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SUBMISSION ON 2011/12 LEVIES FOR MOTORISTS 

 
The New Zealand Automobile Association (NZAA) welcomes the opportunity to make a 
submission on the consultation document on the proposed 2011/12 levy rates for motorists.   
 
The NZAA represents 1.3 million Members on issues affecting motorists. Accordingly, we 
continue to have a particular interest in the ACC levy because of its financial impact on all 
motor vehicle owners and motorists. 
 
We make our comments on the ACC proposals, under the following headings: 

 Proposed changes to the 2011/12 levy 

 Plans for the Motor Vehicle Account 

 Goods Service Vehicles 
 
 
1. Proposed changes to the 2011/12 levy 

The ACC document states that the funding target has been raised to 105% of liabilities so that 
there will be enough assets to meet future claim costs. This will be achieved by moderate 
increases in levies over the next two years, starting with the 2.5% inflationary adjustment for 
2011/12. While modest, the NZAA does not support an increase for the reason proposed, and 
we oppose raising the funding target to 105%. The anticipated future liabilities are based on a 
number of variables which are subject to change, and should not be inflation-proofed. The levy 
should be set to cover the claims expected to arise under the present accounting system, with 
a target of 100% of whatever the net liability is calculated to be at the time. While the NZAA 
does support some certainty or consistency of levies from year to year, a target of 105% does 
not change the variability of the net liabilities, and in the end only 100% of liabilities will ever 
need to be funded. 
 
The consultation document proposes to raise the petrol levy from 9.90 cents per litre to 12.90 
cents per litre. The NZAA has long supported 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 
ACC motor vehicle costs are funded by those who have a higher probability of being involved 
in an accident. Because fuel consumption generally equates to distance travelled on the road, 
it is a proxy for risk exposure, and so the more levy placed on petrol, the more frequent users 
of the road pay compared to those who travel infrequently yet still pay a significant portion via 
licence fees. Another advantage of this approach is that the petrol levy is more difficult to avoid 
with 100% compliance.   
 
Consequently, the NZAA supports raising the petrol levy by 3 cents per litre. As a result of the 
moderate 2.5% increase in the combined average motor vehicle levy for 2011/12, and the 
increase in petrol levies, the annual licence levy for petrol-engined passenger vehicles will fall 
by approximately $25, which will be welcomed by owners who travel average, or below-
average annual mileages. We note also that the licence levies will fall proportionately for all 
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other petrol-engined vehicle classes except motorcycles over 600cc. Given that diesel licence 
fees will be rising slightly however, diesel vehicle owners may consider they are being 
discriminated against relative to petrol vehicles which the general public will perceive as having 
reduced levies. This misapprehension may need to be pre-empted by some publicity when the 

new levies take effect (see comments under 3, below). We also anticipate you may receive 
some further adverse comment about the small rise in large motorcycle levies. 
 
 
2. Plans for the Motor Vehicle Account 

a. Introduce a distance-based levy for diesel-driven vehicles 

The NZAA fully supports adding a distance-based ACC charge for diesel vehicles to RUC, in 
favour of lower fixed vehicle licence fees, for the same reasons we support adding more of the 
ACC levy to petrol tax, as outlined above. At the moment, all diesel vehicles pay the same 
ACC levy (according to vehicle class) regardless of annual mileage which discriminates 
against those who travel less. This problem is exacerbated for (light) diesel Goods Service 
Vehicles (see below).  
 
This incompatibility between equivalent petrol and diesel-engined vehicles has been a 
common complaint by AA Members who own diesel vehicles, especially as the gap between 
petrol and diesel licence fees appears to have widened, and are perceived to be substantially 

higher for diesel vehicles. The general public do not understand the difference in levies and 
collection methods for equivalent petrol versus diesel vehicles and consider diesels are being 
discriminated against. Provided the distance-based diesel levy is approximately equivalent to 
the petrol tax, the same fixed licence fees will resolve these public misperceptions and help 
consumers to fairly compare the annual ACC levies of similar petrol and diesel models, which 
should assist in encouraging people to make accurate safe vehicle choices. 
 
ACC propose to investigate this RUC-based ACC levy as part of their work programme over 
the next three years. Of the three proposed initiatives for the Motor Vehicle Account, we 
consider this to be of the highest priority and should take precedence over the other initiatives 
and be undertaken with urgency. 
 
b. Use driver and vehicle characteristics to tailor levy rates 

The NZAA cautiously supports an element of risk rating in the motor vehicle account, not only 
between vehicle classes but within classes, particularly to encourage the uptake of active and 
passive vehicle safety technology such as ESC and side curtain airbags which have proven 
benefits in reducing crash risk and injuries. However, we have major reservations about the 
ability of the Motor Vehicle Register to provide accurate data (we do not believe it can in its 
current form as safety features are not recorded), other than merely using age as a proxy for 
safety which could discriminate against older vehicles with higher safety equipment levels, or 
older vehicles which are used infrequently (for which the greater portion of the ACC levy is 
fixed). Similarly, engine size or power ratings could discriminate against owners who have 
purchased larger vehicles for recreational or family reasons and there would need to be clear 
evidence of a correlation between engine size/power and accident rates. To a certain extent, 
ratings based on engine size or power are superfluous as the more petrol a large-engined car 
consumes, the more it pays in ACC petrol levies. The impact on affordability for low-income 
New Zealanders with typically older, or larger-engined vehicles also needs to be understood. 
 
This is something which at first glance looks like a good idea but could be impracticable to 
fairly introduce. A fair and equitable rating scheme should be based on known safety features 
installed in vehicles which are producing demonstrable reductions in accidents or ACC costs, 
and not arbitrary characteristics which may be inequitable, discriminatory or risk perverse 
outcomes. For example, using age as a proxy for risk would penalise a 10-year-old 4-star 
Mercedes-Benz S-class with multiple airbags and ESC, yet ‘reward’ a new 2-star Great Wall or 
similar low-spec vehicle with two airbags.  
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Therefore, the NZAA suggests any vehicle characteristics should be based on established 
ANCAP, Euro or Japan NCAP star ratings. Most vehicles manufactured after 2005 (including 
used Japanese-imports) have star ratings so it should be possible to use the information in the 
Rightcar database to establish risk profiles based on these. For vehicles manufactured 

between 2000-2005, many are also star-rated, but for the remainder approximate ratings could 
be based on the assumption that most cars produced in this era are fitted with airbags and 
ABS brakes as a minimum. For vehicles manufactured before 2000, only generalised 
assumptions can be made, which is flawed for the reasons given above, unless it was possible 
for owners to gain a better rating upon evidence that the vehicle has superior safety features.  
 
We assume that as vintage vehicles (aged over 40 years) currently receive a lower levy, 
approximate to their risk and recognising their limited usage, that they will be exempted from 
vehicle characteristic-based ratings. This will assist those motorists who own and licence 
multiple vehicles including classic or vintage models, but can only use one at a time. 
 
The NZAA does not support risk ratings based on driver age or infringement history without 
understanding how these ratings will be devised. We do not have confidence that the data 
used to establish these ratings will be fair and reliable. It would be inappropriate, for example, 
to penalise drivers who have received infringement notices for operating a vehicle with 
‘deceptive’ or ‘obscured’ plates which are not safety-related.  
 
We believe that such a system may unfairly penalise owners involved in no-fault accidents, or  
inexperienced or young drivers on the basis of age and not actual risk or experience, although 
a rebate for drivers (and motorcycle riders) who have undergone advanced training could be 
supported. 
 
We are also concerned about how such a rating system could be fairly applied across the 
motor vehicle classes without resulting in inequitable levies that could encourage less safe 
vehicle choices. As long as there is a level of cross-subsidisation in the motor vehicle account, 
perverse levy outcomes are possible, with ‘less safe’ drivers in safe vehicles paying more than 
‘safe’ users of higher-risk vehicles. These will be contentious and so such proposals cannot be 
supported (the NZAA recognises a certain level of cross-subsidisation is necessary in the 
interests of fairness and affordability, although we support reducing the amount of cross-
subsidisation over time).  
 
Finally, risk rating according to driver characteristics cannot work because the levy system is 
geared towards the vehicle, and some vehicles have multiple drivers with varying risk 
exposure. Such ratings could only be fairly imposed if ACC levies were applied to each 
individual driver instead. 
 
c.  Introduce a fleet safety levy discount programme 

The NZAA supports the introduction of ACC rebates for fleets to encourage the uptake of 
safety programmes like the MoT-led Safe and Fuel Efficient Driver programme (SAFED). 
These rebates should also incorporate vehicle characteristics so that fleets are incentivised to 
purchase vehicles that meet minimum safety standards (e.g. 4- or 5-star ANCAP ratings). 
 
 
3. Goods Service Vehicles 

The annual levies for Goods Service Vehicles (GSVs) rose substantially for the 2010/11 
financial year, especially for diesel-engined GSVs (reflecting their higher accident costs 
relative to passenger vehicles). The AA has received a large number of complaints from 
private owners of light diesel GSVs (e.g. utes and cargo vans) about the increases, particularly 
when compared to petrol-engined passenger vehicles. Owners generally do not understand 
how their annual re-licence fees are calculated, and the differences in levies according to 
vehicle class and fuel type. We note the gap between petrol and diesel licence fees will rise 
further under the 2011/12 proposals, with petrol fees falling but diesel rising slightly. This will 
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only cause further consternation and should be addressed by providing explanatory material 
with the re-licence notice that compares total ACC charges for vehicles in the same class 
(including petrol tax), according to fuel type, and simple explanations about the accident 
relativities between classes.  
 
Because there is no distance-based charge for diesel-engined vehicles, they all pay the same 
fixed licence levy which does not take into account annual distance travelled and therefore risk 
exposure. This particularly disadvantages private owners of so-called GSV’s, who do not use 
them for commercial purposes and therefore travel shorter annual mileages than a vehicle in 
commercial service.  
 
While introducing a distance-based charge for diesel vehicles (like the petrol levy but attached 
to RUC), as ACC proposes to investigate, would help address this inequity, we also suggest 
that ACC should consider separating the GSV class into light and heavy commercial vehicles. 
Due to the substantial design differences, fleet age profile, use and distance travelled between 
light GSVs and medium and large trucks, the accident costs are likely to differ. We understand 
ACC has identified that the accident costs for heavy GSVs are higher than light GSVs and that 
suggests owners of utes and vans are cross-subsidising the heavy commercial sector. 
Consequently splitting the GSV class will reduce ACC levy costs for owners of diesel (and 
petrol) utes and vans, and this will address the current inequity for private owners of such 
vehicles travelling moderate annual mileages. 
 
 
Yours sincerely 

 
Mike Noon 
General Manager Motoring Affairs  
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