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Embargoed until 11.30am 29 October 2014 

ALTERNATIVE TRANSPORT FUNDING - TWO PATHWAYS 

QUESTIONS AND ANSWERS  

 

Q. When will the scheme commence? 

A. This will depend on which scheme, if any, is chosen. Under the Rates and 

Fuel Tax (existing tools) pathway, the rates component could start after 

the 2015 Long-term Plan is adopted (i.e. the 2015/16 financial year). The 

fuel tax components would require the government to make the necessary 

arrangements (which could potentially require legislative amendment). 

Under the Motorway User Charge a great deal of technical and 

operational work would be required to set up the framework of the 

scheme. In addition, new legislation would be required. Realistically, the 

scheme would not be operational before 2017/18. 

 

Q. What will the alternative funding scheme cost? 

A. Under rates and fuel tax increases all the necessary systems are already 

in place and therefore there would be no additional cost to introduce the 

scheme. The motorway charge would involve a significant cost, both a 

one off cost to introduce it ($108.7) and an annual operating cost (10-12% 

of revenue). Under the scheme design proposed these costs would be 

factored into revenue streams to ensure annual net revenue of $300m (in 

real dollars). Once operational, the Motorway User Charge will operate at 

a per transaction cost of 21 cents. 

 

Q. What are the benefits of the pathways? 

A. The Rates and Fuel Taxes are existing, well understood revenue systems 

and therefore will be easy and cost effective to introduce and operate. The 

scheme, though, will have only a marginal impact on people’s transport 

decision making and therefore will have a lower level of transport and 

economic benefit. Also, the IAB concluded that the rates and fuel taxes 

pathway was more regressive than the Motorway User Charge. 

 The Motorway User Charge pathway will deliver significant demand 

management benefits (14 – 20% congestion improvements by 2026 

compared to the basic transport programme). In addition the Motorway 

User Charge delivers significant economic benefits to Auckland ($1.6 

billion). The IAB has also identified Motorway User Charge as less 

regressive in its impact. 
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 The flip side of this is that the Motorway User Charge is a large and 

complex system and would be among the largest in the world. Therefore it 

involves a significant cost, both to introduce and operate. It will also be 

difficult for people to get used to and, therefore, will inevitably result in 

implementation issues as the system is bedded in and people become 

familiar with it. 

 

Q. What will people pay under each scheme? 

A. Under the Rates and Fuel Tax pathway rates would, on average, be 0.9 

percentage points higher each year. This increase would compound every 

year meaning by 2025 rates would be 8.1% higher than would otherwise 

have been the case. On top of this the pathway would involve an 

additional 1.2c per litre increase in fuel tax compounding each year. The 

combined effect of this is that by 2026 households would be paying an 

additional $348 a year. 

 Under the flat rate Motorway User Charge, the discounted charge would 

be $2, 6am to 7pm weekdays, free every night and $1 6am to 7pm 

weekends.  

Under the peak demand approach the weekday discounted charges 

would be: $2, 6 – 7am; $2.80, 7-9am; $2, 9 – 10am; $1.30, 10am – 3pm; 

$2, 3 - 4pm; $2.80, 4 – 6pm; $2, 6 – 7pm; and, free 7pm every night of the 

week. In weekends from 6am – 7pm there would be a $1.30 charge. 

The two Motorway User Charge models would each mean a different 

distribution of the impact but the average household impact would be 

$345 p.a. per household under the flat rate and $371 under the peak 

demand model. 

 

Q.  The report says the extra costs annually to households under any of 

the funding pathways range $348-$371, but if I am a motorway user 

twice a day, five times a week, I get a cost of more than $1000 per 

year. Why is this different? 

A.  There are two main reasons for this. First, the introduction of a road price 

will cause people to make different transport decisions than they have 

previously. The report’s calculations factor in behavioural change. 

Second, the figure is an average, heavy motorway users will pay more 

than the average, whereas those who use it infrequently will pay a lot less.  

Under the Flat Rate charge households that are regular users would pay 

an average of $1,140 pa but infrequent users would pay as little as 

$150pa. With the Peak Rate Charge regular users would pay in the range 

of $1,430 to $1,580 but infrequent users would pay as little as $130pa.  
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Q. How will people pay? 

A. The charge will be triggered by licence plate number identifying cameras 

on gantries at every motorway on ramp. This would trigger a need to pay. 

The main payment channel will be through an account (which will be 

incentivised by a discounted charge). On top of this web payments and 

retail payments channels will also be available. The payment channels will 

be broadly similar to the Northern Gateway scheme and could include AT 

HOP card accounts. 

 

Q. Will there be a cap on charges levied per day or exemptions? 

A. The IAB gave serious consideration to the issue of a daily cap on charges 

or exemptions. Caps and exemptions would significantly add complexity 

to the scheme and materially increase costs and result in higher average 

charges. This would mean users would face a higher cost and there was 

likely to be an even greater impact on vulnerable households. 

 The IAB concluded that the provision of either exemptions or caps would 

result in a less effective scheme, and would be a complicated and 

untargeted way to address issues of fairness. 

 

Q. Why do I have to pay for roads I have already paid for? 

A. The charging pathways will fund improvements to the entire transport 

system, which will deliver significant benefits to all Aucklanders. 

If Auckland does not raise the funds to pay for the Auckland Plan 

Transport Network commuters will pay by sitting in queues.  

Under existing funding sources for transport, Auckland will only be able to 

afford the “Basic Transport Network”. 

The Basic Transport Network will deliver the CRL, deliver key public 

transport services, but limit those services to 2016 levels. There will be 

minimal improvements to local and arterial roads, and walking and cycling 

investment will be severely constrained. The resources to service key 

population growth areas will be seriously and problematically constrained 

– raising serious issues in terms of Auckland’s ability to cope with 

projected population growth. 

Under the Basic Transport Network, by 2026 average speeds during the 

morning rush hour would have worsened by at least 17% from current 

performance.   
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Q, Why doesn’t the Council sell assets like the port and airport, to raise 

the funds to improve transport? 

A. The IAB during its first round of work (as the Consensus Building Group) 

considered the option of selling strategic assets such as the port and 

airport. Their analysis concluded that the forecast future earning from 

Council’s investment in these businesses was broadly the same as the 

proceeds from a sale. On this basis the consensus they reached was that 

asset sales would not materially reduce the funding gap and were not 

recommended. 

 

Q. People in the North Shore effectively have to use the motorway to get 

across the bridge, isn’t this very unfair on them? 

A. North Shore residents will actually be significant beneficiaries of the 

Motorway User Charge scheme through improved performance of the 

transport system. Under current policy, it is likely that the users of the 

additional Waitemata Harbour crossing will pay for it by way of a specific 

toll to use it. Under the proposed motorway charging scheme it will be 

paid for by motorway users across the region, reducing significantly the 

burden faced by North Shore residents for this vital piece of the transport 

network. 

 

Q. Won’t this just make Auckland an even more expensive place for 

people to live in? 

A. Fixing Auckland’s transport problems will make Auckland a much better 

place to live, creating significant non-monetary benefits in quality of life. 

On top of that people and businesses are currently paying the cost of 

congestion every day, whether it be through lost productivity or the 

additional cost of moving goods around. If we address the funding gap 

through a Motorway User Charge and implement the Auckland Plan 

transport programme, economic benefits will be delivered to Auckland of 

$1.6 billion.  

 

Q. Couldn’t we just scrap the City Rail Link (CRL) and solve the funding 

gap? 

A. No, for two primary reasons. First, the CRL is the single most 

transformational transport project for Auckland. By doubling the capacity 

of the entire rail network the CRL will make a significant contribution to the 

improved operation of Auckland’s transport system across all modes. 

Without the CRL the outcomes delivered by either the basic or the 

Auckland Plan programme will be hugely worse and Auckland will 

continue to grind to a halt, but at a faster rate. 
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 Second, the cost of the CRL is $2.4 billion ($1.99 billion in uninflated 

dollars), compared to the funding gap of $12 billion. Scrapping the CRL 

would not solve the funding gap problem, instead it would simply make 

Auckland’s transport system much less efficient. 

 

Q. Given that the Northern Gateway toll is already in place, won’t this 

just make driving north or south through Auckland subject to an 

additional tax and more expensive? 

A. No. The Motorway User Charge scheme proposed by the IAB (which will 

apply to all people entering the northern and southern entry points to the 

network), will replace the Northern gateway toll, making people no better 

or worse off. 

 

Q. How will the schemes impact on those on low incomes? 

A. As part of its work the IAB commissioned an affordability and social 

impact assessment of alternative funding on households. Part of that 

assessment looked at the impact of the pathways on vulnerable 

households (defined as those least able to absorb additional costs). The 

study found that under rates and fuel tax option 11.4% of vulnerable 

households would be face a medium to very high impact (defined as 

1.75% of income and above). The equivalent figure for the flat rate MUC 

is 6.4% and 3.4% for the peak rate. These figures provide an indication of 

the relative regressiveness of the funding pathways.  

 

Q. Won’t any charging scheme make doing business more expensive, 

meaning everyone pays more for what they buy? 

A. Economic impact work undertaken by Market Economics for the IAB 

shows that this is not the case. This assessment found that by 2026 the 

projects in the Auckland Plan programme, and the introduction of a new 

mechanism to fund it, would result in an overall cost-saving to businesses. 

The report found that both alternative funding schemes delivered a 

transport cost saving of 7.1% to 8.1% to the Auckland business sector.  

 

Q. How will this decision be made? 

A. After receiving the IAB’s report, the Budget Committee will formally decide 

whether to include both transport programmes and the funding options in 

the LTP for consultation. The draft LTP will formally be adopted in 

December 2014 and will be consulted on with Aucklanders from January 

to April. Council will make final decisions in June 2015.    
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Q. What happens if the government says no to Auckland introducing 

new sources of funding for transport infrastructure? 

A. Both an additional increase in fuel tax and the introduction of a Motorway 

User Charge will require the government to agree to the proposal and 

make the necessary policy and legislative changes. The Government has 

been kept well-briefed on this funding discussion since it commenced in 

2011. 

 If the government decides not to consider alternative funding sources, 

Aucklanders will be left with only two options. Either: 

 making do with the Basic Transport Network; or 

 significant increases in rates to fund the Auckland Plan Transport 

Network. 

In his discussions with the government, the Mayor has requested that they 

provide the space for Aucklanders to conclude the funding conversation 

before they make a final decision on their support (or otherwise) for 

Auckland’s preferred option. 

 

 


