
B U D G E T  S E N S I T I V E

1 
B U D G E T  S E N S I T I V E

[Budget Sensitive] 

Minister of Transport 

Cabinet Business Committee 

Clean Car Discount - finalising outstanding decisions 

Proposal 

1 This paper seeks outstanding decisions on the Clean Car Discount (the Discount). 
On 19 April 2021, Cabinet agreed to progress the Discount, but asked me to report 
back to Cabinet with final proposals on some outstanding issues [CAB-21-MIN-
0128.01]. 

Relation to government priorities 

2 This proposal is one of a number of actions taken in response to Parliament’s 
declaration of a climate change emergency. It will give effect to the commitment in 
the Labour Party’s Clean Energy Plan to accelerate the electrification of the transport 
sector and to our Cooperation Agreement with the Green Party of “increasing the 
uptake of zero-emission vehicles”. 

3 This policy will also be one of a number of transport policies to be included in the 
Government’s first Emission Reduction Plan (the Plan), which must be published by 
31 December 2021. This Plan, led by the Minister for Climate Change, will outline the 
strategies and policies that will be used to achieve the first emissions budget for 
2022–2025 and will be built on to deliver the second and third budgets (over the 
2025-2030 and 2030-2035 periods). 

Executive Summary 

4 This paper discusses final proposals on some outstanding matters for the Discount. 
The Discount was agreed by Cabinet on 19 April 2021 [CAB-21-MIN-0128.01] and 
discussed by the Climate Response Ministerial Group (CRMG) on 4 May 2021. The 
CRMG’s discussions are reflected in the proposals in this paper. 

5 The Discount will help new and used car buyers overcome the higher upfront cost of 
low-emission vehicles compared to internal combustion engine vehicles. The 
Discount will complement the Clean Car Standard (the Standard), which regulates 
the supply of low-emission vehicles, while the Discount will encourage demand for 
zero or low-emission vehicles. 

6 Officials recommend that the levels of rebate set from 1 July 2021 be: 

New Vehicle Used Import 

Battery electric vehicle (Zero-emission) $7,500 $3,000 

Plug-in hybrid electric vehicle (Low-emission) $5,000 $2,000 

* Rebates above will be 15 percent higher to account for GST.

7 While the rebate will begin from 1 July 2021, the corresponding fees on high-
emission vehicles cannot start until legislation is passed. As such, Cabinet agreed 
that in principle, for the 2022 year, the maximum carbon dioxide (CO2) fee should be 
set to $3,500 (plus GST). However, I am now proposing that the maximum fee for 
2022 be set at $4,500 (plus GST), which would make more top selling lower-
emission vehicles eligible for a discount. Fees and rebates will be reviewed regularly 
to ensure that the scheme remains fiscally neutral. 
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8 A forward schedule of fees and rebates is included in Annexes 1 and 2, which I 
propose is released with the announcement of the policy. I also propose that Cabinet 
review and confirm the suitability of this fee and rebate schedule in September 2021, 
informed by initial sales data following the introduction of rebates on 1 July 2021. 

9 New Zealand has high levels of ownership of utility vehicles (utes), which on average 
have very high levels of emissions. There are not yet any hybrid or electric options 
being sold in New Zealand, although there are a number of models which are 
expected to enter our market in the next one to two years. 

10 The Ministry of Transport, Waka Kotahi NZ Transport Agency and Ministry for the 
Environment recommend that no concession on fees be given to utes, because of 
their emissions impact, notwithstanding the lack of alternatives currently in the 
market. This also reflects the urgency with which we must all adjust in order to 
decarbonise transport. The Green Party has indicated it agrees with this view. I 
therefore do not propose that a concession is applied for utes. 

Background on the Clean Car Discount 

11 The Discount will help new and used car buyers overcome the higher upfront cost of 
low-emission vehicles compared to internal combustion engine vehicles. Rebates on 
low-emission vehicles will be funded by a corresponding fee on high-emission 
vehicles. 

12 The Discount will complement the Standard, which was agreed to by Cabinet in 
January 2021. The Standard regulates the supply of low-emission vehicles, while the 
Discount will encourage demand for electric or low-emission vehicles. The Discount 
is modelled closely on policy from countries that have significantly driven the uptake 
of low-emission vehicles. 

13 The Emission Trading Scheme and the Standard will not resolve the high up-front 
cost barrier to buying electric vehicles, which is expected to persist for most of the 
2020s. The Discount will close this price gap significantly but not eliminate it. Further 
measures will be needed to enable access to low-emission transport options for 
lower-income households and others facing disadvantages in accessing transport. 

Cabinet has agreed to the Clean Car Discount but there are some outstanding policy 

decisions  

14 In the 19 April 2021 decision, Cabinet asked me to report back on: 

14.1 the level of the rebate to be issued on zero and low-emission vehicles from 1 
July 2021; 

14.2 the maximum CO2 fee for 2022; 

14.3 the full schedule of rebates and fees based on vehicle CO2 emissions 
(including the CO2 emission levels that enable some vehicles to receive 
neither discounts nor fees) that would apply during the 2022 year (using at 
least two months’ worth of data arising from rebates being available in the 
vehicle market in order to inform Cabinet’s decisions); 

14.4 purpose-based exemptions or discounts on the fees payable on vehicles that 
do not have feasible low-emission alternatives, which would apply from 2022; 

14.5 the criteria that would exclude vehicles with poor crash worthiness from 
receiving discounts; 

14.6 any outstanding policy issues, if necessary. 
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15 The CRMG considered these outstanding policy questions at its meeting on 
Tuesday, 4 May 2021. The discussions that took place are reflected in the advice in 
this paper. 

The levels of the rebate from 1 July 2021 

16 Officials recommend the following rebates be available from 1 July 2021: 

New Vehicle Used Import 

Battery electric vehicle (Zero-emission) $7,500 $3,000 

Plug-in hybrid electric vehicle (Low-emission) $5,000 $2,000 

* Prices above will be 15 percent higher to account for GST.

17 The proposed level of rebate is based on reducing the current price differential 
between an electric vehicle and a high-emission vehicle. This price gap is expected 
to reduce over the decade as batteries get cheaper and electric vehicle manufacture 
scales up. Fees and rebates will be reviewed regularly to ensure that the scheme 
remains fiscally neutral.  

18 The modelling used to set initial rebate and fee levels considers effects of the 
Standard, the behavioural response to vehicle price changes, limiting fees to a level 
the market can currently bear, and setting the rebates to the maximum level possible 
(while enabling repayment of the loan within a prudent timeframe). 

19 The proposed levels of rebate are in line with those proposed in public consultation. If 
we made the rebate smaller it would be less effective at influencing buyer behaviour. 
Officials also looked at what the modelling showed if the rebate was increased. For 
instance $10,000 was tested as the new vehicle rebate but it was found that such an 
increase would not materially persuade additional buyers in the short term, and, it 
could make it harder for Waka Kotahi to repay the Crown loan. 

20 Internationally, feebate systems are usually updated every one to two years. Cabinet 
agreed that starting in 2023, and on a 24-month or more frequent basis, the nature of 
fees and rebates, together with other scheme design elements, would be reviewed 
and adjusted if necessary.  

21 Cabinet agreed that rebates will be able to be applied for from 1 July 2021, as this 
will prevent car buyers from delaying the purchase of a new electric vehicle until the 
rebate starts. Also, the more quickly that rebates can be issued the sooner we will 
see progress in electrification of the New Zealand light vehicle fleet. 

The levels of the fee and rebate from 2022 

22 While the rebate will begin from 1 July 2021, the fees cannot start until legislation is 
passed. Adding fees to the purchase of a vehicle is a key aspect of the policy. Fees 
incentivise the purchase of lower-emission vehicles and also mean the scheme can 
operate as fiscally neutral over time. The fees fund the discounts and Waka Kotahi’s 
operation. 

23 As currently proposed, fees would rise for every gram of CO2 a vehicle produces. 
This is modelled using a formula for rebates of $50 per gram (new cars) and $20 per 
gram (used cars), and for fees of $50 per gram (new and used cars), up to set caps. 
This encourages any buyer to buy the lowest CO2 vehicle they can. 

24 Vehicle buyers and sellers will want to know what the fees will be, when the policy is 
announced, not least because internationally fees on highly-emitting vehicles can be 
a lot higher than the amounts we are proposing. 
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noted this conformed to the treatment of other transport fees and other government 
grants and subsidies. 

36 The April Cabinet paper recommended rebate levels that were expressed as GST 
exclusive amounts. Inland Revenue recommends that the rebates should be grossed 
up by 15 percent to account for GST. This approach was agreed by Waka Kotahi, 
Treasury, and Ministry of Transport officials. 

37 Inland Revenue advise that it is necessary to gross-up the rebates because GST 
registered businesses buying work vehicles would need to return 15 percent GST on 
the rebates they receive from Waka Kotahi, the same as they would for other 
government grants. While private vehicle owners would not return GST on their 
rebates, they also need their rebates grossed-up by 15 percent so they are properly 
compensated for the extra GST they already incurred on the full retail price of the 
vehicle.  

38 The gross-up does not require any amendment to legislation and is straight-forward 
to implement. It relies on asking buyers to confirm their GST status and responding 
with appropriate documentation when issuing the rebate. It will slightly increase the 
costs on the scheme, as Waka Kotahi can recover the GST on rebates issued to 
businesses but not to others. This is not modelled to materially change the timeframe 
for repaying deficits and can be accounted for in the level of fees and rebates in later 
years. 

39 All dollar figures in this Cabinet paper are exclusive of GST, and thus the actual fees 
and rebates charged and paid by Waka Kotahi will be 15 percent higher to account 
for GST. Communications to consumers will reflect this point. 

40  
 

 
 

 
 

 

41 Cabinet is therefore asked to agree to legislative amendments, if necessary, to 
ensure FBT and depreciation are calculated after rebates and fees. 

Update on unsafe vehicles being ineligible for a discount 

42 Cabinet agreed I would confirm the criteria where zero and low-emission vehicles 
with poor safety would be excluded from receiving a discount. I propose that, 
vehicles with less than three star safety rating as reported on the Rightcar website 
(www.rightcar.govt.nz) be excluded from 1 July 2021. Officials will then review the 
suitability of this approach ahead of completion of Discount implementation in 2022. 

Financial and Legislative Implications 

43 The outstanding decisions sought in this paper on fee and rebate levels have fiscal 
implications as they would result in an increase in total Crown revenue and 
expenses. 

44 Any legislation required to give effect to the policy proposals in this paper will be 
included in the Clean Car Bill and associated regulations.  

Impact Analysis 

45 A Regulatory Impact Statement was included with the previous Cabinet paper [CAB-
21-MIN-0128.01].

Climate Implications of Policy Assessment 

Withheld 
under 
Section 9(2)
(f)(iv) of the 
Official 
Information 
Act 1982
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46 As stated in the earlier Cabinet paper, the cumulative impact of the Discount from 
2022 to 2050 is a reduction of between 2.6 and 9.2 mega tonnes of CO2. These 
numbers would be revised upwards if fees and rebates are set more aggressively 
over the longer term. 

47 An increase in the volume of utes and other high-emission vehicles sales is expected 
in the period between the announcement of this policy and the implementation of 
fees. This is expected to prevent vehicle CO2 emissions falling in the 12 months 
following announcement; reductions are modelled thereafter. I have sought to 
mitigate this by pursuing the fastest possible implementation timeframe from 
announcement. 

Human Rights Implications 

48 There are no implications for human rights and thus the proposals in this paper are 
consistent with the New Zealand Bill of Rights Act 1990 and the Human Rights Act 
1993.  

Gender Implications and Disability Perspective 

49 There are no significant gender or disability implications from the Discount. An 
exemption from fees could be added in the future, if it were later found that 
adaptations such as wheelchair lifts proved impractical on electric vehicles. 

Communications 

50 Should Cabinet agree to these final decisions, it is intended that the Discount be 
announced  on a date agreed with the Prime Minister’s Office. The Discount is a 
powerful lever to accelerate transport decarbonisation, alongside the Standard and 
Biofuels Mandate. 

51 Officials will prepare embargoed information to send to the motor vehicle industry 
immediately prior to the announcement. Because this relates to the Cooperation 
Agreement between the Labour Party and the Green Party, I will engage with the 
Green Party about the announcement. 

52 Waka Kotahi will prepare public resources for consumers about the Discount and 
EECA is separately commencing a social media promotional campaign about electric 
vehicles from late May 2021. 

Proactive Release 

53 This Cabinet paper will be released 30 days following decision made by Cabinet. 

Consultation 

54 The following agencies were consulted in the development of the paper: Waka 
Kotahi, Treasury, Inland Revenue Department. The Department of Prime Minister 
and Cabinet has been informed. The April Cabinet paper consulted a much broader 
set of agencies. 

Recommendations 

The Minister of Transport recommends that Cabinet: 

1 note that on 19 April 2021 Cabinet agreed to the Clean Car Discount policy [CAB-21-
MIN-0128.01] 

2 note that the outstanding policy decisions for the Clean Car Discount were discussed 
at the Climate Response Ministerial Group on 4 May 2021 and those discussions are 
reflected in the proposals in this paper 

3 note eligibility for rebates under the Clean Car Discount was previously agreed by 
Cabinet to begin from 1 July 2021 
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10 note that there is a six month window between June and December 2021 where 
future fees on utes are publicly known but not in effect, and that hybrid and electric 
utes are expected to be available from 2022 

11 agree no temporary reduction in fees be granted for utes 

12 note the fee and rebate figures in this Cabinet paper are expressed as exclusive of 
GST, so the actual amounts charged and paid by Waka Kotahi will be 15 percent 
higher to account for GST 

13  
 

 

14 agree vehicles with less than three star safety rating as reported on the Rightcar 
website (www.rightcar.govt.nz) not be eligible for discounts from 1 July 2021 

15 invite the Minister of Transport to issue drafting instructions to the Parliamentary 
Counsel Office to give effect to the above policy proposals (including for primary 
legislation and any associated regulations), including any necessary consequential 
amendments, savings and transitional provisions 

16 note that communications have been prepared to support the announcement of the 
Clean Car Discount. 

Authorised for lodgement 

Hon Michael Wood 

Minister of Transport 

Withheld under Section 9(2)(f)(iv) of the Official Information Act 1982
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