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Purpose of this briefing

1.

This briefing summarises the findings of our investigation into a Green Transport Card
scheme (the scheme), and seeks your views on recommended options for the scheme.

Executive summary

2.

10.

We support introducing a scheme to make public transport more affordableffor Community
Services Card (CSC) holders. It would improve the well-being of many lew-in€ome
households in urban areas, by reducing transport disadvantages. It could help.€ounter the
effects of rising transport costs for many low-income households in‘the‘future.

We investigated three concession options for CSC holders.

o Option 1: fare-free travel during off-peak periods only
. Option 2: 50 percent discount on base fares{ at any time of thesday
° Option 3: a public transport allowance (e.9:$200-$200 credit per year).

We recommend pursuing option 2, as it offefs the best mix of henefits,and value, and was
the option most favoured by councils involved inthe investigationyln comparison, option 1
would offer low benefits, and would resultinshigher costs. Optien,3 might be a feasible
alternative, but has additional uncertaintiesyand risks.

Government needs to keep working with councils,omthesscheme, as regional councils are
responsible for setting local public transport fares'and ¢oncessions. Councils involved in the
investigation have beep’supportive. Theirmaineoncern is that the scheme should not
transfer costs to local. government, and that there needs to be sufficient lead-in time to
prepare. For example, Auckland Transport,has indicated that it would take 18 months to
adapt ticketing systems, after a funding agreement is in place.

Greater WellingtorrRegional Couneil(GWRC) is very concerned about the impact on its bus
network if an-peak services are included. GWRC has indicated that it would take two years
to resolVe its/Capacity issues.

We adyise setting'mid-2021 as the target date to implement the scheme. This timing would
align with thetnext. Government Policy Statement on Land Transport (GPS) taking effect, and
adoption of'the 2021-24 National Land Transport Programme. It would also align with the
current timetable for introducing integrated ticketing in Wellington.

The mid-2021 timing would depend on an agreed funding arrangement with councils, Budget
funding, and ongoing council support. It could also be affected by bus driver shortages.
These issues are most pronounced in Wellington, so we recommend you meet with Greg
Campbell from GWRC to discuss the timing of the scheme before taking a paper to Cabinet.

It may be possible to implement option 3 earlier than mid-2021. A bespoke system would
need to be developed to transfer public transport allowances to registered travel cards. We
would need to investigate this option further before establishing timeframes and costs.

Dependents of CSC holders could be included in the scheme, but data needs to be collected
on dependents before considering their inclusion. A scheme for dependents should be
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11.

12.

13.

14.

15.

considered in combination with the Ministry of Education’s work to develop a new travel card
system for school students.

Existing travel cards should be used in each region, with concessions/allowances linked to
registered travel cards. This would enable the scheme to function well with existing ticketing
and funding systems.

As with all schemes that provide an individual benefit, there is a risk that séme people will
take advantage of the scheme, by sharing/selling their concession travel ¢ards with others
who do not have a CSC. This would need to be managed, for example by, regdiring trayellers
to carry their CSC with them and to display it on request.

The Crown should fund the fare subsidies for CSC holders, plus anvadditional portion of each
fare to compensate councils for the costs of providing additional services to CSE holders.
Councils’ administration costs should be funded through,existing National Land Transport
Fund (NLTF) processes. Additional services should alse be,co-funded by the'NLTF. To
enable this, the impacts of additional public transport demand would need to be factored into
the next GPS.

Card holders who are unable to access,publie,transport, ineluding people in rural areas and
some people with disabilities, are likély toyvoice concerns about the equity of the scheme.
Other initiatives would be neededyto make access more inclusive for communities who are
unable to access conventional publig,transport services,

We have provided two A3'documents with this,bfiefifiig that summarise the main points of
this briefing, and the pros_.and,cons of the investigated options.

Background and scopé€ of thejinvestigation

16.

17.

18.

19.

This investigation stermmed from an agreement in the Confidence and Supply Agreement
betweensthe ‘Labour Party and,the*Green Party to “investigate a Green Transport Card as
part of work to reduce the cost ofypublic transport, prioritising people in low-income
househalds.and people on a benefit.”

On 10.December. 2018 (0C181192 refers), you agreed to initially target the scheme at CSC
holders and their dependents under 18 years of age. SuperGold card holders with a CSC
would begexcluded from the scheme, as they can already use their SuperGold card to travel
fare-free during off-peak periods.

Qn 14 Deeember 2018, we submitted a budget initiative to establish the scheme (OC181137
and OC181192 refer). Budget funding was contingent on completing this investigation by
mid-2019.

In February 2019, we established governance and working groups for the investigation.
These groups involved representatives from six councils, Local Government New Zealand
(LGNZ), the New Zealand Transport Agency (NZTA), the Ministry of Health (MoH), the
Ministry of Social Development (MSD), and the Treasury. Attachment 1 identifies members
of these groups. The governance group met monthly from March to June 2019, while the
working group met fortnightly during this period.
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20.

21.

22.

23.

In April 2019 you took a paper to Cabinet (OC190139 refers) summarising our approach to
the investigation. You noted that you would report back to Cabinet in June/July 2019 on the
investigation findings.

The investigation covered the following:

the case for the green card scheme

o implementation challenges and opportunities
o benefits and costs for the three options

° how to include dependents in the scheme

° funding principles.

We investigated three options for CSC holders.

o Option 1: fare-free travel, during off-peak periodsenly.
° Option 2: 50 percent concession on‘ase fares, at any time of day.*
° Option 3: a public transport allowance,(e.g. a $100=$200 credit per year).

Early in the investigation, we excluded an option of providing,fare-free travel at any time of
day, due to concerns about capacitysissues and funding ‘costs.

The scheme would reduce tranSport disadvantagesgandsimprove well-being, by making
transport more affordable

24,

25.

26.

27.

28

The scheme primarily aims«0 improve the well-being of many low-income households and
people on a bengfitybyymaking publicAransport more affordable for these people. It also aims
to deliver ce=benefitsfor improving,peeple’s health, reducing greenhouse gas emissions, and
managing congestion, by supporting public transport as a preferred mode of urban travel.

To investigate the scheme’s potential to meet these aims, we reviewed evidence on the links
between transport afferdability and well-being.?

Extensive research,shows that people who lack affordable access to transport experience
‘transport disadvantages’. They have more difficulty accessing goods, services, and
opportunities that are available to others, which are fundamental for participating in society.
This ineludes.access to education, employment, health services, and sporting, leisure, and
cultural aetivities.

Whileypublic transport is only one way of providing access, research shows that public
transport can play an important role in reducing transport disadvantages and in supporting
social inclusion.

Reducing public transport fares for low-income households is one approach that can be used
to reduce transport disadvantages. Other approaches could include improving transport

1 Base fares are standard adult fares, before any discounts have been applied.
2 This research is summarised in a working paper for the investigation, which we can provide you with.
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29.

30.

options (e.g. providing better public transport services to low-income areas), making services
more accessible for people with disabilities, and increasing household incomes.

There is a lack of research on the extent of transport disadvantages for low-income people in
New Zealand, or the most effective ways to reduce these disadvantages. This area has
received insufficient attention in the past.

Travel costs for low-income households are increasing, which could perpettate
disadvantages. The average weekly expenditure on passenger transportiservices among
low-income households in New Zealand increased by 63 percent between 2018 and 2017.

The scheme would not reduce transport disadvantages for many low-income househelds

31.

32.

33.

34.

35.

36.

Many low-income households live in areas that are not well-served by public tiansport. For
these households, the lack of access to frequent and reliable_public transpert.services is
more of a barrier than fare prices.

Low-income households are often concentratedsin outer<urban aréas,where public transport
services are often poor. This can perpetuatelfeconomic deprivation, as, low-income
households can end up in relatively expensive cardependent feedback loops that prevent
them from being able to save money to move:te locations withvbetter accessibility and more
transport options.

To assess how many CSC holders could potentially‘benefit from the scheme, we analysed
where CSC holders live ingrelation to public transport services.

In the regions of Auckland; Wellington, and Canterbury, approximately three quarters of CSC
holders live withinawalking distance (i"e."'500m) of a regular public transport service (i.e.
operating at least every 30 minutes,throughout the day). This indicates that a high proportion
of urban card,holders«€an accessia public transport service, but not necessarily services that
take them where and when they'need to go.

At a nationaldevel, approximately half the population of CSC holders live within walking
distance of a regularpublic transport service.?

This means that, ons/a geographical basis, the scheme would have similar impacts as the
SuperGoldseardy,Over 80 percent of SuperGold card holders who use their cards to travel
fare-free on public'transport in off-peak periods live in Auckland, Wellington, and Canterbury.
Some '€SE, holders also have disabilities that affect their ability to use public transport.

The secheme would address a gap in public transport fare concessions

37.

Some sub-groups of the population tend to experience more significant transport
disadvantages than others. This includes people on low incomes, solo parents, children,
students, elderly people, and people with disabilities.

8 The number of CSC holders who have access to public transport services will be slightly higher than half, as
we were only able to access data on services with a half-hour frequency throughout the whole day. Additional
services operate only at peak time, and/or less often than every 30 minutes.
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38.

39.

All councils in New Zealand offer public transport concessions to some of these sub-groups,
although the base fare and concession rates vary between councils. All councils offer child

concessions, some councils offer tertiary student concessions, and all councils participate in
the SuperGold card scheme that enables seniors to travel fare-free during off-peak periods.

Most councils do not offer public transport concessions to CSC holders.* This is a significant
gap in making access to the transport system inclusive, as CSC holders earn low incomes
compared to the rest of the population, and include solo parents and people with disabilities®

The scheme would improve equity on aggregate, but it would also create additional equity
concerns

40.

41.

Introducing fare concessions for CSC holders would make public transport more equitable.
However, it could also increase disparities between CSC’halders who can easily. access
public transport, and CSC holders who are unable to,aceess‘public transpoxt.

Government could explore broader initiatives to reduce transport disadvantages for low-
income households in New Zealand that are yinable tayaccess publie,transport, including
through the Total Mobility Scheme (which qrovides subsidised ligensed taxi services to
people who have a disability). We did not explore‘these ogtiens in‘this investigation, due to
scope and time constraints.

Overall, we support this scheme to imprevednclusive‘aceess in the transport system

42.

43.

44.

Members of the governance group and the werkingsgroup emphasised that a scheme to
reduce the costs of public transport for CGSCholders may not necessarily be the most
effective intervention‘toseduce transport disadvantages for low-income households..

We agree that there'is'a lack of research on transport disadvantages for low-income people,
which hampers,therability to maketinfogmed decisions on the best approach to reduce these
disadvantagessIt is also clearthat the scheme would not benefit all CSC holders.

Nonethelessyit is clear that the’'scheme would play a role in reducing transport
disadvantages, and improve the well-being of many low-income households. We support this
seheme for the following feasons.

44.1. It would assist NZTA and councils to meet their obligations to consider the needs of
law-incdme households with transport disadvantages. Under s(35) of the Land
Transport Management Act 2003, NZTA and regional councils “must consider the
needs of persons who are transport-disadvantaged” when preparing any land
transport management programme or plan.

44.2. |t would help to balance the need for better public transport services, with
affordability. Auckland Transport, GWRC, and Environment Canterbury are

4 CSC holders receive fare discounts of up to 30 percent in Hawkes Bay, Taranaki, Horizons (Manawatu-
Wanganui), Nelson, and Tasman. They do not receive CSC concessions in Auckland, Wellington,
Christchurch, or other cities.

5 CSC holders include people who receive a benefit from Work and Income, such as recipients of an
accommodation supplement or a disability allowance, those without paid work, low-income families, people
living in social housing, tertiary students that are eligible for a student allowance, and refugees.
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prioritising more extensive and frequent public transport services in their new
networks, rather than reducing public transport fares. This scheme would enable
councils to target concessions at low-income people, while also increasing services.

44.3. Strategically, the scheme could play an important role in the Government’s broader
transport agenda. Urban transport costs are likely to rise further in the decades
ahead due to factors such as higher oil prices, initiatives to decarbonise transport
(e.g. fuel efficiency standards), and demand management initiativeS to,manage road
congestion (e.g. road pricing). The scheme would help to counter the effects of rising
transport costs for many low-income households in the future by providing an
affordable alternative to private car travel.

44.4. By incentivising higher use of public transport, the scheme ¢€guld help_to meet'mode
shift targets. It would make it more financially attraCtive for councils to extend the
reach and/or frequency of public transport services#lteould also provide=astronger
incentive for councils to improve public transport services in areaswhere many CSC
holders live. This will occur if the scheme drives up public fransport patronage in
these areas.

We assessed three options for the scheme againsttheir potential social impacts, transport
impacts, ease of implementation, and valueformaoney

45, In collaboration with the councils involved in the investigation, we developed a model to
estimate the impacts of each_option on"public transpert patronage, and subsidy costs.
Auckland Transport, GWRC, and Environment Canterbury used this model to generate
estimates, using publiciransport data fromrtheirregions. We supplemented this model with
public transport data‘from NZTA on other regians, to develop national estimates.

46. The model calculated ‘fare revenueforegone’, which represented the subsidy required to
cover the fare,coneessions.® The model estimated how many additional trips CSC holders
would take, basedon changes,in fare prices (using price elasticities agreed with councils). It
also modelled'how patronage,and revenue foregone could change over a ten-year period. It
did notidentify impacts on specific routes, where capacity increases may be required.

47. The'model did not eeveradditional costs associated with the scheme.

48, Table 1 summarises high-level findings from our assessments and modelling. This table
excludes data @n dependents, for reasons given in paragraphs 70-73.

49. We are unable to quantify the access benefits (i.e. the downstream benefits associated with
improved social and economic participation for people on low incomes), as there is no
agreed methodology to calculate these benefits. We were also unable to quantify the
benefits of mode shift, due to lack of data on CSC holders’ current public transport use.

6 The model measured the change in revenue under each option, relative to the base case of no intervention.
It includes all trips that would have occurred regardless of the fare concession, and additional trips generated
by the concession. For option 2, the loss in revenue is partially offset by a gain in revenue from additional trips
(as CSC holders would be contributing 50% of the fare price).
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Table 1: Summary of estimated benefits and subsidy costs for primary CSC holders

Option 1: Option 2: Option 3:
Fare-free, off-peak 50% concession, Travel allowance
any time

Access to employment, health, Low Med-high Med
and education
Additional health benefits Low Low-med Low-med
(including active travel)
Mode shift benefits Low Med Lew-med
Direct savings for CSC holders * * *
Public transport system impacts
Increase in annual passenger +3.8 million +4.5 millior &
trips: year 1 (2.5% increase) (5.4% increase)
Increase in annual passenger +8.1 million illi *x
trips: year 10 (3.1% increase)
Impact on PT capacities Low Moderate

Annual revenue foregone / direct subsidy costs

Foregone revenue (year 1) $33.9 million 0
Foregone revenue (year 10) $44.2 million 0
Travel allowance 0 $30-60 million

($100-$200 allowance)
* We are currently completing some additional work to"calculate direct finang€ial.savings for CSC holders.
** OQption 3 benefits and costs would depend on the size of the allowance.

50. Option 2 offers more saocial benefitsithan option 1, as'many CSC holders need to travel at
peak times to access work g€ducation, and heélth services. CSC holders are therefore likely
to use public transport more often in option 2,"eéempared to option 1.

51. Option 2 has more potential to encourage a mode shift from cars to public transport when
roads are most gongested at peakdimes, which would enhance the social, economic, and
environmental benefits of the scheme.

52. Option Xis less likely to support active travel modes compared to option 2. International
researchshows that people often’switch from walking and cycling to using public transport
when serviees are campletely fare-free.

53. Subsidy costs forioption, 2 would be lower than option 1. This is because CSC holders would
still’contribute“a portion of the fare if the concession was 50 percent, so the subsidy for each
trip would be lower. Over a decade, annual subsidy costs for option 2 could be half as much
as optionyl.

54. For option*3, the benefits and subsidy costs would depend on the size of the public transport
allowance. For example, if the allowance was $100 per year, and half of CSC holders used
the full allowance, it would cost approximately $30 million per year to fund the allowance.

55. Depending on the size of the allowance, the benefits of option 3 could be similar to option 2.
However, CSC holders who are regular public transport users, and/or need to travel long
distances, could quickly exhaust the allowance. We did not investigate an optimum level for
the allowance due to time constrains for the investigation.
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There would also be additional costs to implement and administer the scheme

56.

57.

58.

59.

The costs in Table 1 only identify the direct subsidy costs. Central government agencies and
councils would face additional costs. Councils would expect reimbursements from central
government for costs incurred by the scheme.

The most significant additional costs would be providing extra capacity to cater for increased
public transport demand, particularly for option 2. Central government’s share,of these costs
would depend on the funding model agreed with local government. Fundihg‘Considerations
are discussed in paragraphs 90-101.

Additional implementation and administration costs would include, changes to ticketing
systems, plus information technology, project management, communications, customer
service, and staff time.

We are currently awaiting some additional data fropt couneils on the gostsito adapt ticketing
systems. Auckland Transport has indicated that it nermally costs approximately $500,000 to
introduce a new concession profile on all their'ticketingsequipment.

Implementation challenges vary among options

60.

61.

62.

63,

64.

65.

Option 1 would be the easiest to implement, option 2 offers'more value but would require
additional public transport servicesyand option 3 wieuld heed further investigation

Councils indicated that option T'would be thefleast.difficult option to implement. It would not
require changes to ticketingisystems in Wellington and Canterbury, so this option could be
implemented within 42 moénths’in these(regions, after a funding agreement is in place.
Auckland Transpertindicated that it“would,take 18 months to implement either option 1 or
option 2, due to'the'time required ta,adapt ticketing systems in Auckland.

Option 2,wouldsinerease public transport patronage at peak times. Most regions are facing
challengesradding extra services,due to driver shortages, and NZTA has advised that no
fundingiis available in the 2018+21 NLTF to fund additional services. It often takes more than
ayear to increase capacitysFor example, it takes 12-18 months for new buses to arrive after
signing’contracts withyoperators.

lfi/Central government decides to implement option 2 before councils are able to increase
capacity,.councils are likely to oppose the scheme. Existing public transport users would also
be adversely-affected if they are unable to use services at peak times due to over-crowding.
Tehis risk is)likely to be the highest in Wellington, due to existing challenges in its public
transport network.

Option 3 would involve setting up a system to transfer public transport allowances to travel
cards that are registered to CSC holders. Each allowance could be transferred in instalments
(e.g. every 3-6 months), to avoid exceeding the stored value limits of travel cards. CSC
holders could potentially use the travel allowance to purchase train tickets in Wellington.

Option 3 would be easier for most regions to implement, as it would not require changes to
concession profiles or ticketing systems. However, this option would be significantly more
complex for central government to implement. Ongoing administration costs could also be
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higher than other options. A bespoke system would need to be designed, developed, tested,
and implemented to transfer allowances from central government to registered travel cards
in each region. It is unclear how long this system would take to develop, or what it would
cost.

On balance, we recommend pursuing option 2 (a 50 percent fare concession at any time), if
Cabinet agrees to go ahead with the scheme

66.

67.

68.

69.

Compared to the other options investigated, option 2 would offer the best'balance of value
and benefits.

Councils involved in this investigation agreed that option 2 would\be the,preferred option,
with the exception of GWRC. GWRC is understandably concerned about the difficulties it is
currently facing in increasing public transport capacities &t peak times. GWRC also noted
that option 2 could be difficult to implement on Wellington trains-until integrated ticketing is
introduced in 2021.

Option 3 might be a feasible option, but has additionahuncertaintiessand-risks. We would
need to investigate these uncertainties furtherbefore recommending this option.

Most councils involved in the investigation were open to exploring option 3. Auckland
Transport was not in favour of that option, as they expectit would add additional
administrative costs to top up travehcards every 3=6'months (especially if CSC holders need
to visit kiosks to top up).

More data would need to bescollected on depéndents of CSC holders before considering
their inclusion in the scheme

70.

71.

72.

73.

MSD does not cugréntly have reliableddata on the number, names, or locations of
dependents{ofithe €SC holders.

A firstStepstowards includinghdependents in the scheme would be to develop a system to
identify"dependents. We are working with MSD to understand how long this process could
take, and what it couldhcostto implement.

In the meantime, most dependents can already travel on child/student concession fares.
AucklandsTransport’'s recent decision to enable all children under 16 to travel fare-free on
weekends and’public holidays has also provided additional benefits for dependents in this
region."\Otherfegions are also considering fare-free weekend concessions for dependents.

There could be opportunities to target concessions for dependents of CSC holders on
council-provided school bus services and public transport to/from schools. The Ministry of
Education is planning to introduce a national integrated card system for students travelling
on school buses and public transport. This system could be implemented nation-wide in
2021 (if it is a stand-alone system), or integrated with ProjectNEXT (the National Integrated
Ticketing System) which will be implemented in 2021-2026. Concessions for dependents of
CSC holders could be integrated with this card scheme.
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Existing ticketing systems should be used in each region, with concessions/allowances
linked to registered travel cards

74. We investigated using CSCs as travel cards, producing a stand-alone ‘green transport card’,
and creating a system to load CSC concessions on to existing travel cards in each region.

75. The scheme would need to function with existing and future ticketing systems in each region,
as these systems are essential for swift passenger boarding, fare payments, data collection
and public transport planning.

76. The most straight-forward and cost-effective solution would be toJink.the CSC
concessions/allowances directly to registered travel cards in each region, via an automated
system. This would avoid the costs of producing new CSCs, or separate ‘green transport
cards’.

77. The registration process would need to be accessible for people withdisabilities and
impairments, and those without internet access.

78. This approach would follow the system that Sseme councils are already,using to automate
concessions on to cards. Auckland Transpoft,is establishing an automated system for
tertiary concessions, and is exploring,automated systems for seeondary students and
SuperGold card holders. The Regional‘lntegrated Ticketing System (RITS) consortium of
nine transport authorities have similarly developedam.automated eligibility system for the
SuperGold card.

79. Unfortunately, this approachwould not curréntlyawork with train services in Wellington, as
train passengers currently use paper tickets instead of smart cards. Wellington is planning to
introduce an integrated ticketing sysStem m2021, which would overcome this limitation.

80. If you would preferderintroduce a branded card for the scheme, it should be possible to
developsa unigtely designed travel card in each region that have the concessions loaded
(e.g. @ green HOP card; a green ‘Snapper card, etc.). This would not affect card functionality.
However, itawould add additional costs to create cards, hold card stocks, and replace cards
every time a person’s eoncéssion eligibility changes.

81, CSE holders'would be unable to use their registered travel card in more than one region due
to differences in‘eard/ticketing systems. The exception to this would be regional members of
the Regional Integrated Ticketing System, which will soon share a common card system.

82. Members of the governance and working groups raised concerns that some people may be
relugtant to use travel cards if they clearly identify them as belonging to a low-income
household.

Some ineligible card use would be inevitable, and would need to be managed

83. After concessions are loaded on to travel cards, it would not be possible to prevent CSC
holders from giving/selling their concession travel cards to others. Some people already take
advantage of concession cards on public transport services while they are ineligible to do so.

84. People who access concession fares on public transport usually need to carry an
accompanying card to demonstrate their eligibility (e.g. a student ID card, or a SuperGold
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85.

86.

card). Similarly, CSC holders could be required to travel with their CSC and produce it on
request. This is likely to require a change to the Health Entitlement Cards Regulations
(1993), which currently limits CSCs from being used as a form of identification. We are
exploring this with the Ministry of Health.

Bus drivers seldom request cards for verification purposes, but the requirement to carry a
CSC could at least deter fraudulent use of the scheme.

We would also need to consider the appropriateness of existing penaltiesifor fraudulent card
use.

We would need to keep working with councils to implement the s€heme;ias regional ceuncils
are responsible for setting local public transport fares and concessions

87.

88.

89.

Councils have been supportive of the investigation. Their main,concern is‘thattheyscheme
should not transfer costs to local government, and that there needs te’be sufficient lead-in
time to prepare. For example, Auckland Transportha$ indicated thatit would take 18 months
to adapt ticketing systems after a funding agreement isfin places

As noted above, some councils are already struggling to provide sufficient peak-hour
services due to driver shortages. In particular; GWRC is very,concerned about the impacts
on its bus network if on-peak services are icluded. GWRC have indicated that it will take
two years to increase capacity on its, bus network to'sufficient levels.

It is likely that the schemefwouldneed to be voluntary. for councils to join, like the SuperGold
card scheme. Public and political pressurésed-all but one region to implement the
SuperGold card schemeffrom the first day it was offered.

The scheme should befunded by the Crown, with councils’ administrative costs funded by
the NLTF

90.

91.

92.

93.

It would berappropriate for the Crown to fund the additional fare subsidies for CSC holders,
similarte how the SuperGold card public transport concessions are funded. This funding
would need to go through the annual Budget process.

Councils’ administkation costs should be funded through existing NLTF processes, as it
would notsbe pragctical to distinguish and report on these costs separately from other
administrative Costs.

Costs,for'MSD to administer the scheme would need to be funded by the Crown. We would
need to confirm whether NZTA’s costs to administer the scheme should be funded by the
NLTRyor the Crown. For the SuperGold card, a small appropriation exists to cover the cost of
NZTA administering the public transport concessions for that card.

Budget funding for 2019/20 to establish the scheme can be used to cover costs incurred by
NZTA and MSD in this financial year.
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We would need to agree on a fair funding model with councils to cover the costs of providing
some additional public transport services

94.

95.

96.

97.

98.

99.

100:

101.

The scheme will lead to increased public transport usage. In some areas, this will drive up
the need for councils to provide additional public transport services.

Currently, public transport services are funded through fare revenue (approximately 50
percent), the NLTF (25 percent), and rates contributions from regional councils (25 percent);

Councils will expect the Crown to cover some of the costs that they would face’in funding
additional services generated by the scheme.

The Crown should not be expected to cover councils’ share of costs for trips that CS@
holders would have taken if the scheme did not exist.

If option 2 is pursued, additional services generateddy CSC holders travelling on the
scheme would be funded through fares (25 percent), Lrown subsidies to caver foregone fare
revenue (25 percent), and the NLTF (25 perceftyaCentral governmenticould negotiate with
councils on how to fund the remaining quarterof costs. This isillustrated in the charts below.

v A4
How extra public transport Q \ Funding fopadditional
services are currently funded \ services driven by the scheme

M Fares
M Fa res m Crown
u NifTF . E“Lk.’rsgdy
@ Counci

B Negotiated
share

"

The simpléest way to do this weuld be for the Crown to contribute an agreed amount that is
more than 25 percent but less than 50 percent of each trip taken by a CSC holder. The exact
preportion'would needito be negotiated.

This,approach. is different to the bulk funding arrangement used for the SuperGold card. This
isfbecauseron-peak services would be affected by the scheme for CSC holders, if option 2 is
pursued.In comparison, the SuperGold scheme took advantage of existing off-peak capacity
in publie transport networks when it was introduced.

Funding for extra services from the NLTF would need to be considered alongside other GPS
2021 priorities, including current pressures within the Public Transport activity class to
provide for additional rest breaks, and a living wage for bus drivers.

We suggest setting mid-2021 as the target date for implementation

102.

You previously indicated a preference to implement the scheme by mid-2020. Unfortunately,
it would not be possible to fully and effectively implement the scheme in that timeframe. If
options 1 or 2 are pursued, councils would need sufficient lead-in time to adapt ticketing
systems and, if peak-services are included, to address existing capacity constraints.
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103.

104.

105.

106.

107.

Mid-2021 would be a more achievable target date for implementing the scheme for CSC
holders. This target would align with the next GPS taking effect on 1 July 2021, and the
adoption of the 2021-24 National Land Transport Programme, which could include capacity
increases to accommodate any generated passenger trips from the scheme.

This timing is still ambitious, as we would need to develop an implementation plan, secure
ongoing funding, and negotiate funding agreements, before councils commence the
implementation process.

Among councils, GWRC would face the most challenges in implementing,the;,scheme by
mid-2021. This is due to the difficulties that GWRC is facing to inerease the’capacity of
Wellington’s public transport network. The 2021 timing would €oincide with the intredugtien
of the rollout of integrated ticketing in Wellington.

We recommend discussing the timing with councils, befere’confirming a target. Greg
Campbell, Chief Executive of GWRC, and Chair ofsthe Regional GovernmentRublic
Transport Sector Group, has offered to meet with yeu'to discuss the ‘proposed scheme. We
could also invite senior leaders from Auckland‘Transpert and Epvironment Canterbury to join
this meeting, although the capacity issues, in‘these regions aré not as'pronounced as they
are in Wellington.

Before implementation begins, Cabinet would need tofagreesto the scheme. Cabinet would
also need to agree to allocate ongeing funding for the scheme through the Budget process.

We considered phasing options«0 accelerate implementation

108.

Risks

109.

Two possible approaches tolimplement the seheme more quickly are identified below.

108.1. Phase implementation regionally: Fhe‘scheme could be implemented in each region
as soon as*each region is capable of joining it. For example, the scheme could
involvesmemibers of the RITS censortium first. However, this approach would not
drive faster implementation in"our largest cities. The governance group noted that
soime regions would net support a region-by-region approach due to equity concerns,
and_ a view that this would create communications challenges for regions that are
unable to introducehe scheme as quickly.

108¢2. Implementing off-peak concessions first, then including peak services at a later date:
This appreach would alleviate some concerns councils have about capacity issues. If
the off-peak concessions were 50 percent, the scheme would have limited benefits. If
the“off‘peak concessions enabled fare-free travel, CSC holders may resist changing
thexfull off-peak entitlements at a later stage.

Significant risks associated with the scheme are highlighted below.

109.1. The subsidy costs could be higher (or lower) than our estimates: there is no reliable
data available on how many CSC holders currently use public transport, or where
they travel. We made assumptions on public transport use based on information from
the Household Travel Survey. We also made assumptions about how much public
transport use could rise when fare prices fall. To manage this risk, the costs of the

Page 14 of 18



scheme should be reviewed after its first year of implementation, to update funding
estimates.

109.2. SuperGold card holders with a CSC are likely to advocate for inclusion in the
scheme, in addition to their existing public transport concessions: if included, this
would increase costs significantly and exacerbate concerns councils have about the
impact of the scheme on public transport network capacities. Approximately 300,000
SuperGold card holders have a CSC.” There would need to be clear communication
with SuperGold card holders to explain why the scheme for CSC helderssis a
separate initiative.

109.3. Councils could oppose the scheme: although councils have sofar been supportive of
the investigation, they are concerned about the pace of implementation and ‘¢0sts.
They are still working through the implications of récent legislative changes, such as
the costs of mandatory rest and meal breaks forbus drivers associated'with the
Employment Relations Amendment Act 2018, and“a move to an industry-wide living
wage. We need to maintain a positive working relationship,with councils to implement
the scheme.

109.4. Fraud issues could attract negative publigity: some.fraudulent use of the scheme is
likely to be unavoidable. Thiscould be"managed byirequiring CSC holders to carry
their CSC with them while_travellingyon concession fares, and by considering the
appropriateness of existingpenalties for frabidulent eard use.

109.5. The scheme wouldfraisetequity concernsgand some CSC holders may criticise the
scheme if they are unable to accessspublic transport services: this may include CSC
holders livingdin areas without a regular public transport service, and CSC holders
with disabilities ' whorhave difficulty,using public transport. We could explore mitigation
options for.these groups, which would require additional investigation.

Next steps

110. If youagree to'proceed with the scheme, the next key steps towards implementation are for

you to:

e advise us'of your preferred approach

° consider meeting with Greg Campbell and other senior council leaders

. take.asCabinet Paper and Regulatory Impact Assessment (RIA) to Cabinet in August
2019.

111¢  The next steps for us would be to:

. write the Cabinet Paper and RIA, which we have already started drafting

o advise the governance group and working group on your views of the investigation,
and your preferred approach, if you agree to this

7 SuperGold card holders who are eligible for a CSC have a ‘SuperGold/CSC combo card’.
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112.

113.

114,

. identify how the $4.64 million of Budget funding for 2019/20 could be used to help
establish the scheme.

If Cabinet agrees to proceed with the scheme, the next key steps for us would be to:

estimate additional costs associated with the scheme

o develop an implementation plan

integrate the scheme into the next draft GPS

consider developing a Budget initiative for 2020/21 onwards
° negotiate a funding agreement with councils.

We also advice consulting more broadly on the scheme,if Cabinet agreedto proceed with it.
This would include seeking input from CSC holders{and/or,community organisations that
understand CSC holders’ needs.

After the scheme is established, it would alsosbe warthwhile réviewingithe diverse
approaches that central government and councilsstake to provide ‘and fund public transport
fare concessions. Currently there is a range of different concessiens for different
disadvantaged groups across the, country, but no clearrationale for why some of these
concessions are fully funded by central governmentwhile others are not. As well as creating
inconsistency between regioens;,this approachsgenerates ongoing administrative costs. There
is an opportunity to take a'more systematic andsconsistent national approach to concessions
as the National Integrated, Ticketing System is,developed.
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Recommendations

115.

We recommend that you:

(@)
(b)

(c)

(d)

(e)

Note the findings of this investigation.

Agree to meet with us to discuss the investigation, and your preferred
approach.

Agree for us to continue drafting a Cabinet Paper on the investigation
findings, and your preferred approach.

Agree for us to inform the governance and working groups that we involved
in this investigation of your preferred approach.

Agree to meet with Greg Campbell, Chief Executives/of GWRC, and Chair
of the Regional Government Public Transport Sector'Group, toldiscuss the
proposed scheme, and for us to invite senior leaders from Auckland
Transport and Environment Canterbury to this meeting.

Richard Cross
Manager, Strategic Policy and Inhovation

MINISTER’S SIGNATURE:

DATE
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Attachment 1 — Members of the governance and working groups

Governance group

¢ Bryn Gandy, Deputy Chief Executive Strategy and Investment, Ministry of Transport (MoT)
(Chair)

- I 2T A

e Greg Campbell, Chief Executive of GWRC, and Chair of the Regional Gaverniment Public
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