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16 July 2009 
 
 
 
Clerk of the Committee 
Transport and Industrial Relations Committee 
Select Committee Office 
Parliament Buildings 
WELLINGTON 
 
 
 
Dear Sir/Madam 
 

Submission to 

TRANSPORT and INDUSTRIAL RELATIONS SELECT COMMITTEE 

on the 

ROAD USER CHARGES AMENDMENT BILL 2009 

 
Introduction 
 
This submission is from the New Zealand Automobile Association (NZAA). We 

do not wish to appear before the committee to speak to our submission.  

 

The NZAA is an incorporated society with over 1.2 million members. It 

represents the interests of road users who collectively pay over $2 billion in 

taxes each year through fuels excise, Road User Charges and GST. 

 

As road users, our Members have an interest in proposals in the Bill to 

temporarily exempt light electric vehicles from paying Road User Charges 

(RUC), and permitting diesel users to purchase RUC in advance of a rate 

increase.  

 

Our comments on these two proposals follow. 
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Exemption for light electric motor vehicles 

 

The NZAA recognises the motivation for exempting (wholly or partly) plug-in 

electric vehicles from paying RUC. We believe it unlikely that a modest 

estimated saving of $432 in RUC charges over an average 12,000km per 

annum would affect consumers’ decisions to buy electric vehicles in practice 

considering their higher purchase cost, thereby hastening their uptake into the 

fleet and delivering measurable benefits in greenhouse gas reductions or 

energy security. Nevertheless, having to pay RUC whilst making a deliberate 

choice to buy a more environmentally-friendly vehicle is perceived negatively, 

not only by potential owners of electric vehicles but by modern efficient light 

diesel vehicle owners too. 

 

While outside the scope of this submission, the NZAA notes there is inequity 

between the tax treatment of different light diesel vehicles weighing under 

3,500kg, and also between light diesels and petrol vehicles. In essence, the 

difference in RUC between a modern fuel-efficient diesel weighing 1,500kg and 

an old, inefficient SUV weighing 3,000kg is just $1.64 per 1,000km. The AA 

EnergyWise Rallies have demonstrated repeatedly that the vehicle consuming 

the least fuel is a light diesel, yet when actual fuel cost and RUC is calculated, 

some petrol-engined cars are cheaper to run over the 1,600km distance. The 

NZAA suggests if temporary exceptions are to be made for plug-in electric 

vehicles, then there should also be a focus to ensure that RUC does not 

penalise environmentally-friendly diesels which are a more significant sector of 

the fleet than electric vehicles. 

 

With regard to plug-in electric vehicles, The NZAA considers any RUC 

exemptions should be temporary, and that owners should be aware that they 

will be expected to contribute their fair share of transport infrastructure funding 

to maintain and build roads, enforce and improve road safety, and support 

public transport.  
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Over time, the fleet of electric and alternatively-fuelled vehicles will grow, while 

the fuel efficiency of internal combustion engines will improve, and so petrol 

excise and RUC revenue will reduce if electric vehicles are excluded and excise 

is not adjusted for fuel efficiency gains. The NZAA would not support a long-

term exemption for electric vehicles for this reason, and in any case the benefits 

of electric vehicles will accrue to owners directly through lower fuel costs and 

indirectly through reduced emissions. 

 

Therefore, the NZAA supports amended Section 24, and the definition in 

amended Section 2(1), in the Bill to exempt light electric vehicles whose motive 

power is derived wholly or partly from an external electricity source, from paying 

RUC until July 2013. We consider the estimated loss in RUC revenue of 

$88,000 over the four year period to be modest, while it may help incentivise 

early adopters of plug-in electric vehicles.  

 

We do however consider that electric vehicle retailers must ensure that buyers 

are aware of their responsibility to commence paying RUC from July 2013, and 

the Bill is silent on how this will be enforced from that date. The risk of non-

compliance from hitherto exempted owners is real. We suggest the NZ 

Transport Agency will need to notify owners in advance of this date of their 

obligation to pay RUC. This relies on the integrity of the Motor Vehicle Register 

(MVR) and that plug-in electric vehicles have been correctly recorded as either 

wholly electric or petrol or diesel hybrids.  

 

For example, the NZAA is concerned that soon-to-be-released plug-in petrol-

electric Toyota Prius’ could simply be registered as petrol hybrids like the 

current stand-alone versions, and yet depending on how they are used may 

contribute virtually nothing in petrol excise. Likewise, after-market plug-in 

conversion kits may become more commonplace, and hybrids previously 

registered as ‘petrol powered’ will reduce their excise contribution yet from July 

2013 pay no RUC unless the motive power recorded in the MVR is amended 

following a certified conversion.  
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Conversely, the owner could end up paying both RUC and petrol excise, unlike 

a plug-in diesel-electric vehicle. The NZAA has already signalled our concerns 

regarding inconsistent tax treatment of alternatively-fuelled vehicles in our 

November 2008 submission on the RUC Review (attached). We believe the 

MVR must be corrected now so that these anomalies can be addressed before 

the RUC exemption expires in July 2013. 

 

Notification of RUC increases 

 

While the NZAA acknowledges the arguments in favour of notifying increases to 

RUC fees, we do not support giving an unfair advantage to some road users, 

and especially heavy vehicle operators, which is not available to others. In the 

past commercial transport operators have pre-purchased large quantities of 

RUC in anticipation of increases, thereby temporarily avoid the increase and 

reducing revenue to the National Land Transport Fund (NLTF). The Bill’s 

explanatory note itself states that if prior notification of increases was given in 

2008, the loss in revenue would have amounted to $14 million. This avoidance 

is not available to petrol users, who, while notified of looming excise rises, are 

unable to purchase fuel in bulk to reduce the financial impact. 

 

However, we cautiously endorse amended Section 20 in the Bill to increase 

RUC rates 42 days after they are publicised in the Gazette, and new Section 

21 to invalidate pre-purchased heavy RUC licences one month after the date of 

increase. We consider that a short expiry for pre-purchased RUC licences of 

vehicles weighing over 3,500kg will minimise lost revenue from bulk pre-

purchasing, although this is dependant on effective roadside enforcement by 

Police, so some level of avoidance will undoubtedly occur.  

 

In addition, we support only expiring heavy RUC licences to reduce associated 

refund administration costs, whilst also not inconveniencing light diesel owners 

who, because of the shorter annual distances travelled, might buy RUC licences 

several months in advance, even though they are less likely to take advantage 

of pre-purchasing to avoid rate rises. 
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Nevertheless, the NZAA proposes that lost revenue from pre-purchasing be 

minimised by bringing forward the date the RUC rate increase comes into 

effect. If the increase date is proposed for, say, 1 July, then anticipating that 

most diesel vehicle operators will purchase RUC licences up to one month in 

advance, the NZAA suggests the rate increase should be announced to apply 

from 1 June, with notification provided 42 days before that. 

 

 
Yours sincerely 
 
 
 
 
Mike Noon 
General Manager Motoring Affairs  


