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

Submission to the 

TRANSPORT and INDUSTRIAL RELATIONS SELECT COMMITTEE 

on the 

INJURY PREVENTION, REHABILITATION, and COMPENSATION 

AMENDMENT BILL 

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

wish to appear before the committee to speak to our submission. Our contact 

details are: 

Contact person: Mike Noon 
Daytime phone: 04-931-9984 or 021-659-704 
Address:  Level 7, 342-352 Lambton Quay, Wellington 

 Email:  mnoon@aa.co.nz 
 

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 ACC levies, fuel excise, road user charges and GST. 

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

ACC costs by rolling back Scheme extensions and extending the date for fully 

funding residual claims liabilities, and enabling the cautious introduction of risk 

rating for motor vehicle levies.  

 

 

mailto:mnoon@aa.co.nz
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Executive Summary 

 
The NZAA supports the intent of the Bill. In our submissions to ACC on the 

annual levy reviews the NZAA has been critical of the looming deadline for fully 

funding residual claims liabilities, the volatility of the estimated value of those 

claims, the inability to collect any of the residual levy from fuel excise, and the 

increasing impact all this has on the size of the annual levy in the short term. 

We were also concerned about rising costs for claims generally, some of which 

are due in part to recent Scheme extensions.  

 
The Amendment Bill proposes to address these matters to a certain extent, and 

therefore will assist in lowering the proposed motor vehicle levy for 2010/11, 

and consequently we believe this will find firm favour with motorists. 

 
The NZAA also supports a cautious approach to allowing ACC to introduce 

some element of risk rating to the Motor Vehicle Account, as this may 

encourage the uptake of vehicles with enhanced safety features, although we 

do not favour risk-rating owners. 

 
However, we believe the proposal to strengthen the disentitlement provisions 

for certain claimants in the interests of natural justice, while with merit, has 

some unintended consequences for certain road users, and this clause needs 

more definition and further analysis before it can be supported by the NZAA. 

 
We address the individual clauses more fully below. 

 

Clause 11: New sections 122 and 122A substituted (disentitlement for 

certain imprisoned offenders) 

1. While the NZAA endorses the intent, we have reservations with these new 

sections, as drafted. We note that while the automatic disentitlement applies 

to offences punishable by a maximum term of imprisonment of 2 years or 

more, this applies to several offences for which it may not be ‘repugnant to 

justice’ if offenders received ACC entitlements. Further, the clause also 

applies to offenders whose actual term of imprisonment is less than the 

maximum 2 year threshold.  
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2. Such offences include various motor vehicle offences like reckless or 

dangerous driving, aggravated careless use of a motor vehicle causing 

injury or death, and repeat offences (3 or more) for drink-driving or 

disqualified driving. In particular, aggravated careless driving includes 

exceeding the speed limit or overtaking (causing injury or death). We think 

this may be a relatively low threshold to meet under this clause, albeit one 

that results in a serious accident. But ‘careless’, as opposed to ‘reckless’ or 

‘dangerous’ could mean the driver did not deliberately behave in such a way 

to cause an accident, yet they could be charged with an offence attracting a 

maximum of 3 years imprisonment, and therefore be automatically denied 

ACC compensation under this clause. The average person would not 

consider it repugnant to justice if, say, a grandmother charged with 

aggravated careless driving received entitlements for injuries suffered in 

such an accident that may have led to the death of another road user.  

 
3. There were 7441 convictions for careless driving offences in 2007. While 

this includes both aggravated and lesser driving offences (which do not 

attract 3-year imprisonment terms), undoubtedly some of these offenders 

would have received injuries which may have entitled them to ACC 

compensation. None of the mitigating factors which a court must take into 

consideration under s122 (3) of the current Act are included under the 

proposed amendment clause, and we recommend they be re-instated under 

new clause 122A or some similar mechanism. 

 
4. The NZAA proposes as a possible solution, that the clause should apply to 

imposed sentences of 2 years or more, to exclude those where sentencing 

judges take into account culpability in scenarios such as in (2) above. 

Alternatively, the clause must be more explicit about what offences are (or 

are not) included before the NZAA could support the changes. 

 
5. However, the NZAA endorses this clause, as drafted, including repeat drink 

and disqualified driving offenders (for third or subsequent offences). This 

will send a strong message to recidivist traffic offenders that they are not 

entitled to ACC compensation (except for treatment) if they drive while 

drunk or disqualified and then crash. We believe this would be supported by 
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the majority of road users who pay their ACC levies but do not repeatedly 

drive under circumstances which substantially increase their risk of an 

accident. This would also appease those responsible road users who pay 

higher levies, such as motorcyclists. We further contend that this should be 

widely promoted as a deterrent to repeat drink-driving. 

 

Clause 21: Application of source funds 

6. The NZAA supports the amendment to section 213 of the Act which will 

permit residual claims to be collected from the same component of the 

Motor Vehicle Account, i.e. enabling residual claims to be funded from both 

vehicle licences and fuel excise, rather than just the licence fee as at 

present. The inability to collected residual claims partly from fuel excise has 

contributed to rising annual licence fees which are increasingly unaffordable 

for some vehicle owners.  

 
7. However the NZAA’s support is conditional on assurances that, as currently 

happens, the NZAA is fairly consulted on the apportionment of levy costs to 

either licence or excise as part of the annual levy setting consultation 

process. 

 
8. The NZAA considers annual licensing is a blunt tool for collecting ACC 

levies and we support a gradual move over time for a greater proportion of 

the levy to be collected from petrol rather than the annual licence fee, so 

that increased ACC motor vehicle costs are funded by those who have a 

higher probability of being involved in an accident. This is because fuel 

consumption generally equates to distance travelled on the road, and 

therefore is a proxy for risk exposure. The more levy placed on petrol, the 

more frequent users of the road pay compared to those who travel 

infrequently yet (currently) still pay a significant portion via annual licence 

charges (although it is appropriate that motorcycles, which consume less 

fuel, pay more via their licence fee to compensate). Another advantage of 

this approach is that petrol excise is difficult to avoid with 100% compliance.   
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9. However, the maximum amount that could be collected from fuel tax must 

be fully consulted upon and should take into consideration external 

influences like the price of fuel.  

 

Clause 23: New section 215 substituted (fully funding residual and current 

claims) 

10. During the annual levy consultations the NZAA has continued to oppose the 

legislative requirement to fully fund the pre-1999 motor vehicle claims by 30 

June 2014.  

 
11. As this date draws nearer, the pre-1999 component of the annual levy has 

become more volatile and grows ever larger, having risen 50% in the last 

two years. In the past 10 years, just 27% of the residual claims have been 

funded, yet levy payers are being asked to fund the remaining 73% balance 

within just five years. The failure to adequately pace funding for the pre-

1999 claims in the past should not subject motor vehicle owners or anyone 

else to unexpectedly large levies over the next five years, especially as 

post-1999 levies are also estimated to rise. 

 
12. Consequently the NZAA supports the Bill amendment to extend the deadline 

for funding residual claims by at least another 5 years, to 30 June 2019. 

According to ACC’s 2010/11 levy consultation document, this would reduce 

the increase in the combined average motor vehicle levy rate from $130 per 

vehicle to just $30 in 2010/11, or an increase of 10% instead of 45%. 

 
13. The NZAA would like the actual extension period to be determined as the 

optimum term for funding the residual claims. At some point extending the 

funding term becomes negative due to the loss of returns on capital 

invested. The NZAA contends the switch point is the most acceptable and 

fair term for motorists. 

  
14. With approximately half the annual motor vehicle levy comprised of 

residual claim costs, the savings from postponing the funding deadline will 

be more pronounced for those paying higher levies like motorcyclists who 

own large-capacity motorbikes. 
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15. However, we note ACC proposes to sustainably raise motor vehicle levies 

from July 2014 so that post-1999 claims are fully funded by 30 June 2019, 

this coinciding with the present date of cessation for the residual claim levy, 

so the net effect is relatively stable levies. With the extension of the residual 

deadline, we seek assurance that the ACC will also postpone the deadline 

for full-funding current claims for another 5 years so that the annual levies 

remain stable.  

 
16. The NZAA also agrees with the amendment under s215 (2) to fix the fair 

value of residual claim costs at 30 June 2009 values, as the annual re-

assessment of residual claim costs contributed to fluctuating annual ACC 

levies. The one-time fixing of costs will avoid the wide variations 

experienced in the last couple of years, thus providing more certainty to 

vehicle owners.  

 

Clause 24: Levy categories 

17. The NZAA is cautiously supportive of an amendment to s216 of the Act to 

permit the establishment of differential levies for motor vehicles, owners, 

and trade licence holders based on risk ratings. While any such sub-

categories under the existing motor vehicle classes would need to be 

subject to full consultation. The devil is in the detail and care will be needed 

to avoid unintended consequences of such a change, however we consider 

such a classification system could contribute to improved road safety 

outcomes and is worth pursuing. 

 
18. For example, modern safety technology such as ESC is having a profound 

effect on crash rates (reducing the risk of accidents by 20-30%, greater for 

single-vehicle crashes or SUVs so equipped), while other passive and active 

safety technology like intelligent speed adaptation and lane departure control, 

and other systems still in development, have led manufacturers like Volvo to 

claim that no one will be killed or injured in a new Volvo car by 2020. 

 
19. Consequently, a lower annual ACC levy, while in no way offsetting the 

additional cost of purchasing a car equipped with such technology, could 

assist in increasing the uptake of new or used vehicles with advanced 
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safety features (identified via the NCAP star-rating system). Recognition of 

these safety features by ACC would also increase and support the 

promotion of such features by the motor vehicle industry to the benefit of 

motorists. 

 
20. However, without understanding how a risk-rating model would apply to 

vehicle owners, the NZAA opposes any such methodology on the grounds 

of fairness. We believe such a system may unfairly penalise inexperienced 

or young drivers, injury-prone elderly drivers, or owners involved in no-fault 

accidents. This may have the effect of pricing certain owners off the road, 

negatively impacting on their mobility, or simply encourage owners not to 

re-licence their vehicles.  

 
21. Risk-rating owners according to their demographic profile and driving record 

could introduce a commercial-style scale of insurance levies which is 

contrary to the ‘no fault’ principle of ACC, and ACC’s stated aim that “the 

affordability of levies is important, as is the desire that the level of levies 

charged does not result in vehicle owners choosing not to licence and 

warrant their vehicles each year.” 

 
22. The NZAA also has little confidence in the quality of data held on the Motor 

Vehicle Register (relating to both owners and vehicle safety ratings), which 

would be used for risk-rating purposes, so the development of a system of 

differential levies would need to follow the establishment of a reliable 

system of collecting relevant vehicle (or owner) data. 

 
23. The NZAA also considers that ACC should develop a rebate system for 

fleets whereby workplaces that implement a safe system and driver training 

programmes obtain a rebate in their vehicle licence fees. 

 

 
Yours sincerely 
 
 

 
Mike Noon 
General Manager Motoring Affairs  


