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1 November 2024 
 

Hon Simeon Brown – Minister of Transport 
 

REGULATORY FINANCIAL STEWARDSHIP – SUSTAINABLE 
REGULATORY FUNDING PATH  

Purpose 

1. This briefing communicates the actions being taken by the NZ Transport Agency Waka Kotahi 
(NZTA) to support a sustainable regulatory funding model. It seeks your direction and support 
regarding progressing a consolidated funding review  

 

2. This briefing follows our prior advice to you in September 2024 on regulatory financial 
stewardship for 2023/24 (BRI-3171 refers).  

3. This briefing is part of a three-phase approach to keeping you informed of our progress on this 
matter.  

Background  

4. The first three months of the 2024/25 financial year (refer to Appendix One for the regulatory 
financial performance year to date) have been more favourable than expected. We have realised 
a $6 million surplus for the 2024/25 year (after loan repayments).  

5. This result has not fully accounted for the additional activity related to reducing Class 1 practical 
Driver Licence testing wait times where costs related to surge workforce expenditure will flow 
through in the coming months. In addition, the volume of regulatory service transactions has 
historically been higher in July and August 2024, compared to the average month. Accordingly, 
the surpluses accumulated up to September are not anticipated to continue during the period 
from December to February, when our revenue collection is typically low, while our costs remain 
at similar levels. 

Key updates since September 2024 

The quarterly performance of NZTA’s regulatory memorandum accounts has improved 

6. The performance of our memorandum accounts for 2024/25 has improved, with a $6 million 
surplus for the three-month period ending 30 September 2024. However, this is a seasonal effect 
and not expected to be sustained in the coming months. 

The overall memorandum account position is still a deficit 

7. The overall position of our regulatory memorandum accounts is a $4.1 million deficit. The deficit 
at the start of the 2024/25 financial year was $10.1 million, largely the result of the three months 
under the previous fees and funding regime and key financial impacts such as unlimited Driver 
Licence testing and unfunded work on Road User Charge (RUC) changes (EV’s and Fleetwide 
RUC). 
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Regular fees and funding reviews enable refinement of services and supports integrity of the 
regulatory funding model 

8. The fees and funding changes for regulatory services were approved in early 2023 (publicly 
consultation carried out between 21 March and 13 May 2022) and went live on 1 October 2023. It 
was envisaged that more regular fees and funding reviews are required, in particularly to avoid 
the situation that contributed to the regulatory failure experienced in 2018. The more regular 
cadence will also reduce the cost and time required for a fee review as well as adding agility to 
address key regulatory and Crown priorities. 

The key regulatory fiscal issues and risks remain but our mitigations should be effective in the 
short-to-medium term 

9. As outlined in BRI-3171 there remain key regulatory fiscal issues and risks on the horizon. In 
response to this and in line with Government requirements we implemented additional budget 
controls ahead of the 2024/25 financial year to further alleviate cost pressures and reduce cost. 
We have also implemented controls to mitigate the impact of fiscal risks.  

10. Our mitigations and actions are likely to be effective in the short to medium-term. However, $23.2 
million of funding1 per annum from the Land Transport Revenue is expected to end on 30 June 
2026. This includes: $13.9 million for efficient and fair collection of the costs of specific activities 
(these are fees where the costs to collect are greater than the fees themselves), and $9.3 million 
for projects to support implementing NZTA’s regulatory strategy. Our cost control actions will 
therefore be only partially effective at offsetting known fiscal issues that crystalise in 2026/27.  

We recommend carrying out a funding review  

11. We recommend the most impactful mitigations and actions to return to a sustainable regulatory 
funding path are carrying out a consolidated funding review  

 We would expect that commencing work shortly would allow a 
more regular cadence of funding reviews, support fees being set at a sustainable level over a 
three-year period, enable the necessary upfront investment to implement efficiency 
improvements, and enable significant regulatory reform (i.e. RUC fleet transition  

) to be implemented.  

12. To progress these mitigations, the Director of Land Transport is intending to commission a 
consolidated funding review under section 104B(2)(f) of the Land Transport Management Act 
2003. 

 
  

The Minister of Transport has an important role in directing the scope and timeframe of the 
proposed consolidated funding review 

13. You have an important role in directing the scope, and timeframe for the review and, by 
implication, the levels of regulatory services that are provided in the future. The Director of Land 
Transport seeks your direction to ensure we can factor in your expectations through this process.  

 
1 The $23.2 million funding that is currently due to end 30 June 2026 includes: $13.9 million for efficient and fair 
collection of the costs of specific activities (these are fees where the costs to collect are greater than the fees 
themselves), and $9.3 million for projects to support implementing NZTA’s regulatory strategy. 
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14.  
 

 

15. We note that clarity as to what occurs when the current $23.2 million funding ends by 30 June 
2026, is critical to preserving regulatory service levels. We also note that without  it will 
be very difficult to advance some of the Governments priorities or mitigate risks for areas such as 
rail regulation. 

Mitigations and actions to manage regulatory fiscal and operational risks 

16. We have initiated a range of short-term mitigations and actions across five focus areas to support 
a sustainable funding model (refer to Appendix Two for the summary of actions taken to 
mitigate regulatory fiscal and operational risks).  

Focus area 1. Tightening regulatory budget targets – we have implemented regulatory 
expenditure budget targets that incorporate efficiency savings with the intention 
that this will generate a surplus for the 2024/25 financial year. These targets are 
being monitored regularly. 

Focus area 2. Modernising our regulatory services – we are modernising our services to 
deliver user-facing efficiency and effectiveness improvements.  

 
 

 

 
 
 

 

Focus area 3. Strengthening our financial control environment – the Director of Land 
Transport’s monitoring programme directly targets fiscal risks by specifically 
including review activities that will examine key aspects of the regulatory function 
management systems and control environment. This work is scheduled to be 
completed by the end of March 2025. 

Focus area 4. Reviewing our regulatory investment plan – we are refreshing our long-term 
investment plan to ensure it has a greater focus on initiatives that directly target 
fiscal risk reduction, improve value for money, and return on investment. 

Focus area 5. Reviewing cost recovery settings for products within each memorandum 
account – we have created a list of products which will need to be considered as 
part of the proposed consolidated funding review. This includes services where 
fees might be set too high or too low. 

17. In addition to these actions and mitigations, we are expecting an improvement in the position of 
the driver licensing and testing memorandum account once the changes to the re-sit policy take 
effect. 

 
2 Note that due to the different pricing of services of itself this will not improve the memorandum account balances. 
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22. This would provide working capital to deliver digitally enabled user-facing efficiency and 
effectiveness improvements.  

 
 

23. Alternatively, we could seek to reduce service levels for regulatory activities, and subsequently 
costs to effectively recover from existing fee settings. This option would be realised if  

 are no longer solvent, or the funding review is not carried out in a timely 
manner.  

24. Reducing service levels is difficult to achieve in a targeted manner for transactional services (for 
example sitting a driving test). This is due to cost being driven by service delivery channels (face 
to face or digital) and commissions based on volumes. We have a statutory requirement to allow 
people access to the land transport system if they comply with the conditions for entry. We would 
need to explore reducing customer service experience (for example slower delivery times and 
reduced channels offered to customers). We do not recommend this approach as reducing levels 
of service experience to the public would impact accessibility and compliance. 

25. Improving efficiency offers the best pathway to achieving cost savings over the long-term for 
transaction services. We have identified several digital efficiency improvements that can be 
made. These would require upfront investment to carry out the necessary work to implement. 

26. Compliance service levels are largely driven by the risk or issue-based response to ensure safety 
– compliance posture and response. This means that any changes to the level of services to 
reduce costs must be carefully calibrated to ensure public safety is maintained. We do not 
recommend this as we have been working to strengthen our regulatory compliance activity since 
the regulatory failure in 2018.  

27. We view the funding review process as an opportunity to set service levels where there is a 
desire to change services.  

The Director of Land Transport is intending to commission a consolidated funding 
review and seeks your direction on scope and timing 

28. The Director of Land Transport is required by section 104B(2)(f) of the Land Transport 
Management Act 2003 to ensure regular reviews of the land transport regulatory system 
(including the funding system) to contribute to the achievement of the Agency’s objective. 

29. A consolidated funding review approach has been proposed that enables the widest array of 
solutions to be considered. It is intended that funding reviews take place in three yearly cycles, 
consistent with Treasury guidance, with the subsequent cycle to be implemented on 1 July 2029. 
These cycles are intended to align with investment decision making, the National Land Transport 
Programme cadence, ensuring cohesion across the two primary funding sources for NZTA. 

30. Within a consolidated funding review,  
 

31. You have an important role in the funding review process in directing the scope and timeframe 
for the review and, by implication, the levels of regulatory services that are provided in the future. 
There are three key stages relating to a funding review as outlined the following table: 
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