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22 November 2017

By email: m.willberg@transport.govt.nz

Ministry of Transport
PO Box 3175
Wellington 6140

Attention: Marian Willberg

Dear Marian
Reglonal Fuel Tax Legislation

1. We write further to our recenﬂfhaeting concenﬂpg gislation which will enable an Auckland fuel
tax. At that meetlng wé de$&ribed thQ‘coré“ﬁeatures Auckland Council needs from the
legislation. We also jgh{fedfaspegtjﬁfthg ‘preferred 2008 LTMA regime which we consider
problematic and whig -ﬁm[,r}ééd to. changed in order to ensure the new regime Is fit for
purpose. PR e
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2. We take thie» pq@ﬂlty to. \terétef our thoughts and to confirm what is needed relatively
urgenﬂy!ﬁt é;;ax“jﬁ to beeﬁechvaﬁom 1 July 2018 as intended.

3. We éo‘inSndep\the repealed ?008 legislation to be a good starting point, but in our view i is

unnecesserrﬂy complex and prescriptive and not sulted to the current local government context.

We suggést tbat.jhé proposed legislation be considerably simplified so that it recognises and

,does\,n’o’E duplicite e existing local government processes which identlfy and budget for priority

ranisport mfras ructure and activities.

' e Evaryfthree) years local authorities are required by leglslation to prepare and adopt a Long Term

R Plan f?eﬁ ~year budget) and for the two years in-between, an Annual Plan. These budgets
MWIinhe comprehensive prioritisation and programming of transport capital and operational

- \acfivltles Auckland Transport prepares Auckland’s Regional Land Transport Plan (RLTP)

/ > tinger the Land Transport Management Act 2003, which aligns with Auckland's Long Term Plan

- {LTP). Instead of requiring an additional process, the fuel tax legislation should leverage off

" these existing plans and the associated statutory public consultation associated with them.

R

~—" B, As to whether the legislation is Auckiand specific or more general, Auckland Councll does not
have a firm view, so long as broadening the coverage does not delay the passage of the
legislation or create a material delay between the enactment of the legislation and the
implementation of a fusl tax in Auckland. It does sesm to us that the legislation could be
general, with the Government able to control new entrants through the Order in Coungil
process.

6. Inour view, the core features of the redesigned legislation should be:
a. The reauirement for a specific "regional fuel tax scheme” which forms the basis for

Ministerial approval and an Order in Councll is eliminated. We see this as adding an
unnecessary layer of complexity, bureaucracy and delay. The development of
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s 9(2)(g)(i) of the
OlA.

Auckland’s RLTP, coupled with Auckland Council's LTP or Annual Plan can fulfil the
intended purpose of the previous regional fuel tax scheme.

b. The trigger for a recommendation from the Minister(s) for the establishment of a
regional fuel tax is a formal request from the local authority. We would recommend a
formulation where the Minister(s) may recommend an Order In Council establishing a
tax if satisfied that: the transport activities for which the tax revenue may be usec{
are specified in the RLTP, LTP or Annual Plan as transport aggvmes which may™,
be partially funded from the fuel tax; have been consulted on’as part oVﬂTose
budgeting processes; are a priority for the region (Auckland) and ¢ nruaf othetvwse ﬁp
funded within the intended timeframe. A e k
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Creating an explicit link to the RLTP, LTP and Annual” Pran ﬁfs well wuﬁ; )églsiat;ve
requirements for council to consider the appropriate fundifg’ mix of. funding’ sources,
given a range of equity based principles and 9/fecu;s on ﬁnane(T:pm&ance It also
supports a comprehensive approach fo pLannthj%nsportjnvéstrnent with clear
linkages to services levels, asset managemaﬁi p!ans\and grongh / land"use planning.

\«f‘ﬂ

¢. For practical reasons, we are opposed 1o of p /amculaﬁ's“éﬁon the repealed 2008
legislation required of the former regi ‘nq ¢l tax scheme (which became part of the
Order in Council) and fo the hypothecatibri pf fundin:ghpamcular capital projects. Such
a highly specific Order, desgﬂblng?speciﬂc projécts, .anticipated benefits, timing and
costs, additional funding souroes. .and preclse, nercénfage allocations between projects,
is unnecessarily complex ehd Inﬂ?bela ﬁ[ajbh}s iievitably change as they progress
through the consenting process; of as commumw needs change during the operation of
a project. If there is-divergence fr ﬁbmgh]y prascriptive provisions in an Order in

Council, there will e | i W unless the Order in Council is amended.

revem,les also allows us to avoid unbalanced investment in large infrastructure assets
Ut providing for the maintenance of these assets, the services provided through
them, or important smaller scale capital investments (e.g. network optimisation).

~d. The requirement for consultation Is satisfied by the stakeholder and public consultation

local authorities will have undertaken on the proposed tax and its utilisation for transport
activities, as part of the RLTP, LTP or Annual Plan. The obligations on local authorities
concerning consultation on these budgets are contained in Part 6 of the Local
Government Act 2002. The Auditor-General audits local authorities’ compliance with
these obligations with respect to LTPs, which provides a further level of assurance to

the Crown.

e. We propose that the rate of fuel fax set for Auckland Is 10 cents per litre of fuel. This is
sufficient to allow Auckland residents and businesses to make a significant contribution
towards the region’s transport priorities over the next decade, without unduly impacting
on demand for fusl, There would be benefit in the legislation including a provision to
allow Ministers to approve a higher rate of fuel tax at some future date if Auckland
Council made a reasoned case for doing so.



f.  We do not support a legislative requirement that the tax be phased-in, as required by
section 65G(4) of the repealed 2008 legislation. Auckland Council does not believe the
complications that a phased tax would entail are warranted

We note that the 2007 Bill as infroduced did not require a phasing-in of the tax. It
appears from Hansard that the eventual phaslng-in was a political reaction to increasing
fuel prices and perhaps the global financial crisis. It is also instructive that while tHe
current regional fuel taxes under the Local Government Act 1974 allows the "scafe of
tax" to be varied by local authorities, in every case it has been set atthe ,maxlmum O
Auckland Councll will inevitably consider affordabllity Impaéts, -d tra’ns;tgonmg “opl ,&n
for any Auckland fuel tax when consulting and decndlngﬁfn Jts LTP and\PemualgPlans
One flexibility mechanism that may need to be introduéed ’into the legxslaﬁ&h’ i$d refund
system for public transport operators to minimise the fare boy: Impac‘t of the on public
transport passengers.

g. With respect to the duration of the fusl tax,we Gt accépt ﬁle Gu[rrenf 30 year limit that
Is already embodied in in the 2008 leg}slaﬁdry’\glven»thé{t the’ development of new
transport technologies is antlclpated tdfslgn\iﬁcéﬂtly I:GdUCQ the demand for fossil fuels

over coming decades.

7. Other Important elements of the negAl tegtslaﬂoﬁwhlch W wm heed to work through with you
Include: '

a, The definitions of "pgirol" anEd‘esel””We riote that there Is some variation between
definitions In the Customs and Exéise Act~4966 the Local Government Act 1974 and
the repealed LTMA ‘rag;hie andfﬂ{ﬁa excise duty area a dispute went to the Supreme
Court on the-efinition 6f “mgtor spiiit>where butane was added. It will be important
that taxablafuef <(s ,deﬁned a’héuratel’yffrom a technical/scientific perspective.

b. An appropﬁa’te exempﬁbqs\and refund system.

»"‘—\—. \

C. RoWersLaﬂd proc@ssasto“address avoldance and price spreading by fuel companies.
e ; ,/ ] \ - "~
d VNZTA‘S roJe as admihistrator of the regime,
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h N %Transﬁ@haL'ssues (fuel supplied before commencement date and sold afterwards).
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How“ﬁo lhtegrate the new tax with the current Local Government Act 1974 fuel tax of
U 66beh’ts/lltre for petro! and 0.33 cents/litre for diesel.

oy QUK proposed design for the legislation Is acceptable, and on the basis of an ‘Auckland fuel tax

commg into effect from 1 July 2018, Auckland Council will need to consult on the proposed
partlal funding of transport activities from an Auckland fuel} tax in its consultation on the LTP
4 2(18-2028. As indicated at the meefing, the deadline for confirming the ltems for consultation
> and preparing the formal LTP Consultation Document is driven by the Local Government Act
requirements. Our timeline Is:

a. 30 November 2017: Mayoral Proposal including proposed items for consultation.
b. 11 December 2017: Governing Body agrees on items for consultation.
c. 22 December 2017: Consultation Document and Supporting Information to Audit NZ,

d. 7 February 2018; Consultation Document and Supporting Information formally adopted
by Governing Body.

e. 28 February to 28 March 2018: public consultation.



9. In order to satisfy the requirements of the prospective regional fuel tax legislation concerning
consultation, Auckland Gouncll will need to know within the next two to three weeks how broadly
or narrowly transport activities will need to be defined, to satisfy the Minister(s) that appropriate
consultation has taken place. We would therefore be grateful for your early indication on this

point.
10. Finally, we appreciated the opportunity to mest with you and the Ministry team,on 10 Novemberf>

and look forward to continuing to work with you on the design and ig}plémentaﬂon of« th’é
leglslation, We would welcome an opportunity to meet with the Mjmsﬁy ﬁf the e_arﬁest o
. ‘\

opportunity to progress our discussion on the points outlined in this Ie}ter\ 3

Yours sincerely

it

David Wood
Director Finance and Policy

Office of the Mayor, Auckland Council
Noblle: SRR
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cc.  Stephen Town, Chisﬁ@x{aoutive*‘m{\cl{fgnd Coungll
Peter Mersl,’ Tetg;y’forﬁ]"ffa’ 15




