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SUBMISSION ON 2008/09 LEVY RATES FOR MOTORISTS 
 
 
The New Zealand Automobile Association (the Association) welcomes the opportunity to make 
a submission on the consultation document concerning the proposed 2008/09 ACC motor 
vehicle levies. 
 
The Association represents over 1.2 million Members on issues affecting motorists.  
Accordingly we continue to have a particular interest in the ACC levy because of its effect on 
all motor vehicle owners and motorists. 
 
ACC Proposals 
The consultation document proposes the following: 

 Increase the 2008/09 combined average motor vehicle levy rate from $204.78 to $254.63 
per vehicle; 

 Increase the 2008/09 petrol levy from 7.33 cents to 9.34 cents per litre; and 

 Maintain the current nine levy classifications for the 2008/09 levy year and their relativities, 
but increase the levy paid through licensing fees for each vehicle classification. 

 
The consultation document also outlines that the ACC is working on a number of proposals 
that may impact on future levy years, including: 

 Changes to weekly compensation; and 

 Improving access to vocational rehabilitation. 
 
This submission will address these issues in turn. 
 
Increase the 2008/09 combined average motor vehicle levy rate to $254.63  
This is an increase of $49.85 over the 2007/08 average levy rate, which is a substantial rise.  
What is of most concern to the Association, is that 71% (or $35.63) of this increase is due to 
the requirement to fully fund pre-1999 claims by 2014.   
 
The consultation document shows that by 30 June 2008, we will have only funded 17% of the 
pre-1999 claim costs.  In order to fund 100% of the costs by the 2014 deadline, the projected 
pre-1999 claim levy will need to be $145 per year from July 2008, which will drop to zero in 
2015 – more than half of the cost of the current levy.  The Association continues to oppose the 
30 June 2014 date for fully funding the pre-1999 claims.  The Association considers a phased 
approach would be better, by pushing out the deadline.  The current approach causes great 
inequity between generations, with one generational group bearing both the costs for the past 
and the future.  
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The Association continues to oppose the requirement for full funding.  The Association’s view 
is that the long timeframes involved make the full funding of very long claims to difficult to 
predict.  Very slight changes in assumptions on return on investment, claim costs and longevity 
of claims can multiply out over the time period, leading to huge changes in the total fund that 
ACC is aiming to build.  This necessarily adds to instability in levies from year to year.   
 
Increase the 2008/09 petrol levy from 7.33 cents to 9.34 cents per litre 
The Association continues to support a gradual move over time to a greater proportion of the 
levy being collected from fuel rather than the annual licence fees, for petrol-powered vehicles.  
This is because petrol consumption generally relates to distance travelled on the road – 
therefore if a higher proportion of the levy is placed on petrol, it has the effect of requiring 
frequent users of the road to fund the costs of claims to a greater extent than those road users 
who travel infrequently.  Another advantage of this approach is that the petrol levy is more 
difficult to avoid and with 100% compliance, the cost is shared over more vehicles. We do note 
that this increases the level that car, vans and light trucks subsidise motorcycles and mopeds 
due to the difference in fuel economy.  We address this cross subsidisation issue below.   
 
Given that the proposed increase for the 08/09 year would result in an increase in petrol of 4 
cents per litre if it was all placed on the levy, we agree in principle with the proposal to share 
the increase for petrol powered vehicles between the petrol levy and the annual licence fee, 
resulting in a 2.01 cent per litre (excl GST) increase on fuel.   
 
Whilst we support a proportion of the levy going on to fuel, there is likely to be strong public 
reaction as the cumulative effect of various Government initiatives begin to have a substantial 
impact on the price of fuel.  We are very concerned about the joint impacts of these initiatives, 
which include: 

 Annual petrol excise indexation (1 April each year – up to 1 cent per litre) 

 Biofuels sales obligation (estimated at 5 cents per litre) 

 Regional fuel tax (up to 11.25 cents per litre) 

 Emissions Trading Scheme (likely to be between 4 – 12 cents per litre) 
 
In addition, the ACC petrol levy increase occurs on 1 July each year, when petrol prices are 
approaching a seasonal high. 
 
Maintain the current nine levy classifications for the 08/09-year and their relativities but 
increase the levy paid through licensing fees for each 
In your letter of 21 December 2006 in response to our 07/08 submission, you stated that the 
Government had asked the ACC to work with the Department of Labour to present a set of 
options for effective risk rating of higher risk vehicle use for consultation with levy payers for 
the 08/09 year.   
 
There is no reference to this work in the current discussion document, including in the section 
that discusses work currently underway by the ACC.  The Association is deeply concerned by 
this, as your own consultation document states that currently around 80% of the cost of 
motorcycle/moped injuries are funded by owners of other types of vehicles.  More than 40% of 
motorcycle crashes are single vehicle, and the costs for these should be fully covered within 
that vehicle class.  Furthermore the ‘true’ levy for motorcycles shows that if they were charged 
an unsubsidised levy, the proposed rate of $204.66 would increase to approximately $1500.  
The Association strongly opposes continuing to subsidise the motorcycle class and disagrees 
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with the limit to increase motorcycle ACC levies.  There is no basis in equity, logic or fairness 
to continue this policy and it artificially encourages the uptake of an unsafe class of vehicle, by 
not covering their true costs. 
 
We would like to know what progress has been made on the work mentioned in the December 
2006 letter, and what other work is underway or programmed to address this unsatisfactory 
cross subsidisation of motorcycles and mopeds.   
 
Exempted vehicles 
The Association continues to be concerned that there appears to be no apparent logical 
framework for exemptions continually given to some vehicle classes (hearses, ambulances 
and fire service vehicles).  For example hearses are solely a commercial operation.  This 
aspect of the policy seems dated, and the Association again requests a review of the criteria 
for exemptions.   
 
Injury prevention costs 
The Association supports the ACC, as a member of the National Road Safety Committee, 
continuing to deliver and/or fund a number of road safety programmes aimed at preventing 
injury.  The Association is disappointed in the proposed decrease in spending on injury 
prevention – especially when the costs of rehabilitation are increasing so much, surely it 
becomes even more important to spend more money on prevention rather than less?  The 
money spent on injury prevention is set to decrease by $2.6M over the 07/08 year.  This 
creates a pattern of less spend, as there was also a $1.2M decrease between the 06/07 years. 
 
Work currently underway 
We note two pieces of work are currently underway – changes to weekly compensation and 
improving access to vocational rehabilitation.  These initiatives could result in increases to the 
levy rate of $1.51 - $2.72 per vehicle and 6.5 cents – 18.9 cents per vehicle respectively.  We 
note that both of these changes require amendments to the Injury Prevention, Rehabilitation 
and Compensation Act.   
 
Thank you again for the opportunity to comment on the proposed 2008/09 rates.  Please do 
not hesitate to contact me if you have any queries regarding this submission.  As mentioned to 
ACC officials at a recent meeting, we would appreciate being informed if the Minister does not 
agree to the ACC’s recommendations on levy changes.  Last year the ACC’s recommendation 
to the Minister to put all of the increase on the licence fee was overturned and the result was 
all of the increase was placed on the petrol levy.  We were not aware of this decision until the 
change went through on 1 July 2007.  We would appreciate notification of any change to the 
petrol levy proposal prior to its effective date.   
 
 
Kind Regards 
 
 
 
Mike Noon 
General Manger Motoring Affairs 
New Zealand Automobile Association 


