehicle Registration and Licensing) R (o] '50.1 to enable
waiving this fee on a class basis.

Proposed changes to GDLS test fees %Q/ O

% number of resits provided at no
r each licensing stage, driver licence

Introduce a resit fee system that will im

25 | propose a new system which r
n

additional charge. Rathe %
applicants will be char% initial ficence fee covering two tests only for
each Class One driv(&' ence e (i.e. learner, restricted, and full),

including for over on tons and licence reinstatements. Each
additional test t fter e charged a new fee.
26 This prop

unacc V%tl
27 The propo W system will apply only to Class One (car) licences. This will
result i in Ifferent approaches for Class One licences and Class Two to

Class Icences (for heavy vehicles and motorcycles).

aintain accessibility while helping to reduce
S.

IN CONFIDENCE

2xx6fpyy64 2024-06-24 13:59:29




IN CONFIDENCE

30 Appendix One details the initial fee figures for each stage of the Class One
licensing system. | intend to seek Cabinet Legislation Committee approval for
the new fee figures for any additional resits following further cost modelling by
NZTA.

These changes will reduce wait times and cross-subsidisation

31 | expect these changes to incentivise better preparedness and reduce no-
shows, which will contribute to reduced resit numbers.

32 Under the proposed system, test applicants who require one test to pass will
continue to cross-subsidise other test applicants as they will be paying a feé
higher than the cost of an individual test. However, the level of cross-
subsidisation by these applicants will be lower than under the current.system.

Proposed changes to enable the launch of a new NZTA app

33 | also propose to enable the Registrar of Motor VehiCles to waive'fees for
accessing information from the Motor Vehicle ReQister on‘a/elass basis. This
will allow the Registrar to waive the fee for requesting infermation from the
Motor Vehicle Register for users of the NZTAsapp. | €xpect this to remove
barriers to user adoption of the app.

Implementation

34 NZTA has estimated that followingthe determination of the final fees, it will be
able to implement the required system ‘elianges on 1 July 2024.

35 Driver licence test providers Yehicle\T esting New Zealand (VTNZ) and the
Automobile Association (AA) will.also require approximately six weeks to
implement the fee change. This can occur alongside the NZTA system
changes.

36 A transitional periodds\required. NZTA will need to operate the old (October
2023) and.the new licensing fee systems in parallel to phase out applicant
entitlement to unlimited resits at no additional cost.

Cost-of-Living Implications

37 While these changes may lead to increased costs for test applicants, | am
satisfied that these costs are reasonably able to be avoided. The new system
incentivises test applicants to be better prepared for tests.

38 | consider they are not of an overall level that will materially contribute to cost-
of-living implications for the nation as a whole.

Financial Implications

39 NZTA estimates that its implementation costs would be approximately
$1,000,000. This reflects the system changes needed to implement the new
fee structure and other costs such as website updates.
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40 NZTA cost modelling is currently being conducted to determine the fee figures
for this proposal. | intend to confirm the final fees at Cabinet Legislation
Committee in June 2024.

Legislative Implications

41 The Land Transport (Regulatory Fees) Regulations 2023 will need to be
amended to introduce the proposed fee system.

42 The Land Transport (Motor Vehicle Registration and Licensing) Regulations
2011 will need to be amended to enable the Registrar of Motor Vehicles to
waive the fee to access information from the Motor Vehicle Register for app
users on a class basis.

Timing and the 28-day rule

43 | intend to seek a waiver to the 28-day rule that secondary legislation made by
Order in Council must not come into force until at least 28 days after it has
been notified in the New Zealand Gazette to avojd worsening long wait times
and cost under-recovery. Given a transitional period is expected to be
required following the new regulations coming into force, there is a risk that
additional applicants may be motivated to/enter the-system during the
gazetting period to gain eligibility for unlimited resits-at no additional cost.

Impact Analysis

Regulatory Impact Statement

44 Cabinet’s impact analysis sequifements apply to the proposal to reintroduce
driver licence resit fees_ for €lasstOne Licences, but there is no accompanying
Regulatory Impact Statenment andithe Treasury has not exempted the
proposal from the impact analysis requirements. Therefore, it does not meet
Cabinet’s requirements far+egulatory proposals.

45 The Treasury.s/Regutlatory Impact Analysis team, the Ministry of Transport
and NZFAhave-agreed that supplementary analysis will be provided at
Cabinet'Legislation Committee (LEG) in June 2024.

Climate Implications of Policy Assessment

46 A Climate mplications Policy Assessment was not undertaken as the
propasals in this paper are not considered to have a meaningful impact on
emissions.

Population Implications

a7 The removal of no additional charges for resits may have a disproportionate
impact on Maori and lower socio-economic communities. If multiple resits are
required to pass a stage of the licensing system, the cost of each additional
test will be felt more keenly by these groups.

Human Rights

48 This proposal is considered consistent with the New Zealand Bill of Rights Act
1990 and Human Rights Act 1993.
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Use of External Resources
49 No external resources were used in the production of this Cabinet paper.

Consultation

50 NZTA was consulted during the development of this paper. The Department
of the Prime Minister and Cabinet, Parliamentary Counsel Office, the Ministry
of Social Development, New Zealand Police, and The Treasury were
informed.

51 NZTA supports the proposed approach but notes that further work is required
to calculate the final fees.

52 | note that | do not intend to engage with the public on this proposal. Public
consultation was conducted in 2022 on driver licence fees'as partof.the NZTA
fees and funding review. Instead, | will undertake targeted industry
consultation with the Driving Change Network, Vehicle Testing.New Zealand
and the Automobile Association.

Communications

53 | intend to issue a media statement on the{changes before the new
regulations come into force, if the recommendations in this paper are agreed.
| will work with NZTA to decide the'most appropriate time for this
announcement.

Proactive Release

54 | propose to defer the proactive release of this paper and associated Cabinet
minutes until the ameéndments seught in this paper come into force. This will
help to avoid worsening longwait times and cost under-recovery during the
transitional period.
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Recommendations

The Minister of Transport recommends that the Committee:

The removal of resit fees has had unintended consequences

1 note that in March 2023, Cabinet agreed to the introduction of new all-in-one
fees for each stage of the graduated driver licensing system [CAB-23-MIN-
0111];

2 note that since the introduction of the new fee policy on 1 October 2023, wait

times, cost under-recovery and cross-subsidisation have increased for Class
One licence tests;

3 note that Class Two to Class Six licences (for heavy vehicles and
motorcycles) are not experiencing the same cost recovery'and wait'tifne
issues as Class One licences;

Introduce resit fees and adjust fee amounts

4 note that a new fee approach is required to address issues identified following
the recent removal of resit fees;

5 agree to replace the current driver licensing fee system for Class One (car)
licences, including overseas conversions andllicence reinstatements, with a
system that charges driver licence'applicantsiwith an initial licence fee
covering two tests only for each"Class One driver licence stage, and charges
a new fee for each additiopahtest thereafter;

6 agree in principle to introduce fees.for additional resits for Class One
licences, based on_cost modelling by NZTA;

7 agree that the final Clagss ‘One licence fee amounts will be approved by the
Cabinet Legislation Cammittee once the New Zealand Transport Agency has
completed cast modelling;

8 note thatthis/proposal maintains some of the increased accessibility aspects
of the currentno additional charge for resits system by offering the first two
tests at a-lower price, and is expected to help address cross-subsidisation
issues;and help reduce wait times;

s 9( '

&

\
10

Enabling the NZTA App

11 agree to amend the Land Transport (Motor Vehicle Registration and
Licensing) Regulations 2011 to enable the Registrar of Motor Vehicles to
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waive fees for accessing information from the Motor Vehicle Register on a
class basis;

12 note that this power will enable the Registrar of Motor Vehicles to waive the
fee for requesting information from the Motor Vehicle Register for users of the
NZTA app;

Financial costs and implementation

13 note that NZTA have provided an estimated implementation timeframe of 1
July for the proposed new fee system;

Legislative implications

14 agree in order to achieve the recommendations above, to make amendments
to:

14.1 The Land Transport (Regulatory Fees) Regutations 2023;and

14.2 The Land Transport (Motor Vehicle Registration and'Licensing)
Regulations 2011 (together, the Amendment Regulations);

15 authorise the Minister of Transport to make“any final decisions consistent
with the overall policy provided on any/issues that arise during the drafting of
the Amendment Regulations, inclyding’transittonal matters, and final
decisions on the Class One licence‘fee amaunts, subject to confirmation by
the Cabinet Legislation Committee;

16 invite the Minister of Transport te.issue drafting instructions to the
Parliamentary CounselOffice todraft the Amendment Regulations, to give
legislative effect to-thenabovedecisions, including any necessary savings and
transitional provisiens;

Impact analysis

17 note that supplementary analysis will be conducted to provide a Cost
Recovery Impact Statement for Cabinet Legislation Committee approval in
June 2024;

Consultation

18 note-that the Minister of Transport will undertake targeted consultation with
key industry stakeholders.

Authorised for lodgement

Hon Simeon Brown

Minister of Transport
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Appendix One - Indicative Fee Figures for Class One Licence Applicants

oD U O
U 0 0 0

New class 1 First attempt $93.90 $96.10 $96.10
learner Second attempt $139.60 $0 $0

Third attempt $185.30 $0 1B€
New class 1 First attempt $134.80 $167.50 $167.50
restricted Second attempt $221.40 $0 $0

Third attempt $308.00 $0 TBC
New class 1 First attempt $109.50 $98.90 $98.90
full Second attempt $169.40 $0 $0

Third attempt $229.30 $0 TBC
Requalification | First attempt $112.10 $93¢70 $93.70
reinstatement - | Second attempt $157.80Q $0 $0
Class 1 learner [Ty attempt $203,50 $0 TBC
Requalification | First attempt $1563.00 $134.60 $134.60
reinstatement - | Second attempt $239:60 $0 $0
Class 1 Third attempt $326.20 $0 TBC
restricted
Requalification | First attempt $126.30 $107.90 $107.90
reinstatement - | Second attempt $186.20 $0 $0
Class 1 full Third.atiempt $246.10 $0 TBC
Overseas First attempt $96.70 $96.10 $96.10
licence Second attempt $142.40 $0 $0
conversion -~ Thifé\attempt $188.10 $0 TBC
Class 1 learner
(Non-Exempt)
Overseas First attempt $183.30 $213.20 $213.20
licence Second attempt $315.60 $0 $0
Conversion s | Third attempt $447.90 $0 TBC
Class 1
restricted
(Non-Exempt)
Overseas First attempt $156.60 $144.60 $144.60
licence Second attempt $262.20 $0 $0
conversion = ['Thjq attempt $367.80 $0 TBC
Class 1 full
(Non-Exempt)

Note: these fee figures are GST inclusive.
10
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CBC-24-MIN-0016

Cabinet Business
Committee

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.

Reintroducing Driver Licence Resit Fees and Enabling the NZTA App

Portfolio Transport

On 15 April 2024, the Cabinet Business Committee:

The removal of resit fees has had unintended consequences

1 noted that in March 2023, the previous government agreed to the introduction of new all-in-
one fees for each stage of the graduated driver licensing system [CAB-23-MIN-0111];

2 noted that, since the introduction of the new/fée policy on I October 2023, wait times, cost
under-recovery and cross-subsidisation havedncreas€d for Class One (car) licence tests;

3 noted that Class Two to Class Six licences (for heavy vehicles and motorcycles) are not
experiencing the same cost recovery and wait\time issues as Class One licences;

Introduce resit fees and adjust-fee amounts

4 noted that a new fee approach is required to address issues identified following the recent
removal of resit fees;

5 agreed to replace'the currént driver licensing fee system for car licences, including overseas
conversionsrand licenoe reinstatements, with a system that charges driver licence applicants
with an initial licedcefee covering two tests only for each Class One driver licence stage,
and charges a new fée for each additional test thereafter;

6 agreed ingrinciple to introduce fees for additional resits for Class One licences, based on
cost modelling by New Zealand Transport Agency (NZTA), subject to further advice on fee
amounts;

7 neted that the Minister of Transport will seek agreement from the Cabinet Legislation
Committee to the final Class One licence fee amounts, once NZTA has completed cost
modelling;

8 noted that the decision under CBC-24-SUB-0016 maintains some of the increased
accessibility aspects of the current ‘no additional charge for resits’ system by offering the
first two tests at a lower price, which is expected to help address cross-subsidisation issues,

and reduce wait times;
s 9(2)(R)(iv)
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CBC-24-MIN-0016
10

Enabling the NZTA App

11 agreed to amend the Land Transport (Motor Vehicle Registration and Licensing)
Regulations 2011 to enable the Registrar of Motor Vehicles to waive fees for accessing
information from the Motor Vehicle Register on a class basis; 2&

12 noted that the decision referred to in paragraph 11 will enable the Registrar of M
Vehicles to waive the fee for requesting information from the Motor Vehicle l@s er for
users of the NZTA app; 4

Implementation E
13 noted that NZTA have provided an estimated implem@(n tll&ﬁ ; of 1 July 2024 for

the new fee system;

Legislative implications Q/

14 agreed to make amendments to the foll to give effect to the decisions
under CBC-24-MIN-0016:

14.1 the Land Transport (Re%’b@vy F@\egula‘uons 2023; and

14.2  the Land Transpo r V@ egistration and Licensing) Regulations 2011;
(the Amendment Re u@yns)

15 authorised the Eer sport to make final decisions, consistent with the overall
policy under 016 on any issues that arise during the drafting of the
Amendme 1nclud1ng transitional matters, and final decisions on the Class
One hcen u s subject to confirmation by the Cabinet Legislation Committee;

16 invited the ister of Transport to issue drafting instructions to the Parliamentary Counsel
he Amendment Regulations to give legislative effect to the above decisions,

y necessary savings and transitional provisions;

Impac}q@yms

17 noted that supplementary analysis will be conducted to provide a Cost Recovery Impact
Statement for submission alongside the paper for the Cabinet Legislation Committee in June
2024;
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CBC-24-MIN-0016

Consultation

18 noted that targeted consultation will be undertaken with key industry stakeholders.

Jenny Vickers
Committee Secretary

Present: Officials present from:
Rt Hon Winston Peters (Chair) Department of the Prime Minister and Cabinet
Hon David Seymour

Hon Nicola Willis

Hon Brooke van Velden

Hon Shane Jones

Hon Dr Shane Reti

Hon Simeon Brown

Hon Erica Stanford

Hon Paul Goldsmith

Hon Louise Upston

Hon Judith Collins

Hon Matt Doocey

Hon Andrew Bayly
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Cabinet

CAB-24-MIN-0135

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.

Report of the Cabinet Business Committee: Period Ended 19 April 2024

On 29 April 2024, Cabinet made the following decisions on the work of the Cabinet Busi Q‘
Committee for the period ended 19 April 2024: 6

CBC-24-MIN-0016  Reintroducing Driver Licence Resit Fees an@bﬁn% NFIRMED

the NZTA App
Portfolio: Transport Q Q

&
Rachel Hayw@

abinet

Secretary @
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In Confidence

Office of the Minister of Transport

Cabinet Legislation Committee

REINTRODUCING DRIVER LICENCE RESIT FEES AND ENABLING THE NZTA
APP

Proposal

1 This paper seeks authorisation for submission to the Executive Councilofithe:
1.1 Land Transport (Regulatory Fees) Amendment Regulationg2024; and

1.2 Land Transport (Motor Vehicle Registration and Licensing) Amendment
Regulations 2024;

(together “the Amendment Regulations®):

Executive Summary

2 The Amendment Regulations will:

2.1  Replace the current ‘unlimited free resits’ approach for Class One (car)
driver licence tests with ‘one freeTesit’, reintroducing a fee for any
subsequent resits;

2.2  Remove the current ‘unlimited free resits’ for converting an overseas
licence to a-New Zealand licence by reintroducing a fee for all resits
and changing/the fees'levels; and

2.3  enable.the waiver of an information access fee for NZTA App users on
a-class basis.

3 These changes.are necessary to reduce the unacceptably long wait times
currently experienced by licence applicants and to reduce the high levels of
cross-subisidisation in place under the current fee system.

4 A 3-month transitional period will be introduced for the licensing fee system
Where the old and new systems will be operated in parallel. This will allow
current applicants who have paid for an application to be phased out of the
system without immediately removing their entitlement to unlimited free resits.

5 The waiver of the fee to access information from the Motor Vehicle Register
for NZTA app users (as a class) is necessary to remove barriers to uptake of
the app.

IN CONFIDENCE
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Policy

Background

6 On 1 October 2023, the Land Transport (Regulatory Fees) Regulations 2023
came into force. These regulations introduced an all-in-one fee for each stage
(learner, restricted, and full) of the graduated driver licensing system,
effectively removing fees to resit, reschedule or cancel tests for driver licence
test applicants.

7 Demand has since exceeded capacity for Class One (car) licence tests. There
are more resits due to failed tests and more no-shows than anticipated. This
has resulted in wait times of over 60 days in some areas — national average
wait times were approximately 10-15 days before 1 October 2023.

8 Demand for overseas conversions has grown in step with.immigratiomand is
another significant contributor to the current long wait times. In.Mareh 2024,
they accounted for 62 percent of all full licence tests:

9 Although operational interventions have been made; they have been unable
to reduce wait times to acceptable levels. Amendments to the fee system are
urgently required. | find that the unlimited.resits fee-structure introduced on 1
October 2023 where test resits have n@ additional‘charge, was poorly planned
and did not consider the future of the/driver licensing system and the
government’s ability to respond todssues in‘that system.

10 Additionally, NZTA is required torcharge“afee for people accessing
information from the Motor’Vehicle.Register. This fee has been identified as a
barrier to uptake of the newsNZTA ‘app. A class waiver provision is required to
enable the Registrarof\Motor Vehicles to waive this fee, removing this barrier
and enabling the app te be publicly launched.

Cabinet agreement

11 To addreSs‘these issues, on 29 April 2024 [CBC-24-MIN-0016 and CAB-24-
MIN-0135 refers] Cabinet:

11.1 agreed+to replace the current driver licensing fee system for car
licenees, including overseas conversions and licence reinstatements,
with a system that charges driver licence applicants with an initial
ticence fee covering two tests only for each Class One (car) driver
licence stage, and charges a new fee for each additional test
thereafter;

11.2 agreed in principle to introduce fees for additional resits for Class One
licences, based on cost modelling by NZTA, subject to further advice
on fee amounts;

11.3 agreed to amend the Land Transport (Motor Vehicle Registration and
Licensing) Regulations 2011 to enable the Registrar of Motor Vehicles
to waive fees for accessing information from the Motor Vehicle Register
on a class basis;

IN CONFIDENCE

2xx6fpyy64 2024-07-01 09:41:26



IN CONFIDENCE

Proposed fee changes

12

13

14

15

16

17

18

A transitional

19

20

21

I am now seeking approval of the specific proposed fee changes, as outlined
in the table in Appendix One.

The reintroduction of resit fees is intended to incentivise applicant
preparedness and reduce no-shows. The additional test fees will also reduce
cross subsidisation between applicants and from the taxpayer. The proposed
initial application fees remain the same as the current ‘all-in-one’ fees in place
since October 2023 but now provide only one free resit, except for overseas
licence conversions. &

For Class One licences (excluding overseas conversions) the fee for a
additional test beyond the first two tests is calculated on a partlal cos %
recovery basis.

propose to charge applicants for each test requwe ober 2023
fee levels. This proposal supports greater cost r faster
improvement in wait times.

For overseas licence conversions, rather than aIIowm @It I
t at t

This approach differs to what was initiall ed binet both on the level
of the fee, and that overseas licence versio n ications will not have a
‘free resit’. Q/

The proposed fees for Class |ge &(sncludlng overseas conversions)
are outlined in Appendix On\6 r%% ation on how the fees were
0

calculated can be found overy Impact Statement attached as
Appendix Two.

Cabinet authorised me to make decisions on this period, subject to
confirmation by this Committee. | propose to establish a 3-month transitional
period where the old and new licensing fee systems operate in parallel.
Applicants applying for a Class One licence after the new regulations come
into force on 8 July 2024 will be charged according to the new fee system.
Applicants who have applied for a Class One licence but not yet passed prior
to 8 July 2024, will retain their eligibility for unlimited free resits for a further
three months until 7 October 2024. This will allow applicants who have paid
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22

23

| have

24

IN CONFIDENCE

the application fee understanding it to include unlimited tests to have time to
progress to the next licensing phase, before the expected benefit of unlimited
free resits is removed.

| have assessed three months as a reasonable period. | have made my
expectation clear to NZTA to reduce wait times to no more than 30 days. The
three-month transition period is based on the best-case scenario of enabling a
person two free resits in line with this expectation.

This three-month period balances the need to bring everyone under the same
fees system, while preserving for a limited time for current applicants to
receive the benefit of unlimited resits they understood as included in their
initial application fee. A longer transition period does not align with the pelicy
intent of the proposed fee system changes, which is to reduce wait times,

made my expectations clear to the NZTA board and will.Continue,to"explore
options to reduce wait times

| have sent a letter of expectations to the NZTA board, making clear my
concerns with the current wait times and my expectation that NZTA take
urgent operational action to address this issue-and advise me of any further
policy changes that would assist to improve operational performance.

Timing and the 28-day rule

25

26

27

28

29

The proposed Land Transport.(Regulatery Fees) Amendment Regulations will
come into force on 8 July 2024 as NZTA.nust make changes to their fees
system at the beginning of the"morith:

The proposed Land Aransport (Motor Vehicle Registration and Licensing)
Amendment Regulations willéeme into force on 4 July 2024, to allow the
NZTA App to ge-public asiseon as possible.

| seek a waiverof the'28-day rule that secondary legislation made by Order in
Council/must net'come into force until at least 28 days after it has been
notified in thedNew'Zealand Gazette.

If the rule‘is'not waived for the Regulatory Fees Amendment Regulations,
there is.avisk that additional applicants may enter the system during the 28
daysvand gain eligibility for unlimited resits over the transitional period. This
would worsen wait times, which is counter to the intended outcome of the fee
system changes.

Waiving the 28-day rule for the Motor Vehicle Registration and Licensing
Amendment Regulations will enable the NZTA App to go public as soon as
possible. Enabling the Registrar to waive fees on a class basis will only confer
a benefit on the public which is consistent with the Cabinet Manual 2023 as
appropriate grounds for waiving the rule, and will support self-compliance with
the motor vehicle regulatory system.

IN CONFIDENCE
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Compliance
30 The proposed regulations comply with:
30.1 The principles of the Treaty of Waitangi;

30.2 The rights and freedoms contained in the New Zealand Bill of Rights
Act 1990 and the Human Rights Act 1993;

30.3 The principles and guidelines set out in the Privacy Act 1993;
30.4 Relevant international standards and obligations; &

30.5 Subject to the comments below the Legislation Guidelines (202@)2
edition), which are maintained by the Legislation Design and

Committee. @ %6

Legislation Guidelines — retrospectivity

Legislation Gui waiver

S/- C
33 The Lan Tr@t (Motor Vehicle Registration and Licensing) Amendment
Regulatio 24 enable class waivers (by a class of persons or in relation to
a class é icles) of the fees for information from the Motor Vehicle

Register;+f the Registrar considers that it would help to implement any system
th%@ otes efficient compliance with a land transport Act. As a form of
%: dary legislation, it is appropriate for the Registrar to be constrained to
king class waivers only for this purpose.

Regulations Review Committee
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Certification by Parliamentary Counsel

35 PCO has certified the Land Transport (Motor Vehicle Registration and
Licensing) Amendment Regulations.

36 PCQO'’s certification of the Amendment Regulations is qualified in that they will
both come into force earlier than the 28™ day after their notification in the
Gazette.

/ .
Imp& Xnalysis

38 As part of the Cabinet decision to reintroduce driver licence resit fees, it was
agreed that the Cost Recovery Impact Statement (CRIS) would accompany
the paper for Cabinet Legislation Committee given the necessary cost
modelling had yet to be completed. The CRIS is therefore attached as
Appendix Two.

39 This Stage 2 Cost Recovery Impact Statement has been reviewed by a panel
of representatives from the Ministry of Transport. It has been given a ‘partially
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meets’ rating against the quality assurance criteria for the purpose of
informing Cabinet decisions.

40 The CRIS clearly shows that the transfers and subsidies introduced into the
licensing fee on 1 October 2023 will be reduced. It therefore presents a
convincing case that the Government’s proposal will be an improvement on
the status quo. However, the CRIS lacks analysis of other options, which

could be more effective at addressing the problem, and has not been

ublic consultation.

Publicity

41 | intend to issue a media statement on the changes follow g Cabm
approval, before the Land Transport (Regulatory Fees) ndm
Regulations 2024 come into force. This announceme IIy
managed to avoid creating additional pressure on %d er ing system
and worsening wait times.

Q.

Proactive Release

42 | propose to defer the proactive release i pand associated Cabinet
minutes until the amendments souglwhls er come into force. This will
help to avoid worsening long wait fi anf@s under-recovery during the
transitional period. QL &

43

Consultation Q

44 NZTA, Parli ary el Office, the Ministry of Social Development,
New Zeal i Treasury, and Whaikaha Ministry of Disabled People
were ¢ the development of this paper. Department of the Prime

Minister@and inet was informed.

45

46

47 The public was not engaged on this proposal to avoid additional applicants
entering the system and exacerbating long wait times. Public consultation was
conducted in 2022 on driver licence fees as part of the NZTA fees and funding
review. Instead, targeted industry consultation was undertaken with the
Driving Change Network, Vehicle Testing New Zealand and the Automobile
Association.
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Recommendations

| recommend that the Cabinet Legislation Committee:
1 note that in April 2024, the Cabinet Business Committee agreed:

1.1 to replace the current driver licensing fee system for car licences,
including overseas conversions and licence reinstatements, with a
system that charges driver licence applicants with an initial licence fee
covering two tests only for each Class One driver licence stage, and
charges a new fee for each additional test thereafter [CBC-24-MIN-
0016 refers];

1.2 in principle to introduce fees for additional resits for Class One
licences, based on cost modelling by New Zealand Transport/Agerncy
(NZTA), subject to further advice on fee amounts;

1.3 to amend the Land Transport (Motor Vehicle Registration and
Licensing) Regulations 2011 to enable the/Registrar of Motor Vehicles
to waive fees for accessing information from.the Moter Vehicle Register
on a class basis;

2 note that the Land Transport (Regulatory‘Eees) Amendment Regulations
2024 and the Land Transport (Motor//ehiCle Registration and Licensing)
Amendment Regulations 2024 (together the “Amendment Regulations”) will
give effect to recommendation 1 above;

3 agree to the new additional festing.fees.as set out in Appendix One;

4 agree to the new test fees for €lass One overseas licence conversions in
Appendix One, which'place all fees at pre-October 2023 levels before
unlimited resits at'no’additional cost were introduced;

5 agree to charge Class\One overseas licence conversion applicants for each
test requifeds-removing all resits at no additional charge;

6 confirm my decision to include a transition period of three months in the Land
Transport (Regulatory Fees) Amendment Regulations 2024 where current
applicants-n'the driver licensing system continue to have unlimited test resits
without additional charge for three months;

. s 92N~
\
8 agree to a waiver of the 28-day rule for the:

8.1 Land Transport (Regulatory Fees) Amendment Regulations, proposed
to come into force on 8 July 2024,

8.2 Land Transport (Motor Vehicle Registration and Licensing) Amendment
Regulations, proposed to come into force on 4 July 2024.
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9 authorise the submission of the Amendment Regulations to the Executive

Council.

Authorised for lodgement

Hon Simeon Brown

Minister for Transport

2xx6fpyy64 2024-07-01 09:41:26
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Appendix 1 - Proposed fees (GST exclusive)

Proposed Class One licence fees (except for overseas conversions) - Single fee
covering two tests with a further fee for each additional re-sit thereafter

Proposed

Class One

licence fees

(except for

overseas

conversions)

Test fee Test fee Total fee Test fee Test fee for
covering covering for first for third third test
first two first two two test and and
tests [B] tests [B] tests thereafter thereafter

All-in-one
Licence stage fee
(current)

Application
fee [A]

Theory Practical ([A] + Theory Practical
test test test test
New Class 1
learner
New Class 1
restricted

$83.57

$145.65

New Class 1

full $86.00 N/A N/A N/A Vo SG.K N/A $62.52
Requalification o Q

reinstatement | ¢a7 04 N/A N/A / 04 | 4748 N/A

-Class 1
learner
Requalification

2
reinstatement 4
- Class 1 $87.04 N/A NQ~ ,@‘ $87.04 $47.48 $89.39

restricted
Requalification

\ 7/
reinstatement $87.04 N/A y N/%\ N/A $87.04 $47.48 $62.52
- Class 1 full N\

Alcohol §\ N

interlock \

device licence

reinstatement $66.96 027.22 | $39.74 N/A $66.96 $47.48 N/A
- Class 1 "* v

learner ~\

Alcohol < ? Nt \
interlock Q 71 *
device licence >

reinstatement 142& $27.22 $39.74 $75.30 $142.26 $47.48 $89.39

-Class 1 v

restricted

Alcohol |

interlock |?~

device licence\'}," $119.05 $27.22 $39.74 $52.09 $119.05 $47.48 $62.52
reinstateme

alcohol’licence
reinstatement- $72.18 $32.44 $39.74 N/A $72.18 $47.48 N/A
Class 1
learner

Zero blood
alcohol licence
reinstatement $147 .48 $32.44 $39.74 $75.30 $147.48 $47 .48 $89.39
- Class 1
restricted

Zero blood
alcohol licence

$124.27 $32.44 $39.74 $52.09 $124.27 $47.48 $62.52

10
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reinstatement
- Class 1 full

Test
reschedule fee
- per test
reschedule if N/A
cancellation
made within 2
working days

N/A $14.26

$14.26

N/A

$14.26

$14.26

Proposed Class One licence fees for overseas conversions — Single fee for each test

Licence stage

All-in-one fee

NEL

(current) application fee

Theory
test’

Practica!

test

Total fee

Overseas licence conversion - ‘ ‘

Class 1 learner (Non-Exempt) $83.57 $45.30 % 9& N/A $85.04

Overseas licence conversion - @OE @S

Class 1 restricted (Non-Exempt) $185.39 /\/ ! 9.74 $75.30 $160.34

4

Overseas licence conversion - V Q. N

Class 1 full (Non-Exempt) $125.74 . Q~ % $39.74 $52.09 $137.13

Overseas licence conversion - “\ | % .

Class 1 learner (Exempt) $2/2 6 y \ 30 S . $45.30

Overseas licence conversion - ) SN

Class 1 restricted (Exempt) M \\“ $45.30 N/A $75.30 $120.60
- . N N>

Overseas licence conversion -

Class 1 full (Exempt) $ 5% $45.30 N/A $52.09 $97.39

1 The cost of a resit for overseas licence conversion applicants will be the same as the theory and
practical test amounts provided in this table. There will be no difference between the initial test fee
and the cost of subsequent resits for overseas licence conversions. This is due to applicants paying
per test, rather than having an initial fee covering two tests (one free resit, for which the fee amounts

were calculated based on the average number of tests required to pass under all-in-one fee

regulatory settings) like for other Class One licence fees.

2xx6fpyy64 2024-07-01 09:41:26
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Appendix 2 — Cost Recovery Impact Statement
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Stage 2 Cost Recovery Impact Statement:
Changing Class 1 driver licence fees

Agency Disclosure Statement

This Cost Recovery Impact Statement (CRIS) has been prepared by the Ministry of
Transport. It relies on significant input from the NZ Transport Agency Waka Kotahi (NZTA).

Context and Purpose of this CRIS

e toreplace the current driver licensing fee system for car licences, including over
conversions and licence reinstatements, with a system that charges driver Iicﬁ
applicants with an initial licence fee covering two tests only for e Class @ river
licence stage, and charges a new fee for each additional test tl%a

On 29 April 2024, Cabinet [CAB-24-MIN-0135 refers] agreed: Q‘

e in principle to introduce fees for additional resits for Clas lice Qg based on cost
modelling by NZTA, subject to further advice on fee a

This CRIS fulfils the requirement in point two above ?ﬂ modelllng so that

Cabinet Legislation Committee can agree to the fi n@ ce mounts.

Limitations and assumptions

e Cabinet has already agreed to the pol y is fee change and to the policy
rationale. This CRIS does not repea t an

e Cabinet has decided the initial
stage will remain at the cur

overlng the first two tests of a licence
I-in- e amounts.

e The fee level for additi sit ( *the third and each subsequent test) will be set at a
level, based on NZT , that covers the cost of each additional test.

e The Minister o ng LEG agreement that overseas licence conversion
fees return vg he were before 1 October 2023, and do not provide tests for no
additional f Th| does not consider alternative options.

e Targeted con %@n with driver licence testing providers (AA and VTNZ), but no public
consultatloné een undertaken on the proposed fees.

Implemen

Chan re expected to take effect on 8 July 2024, with a three-month transition for those
alr the system. NZTA will monitor the impact of new settings on applicant behaviour
and cost recovery.

AR

Paul O’Connell Date: 19 June 2024
Deputy Chief Executive, Sector Strategy
Ministry of Transport

Stage 2 Cost Recovery Impact Statement
Changing Class 1 driver licence regulatory fee settings | 1
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Executive summary

On 1 October 2023, the Land Transport (Regulatory Fees) Regulations 2023 came into
force. These regulations introduced a one-off initial application fee (all-in-one fee) for each
stage (learner, restricted, and full) of the graduated driver licensing system, with no
additional cost for resits.

Demand for tests now greatly exceeds capacity and wait times in some places have
exceeded 60 days (compared to a baseline of 10-15 days before October 2023). High levels
of cross-subsidisation are also occurring as individuals who require fewer resits are funding
those who require more resits than average.

To address this problem, on 29 April 2024 Cabinet agreed to maintain fees at their current
level for each Class 1 licence stage (learner, restricted, and full), but agreed that thesefees
will only cover two tests: one initial and one resit (if needed) [CAB-24-MIN-0135 refers]./This
means any additional tests will incur a resit fee.

In June 2024, the Minister of Transport will be seeking Cabinet Legislation Cémmittee’s
approval for overseas licence conversion fees to revert to the level they wereat before 1
October 2023, for one test only.

This CRIS considers the impacts of Cabinet’s preferrediehange package (the “change
package”) relative to the status quo (the ‘all-in-one’ fée system’intreduced in October 2023)
and decisions taken by the Minster of Transport (e.g. the level'the fees have been set) in line
with Cabinet’s authorisation.

Based on the analysis and comparison condueted inf this'CRIS, the change package is
preferable to the status quo because it wil:

¢ incentivise test applicants to bemore’prepared for tests, thereby increasing pass rates
and reducing testing demand.and'wait times

e reduce cross-subsidisation

e |eave some support inplace for people who have re-engaged with the licensing system
following the Octaber 2023 _echange (by providing one resit as part of the license fee)

e reduce (buthot eliminate) cost under-recovery.

NZTA will monitor the impact of new settings on applicant behaviour and cost recovery. & %20
Statils’quo

1 As part of wider changes to regulatory fees and funding, an “all-in-one” driver licence
fee was introduced for each stage of the driver licensing system in October 2023 to
lessen cost as a barrier to gaining a licence. Effectively, this removed resit fees for
those who fail either a theory or practical test.

2 The “All-in-one” fees were calculated on a full cost recovery basis, including through
cross-subsidisation within each licence stage (learner, restricted, and full). The fee
calculations assumed pass rates for each licence stage for each type of licence and
across all classes of licence. As pass rates vary across licence stages, type, and

Stage 2 Cost Recovery Impact Statement
Changing Class 1 driver licence regulatory fee settings | 2
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class, the inherent level of cross-subsidisation built into the “all-in-one” fee for each
was different.

3 The “all-in-one” fees were also calculated to cover a multi-year period using NZTA’s
cost recovery principles (the principles are presented in Appendix 1). This means that
test applicants who enter the system early in the period cross-subsidise those who
enter the system later in the period as the fees are static over the period to account
for changes to costs over time such as inflation.

4 Further details on the underlying assumptions and the “all-in-one” fees are presented
in the CRIS for changes to land transport regulatory charges and fees which was
prepared in 2023 ahead of the October 2023 changes?.

5 As a result, demand has significantly exceeded system capacity. As of May 2024,
Class One driver licence test wait times exceeded 50 and 60 days respectively.for
both restricted and full licence tests in all regions, compared to a pre-change
baseline of 10-15 days.

6 Pass rates for Class 1 tests have changed over time. For éxample,\for applicants
who passed their test in May 2023 the average number of'tests\taken to pass was
1.47 for learner, 1.93 for restricted, and 1.60 for full compared'to 1.83, 1.86, and 1.86
respectively in May 2024.

7 The main drivers of increased testing are:

7.1 increased resit numbers resulting from,decreased pass rates, increased no-
shows, and people alreadyiin the system applying for resit tests.

7.2 record net migration of 128,900 people to New Zealand from October 2022 to
October 2023. Demand for averseas licence conversions accounted for
around 40 percent-efiall tests,eonducted in mid-March 2024.

Cabinet and Ministerial decisions
8 On 29 April 2024, ‘Cabinet{CAB-24-MIN-0135 refers]:

8.1 agreed toreplace the current driver licensing fee system for car licences,
inCluding everseas conversions and licence reinstatements, with a system
that charges driver licence applicants with an initial licence fee covering two
tests only for each Class One driver licence stage, and charges a new fee for
each*additional test thereatfter;

8.2 agreed in principle to introduce fees for additional resits for Class One
licences, based on cost modelling by NZTA, subject to further advice on fee
amounts;

8.3 authorised the Minister of Transport to make final decisions, consistent with
the overall policy under CBC-24-SUB-0016, on any issues that arise during
the drafting of the Amendment Regulations, including transitional matters, and
final decisions on the Class One licence fee amounts, subject to confirmation
by the Cabinet Legislation Committee;

1 https://www.nzta.govt.nz/assets/regulatory/funding-and-fees/cost-recovery-impact-statement.pdf
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9 As such, the scope of this CRIS is limited to the approach Cabinet has agreed.

The level of the proposed fee and its cost components

1 Based on the above in-principle agreement from Cabinet, the Minister will take a
different approach to domestic Class 1 and reinstatement licence fees relative to
overseas licence conversions.

Class one licence fees (except overseas conversions) Q§

12 NZTA has calculated resit fees for the third and subsequent tests to cover t of
each additional test only.

13 The advantages of the new fee settings (a single fee cover@wo te %nd a new
resit fee for the second and subsequent resits) compa the “all-in-one”
settings include:

13.1 test applicants being incentivised to be %rep%d for tests, which will
reduce the demand on the Iicensing r%

13.2 areduction in cross-subsidisatl one ‘free resit is included.

The below table outlines the curre t%)rop& future fees.

Proposed
Class One
licence fees
(except for
overseas
conversions

Test fee Test fee Total fee Test fee Test fee for
covering covering for first for third third test
first two first two two test and and
tests [B] tests [B] tests thereafter thereafter

All-in-one
Licence stage fee
(current)

Application
fee [A]

Theory Practical ([A] + Theory Practical
test test [B]) test test
New Class 1

learner N/A N/A N/A $83.57

New Clas§ B
restricted $145.65 N/A N/A N/A $145.65 N/A $89.39

New.

ful
Requalification
reinstatement
- Class 1
learner
Requalification
reinstatement
- Class 1
restricted
Requalification
reinstatement $87.04 N/A N/A N/A $87.04 $47.48 $62.52
- Class 1 full

$86.00 N/A N/A N/A $86.00 N/A $62.52

$87.04 N/A N/A N/A $87.04 $47.48 N/A

$87.04 N/A N/A N/A $87.04 $47.48 $89.39
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Proposed
Class One
licence fees
(except for
overseas

conversions
Test fee Test fee Total fee Test fee Test fee for
covering covering for first for third third test
All-in-one Application first two first two two test and and
Licence stage fee fee [A] tests [B] tests [B] tests thereafter thereafter
(current)
Theory Practical ([A] + Theory Practical
test test [B]) test test
Alcohol
interlock

device licence | gg6 96 $2722 | s$39.74 N/A $66.96J $47.48 {J

reinstatement
- Class 1 N %
learner @_ #
Alcohol

interlock <»Q

device licence

reinstatement $142.26 $27.22 $39.74 $75.32-gvr1422§
- Class 1

restricted Z AV” Q
Alcohol X/ IO

interlock

device licence $119.05 $27.22 $39.7‘Q’/ $5 $119.05 $47.48 $62.52

reinstatement

- Class 1 full [\ &
N/

$47.48 $89.39

Zero blood s\

alcohol licence

N
reinstatement- |  $72.18 $32.44Q/ V539,
Class 1 A

N

learner N
Zero blood

alcohol licence ‘7*

reinstatement $147.48  $39.74 $75.30 $147.48 $47.48 $89.39
- Class 1 "*
restricted ( )
Zero blood 2‘:’ &“
R
1

alcohol licence /7
reinstatement Q .27\> $32.44 $39.74 $52.09 $124.27 $47 .48 $62.52

- Class 1 full &

Test ?\
reschedule fee %

- per test |

reschedule if N/A N/A $14.26 $14.26 N/A $14.26 $14.26
cancellatio
made within
worki yS

A $72.18 $47.48 N/A

15 The fee settings introduced in October 2023 have proven to be financially
unsustainable, with NZTA’s costs of providing driver licensing services exceeding
revenues. As the single fee covering two tests is not changing for Class 1 domestic
licences (including reinstatements), NZTA anticipates this cost under-recovery will
continue at lower levels. NZTA estimates the annual cost under-recovery under the
new fee settings for Class 1 licences (including reinstatements and overseas
conversions) to be around $5.6 million (the chart at the end of Appendix 2 provides
more detail on this figure).

Stage 2 Cost Recovery Impact Statement
Changing Class 1 driver licence regulatory fee settings | 5
2xx6fpyy64 2024-07-01 09:41:10



16 NZTA’s modelling does not explicitly consider cross-subsidisation but we anticipate
that:

16.1 the costs of providing Class 1 domestic licence (including reinstatement)
services will continue to exceed revenues, there will be no cross-subsidisation
by applicants across licence stages (for example, of applicants sitting full
licence tests by those sitting restricted licence tests).

16.2 cross-subsidisation by applicants within a licence stage will reduce compared
to the current fee settings and be limited to the single fee covering two tests.

17 NZTA has advised that it is currently bearing the impacts of ongoing cost under- &

recovery through its Driver Licencing and Testing memorandum account. Overs
licence conversions O

18 The Minister has directed a complete return to the structure an fees as were
before 1 October 2023. This means:
18.1 Overseas licence conversions pay for every tes e Ee
18.2 Fees are changed back to their previous |

19 This policy aims to incentivise drivers requiri &e?se nce conversions to
prepare adequately for tests.

All-in-one fee Initial Theory Practical Total fee
(current) application fee test test

Licence stage

\/
Overseas licence converswrt ) %ﬁ $45.30 $39.74 N/A $85.04

Class 1 learner (Non-Exe \

Overseas "w“w@%@ @ $185.39 $45.30 $39.74 | $75.30 $160.34

Class 1 restricte

Overseas licence con

Class 1 full (Nom.Ex ﬁ\ $125.74 $45.30 $39.74 | $52.09 $137.13
Overseas Ilcen verslon -

Class 1 learn mpt) $22.96 $45.30 N/A N/A $45.30
Overse conversion - $97.74 $45.30 N/A $75.30 $120.60

Class tncted (Exempt)

O E’lcence conversion -
Class 1 full (Exempt)

Note - The cost of a resit for overseas licence conversion applicants will be the same as the theory and practical test amounts
provided in this table. There will be no difference between the initial test fee and the cost of subsequent resits for overseas
licence conversions. This is due to applicants paying per test, rather than having an initial fee covering two tests like for other
Class One licence fees.

$75.05 $45.30 N/A $52.09 $97.39

20 NZTA has advised that the majority of overseas conversion tests are for learner and
full licence stages. For these tests, the new fees are higher than the current fees. As
such, the NZTA anticipates the cost under-recovery associated with these tests will
reduce.
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21 NZTA’s modelling does not explicitly consider cross-subsidisation but we anticipate
that:

21.1 as NZTA’s costs of providing Class 1 overseas conversion services will
continue to exceed revenues, applicants sitting overseas conversion tests will
not be cross-subsidising applicants sitting Class 1 domestic (including
reinstatement) tests.

21.2 as applicants will pay a fee per test there will no longer be cross-subsidisation
within each licence stage.

Implications of new fee settings &

22

23 The diagram below presents the cost com
cost component is agent (provider) fees.
require face-to-face service delivery, thi

C
dominant (further detail on the appr fg{

2.). \\ %

Figure A2.1: Annual average expendih@;kdo rcentage) for the forecast period (2024/25 to

2029/30) N
NI
1

po@g calculation. The highest
ive

sui er licences and testing
0 ent is expected to remain
lation can be found in Appendix

M Personnel

[ Training and
development

H Agent Fees

M Service delivery Costs

M Operational Support
Costs

M Business Support Costs

l Funding to improve
service delivery
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Annual average expenditure breakdown (amount) for the forecast period (2024/25 to 2029/30)

Cost component Total ($m)
Personnel $1.0
Training and development $0.2
Agent Fees $40.1
Service delivery Costs $2.2
Operational Support Costs $0.6
Business Support Costs $0.4
Funding to improve service delivery $2.0
Funding the reintroduction of fee waivers $0.1
Recover fee review implementation costs $0.2
Funding transition arrangements $0.5
Total $47.3

Impact analysis

24 The table below summarises the impacts of the fee changes:

Impacts of proposed fee changes on stakeholders

Licence
applicants

Approximately 100,000 new drivers enter the licensing system for a Class 1 licence
each year.

Cost: The cost of obtaining a Class 1 lieence will remain the same as the status
quo for those requiring one or two tests to'pass,ias the initial fee for the first two
attempts remains the same as the<€urrent fee-Applicants who pass on the first
attempt will be cross-subsidising’thosé whe, de-not but at a lower rate than the
status quo. For those who do, not\pass withintwo attempts, the cost will increase
due to the introduction of a-fee for additienal tests.

Pass rate: Limiting the'number of tests included in the initial fee is expected to
incentivise test preparednéss, educe the average number of resits required and
improve the pass«atey) The impaet of this shift in applicant behaviour is expected to
reduce wait timées.

Overseas applicants

Overseas dpplicants)will be required to pay for each resit they require. For most
tests, they will als@ have to pay a fee higher than existing fees. Although worse off,
the fee-increaselis not significant. The new approach is expected to incentivise
better preparedness.

New
Zealand
Transport
Agency

Fee levels will not fully recover the costs of providing the testing service. However,
the introduction of resit fees for third and subsequent tests will have positive
impacts on NZTA service delivery and rates of cost recovery.

NZTA will implement Cabinet’s preferred change and monitor it. The cost will be
approximately $1 million to deliver these fee changes.
s 9(2)(f)(iv)

Driver
licensing
providers

The reintroduction of resit fees is expected to improve pass rates and reduce no-
shows and booking system congestion, thereby reducing pressure on licence and
testing providers.

Providers will need to update their pricing schedules and systems.

Stage 2 Cost Recovery Impact Statement
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Other

government | and Employment (MBIE) both have programmes to support people to obtain their
agencies drivers licence.

The Ministry of Social Development (MSD) and Ministry of Business, Innovation

The average increase in cost of obtaining a licence may have some impact on
MSD and MBIE funding and the number of drivers they can support. MSD has
advised there will be no implementation costs or changes required to its systems
because of moving to the new regulatory fee settings.

Consultation

25

26

Due to the need to quickly address long wait times currently experienced by Class
One licence applicants and the public consultation conducted as part of the changé
to the current status quo approach?, no consultation took place before Cabinet’s
decision.

NZTA undertook targeted engagement with testing providers (AA and VILNZ) to
ensure the new fee settings could be in place by 8 July 2024 /T hose<providers did not
raise any concerns.

Implementation

27

28

29

30

31

32

Cabinet’s preferred change package will be given effect through amendments to the
Land Transport (Regulatory Fees) Regulations 2023.

Section 168 of the Land Transport Act/1998 allows regulations to be made,
prescribing fees and charges to recover thecosts of providing NZTA’s regulatory
services. For the new regulatory fee'settings.to take effect, the Land Transport
(Regulatory Fees) Regulations’ 2023 wit-need to be amended.

There will be a three-month transition period for current applicants to complete their
licensing requirements. This istintended to fairly recognise that some participants in
the licensing system.have engaged with driver licensing services while free resits are
available. However, we do-not anticipate that all those booking under the free resits
regime will be able to fully ‘progress through the transitional period.

. NZTAdas confirmed that it can make the necessary system changes in time for the
8 July implementation date.

The providers of Class 1 driver licensing services (the AA and VTNZ) have been told
of the wpcoaming changes and are also working towards 8 July implementation.

Thewnew fees will be communicated via a public information campaign update to
providers’ forms and the NZTA website. The public announcement will be carefully
managed to minimise the potential for an increase in demand prior to the transition to
the new fee system.

2

NZTA undertook public consultation on broader changes to land transport regulatory charges and fees from 21 March 2022 to

13 May 2022 - this included the proposal to move from an individual charge per driver licence to the current policy. 145
submissions were received on the package of regulatory changes. About 12 percent of submitters were supportive of the
changes to the driver licence system, and 10 percent were concerned the proposed change could remove incentives for
passing first time.
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Monitoring and Evaluation

33 NZTA will monitor the impacts of the re-introduction of resit fees to determine the
effectiveness against policy objectives including improving customer experience
(reducing wait times), incentivising preparedness (reducing resits, no shows, and
improving test pass rates), and the effect on cost recovery.

34 NZTA will:

34.1 monitor demand for bookings and pass rates throughout the transition period;

34.2 monitor the status of the Driver Licensing and Testing memorandum acco
following the move to the new requlatory fee settings on 8 July 2024.

34.3 continue to assess the need for operational improve

toa eeting
policy objectives. This will be informed by monitorin he‘ﬁ ance of

the driver licensing system.

35

3 Memorandum accounts are notional accounts that record the accumulated balance of surpluses and deficits incurred for
third-party—funded regulatory outputs. These are for services that are intended to be fully recovered from third parties through
fees, levies or charges. The balance of each memorandum account is intended to trend to zero over time.

Stage 2 Cost Recovery Impact Statement
Changing Class 1 driver licence regulatory fee settings | 10
2xx6fpyy64 2024-07-01 09:41:10



Appendix 1: Cost recovery principles and objectives

NZTA’s cost recovery principles are presented below:*

Cost recovery Description of principle

principle

The cost recovery regime must support the role, purpose and objectives
of the land transport regulatory system as set out in NZTA’s regulatory

strategy.

Z
The regulator, NZTA, needs to be funded to be self-sufficient and no ’\.
rely on government loans. NZTA should carry out its regulatory a Q‘
other functions in a financially sustainable, efficient and transp
manner to meet the government’s desired outcomes from t nsport
regulatory system. 250

Users that create the highest risk in the a|r share to
regulate that risk and those that be r the benefits

they receive.

When users use a regul M&ns service (for example, licensing
and registration, or QIG deﬂf solution or adjudication), the user
should pay the cost %se addition, encouraging compliance
is built into the S?lm to strate to drivers and transport operators

how increaw @ s reduces harm.
N\

Frol m tlme e land transport regulatory system may seek
rnment ing to cover the cost of being a modern regulatory

tion.

(" O

' Re ioh supports safety, and regulation costs money. The people

e and benefit from a safe land transport system should contribute

e costs of regulating it.

Charges and fees should be set at a level that is economically efficient,
fair, and will deliver government transport priorities

Charges and fees should be as fair as possible. This means ensuring
the cost of the system is applied fairly.

Charges and fees need to be kept as straightforward as possible. This
will help ensure it is relatively easy for those who pay charges and fees
to understand which fees they should pay, and when. Transparent and
consistent charges and fees allow businesses to plan more effectively.

4 These principles were developed in 2019 and align with the Transport Sector Funding Principles, complement the best
practice cost recovery principles of the Treasury, and reflect the guidance of the Office of the Auditor General.
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Appendix 2: Fee calculation approach

Fee calculation approach

NZTA has calculated resit fees for the third and subsequent tests to cover the cost of each
additional test only. This aligns with Ministerial expectations that fees should be as stable as
possible while achieving the intended policy objectives.

Limitations
This approach does not seek to recover the cost of the service across all tests.

NZTA has not directly modelled the behavioural impacts of the associated regulatory
settings beyond those implied by volume forecasts.

Assumptions underpinning cost modelling

NZTA has modified the approach taken to model October 2023 séttings for application to
Cabinet’s preferred change. Except as provided in Table A3{1 below, the approach taken for
the current proposal is the same as previously taken.®

Table A3.1: Cost modelling assumptions for the propesed fee'changes

Key areas Assumption descripticn

Implementation date | 1 July 2024

Sustainability of fee The proposed resitfees (fer:domestic Class 1 licences including
reinstatements)dre désigned to recover the cost of providing additional
resits only;, beyond thelfirst two tests. They do not address the cost under-
recoyénparisingdrom providing a single fee covering two tests as the
chahgejin fees required exceed current policy parameters.

e\s

Single fee coverirg The initial fee covering two tests will be set at current all-in-one fee levels
two tests to maintain price stability for applicants.

Transition There will be a three-month transition period for current applicants to book
arrangements tests without additional charge.

5 New Zealand Transport Agency (2023) “Stage 2 Cost Recovery Impact Statement: Changes to land transport regulatory
charges and fees”.
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Key areas Assumption description

Test attendance and
pass rates

NZTA assumes that operational interventions (e.g longer operating hours)
currently being considered along with of the impact of the new policy
approach will lead to an increase in pass rates from the current levels and
a decrease in non-attendance as resit fees will incentivise preparedness
and attendance, particularly for overseas conversions.

NZTA has not modelled the impact of the operational interventions
currently being considered along with the impact of the new policy
approach on test attendance and pass rates. This is due to the impact
being strongly affected by potential behavioural change. The changes
made in October 2023 resulted in significant behavioural change. We
expect test attendance and pass rates to improve with the effective prig€ of
tests increasing.

Inflation

Assumed the consumer price index forecasts issuediby the Treasury in
HYEFU December 2023.

Salary costs and
wage inflation

Assumed the labour cost index forecasts issued by the Treasury in HYEFU
December 2023.

Postage cost

The cost is expected to increase by 256=30"percent annually, compounding
each year, effective from 1 July 2024;.ds confirmed in a letter dated 6
March 2024 from New Zealand £ost:

Implementation costs
associated to change
in policy

$1 million of implementation casts will be cost recovered over the 2-year
forecast period. This includes systemchanges to the driver licensing
registry, educating applicants on.hanges, and other support to enable a
successful implementation.

Regulatory and
corporate overhead
costs

7.5 percent of efficiency savings’have been applied to the overhead costs
in 2024/25 consistent withrthe Draft Government Policy Statement on Land
Transport.2024=34, ahdthen the inflation rate has been applied from
2025/26:

Improving service
delivery

$2 niillion"per year'has been included for a period of two years from
2024425 andvspread across all applications and tests. This funding will be
utilised to advance work to move to a digital service and platform.

Estimated revenue and’expenditure for the new regulatory fee settings

NZTA has forecast applicants, tests, and expenditure over a two-year period from 2024/25 to
2025/26 to calculate,fees.

Table A3.3: Total forecast applicants, tests, and expenditure over forecast period (2024/25 to

2025/26)
Class 1 licence type and stage Appli&a;tions Expe(;;:liture
New learner 148,732 298,951 18,704,398
New restricted 139,735 270,388 28,293,793
New full 132,670 289,884 22,555,308
Requalification reinstatement - learner 12,475 14,970 1,071,244
Requalification reinstatement - restricted 2,759 6,621 532,967
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Applications Tests Expenditure

Class 1 licence type and stage #) #) ($)
Requalification reinstatement - full 3,857 9,256 620,580
Overseas conversions - learner (non-Exempt) 42 126 8,020
Overseas conversions - restricted (non-Exempt) 1,072 6,433 492,950
Overseas conversions - full (non-Exempt) 58,806 352,837 22,291,226
Cumulative total over forecast period 500,148 1,249,466 94,570,48

o
The graph below compares the estimated annual average forecast revinues aQtiOQ

expenditures. @

Estimated annual average forecast revenue and expenditure «@e fort Meriod

$14.0

512.0

$10.0

$ Million

$8.0

$56.0

| . —
Overseas Overseas Overseas
New class 1 i . > o
class1 leamer New class 1 full conversions - Cass | conversions - Cass | conversions - Class

; restricted Class 1L Class 1R Class 1F 1L fnon Exempt) | 1R (non Exempt) | 1F (non Exempt)
W Average annual Si 3935 $1415 $1128 $0.54 $0.27 $031 $0.00 $0.25 $1115
lAvagP@ sl5m) $859 $1300 $9.50 $0.54 $0.12 $0.17 $0.00 $0.21 $9.43

$0.0

Requalification Requalification Requalification
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LEGALLY PRIVILEGED : IN CONFIDENCE
LEG-24-MIN-0133

Cabinet Legislation
Committee

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.

Reintroducing Driver Licence Resit Fees and Enabling the NZTA App

Portfolio Transport

On 27 June 2024, the Cabinet Legislation Committee:

1 noted that in April 2024, the Cabinet Business Committee agréed:

1.1  toreplace the current driver licensing fee system-for car licences, including overseas
conversions and licence reinstatements, with, @systenithat charges driver licence
applicants with an initial licence fee covéring'two tests only for each Class One
driver licence stage, and charges a new'fee for_each additional test thereafter;

1.2 in principle to introduce fees for additional resits for Class One licences, based on
cost modelling by New Zealand Transport Agency (NZTA), subject to further advice
on fee amounts;

1.3 to amend the Land Transport (Motor Vehicle Registration and Licensing)
Regulations 201 14e enable the Registrar of Motor Vehicles to waive fees for
accessing information from¢the Motor Vehicle Register on a class basis;

[CBC-24-MIN-0016]

2 noted that the Land Transport (Regulatory Fees) Amendment Regulations 2024 and the
Land Transpert (MotorVehicle Registration and Licensing) Amendment Regulations 2024
(the Amendment-Regulations) will give effect to the decisions in paragraph 1 above;

3 agreed tothe'new additional testing fees as set out in Appendix One to the paper under
LEG-24-SUB-0133;

4 agreed to the new test fees for Class One overseas licence conversions in Appendix One,
which place all fees at pre-October 2023 levels before unlimited resits at no additional cost
were introduced;

5 agreed to charge Class One overseas licence conversion applicants for each test required,
removing all resits at no additional charge;

6 agreed to include a transition period of three months in the Land Transport (Regulatory
Fees) Amendment Regulations 2024 where current applicants in the driver licensing system
continue to have unlimited test resits without additional charge for three months;
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LEG-24-MIN-0133

7
8 agreed to a waiver of the 28-day rule for the Amendment Regulations:
9 authorised the submission to the Executive Council of the:
9.1 Land Transport (Regulatory Fees) Amendment Regulations 2024 [PCO 26432/8.0];
9.2 Land Transport (Motor Vehicle Registration and Licensing) Amendment
Regulations 2024 [PCO 26433/8.0].
Tom Kelly O

Committee Secretary .“\ a Q
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IN CONFIDENCE

Cabinet

CAB-24-MIN-0245

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.

Report of the Cabinet Legislation Committee: Period Ended 28 June 2024

On 1 July 2024, Cabinet made the following decisions on the work of the Cabinet LegislatiQ~
Committee for the period ended 28 June 2024:

roducing Driver Licence Resit Fees and Enabling CONFIRMED

e NZTA App
">~ Portfolio: Transport

LEG-24-MIN-0133
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CAB-24-MIN-0245

Rachel Hayward
Secretary of the Cabinet

12xpm74p2m 2024-07-02 08:15:05 IN CONFIDENCE



	Reintroducing Driver Licence Resit Fees and Enabling the NZTA App



