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a. Importers can import high emission vehicles if they import enough zero and 
low emission vehicles to reach their annual targets.  

b. Importers earn credits when they over-achieve targets, which they can use to 
help achieve future targets. Credits can be transferred between importers, 
allowing over-achievers to support under-achievers. Transfers are not 
permitted between the new and used vehicle sectors. 

c. Where importers do not meet their targets, they are subject to charges. A 
charge is paid for every gram of CO2 that a supplier exceeds its targets.  

d. Until the end of 2025, some importers can miss a target if they make up the 
difference the following year. Importers are not permitted to do this in multiple 
consecutive years.  

e. Different targets apply to passenger and commercial vehicles.  
f. Targets on vehicles are individually adjusted by vehicle weight, given heavier 

vehicles generally produce higher emissions. This incentivizes all vehicles, 
irrespective of weight, to improve their fuel efficiency and CO2 emissions. 
Minimum and maximum weights apply to avoid small vehicles facing overly 
stringent targets and heavier vehicles overly weak ones.  

CO2 emissions targets are set based on forecast supply and demand of zero and low 
emission vehicles 
5. The 2023-2027 targets aimed to shift our market from lagging to aligning with global 

leaders. For commercial vehicles, the targets sought to make New Zealand the global 
leader. A comparison of targets of relevant countries is found in pages 10 and 11.  

6. The targets were set with the assumption of strong market conditions with increasing 
demand for and availability of zero and low emission vehicles. 

7. We intend to periodically review the targets to reflect actual market conditions and 
revised forecasts. 

Section 175A of the Land Transport Act 1998 requires a review of the Standard’s 
targets to be commenced by 30 June 2024. This review is now complete. 
8. The Legislation states the review must take into account:  

• The anticipated impact of the targets on vehicle CO2 emissions, vehicle safety, 
and the affordability and availability of vehicles. 

• The levels of ambition of other jurisdictions, in terms of their existing and 
proposed CO2 emissions targets. 

• Any other matter the Minister considers relevant in carrying out the review. 
9. Additional areas of scope were agreed by the Minister of Transport

2
: 

• Setting targets for 2025–2029, rather than 2025–2027, to align with Australia’s 
proposed targets. Globally, targets are often set for 5 years or more. 

• Considering uniform targets rather than weight-adjusted targets for light 
passenger vehicles. 

• Allowing more flexibility with using emission credits and paying charges. 
• Considering offering bonus credits for zero-emission vehicles. 

The review found that the vehicle targets are no longer suitable 
For passenger vehicles, the 2026-2027 targets are not achievable 

 
 
2
 Via a departmental briefing OC240160 dated 15 March 2024. 
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10. The increased popularity of zero and low emission vehicles in 2023 meant the 2023 
passenger vehicle target was met easily by both the used and new vehicle importer 
sectors. This was in part due to the Clean Car Discount, which encouraged demand for 
low emission vehicles. Importers earned significant quantities of CO2 credits during 
2023

3
. The 2024 and 2025 passenger targets appear achievable for both the used and 

new sectors. Both targets are easier than those of other major global markets over that 
timeframe.  

11. The 2026 passenger vehicle target is close to globally leading, while the 2027 target is 
the second strongest globally. Vehicle market conditions and assumptions have 
changed, meaning these targets are not achievable. 

For commercial vehicles, all targets are not achievable 

12. Electric and hybrid utes are needed to achieve the targets for commercial vehicles. 
However, the introduction of these utes to our market has been much slower than was 
anticipated when the targets were set. Consequently, the 2023 target for commercial 
vehicles was not achieved and the 2024 target is not expected to be achieved. 

The global supply of some types of EVs is not growing as quickly as expected. 
13. Two important segments in the vehicle market are holding back progress: 

• Affordable, new, electric passenger vehicles that support mass market adoption. 
Purchase prices are falling but remain above what many buyers wish to pay. 

• Used imported electric passenger vehicles. These are well-priced but our source 
market is very constrained due to ongoing low domestic sales in Japan. Supply is 
improving, but at a later timeframe and at a slower pace than anticipated. 

New electric and hybrid utes.  
14. Their introduction is taking longer than anticipated. Hybrid models are appearing but do 

not yet offer meaningful emissions reductions. An EV ute was introduced last year but 
failed to gain traction in our market and was subsequently withdrawn. There is a fall in 
demand for new battery electric and plug-in hybrid vehicles. 

15. This coincides with policy changes over the past six months and is likely influenced by 
ongoing cost of living pressures and challenging economic conditions. 

16. Electric vehicles accounted for over 10% of all light vehicles imported in 2023. This has 
fallen to 2.4% for January-May 2024, less than New Zealand’s 2021 and 2022 levels. 
New Zealand has moved from being ahead of, to behind both Australia and the  
average uptake rate of light electric vehicle imports globally.  

17. A reduction in new car sales and an increase in used car sales from 2023 to 2024 
suggests wider economic conditions and consumer purchasing preferences have 
changed. 

If the targets are not revised, industry and consumers will face increasing costs 
18. CO2 credits earnt in the passenger car sector to date are significantly more than 

needed to offset the underachievement in the commercial vehicle sector. This is a 
temporary solution, and future targets would soon exhaust the CO2 credits. 

 

 

 
 
3
 Refer Clean Car Standard reports at https://nzta.govt.nz/about-us/official-information-act/proactive-releases/  
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Impacts of maintaining the status quo have been quantified by the vehicle industry. 

19. The Motor Industry Association (MIA) represents 85% of new vehicle imports. The MIA 
states that if the targets are not changed, vehicle prices would rise from 2026.  

20. The MIA has stated that if the targets and the weight adjustment formula for 2025 and 
2026 are not changed, by 2027 65% of new vehicles are forecast to attract charges of 
$800 million, none of which can be covered by emission credits. If this cost is spread 
across all new vehicles as forecasted in 2027, it would amount to $5,418 per vehicle. 
Alternatively, if the charges are spread across the vehicles attracting the charges, this 
equates to an estimated per-vehicle charge of $8,328. 

21. Alongside increase in prices, the MIA has stated that the supply of well-equipped 
vehicles will decline. To manage the extra cost of manufacturing vehicles that meet the 
CO2 targets, manufacturers are likely to make vehicle specification changes that 
remove vehicle content, such as on-board technology and safety features. 

22. Roughly half of vehicle imports each year are used vehicles. These vehicles must meet 
the same targets as new vehicles despite having older technology. The average used 
import is 9.5 years old; therefore vehicles entering New Zealand next year may 
average being manufactured in 2015-2016, when Japan achieved actual levels of 
128g. The target that currently applies in New Zealand next year is much stronger than 
the source market for used vehicles (112.6g in 2025, dropping to 63g in 2027).  

23. The Imported Motor Vehicle Industry Association (VIA) has stated that with the average 
mix of used-imports with price points acceptable to New Zealand consumers, importers 
will not achieve the 2026 and 2027 targets.  

24. As well, globally the supply of used-EVs is significantly constrained. The VIA expect 
that over 2025–2027 at best 4,000–6,000 battery EVs could be sourced from Japan, 
this would only be around 5% of used-imports. The VIA considers that sourcing used-
hybrid vehicles that meet the 2026 and 2027 target to compensate for the lack of EVs, 
will be virtually impossible.  

25. VIA expects that affordable used import EVs priced under $30,000 will only become 
available in significant volume in 2030.  

What is the policy problem or opportunity? 

26. The Standard incentivises the transition to a lower CO2 emission vehicle fleet, and in 
doing so contributes to New Zealand’s  decarbonisation and economic goals. Under 
the policy, vehicle importers must meet (average per vehicle) CO2 targets which 
become stronger each year. The current targets (for 2023 to 2027) were based on 
market forecasts and assumptions about future market conditions that were current 
when the policy was finalised in 2022. 

27. A review of the targets conducted in early 2024 concluded that supply and demand 
have not developed as expected. Therefore, the targets need to be reset to reflect the 
current market and future expectations, while retaining the appropriate balance of 
incentives and charges to deliver the policy objectives.  

What objectives are sought in relation to the policy problem? 

28. The primary objective is to accelerate the transition to a low emission vehicle fleet. This 
policy contributes to New Zealand’s climate change commitments, including our 2050 
net zero CO2 target. The Emissions Trading Scheme (ETS) is New Zealand’s primary 
tool for reducing emissions across the economy. This policy will support the ETS by 
addressing barriers to ensuring a sufficient supply of lower emissions vehicles to the 
New Zealand market.  
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would likely result in higher CO2 emissions from the vehicle fleet, when compared to 
options two and three. 

35. This option ignores that periodic reviews of targets are necessary and ignores the 
findings of the review that has just been undertaken. 

Option 2 – Reset the targets to be achievable while still ambitious 
36. This option would change the targets, effectively delaying the current passenger 

segment targets by about 2-3 years and commercial segment targets by about 3 years. 
37. This would enable the most popular and affordable low emission hybrid cars to 

continue to meet targets for longer, and used importers will avoid facing significant 
charges. The proposed targets allow more time for the introduction of affordable new 
zero and low emission vehicles and for better volumes of used EVs to be available to 
import from Japan. 

38. The proposed commercial vehicle targets enable time for and affordable zero and low 
emission utes with suitable functionality to be introduced and become established in 
the market so that importers do not face unavoidable charges. 

39. Rather than leading, the proposed targets closely follow the leading jurisdictions. Our 
targets would be aligned to Australia for passenger cars from 2027 and for commercial 
vehicles from 2025, and becoming roughly as ambitious as the U.S. towards the end of 
the decade. The targets would be behind the leaders (ie the U.K. and the E.U.) though 
well ahead of others (e.g. Japan, South Korea). See Figure 1 and 2. 

40. The targets would be aligned to a suitable foreign jurisdiction to ease regulatory burden 
and improve confidence that targets are achievable. Australia is the most logical 
market to align with given our geographical proximity, regulatory alignment (cars 
approved for sale into Australia can generally be lawfully sold here), and several similar 
market dynamics (such as the popularity of diesel utes). Combined New 
Zealand/Australian targets help build supply and model choice for zero and low 
emission vehicles. 

41. Stronger and weaker targets, and alignment with other markets, were considered but 
are not recommended. For example, the strong targets adopted by U.K. are plausible 
for distributors of new cars, with further government interventions, but these targets are 
too stringent for our commercial vehicle market that is dominated by utes, and for our 
used car import market. These market segments are different to those in the U.K.  

42. Alignment with the U.K. could be viable longer term, if utes and used cars were to 
become widely available here as EVs. This would better support achieving our net zero 
CO2 2050 target. Alignment with Japan is not appropriate because our vehicle industry 
can achieve higher levels of ambition than what Japan has legislated. See Figures 1 
and 2 below for a comparison of targets. 

43. Alignment with Australia will be sufficiently stringent to maximise reductions in CO2 
emissions and motoring costs, while still enabling a continuous supply of affordable 
low-emission vehicles for consumers.   

Option 2 supports the primary policy objective (effectiveness) but does not support the 
secondary objectives (equity, efficiency, compliance) 

44. The vehicle industry supports these targets but notes difficulties in achieving the 
targets for some sub-sectors. Industry forecasts show that at different points in time, 
some importers and some market segments would be ahead, or behind, the targets, 
even with the flexibility measures such as CO2 credit trading. Costs are likely to be 
unavoidably placed on parts of the market. This is particularly the case for importers of 
small used cars and utes, both of which are large market segments. This rises equity 
and fairness concerns for these market segments. While Option 2 supports the primary 
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51. Uniform targets for commercial vehicles will be several years away as there are no new 
EV utes available on our market and hybrid utes are only being introduced this year. 

52. It is critical to stop weight-adjusting targets when there is no linear relationship to 
prevent heavier vehicles being advantaged with easier targets. This advantage would 
distort the vehicle market. Specifically, importers with a market offering with relatively 
more heavier vehicles than lighter ones would be able to import a greater number of 
high emitting vehicles without facing charges. They would also be able to earn more 
emission credits for meeting their targets than their competitors. These credits can be 
used to offset future target under-achievement, or be transferred to other importers for 
financial gain. 

53. Used vehicle importers would be more disadvantaged than the new vehicle sector if 
weight-adjustment continued longer than it should. This is because used importers tend 
to supply vehicles that are lighter than the average new vehicle entering the fleet. 

Changing how the 2025 and 2026 weight-adjusted targets are calculated 

54. Regulations specify the formula and data that must be for used to weight adjust the 
targets. For 2025 and 2026 it requires 2023 vehicle registration data to be used to set 
the weight-adjustments for 2025 and 2026. However, these registrations are atypical 
because the decision to end the Clean Car Discount brought forward and increased the 
registrations of passenger EVs and hybrids. 

55. If 2023 data is used the weight-adjusting slope for the formula of 0.0036 will apply. This 
will cause very close to uniform targets to be in effect, which will significantly 
disadvantage new vehicle distributors. 

56. Instead, the weight-adjusting formula for passenger vehicles for 2025 and 2026 would 
be amended to use 2021 and 2022 vehicle registrations to determine the slope of the 
weight-adjusting formula for 2025. These registrations have a slope of 0.0457. The 
slope for 2026 would be set by reducing the 2025 slope by 25% to give a slope of 
0.0343. A 25% reduction was proposed by the vehicle industry and is acceptable to 
both new and used vehicle importers. 

57. As there is still a strong relationship between vehicle weight and CO2 emissions for 
commercial vehicles, the current formula would remain. 

Increasing the minimum and maximum weights that limit the amount of weight-adjusting that 
is done to the annual targets for commercial vehicles 

58. While vehicles are adjusted by weight, minimum and maximum weights apply to avoid 
small vehicles facing overly stringent targets and heavier vehicles overly weak ones.  

59. Passenger vehicle weight limits remain appropriate. However, commercial vehicle 
weight limits are too low and inadvertently increase the stringency of the targets. About 
a third of commercial vehicles sit above the maximum, so are unfairly subject to stricter 
than intended targets. In part, this is because the average weight of commercial 
vehicles has risen

7
. To address this, from the start of the 2025 the:  

• minimum weight would rise from 1,200 kg to 1,600 kg. Vehicles at and below 1,600 
kg would attract the same target (around 600 per year, based on 2023 imports). 

• maximum weight would rise from 2,200 to 2,300 kg. Vehicles at and over this 2,300 
kg would attract the same target (around 16%, based on 2023 imports). 

  

 
 
7
 Average weight rose approximately 100kg from 1999kg in 2019-2020 to 2098kg in 2023. 
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Enhancing the Standard’s flexibility measures 
Extending the lifespan of CO2 emission credits (existing and future) from three to four years.  
60. Credits are earnt on any vehicle that is below the relevant target. Extending their 

lifespan to four years will increase the credit buffer importers have to cover any future 
target underachievement. 

Extending the use of borrowing (this is called “payment obligation deferral”) beyond 2025  

61. Importers who do not achieve their annual target can make up the under-achievement 
the following year by over-achieving the subsequent year’s target by an equal amount. 
This flexibility measure only applies to importers that comply on an annual basis (some 
importers comply through out the year on a vehicle-by-vehicle basis). Currently, this 
provision is only available until 2025 

Removing the current restriction on credit transfers between the new and used-import 
sectors with a 2026 start date for transfers. 

62. This would take forward the VIA’s proposal to enable credit transfers at an “exchange 
rate” of two for one (i.e. a credit earned on a new vehicle would be worth twice as much 
as one earned on a used-import). The MIA also supports this approach. 

Having a review of the targets every two years, starting 2026 
63. Legislation currently requires a single review to occur, in 2024. Under Option 3, the 

next review would be set for 2026 and would be repeated every two years. The 
government would still be able to review and amend targets through regulation at other 
times if necessary. 

Impact of emissions compared to without the Standard 
64. Our updated modelling estimates that the current targets would reduce gross GHG 

emissions by 10.1–10.8 Mt CO2-e for 2022 to 2050, noting that these targets are 
unlikely to be achieved. Consequently, the emission reduction potential may be difficult 
to realise as the charges for non-achievement of targets will flow-through into 
increased vehicle prices encouraging people to hold onto their older emissions 
intensive vehicles for longer. 

65. The modelling suggests that Option 3 would reduce gross GHG emissions by around 
8.2–9.6 Mt for the same period. As the Option 3 targets are more achievable, they are 
less likely to result in charges being imposed across the vehicle industry. This will 
make the estimated 8.2–9.6 Mt CO2-e emission reduction potential less difficult to 
realise. 

66. The impact on emissions is less than the reduction in the targets suggest, as the 
current targets are not expected to be met, and other changes will partly offset and 
improve emission reductions (such as the changes to weight adjustment). 

67. The technical changes to flexibility measures are not expected to materially impact 
overall emission reductions. This is because any under performance in one area must 
be offset by over achievement through time, or by another importer. 
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What option is l ikely to best address the problem, meet the policy 
objectives, and deliver the highest net benefits? 

68. Option 3 is preferred. This is because it best balances reducing CO2 emissions and motoring 
costs, while still enabling a continuous supply of affordable low-emission vehicles for 
consumers. Option 3 is preferred over Option 2 as it reduces the risk of inequities for some 
importers and consumers. It best supports the objectives and assessment criteria. 

69. There is a risk under Option 2 and 3 that the 2027-2029 targets are too easy if supply and 
demand constraints resolve faster than anticipated. To mitigate this, the targets will be 
reviewed in 2026, allowing the 2027, 2028, and 2029 targets to be more ambitious creating 
the potential for larger reductions in CO2 emissions and motoring costs to be realised. 

Industry view and response 
 

70. Key vehicle industry stakeholders (the MIA, VIA, Automobile Association, and the Motor 
Trade Association) were provided policy details to comment upon. Their views were used to 
shape the final form of Option 3.  

71. The MIA and VIA support Option 3, except for the timing of when weight-adjusted targets 
should be phased out in favour of uniform targets for passenger vehicles. The VIA seeks 
2025 whereas the MIA seeks 2029, hence a recommendation to proceed with this in 2027, 
subject to a review in 2026. The Automobile Association and Motor Trade Association 
support Option 3. 

What are the marginal costs and benefits of the option? 

72. The Standard will deliver net positive benefits across a range of factors including reduced 
energy costs, improved air quality through reduced noxious emissions, and reduced GHG 
emissions to support achievement of New Zealand’s climate commitments. With the status 
quo, the Standard has a net present value of $1,158–$1,268 million compared to a scenario 
without the Standard.  

73. Option 3 makes changes to the Standard that reduce the scale of the potential benefits. It 
has an associated net present value of $996-$1,136 million compared to a scenario without 
the Standard. The marginal impact of Option 3 is a reduction in the net present value by 
$132–$162 million. While the net present value is lower, Option 3 is preferred because its 
settings are more achievable than the status quo and it will provide greater certainty that the 
Standard’s benefits will be delivered. 

74. A key change since we originally modelled the Standard is that our estimate of GHG benefits 
has significantly increased. This reflects our updated modelling approach that incorporates 
information provided by the vehicle industry on their forward purchasing plans and global 
trends. 

75. Under our previous model for the Standard we estimated gross CO2-e emission reductions 
of 4.1–5 megatonnes (Mt) to 20508. 

76. .Our new modelling finds that the current settings under the Standard would deliver around 
10.1–10.8 Mt CO2-e emission reductions9, noting that the current targets under the Standard 
are unlikely to be achieved. The Option 3 settings, which are more achievable than current 
settings, are estimated to deliver 8.2–9.6 Mt CO2-e. This is a greater level of gross 

 
 
8 For the projected gross emissions abatement, for the ‘previous modelling’, the lower end of the range 
represents our previous ‘base case low emission vehicle uptake scenario’ and the upper end of the range 
represent our previous ‘fast low emission vehicle uptake scenario’. 
9 For the projected gross emissions abatement, for the ‘updated modelling’, the lower end of the range is based 
on projected low emission vehicle uptake under a ‘global trend scenario’ and the upper end of the ranged is 
based on a projected low emission vehicle uptake under a ‘industry view scenario’ 










