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VOICE OF THE AIRLINE INDUSTRY Auckland 2022

9 August 2024

Consultation: Recovering the costs of border processing services
New Zealand Customs Service

PO Box 2218

Wellington 6140

By email: consultingonfeesandlevies@customs.govt.nz

Re: Consultation: Recovering the costs of border processing services

Thank you for the opportunity to be consulted on recovering costs for border processing
levies. BARNZ represents some 26 member airlines who fly to from and within New Zealand.
We also represent businesses reliant on air connectivity such as ground handlers, catering
companies and waste management businesses who partner with airlines to deliver air
connectivity. Airlines, cruise lines and their customers are the significant payers for both
Customs and Biosecurity processes as occur at and around airports and seaports.

The Customs Annual Report (2023) notes that border processing fees and goods fees
account for approximately 60% of Customs revenues. The annual report (2022/23) for the
Ministry of Primary Industries records that the Border Clearance Levy delivered revenue of
some $83,038,000 in that financial year. This represents almost 10% of total MPI revenues,
and in excess of cost of service delivery in 2022/23 or as forecast in 2023/4.

Airlines, cruise lines, and those who travel into and out of New Zealand enable the delivery
of Customs and Biosecurity settings which work to keep New Zealand safe from threats of all
kinds. This work is important, and BARNZ members are supportive of this service delivery in
an efficient and equitable manner.

At a time where growth of air and cruise arrivals to passenger New Zealand appears to be
easing, BARNZ asks that those government agencies who receive revenues from these
arrivals do all they can to communicate to other agencies and the Ministers how critical
maintaining international tourism is to protecting the delivery of these essential services.

Pre-pandemic, gradual growth in tourism ensured sustainable growth in revenue to fund
core services such as New Zealand Customs and Biosecurity at New Zealand's border.
Following what might have been a ‘re-bound’ summer over 2023/24, New Zealand is now
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facing stalling of tourism growth. Cruise arrivals are predicted to fall for summer 2024/25 by
some 22%, and cruise ship bookings for future years remain soft. BARNZ member airlines
total air movements for summer 2024/25 are anticipated to slightly reduce against the prior
year. The hoped for tourism growth has not yet materialised.

Beyond Customs and Biosecurity services, those who travel by air fund 94% of the Civil
Aviation Authority activity, which includes Aviation Security (Avsec). Air travellers fund the
delivery of air traffic control, including ground assets for power and lighting at airports. Air
travellers pay for all capital and operational costs of airports - including the substantial
capital costs being incurred for the rebuild of Auckland Airport. BARNZ member airlines also
fund the costs of provision of RNZAF Ohakea as alternate for airlines flying to New Zealand.
This includes costs for rescue fire and specific Air Traffic Control.

BARNZ appreciates that New Zealand has a user-pays aviation system and is not arguing that
this be changed in this submission. However, we do ask that government agencies including
Customs and Ministry for Primary Industries keep an up-to-date cost inventory on total costs
borne by air (and cruise) arrivals, so that agencies can monitor any impact of costs imposed
on demand for air services. This should include within scope the cost of obtaining a visitor
visa and the International Visitor Levy.

Where visitor arrivals are not growing, New Zealand needs to consider the impact of total
levied costs. New Zealand cannot afford for tourism to soften where it funds so much of what
keeps us connected to the world for travel and trade. Tourism is essential for New Zealand.
It funds our air connectivity and holds New Zealand in the mind of foreign states and policy
makers around the world. Beyond the financial value to border and aviation, tourism tells the
world who we are, where we are, and what it means to live here. In so doing, tourism makes
a valuable contribution to the currency of state on which policymakers trade.

BARNZ members work hard to deliver sustainable growth of air and cruise travellers to New
Zealand. Ultimately, increasing visitor arrivals is what will support investment and operational
costs of the future. BARNZ members are grateful for the work of both Customs and
Biosecurity teams in processing visitor arrivals, look forward to continuing to work with you
in future.

Yours sincerely

Cath O'Brien
Executive Director
Board of Airline Representatives New Zealand
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Responses to specific questions:

QUESTION 1 Do you agree that the next levy period should finish on 30 June 2027? If you prefer
one of the other options for the end of the next levy period, please explain which option and why.

BARNZ agrees the next levy period should finish on 30 June 2027 after two years and seven
months. We agree that a reset from 1 July each year is more suitable than December which
falls during New Zealand's peak visitor season. Given that visitor arrival trends are
currently in flux, BARNZ supports a shorter levy period rather than one which falls over
three years and seven months.

QUESTION 2 Do you agree the caps for the next levy period should be set at five percent above
the proposed levy rates? If you think another cap should apply (for one or more of the levy rates),
please explain what that cap should be and why.

BARNZ supports the 5% cap, noting that there has not been a reset of levies mid period in
the past. We are confident that should a re-set be indicated, the sector would receive good
communication on this from New Zealand Customs and/or from Ministry for Primary
Industry.

QUESTION 3 Do you have any comments to make on Customs’ border processing cost estimates?

Customs cost at a total level are forecast to increase from $83.4m (forecast 2023/24) to
$136.8m (forecast 2026/27), or to increase by 53% over this period. BARNZ acknowledges
this is partly driven by the ‘significant new costs’ as set out in section nine and makes
comment on these below.

In general, airlines look for cost efficiency in all charges and levies we pay. This means we
are looking to see that service delivery improvements occur, and in a best-case scenario
that innovations occur which lower costs on a per traveller basis over time. This does not
appear to be what is forecast to happen with Customs forecast costs.

BARNZ welcomes the work Customs has done on the development of the New Zealand
Traveller Declaration (NZTD) and acknowledges that to convert information about arriving
passengers into an electronic collection is no small achievement. Data collected by the
NZTD process is used by many agencies. Customs as funder is not the only beneficiary of
the information received.

Where other agencies named including Ministry of Health, Health New Zealand,
Immigration and Biosecurity are receiving information from this Customs funded system,
BARNZ asks that the value of receipt of NZTD information be quantified. If air travellers are
to support functions in agencies beyond Customs and Biosecurity, it would be good to
know what those functions are, and the value of these.
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It would be useful to understand more about enquiries coming into the NZTD call centre,
so that any communication from airlines about the NZTD process works to minimise the
need for costly person to person contact.

It seems counter-intuitive that implementation of the innovation which is the NZTD
platform, and its ongoing operation, is set to deliver increased costs to travellers moving
forward. Airlines would welcome more information about these costs, and whether
efficiencies are expected in time.

BARNZ also asks why the Maritime Supply Chain Security costs applies in greatest
proportion to passengers arriving by air and sea (non-cruise). Given the large proportion of
these passengers arrive in the air pathway this logic is not clear. If there is no existing
passenger allocation portion which correctly applies to these costs, BARNZ submits that a
further allocation be made.

Question 4 Do you have any comments to make on MPI’s border processing cost estimates?

MPI costs at a total level are forecast to increase from $73.45m (forecast 2023/24) to
$123.11m (forecast 2026/27), or to increase by 67% over this period.

This is an increase when compared against the Border Processing Levies Report on
Performance for the year to 30 June 2023." This forecast from only a year earlier suggested
costs for border processing for biosecurity would be $71.45m in 2025/26, which was noted
to include costs for NZTD. The current consultation assumes expenditure of $123.65m for
2025/26.

BARNZ members appreciate the work of Biosecurity New Zealand at the border. In
particular, we acknowledge the difficulty that working at Auckland International Airport
presents, given that space available is less than what Biosecurity teams forecast would be
delivered in earlier construction plans. We also appreciate the efforts teams on the ground
go to in ensuring the efficient arrival of passengers into New Zealand, treated appropriately
as to risk.

BARNZ would like to understand what has changed for Biosecurity expenditure since the
2023 forecasts, and how increased costs arise. We note that x-ray machines in use at
arrival ports will require replacement, and it is likely that some part of the increased costs
forecast arise from this expenditure. Where new equipment creates a substantial cost
burden, we would value an understanding of this cost as a proportion, should more detail
be commercially sensitive.

T https://www.customs.govt.nz/globalassets/documents/border-sector-documents/border-
processing-levy-report-2022-23.pdf see page 11
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Question 5 Do you think the forecasts used are reasonable and reliable over the levy period? If
not, why not?

BARNZ is pleased to regularly participate in the Border Clearance Levy consultative forum,
which is held bi-annually. At the most recent forum, the Ministry of Trasport was invited to
share its forecast information with stakeholders, as this forecast is what has been used for
the current consultation.

BARNZ is generally supportive of the forecast as set out. Our assessment would suggest it
might be very slightly too high, but no more than 3-7% too high over the period. We are
comfortable that no change is made for the air pathway.

We note that the cruise sector is likely to have more detailed feedback on cruise
forecasting, which appears to be softer than is represented here.

Question 6 Do you see any things that might change the forecast traveller numbers (or a subset
of them) over the levy period? If so, please describe what these might be and your assessment of
the likely effects.

BARNZ notes that consultation recently closed on proposed increases to the International
Visitor Levy (IVL). This is currently set at $35 per arriving passenger, excluding New Zealand
and Australian passport holders, and is proposed to increase by as much as $65 per
arriving passenger, to a total of $100 per arriving passenger.

Further, fees for visa applications are proposed to be increased, though consultation on
this has not been initiated, and size of any increase is unknown.

Finally, Auckland International Airport Limited (AIAL) has published increased prices for
airlines for the period to 2027, though the Commerce Commission has indicated these may
be excessive. Regardless, these prices and further signals during price consultation
suggest that prices for air arrivals at AIAL will continue to rise to at least 2032. Early
indications suggest that these price increases may be driving airlines to avoid AIAL where
they can. This means that airlines may seek international arrival ports at other airports in
New Zealand (which is inefficient use of Customs and Biosecurity resource as extant at
main ports) or even to avoid Auckland altogether.

All these impacts are, or will be, new cost impacts for arriving visitors. All of these will have
an effect on visitor demand for destination New Zealand.

Question 7 What are your views on Customs’ proposed levy rate for all arriving air and sea
travellers (non-cruise)?

BARNZ welcomes the reduced levy rate for all passengers arriving by air and sea (non-
cruise), and the return of the surplus in the memorandum account.
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Question 8 What are your views on the proposed cap for all arriving air and sea travellers (non-
cruise)?

BARNZ accepts the proposed 5% cap in line with our earlier comments.
[Questions 9 and 10 omitted as relevant for cruise sector]

Question 11 What are your views on the proposed levy rate for all departing air travellers and
sea travellers (non-cruise)?

BARNZ welcomes the reduced levy rate for all passengers departing by air and sea (non-
cruise), and the return of the surplus in the memorandum account.

Question 12 What are your views on the proposed cap for all departing air travellers and sea
travellers (non-cruise)?

BARNZ accepts the proposed 5% cap in line with our earlier comments.
[Questions 13 and 14 omitted as relevant for cruise sector]

Question 15 What are your views on MPI retaining the current levy rate for all arriving air and
sea travellers (non-cruise) for the next levy period?

BARNZ is pleased to see that no increase is proposed for MPI levies for arriving air and sea
(non-cruise) passengers. Given the surplus in the memorandum account, we had
anticipated that some of this might be returned in a levy reduction. However, we can see
that costs for service delivery are now forecast to increase more steeply over time.

Please see our comments in response to Question 4 above. BARNZ would appreciate a
more detailed understanding of these increased costs, and how they arise. We will monitor
the publication of the Border Processing Levy Report for 2024 and the MPI Annual Report

for 2024, as these reports may shed more light on this issue.

Question 16 What are your views on MPI retaining the current cap for all arriving air and sea
travellers (non-cruise) for the next levy period?

BARNZ accepts the proposed 5% cap in line with our earlier comments.
[Questions 17 and 18 omitted as relevant for cruise sector]

Question 19 Do you consider the levy rates should automatically carry forward at the current
rates into the next levy period where no new levy rates are set? If not, why not?

BARNZ cannot anticipate a scenario that would not allow a levy review to be completed in
time for a levy re-set. For this reason, we are not supportive of a carry-forward change.
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Given current risks to visitor arrival numbers, we consider this to be particularly unsuitable
at this time.

Question 20 Do you think the proposed levy rates will have any impact on traveller numbers? If
so, what impact?

Proposed levy rates for air passengers are unlikely to have an impact on traveller numbers,
as they are not rising. However, there are risks to arriving traveller numbers, both as set out
in this response, and as exist in a wider political and economic global and local context.
BARNZ encourages Customs and MPI to continue to monitor traveller arrival information
closely and continue to seek feedback from the sector through usual processes.

Question 21 Is there anything else that Customs and MPI should consider when providing advice
to Ministers about resetting levy rates to recover border processing costs?

See BARNZ's comments in answer to Question 6 above.
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