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In Confidence

Office of the Associate Minister of Transport
Chair
Cabinet Economic Development Committee

GREEN TRANSPORT CARD INVESTIGATIONFINDINGS

Proposal

1. This paper asks the Cabinet Economic Development‘Cemmittee to'notesthe findings
of an investigation into the Green Transport Gard.scheme (thes/scheme) to reduce the
costs of public transport for Community Serviees Card (CSC) holders.

2. The paper seeks Cabinet agreement to bhegin establishing the scheme, using existing
Budget funding allocated for 2019/20.

3. The paper also seeks Cabinet in-princCiple agreement to implement the scheme from
2020/21 onwards, subject to funding approvakimBudget 2020.

Executive Summary

4. | am reporting backto Cabinet on anyinvestigation to reduce the costs of public
transport for lowsincome households, including people on a benefit.

5. Low-inecomeouseholds ofterrexperience transport disadvantages, which limit their
ability toraccess social and eeonomic opportunities. Travel costs for low-income
households are increasing, which could perpetuate such disadvantages. The average
weekly-expenditure @n passenger transport services among low-income households
in New Zealand increased by 63 percent between 2013 and 2017.

6. The scheme.would reduce transport disadvantages, and support social inclusion, by
redueing,transport costs for many low income households.

7. lbwould also deliver co-benefits for improving people’s health, reducing greenhouse
gasiemissions, and managing congestion, by supporting public transport as a
preferred mode of urban travel.

8. The scheme would target approximately 600,000 CSC holders. CSC holders include
low-income households, solo parents, people with disabilities, tertiary students from
low-income families, and economically deprived seniors.

9. SuperGold Card holders with a CSC would not be eligible for the scheme, as they can
already travel fare-free on public transport during off-peak periods.
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10.

11.

12.

13.

14.

15.

16.

'

18.

Most regions do not offer public transport concessions for CSC holders (only 2
percent of trips are covered by concessions). The lack of public transport concessions
for CSC holders is a significant gap for addressing transport disadvantages. The
scheme would address this gap, and assist the Government in meeting its broader
transport agenda.

The scheme would primarily benefit CSC holders in urban areas whofare able to use
public transport. Three quarters of urban CSC holders live within'walkirng distance of a
regular public transport service.

Other initiatives would be needed to make access more inclusive for CSC helders
who are unable to access conventional public transport services, such as people in
rural areas and some people with disabilities.

The scheme would make it more financially attractive for caungils to' extend the reach
and/or frequency of public transport senfices into areas whereynany CSC holders live
by increasing patronage in these areas:

Three concession options for CSG, hoelders were investigated.

o Option 1: fare-free travel'en‘public transpert,during off-peak periods only
o Option 2: 50 percentidiscount onfadult.base cash fares, at any time of the day
o Option 3: apubliéitransport allowanee (e.g. a $100-$200 credit per year)

The investigatiefr foundsthat option 2would deliver the best mix of benefits and value,
and was the option most faveured by councils involved in the investigation. In
comparison;eption 1 would offer [ow benefits, at a significantly higher cost. Option 3
mightsbe aféasible alterpative, but has additional uncertainties and risks.

Based'en‘the investigation, | recommend pursuing option 2 if Cabinet supports the
policyto estahblish andJmplement the scheme, subject to funding approval in Budget
2020.

Governmentavould need to keep working closely with councils to deliver the scheme,
as,regional.eouncils are responsible for setting local public transport fare policies, and
for planhing, procuring, managing and co-funding public transport services. The
scheme would be voluntary for councils to join, similar to the SuperGold Card
scheme.

Councils were supportive of the investigation. Their main concern is that the scheme
should not transfer costs to local government, and that there needs to be sufficient
lead-in time to prepare. Greater Wellington Regional Council (GWRC) is particularly
concerned about the impacts of the scheme on its bus network, and indicated that it
could take two years to resolve its capacity issues.
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19.

20.

21.

22.

23.

24.

25,

The scheme would primarily be funded by the Crown. Direct fare subsidies would cost
around $20 million in the first year, if the 50 percent concession option is
implemented. These costs are estimated to fall slightly over the next decade. The
SuperGold Card public transport concessions are also funded directly by the Crown
(approximately $28 million per year).

There would also be additional costs. In particular, some councilsiareflikely to seek a
contribution towards the costs of increasing the capacity of publigtransport networks
to meet passenger demand driven by the scheme. These gosts'would need to he
negotiated with councils before final costs can be confinned andvaccounted forwIhese
costs are not anticipated to exceed $2 to $4 million per year. balso note that central
government’s share of these costs could be supperted by the next¢Government Policy
Statement on Land Transport.

| am seeking Cabinet agreement to beginsestablishing the Sehemefunded through
$4.64 million already allocated to establish the schemesin, Budget 2019/20.

| am also seeking Cabinet in-principlé*agreement to implement the scheme from
2020/21 onwards, subject to funding approval in Budget 2020. Although some aspects
of the scheme still need to be finalised, | am Seéeking this agreement now so that
Ministry of Transport (MeT)officials can begin formal negotiations with regional
councils to establish the,scheme. Councilsfneed assurance that the scheme will be
funded by the Crawn before’commencing,the establishment process.

Councils involvedsin, the investigation indicated that they would require at least 12-24
months tosdmplement the schemey, | recommend offering phasing options for councils
that are unableto implementthescheme in 2020.

If Cabinet agrees to supportthe policy of implementing the scheme, | will report back
te Cabinet by November 2019 with updated cost estimates. MoT officials will prepare
a Budget initiativesfer Budget 2020, based on these estimates.

I'will also repott, back to Cabinet by November 2019 on implementation timeframes for
each region, and any regulatory changes needed for the scheme.

Purpose of the Proposed Scheme

26.

27.

The 'scheme primarily aims to improve the well-being of many low-income
households, including people on a benefit, by making public transport more affordable
for these people.

It also aims to deliver co-benefits for improving people’s health, reducing greenhouse
gas emissions, and managing congestion by supporting public transport as a
preferred mode of urban travel.
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Figure 1: Overview of the proposed scheme

For low-income households, including people on a benefit

e 600,000 CSC holders
e 75 percent of urban CSC holders live within walking
distance of a regular public transport service

A 50 percent fare concession on public transport

e Any time of day
e Discount off adult base cash fares

e E.g. HOP cards, Snapper cards, Metro cards
e Concessions would be loaded on to card Ugh an
automated system, with an expiry date

Q

Primarily funded by the Crown
e Direct subsidies funded by the

e Administrative costs fowlo through
the National Land Trahspert F @

e Additional public ortsServices/fund rough the
usual NLTF pro potentiallys with~ the Crown

contributing an additional share.

Deliv, red%uncil
t port networks, and set local

CM plan [
res and conces
ntary N
Aimi t%ement in mid-2020
automated system for concessions needs to be
eveloped, along with administrative systems.

uncils will need to adapt ticketing systems, and some
need to increase the capacity of existing public transport

networks.

s, like the SuperGold Card scheme.
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Using existing travel cards in each region %2

It would mostly benefit
urban CSC holders who
are able to access

public transport

More affective and
efficiznt than
introducing new CSCs,
or a separate stand-
alone card

Final costs will depend
on future funding

negotiations with
councils

Some councils
indicated that they
would be unable to
implement the scheme
in this timeframe.

Councils will be offered
phasing options if they
require more time for
local implementation.




Background to the Investigation into the Scheme

28.

29.

30.

31.

The Confidence and Supply Agreement between the Labour Party and the Green
Party included an agreement to:

Investigate a Green Transport Card as part of work to reducesthe cost of publi¢
transport, prioritising people in low-income households and pegple on a
benefit.

On 3 April 2019, | advised Cabinet on the approach for this investigation (REV-19=
MIN-0051 refers). Cabinet noted:

29.1. the scheme would deliver significant social; health, and envitonmental benefits
29.2. the intention was to target the scheme at. CSC holders and their dependents

29.3. the relationship with the SuperGald Card would bé clarified during the
investigation

29.4. a Budget initiative for the Seheme had been submitted to the Treasury
29.5. the investigation would Be campleted in'mid-2019
29.6. | would report back to'Cabinet onttheffindings of this investigation.

Cabinet subsequentlysagreed to set aside $4.64 million of Budget funding in 2019/20
to establish the"Schemer This funding.was to “enable the policy development” of the
scheme, and te*establish operational systems (e.g. card development, administration,
and productien Costs) forfthe seheme], for use in the future”.

Budgetfunding was contingent on completing this investigation by mid-2019, and
Cabinet agreeing4o support the policy of implementing the scheme.

Scepe ofsithe Investigation

32.

33.

The investigation covered the following:

. the case for the scheme

o implementation challenges and opportunities

o benefits and costs of each option

o whether to include dependents of CSC holders
o funding principles.

Three options were investigated for CSC holders using public transport.

o Option 1: fare-free travel, during off-peak periods only.
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o Option 2: 50 percent concession on base cash fares, at any time of day.*

o Option 3: a public transport allowance (e.g. a $100-$200 credit per year).

34. The investigation excluded an option of providing fare-free travel at any time of day,
due to concerns about costs and impacts on public transport network capacities.

The investigation involved multiple agencies and local government

35. The MoT-led investigation was guided by a governance group,:and assisted,by a
working group. These groups involved representatives fromvAuckland Transport,
Environment Canterbury (ECan), Greater Wellingtom*Regional Counci'(GWRC),
Hawke’s Bay Regional Council, Horizons Regional Coungil, Marlborough District
Council, Nelson City Council, Local Governmént New, Zealand'(LGNZ); the New
Zealand Transport Agency (NZTA), the Ministry of Health (MoH), the Ministry of Social
Development (MSD), and the Treasury:

36. The involvement of local government.in the investigation, was vital, as regional
councils plan, manage, and co-fund public transpert networks, and procure services
from private operators. Councils alsa set locakpublicitransport fare policies.

The scheme would target CSC holders

37. CSC holders includespeople who,receive a benefit from Work and Income, such as
recipients of an aceommodatien supplé€ment or a disability allowance, people without
paid work,low-income families, people living in social housing, tertiary students that
are eligible for'asstudent allowanece, and refugees.

38. Thereare approximately 900,000 CSC holders in New Zealand. A third of these
people also have aSuperGold Card.? Currently, the population of CSC holders who
areseligible for'the,schéme is 652,131 people. Approximately 27,000 CSC holders are
tertiary students‘who receive a student allowance.

39. | previausly advised Cabinet (DEV-19-MIN-0051 refers) that SuperGold Card holders
with aaCSC would be excluded from the scheme, as these people can already use
their SuperGold Card to travel fare-free during off-peak periods.

The tnvestigation confirmed that the scheme would improve well-being, by reducing
transport disadvantages for urban CSC holders

40. To investigate the scheme’s potential to meet its aims, MoT reviewed evidence on the
links between transport affordability and well-being.

1 Base cash fares are standard adult fares before any discounts have been applied.
2 SuperGold Card holders with a CSC have a ‘SuperGold-CSC combo card’ that entitles them to the benefits of both cards.
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4].

42.

43.

44.

45.

Extensive international 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 difficulty includes access to education, employment,
health services, and sporting, leisure, and cultural activities.

Travel costs for low-income households are increasing, which codld perpetuate
disadvantages. The average weekly expenditure on passenger transport services
among low-income households in New Zealand increasedby'68 percent between
2013 and 2017.

Research shows that public transport can play an_important role in_redueing transport
disadvantages and in supporting social inclusion.

Reducing public transport fares for low-incaomedouseholdsyis @ne approach that can
be used to reduce transport disadvantages. Other approaches,could include
improving transport options (e.g. providinghbetter public transport services to low-
income areas), making services moré*accessible foripeople with disabilities, and
increasing household incomes.

There is a lack of research on the*€xtent oftransport disadvantages for low-income
people in New Zealand, or the most effégtive-ways to reduce these disadvantages.
This area has received insufficient attentionyin the past.

The scheme wouldiaddress a gap in public transport fare concessions

46.

47,

48.

Public transportiservices‘@perate in all New Zealand cities, including Whangarei,
Auckland, Hamilton, Roterua;, Tauranga, Napier, Hastings, Palmerston North,
Taranaki, Greater Wellington, Nelson, Canterbury, Dunedin, Queenstown, and
Invercargill. Public transport services also operate in many towns, although these
services tend to bewess frequent (e.g. twice daily) compared to cities.

All councils in'New Zealand offer public transport concessions to some groups who
are known to experience transport disadvantages, although the base fare and
concession rates vary between councils. All councils offer child concessions, some
cauncils 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. Only Hawkes
Bay, Taranaki, Horizons (Manawatd-Whanganui), Nelson, and Tasman offer
concessions of up to 30 percent to CSC holders. These regions account for only 2
percent of all public transport passenger trips in New Zealand.
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49.

50.

The lack of concessions for CSC holders in most regions is a significant gap for
addressing transport disadvantages, as CSC holders include low-income households,
solo parents, people with disabilities, tertiary students from low-income families, and
economically deprived seniors. As noted above, these sub-groups tend to experience
more transport disadvantages than others in the population.

Under Section 35 of the Land Transport Management Act 2003 (KTMA), NZTA and
regional councils “must consider the needs of persons who are transport
disadvantaged” when preparing any land transport programmesor plan under the
LTMA, including public transport systems. The proposed secheme would, therefere,
assist councils to meet this requirement.

A high proportion of urban CSC holders can acce§s public transport

51.

52.

53.

54.

95.

At a national level, approximately half the/population of CSCyholders live within
walking distance of a regular public tranSport service.

In Auckland, Wellington, and Canterburyregions, approximately three quarters of
CSC holders live within walking distanee (i.e. 500m). of a public transport service that
operates at least every 30 minutes throughout,the day. This data indicates that a high
proportion of urban CS@'holders can aceess a public transport service, although
these services may potnecessarily take them where they need to go at the times they
need to travel.

The data meansgdhat, on a geographical basis, the scheme would have similar
impacts as«the SuperGold Card. Qver 80 percent of SuperGold Card holders who use
their cards'te'travel fare-free o public transport in off-peak periods live in Auckland,
Wellington, and Canterbuny.

However, many low=inceme households live in areas that are not well-served by
public transport. Forthese households, the lack of access to frequent and reliable
public transpert services is more of a barrier than fare prices.

Lowsinéome households are often concentrated in outer-urban areas, where public
transport services tend to be poor. This can perpetuate economic deprivation, as low-
Ineome households can end up in relatively expensive car-dependent feedback loops
that'prevent them from being able to save money to move to locations with better
accessibility and more transport options.

The scheme would assist the Government to meet its broader transport agenda

56.

By incentivising higher use of public transport, the scheme would help meet the
Government’s goals to encourage a transport mode shift in urban areas. The scheme
might make it more financially attractive for councils to extend the reach and/or
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frequency of public transport services into areas where many CSC holders live, by
increasing patronage in these areas.

57. The scheme would help to balance the need for improving public transport services,
and addressing transport affordability. Auckland Transport, GWRC, and Environment
Canterbury are 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 councils continue
to expand and increase services.

58. By increasing public transport use, the scheme would also centribute to the'following
positive outcomes that transport agencies aim to déliver to improve wellsbeing and
urban liveability.®

58.1. Economic prosperity: public transport plays ah important role’ in managing
traffic congestion, and for making efficient'use of liigh-value urban space.

58.2. Healthy and safe people: public.transport is thessafest form of travel in New
Zealand, and people who use public transport tégularly are more physically
active than people who'commute by private,vehicles. Transport mode shifts
from private vehicles to public transpert ean*reduce air and noise pollutants that
harm human health.

58.3. Environmentalsustainability: buses, trains, and ferries with high numbers of
occupants producCe lower leyelssef greenhouse gases, and other pollutants,
than private yehicles.

Options forghe seheme were,investigated against their potential social impacts,
transport fmpacts, ease of implementation, and value for money

59. » MeT collaborated with gouncils to estimate the impacts of three options for the
scheme.

60, Their modellingrof the scheme estimated how many additional trips CSC holders
would be likely to take, based on changes in fare prices. This modelling also
galculated ‘fare revenue foregone’, which represented the subsidy required to cover
the fare concessions.* The model did not cover additional costs associated with the
scheéme, such as administration costs or providing extra public transport services.

3 These outcomes are based on the Transport Outcomes Framework, which all government transport agencies agreed to in
2018.

4 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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61.

Table 1 summarises high-level findings from the assessments. The modelling tracked

anticipated changes over time, from year one to year 10. CSC holders would be
expected to make growing use of the scheme over time.

Table 1: Summary of estimated benefits and subsidy costs for primary CSC holders

holders (year 10

Increase in annual passenger
trips: year 1

Public transport system impacts

+3.8 million
(2.5% increase)

TN

445 million

(5.4% increase),

Increase in annual passenger
trips: year 10

+8.1 million
(5.3% intrease

Option 1: Option 2: Option 3 A
Fare-free, off-peak 50% concession, avel allowance
any time
Social benefits
Access to employment, health, | Low Med-high | Med N
and education
Additional health benefits Low Low-med Low-med
(including active travel)
Mode shift benefits Low Med K
Annual direct benefits to CSC | $24.7 million $3
holders (year 1)
Annual direct benefits to CSC | $35.9 million

*%

+10.9 million

(2.3% increase)

Impact on PT capacities

Foregone revenue (year 1)

Annual revenue foregone / direct subsidy costs

Low

N

*%

oderafe

million

Moderate

0

Foregone revenue (year 10)

$18.1 million

0

Travel allowance

Local government

Ease and speed of implementation

53 illion
$4 million
‘ ‘

Central goverpment

Most difficult, extra
capacity needed

$30-60 million
$100-$200 allowance

Quickest option

between
and 2

No difference between

Options 1 and 2

Whole new system,
unknown timeframes

Q

** Benefits and costs of optioh 3 would depend on the size of the allowance.

4

A 50/pereent corﬁéion for CSC holders on public transport at any time of day would

be thesbest option:

the scheme, among investigated options

This optionswould offer the best balance of value and benefits, compared to other

Many CSC holders need to travel at peak times to access work, education, and health

services. CSC holders are, therefore, likely to use public transport more often in

62.

options.
63.

option 2, compared to option 1.
64.

Option 2 has more potential to encourage a mode shift from private vehicles to public

transport when roads are most congested at peak times, which would enhance the
social, economic, and environmental benefits of the scheme.
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65.

66.

67.

Option 1 is less likely to support active travel modes compared to option 2.
International research shows that people often switch from walking and cycling to
using public transport when services are completely fare-free.

Unlike option 1, the direct subsidy costs for option 2 would decrease slightly over time.
This decrease is because CSC holders would continue to pay a portion of fares for
option 2. Lost revenue (foregone revenue) is smaller in the long-térmy¢because in the
long-term there is greater generation of new public transport tripsywhieh brings'in new
revenue that offsets the discounts on existing trips.

MoT conducted a Benefit Cost Ratio (BCR) analysis of the financial benefitsto CSC
holders, relative to the direct subsidy costs for options)1 and 2.5 The results are
summarised in Table 2.8

Table 2: Benefit Cost Ratio for options 1 and 2

Option 1: Free off-peak Option 2:3,50% c¢oncession, any time
Short term Long term Short term Long term
(Year 1) (Year 10) (Year 1) (Year 10)
Benefit-cost
ratio (BCR) | 0.73 080 1.47 2.41
68. Option 2 would deliver $2.41 of benefit toM€SC holders for every $1 of direct subsidy

69.

after 10 years. In gomparisén, option 1 weuld deliver only $0.80 benefit for every $1
spent on the farersulsidy.

Councils involved.in this investigation also favoured this option, with the exception of
GWRC. GWRCis concernedabout the difficulties it is currently facing in increasing
publiC transport capacities,at'peak times. GWRC also noted that a 50 percent
concession couldqnot be implemented on Wellington trains until integrated ticketing is
iIntroduced in 2021.

A'travel allowanceeould provide similar benefits to a 50 percent concession, but
would likely cost more and comes with more uncertainty

70.

71.

Optien 3ywould 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).

For this option, 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 only a third

5 In economic terms, this represents the ‘consumer surplus’ that CSC holders would benefit from as a direct result of the

scheme.

6 The cost components of the BCR analysis did not include costs other than the direct subsidy costs, such as the costs of
implementing the scheme, or of providing additional capacity to manage increased patronage. This issue is because at this
point in time, we do not have accurate data on what these costs will be. The analysis also does not take into account wider
societal benefits that are difficult to quantify, such as reduced congestion, emissions, and crashes.
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72.

73.

74.

of CSC holders used the full allowance, it would cost approximately $30 million per
year to fund the allowance for a population of approximately 600,000 CSC holders.

Depending on the size of the allowance, the benefits of a travel allowance 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.

Compared to option 2, the allowance in option 3 would benefit ifregulardisers of'public
transport more than regular users, unless the allowance waswery high (which would
be prohibitively costly).

Option 3 would be easier for most regions to implemgrent, as it would nogrequire
changes to concession profiles or ticketing systems. Hoewever, this‘eptieniwould be
significantly more complex for central governmient tomplement. Ongoing
administration costs could also be higher than'ther’options. A bespoke system would
need to be designed, developed, testeds and implemented to transfer allowances from
central government to registered travehcardssn each region. It is also unclear how
long this system would take to developronwhat it wouldreost. Due to these
uncertainties, | do not recommend‘progressing with, Option 3.

Some benefits and costs weré not monetised in this,analysis

75.

76.

7,

78.

79.

The social benefits/of making publig'transport more affordable for low income
households to aecess opportunities'such/as work, healthcare, and education could not
be monetised. These benefits‘willinfold after the implementation of the scheme, but
cannot besmeasured until then, These benefits are in addition to the direct benefits to
CSC helderst

The transport mode shift benefits could not be quantified, due to a lack of data on the
current public transportase of CSC holders. These benefits would be additional to the
direet benefits to €SC holders.

As a camparisen, a 2010 Cost Benefit Analysis of the SuperGold Card scheme
identified national economic benefits, including reduced car travel and parking costs,
of $5.7million per year. The 2010 analysis also identified benefits from road accident
cests, congestion costs, pollution costs, and road maintenance costs, which could not
be quantified.

The costs in Table 1 only identify the direct subsidies for the scheme, to cover the fare
revenue that councils would have received if CSC holders were paying full fare prices.
Central government agencies and councils would face additional costs.

Councils would expect reimbursements from central government for costs incurred by
the scheme.
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80.

81.

82.

The most significant additional costs would be providing extra capacity (i.e. additional
vehicles/services) to cater for increased public transport demand. These costs are
discussed further below.

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

Additional costs have not yet been calculated, as MoT is awaiting additional data from
councils. By way of example, Auckland Transport has indicatedithat it might'eest
approximately $500,000 to introduce a new concession profile on all their ticKeting
equipment.

The scheme should not include dependents of €SC’holders at this stage

83.

84.

85.

86.

87.

88.

89.

The investigation considered including dependents of CGSC holders in the scheme.
MSD estimates that there are appraximately 300,000 dependents of CSC holders.

There is no data available on‘the names, addresses)or ages of dependents. This data
would need to be collected from allFCSC heldets, at significant cost, before deciding
whether to include them in the scheme.

Dependents of CSC holders do not have their own CSC. Providing all dependents
with a CSC, if siecessary, would alsovadd significant costs.

Most depéndents.0f CSC holders‘already receive child/youth concessions when
travelling onspublic transport.

87.1. VAllchildren under fivé years old can already travel for free on public transport
anywhere in‘New'Zealand.

872. In most regions, children/youth aged 5-15 receive a 40-50 percent concession
on adultares (although there are differences in age bands).

87.3. WAuckland Transport is planning to introduce fare-free travel for children/youth
15 years and younger on the weekends and public holidays. Hamilton City
Council is also planning to introduce a similar scheme.

I do not recommend including dependents in the scheme at this stage, as the costs
are likely to significantly outweigh the benefits (given the wide-range of existing and
planned child/youth concessions).

In the future, there could be opportunities to target concessions for all dependents of
CSC holders on council-provided school bus services and public transport to/from
schools.
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Existing travel cards would be used in each region

90.

91.

92.

93.

94.

95.

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.

The investigation looked at using CSCs as travel cards, producing a stand-alone
‘green transport card’, and creating a system to load CSC concessions/n to existing
travel cards in each region.

The most straight-forward and cost-effective solution would*ee to link the CS€
concessions/allowances directly to registered travel€ards in each region, via:an
automated system. This solution would avoid the“eosts*ef producing,néw€ScCs, or
separate ‘green transport cards’.

The registration process would need to e aceessible forpeople with disabilities and
impairments, and those without internet access.

This approach would follow the system that some,councils’are already using to
automate concessions on to eards. ‘Auckland.Transport is establishing an automated
system for tertiary concessions, and is explering ‘automated systems for secondary
students and SuperGold Card holders. The Regional Integrated Ticketing System
(RITS) consortium of nine transport authorities have similarly developed an automated
eligibility system for the SuperGoldiCard.

CSC holders weotld be unable tedise their registered travel card in more than one
region due te.differences.in card/ticketing systems. The exception to this limitation
wouldsbe regional members,of the Regional Integrated Ticketing System, which will
soomshare,a common care,system.

Same ineligible card tise would be inevitable, and would need to be managed

96.

97.

After concessiens 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
arefineligible to do so.

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 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 Clause 13 (3) of the
Health Entitlement Cards Regulations (1993), which prohibits the use of CSCs as a
form of evidence of eligibility outside the health sector. MoT and MoH are
investigating the regulatory aspects of this issue.
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98.

99.

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

The appropriateness of existing penalties for fraudulent card use would also need to
be considered.

Councils would need to make changes to ticketing systems to establish the scheme

100.

101.

102.

Councils would need to add CSC concession profiles to ticketing systems in their
respective regions. This process can take at least 6-12 gonths i large regions;,as
ticketing machines need to be updated and tested on all buses and trains.

Ticketing systems vary between regions, therefore,eachregion would need to
undertake this process separately. Members©f the Regional Integrated Ticketing
consortium (which do not include Aucklands\Wellington, and,Canterbury) will share a
common ticketing system by 2020, whic¢h will make it eaSier tosset up CSC concession
profiles in these regions.

The costs to change ticketing systems,could be funded through the $4.64 million of
Budget 2019 set aside to establish the scheme.

Some councils would needto increase the capacity of their public transport networks
in response to the scheme

103.

104:

105.

106:

107.

The scheme woulehincrease publie’transport patronage at peak times. Most regions
are facingschallengés addingextra services due to driver shortages, and NZTA has
advised thatnofunding,is‘available in the 2018-21 NLTF to fund additional services. It
often takes more than a yearto increase capacity. For example, it can take councils
12-18"months to arrange for new buses to arrive after signing contracts with
operators.

Additional services are only likely to be needed for some routes in Auckland,
Wellington and*Christchurch, during peak hours when services are full.

GWRG,is particularly concerned about the impacts of the scheme on its bus network,
and has indicated that it could take two years to resolve its capacity issues.

Auckland Transport is not facing the same capacity challenges, but it has pinch points
throughout its network.

Over-crowding of public transport systems needs to be avoided, as this would create
difficulties for councils. Existing public transport users would also be adversely
affected if they are unable to use services at peak times due to over-crowding, which
may lead some existing users to stop using public transport. This risk is likely to be
the highest in Wellington, due to existing challenges in its public transport network.
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108.

If Cabinet agrees in-principle to implement the scheme, MoT will work with councils to
estimate how much demand for additional services could be generated by the
scheme, and what it could cost to provide these services. MoT will also investigate
how these additional services could be supported by the next GPS.

The scheme should primarily be funded by the Crown

109.

110.

111.

112.

As this initiative is being driven by central government to improve 'social outcomes, it
would be appropriate for the Crown to fund the fare subsidiesfor CSC holders. This
funding would need to go through the annual Budget process.

SuperGold Card public transport concessions aredfunded in a similar way, with the
Crown funding of approximately $28 million pepyear.

Establishment costs would also be fundedsby the Grown. Budget funding of $4.64
million was set aside in 2019/20 for this“purpose.

Councils’ administration costs shotld+be. funded through.existing NLTF processes, as
it would not be practical to distinguishhand report'on these costs separately from other
administrative costs.

A fair funding model would'aeed to be agreed‘with councils to cover the costs of
providing some additiofnal publiC transport services

113.

114.

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

If the'80 percent fare concession option is pursued, additional services generated by
€SC holders travelling on the scheme would be funded through fares (25 percent),
Crown subsidies texcover foregone fare revenue (25 percent), and the NLTF (25
percent). Central government could negotiate with councils on how to fund the
remaining quarter of costs. These arrangements are illustrated in the charts below.

7 These ratios are average figures, based on the funding assistance rates set by NZTA. The actual rates vary by region.
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115.

116.

117.

118.

119.

120,

121

How extra public transport Funding for additional

services are currently funded services driven by the scheme
Fares
a8 - & -
NLTF f\l“Ltf‘F'dy
B Councils

W Negotiated
shiare

Councils will expect the Crown to cover some of theseosts they wouldface infunding
additional services generated by the scheme.

The simplest way to address this funding issue would be to apply a ‘multiplier’ to the
subsidy. For example, rather than reimbufsing ceuncils for 100 percent of the
foregone revenue, councils could be reimbursed for 110-220 percent of the direct
revenue foregone.

Contributiens to additional Services could potentially be funded through the NLTF,
rather than by the Crown, if this scheme is operationalised in the next GPS.

This approaeh 18 different to the bulk funding arrangement used for the SuperGold
Card. This diffegence is because on-peak services would be affected by the scheme
for @SC, holders if option 2 is pursued. In comparison, the SuperGold scheme took
advantage of existing off-peak capacity in public transport networks when it was
Introduced.

If Cabinet agrees in-principle to implement the scheme, MoT will begin negotiating
funding arrangements with councils in September 2019. | will report back to Cabinet
by November 2019 on cost implications and a recommended approach.

Page 17 of 25



Council participation in the scheme would be voluntary

122.

123.

124.

It would take a similar approach as the SuperGold Card concession scheme, which
was also voluntary for councils. All councils decided to implement SuperGold Card
concessions from the outset.

The scheme would apply to all eligible public transport services that are specified in
councils’ Regional Public Transport Plans (RPTPs) and contracted te coeuncils ynder
the requirements of the Land Transport Management Act 2023,

Services that are not specified in RPTPs would be exempt from the scheme.,Current
examples include the Waiheke Ferry service and the"Wellington Cable'Car, which are
fully commercial operations that councils have no‘contrelover for faresHowever, if
any exempt services become specified as a gontracted service under the RPTP in the
future, then they would be eligible for inclusionin thé scheme.

| recommend going ahead with the scheme

125.

Based on the investigation, | recommend establishing and implementing the scheme,
with the following features:

125.1. Targeted at CSE€ holders, excluding SuperGold Card holders with a CSC.

125.2. Providing af50 percent concession on public transport fares to CSC holders, at
any time"of day.

125.3. Using, existing travel cards'in each region, with concessions loaded on to travel
cardswvia an autemated System.

125.47Funding the subsidies and central government administration costs through
Crown funding. This arrangement would need to be approved through usual
Budget processes.

reecemmend aimingto implement the scheme in mid-2020

126.

127.

70 enable the scheme to be implemented in mid-2020, | am seeking an in-principle
agreement from Cabinet to support the policy to implement the scheme in 2020/21, on
the understanding that it will be subject to funding approval in Budget 2020 onwards.

Although some aspects of the scheme still need to be finalised, | am seeking this
agreement now so that Ministry of Transport (MoT) officials can begin formal
negotiations with regional councils to establish the scheme. Councils need assurance
that the scheme will be funded by the Crown before commencing the establishment
process.
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If some councils are unable to implement the scheme in 2020, they could be offered
phasing options

128.

129.

130.

131.

Some councils involved in the investigation indicated that due to implementation
issues such as capacity challenges, they would be unable to fully implement the
scheme within the next 12 months.

Councils that are able to fully implement the scheme in 2020 would ke e€xpected to
deliver the scheme then. This is likely to include smaller councils (i-e. all members of
the Regional Integrated Ticketing consortium). It may alsoiinclude AucklandTransport
and Environment Canterbury.

GWRC have signalled that it might not be able toimplement the scheme-before 2021,
due to capacity constraints.

Councils that are unable to fully implement the seheme by mid-2020 could be offered
two options.

131.1. Option A: implement the Scheme In their gegion‘in 2021.

131.2. Option B: partially implément the schemie.in their region in 2020, if it is
necessary to address,capacity carcerns, and agree on when the scheme will
be fully implemented. For exampleya council could choose to offer a lower
concessionfrate*for CSC holders initially, or limit concessions to off-peak travel
only.

Operational systems.can be established in 2019/20, using existing Budget funding

132.

133.

Budgetfunding of $4.64 million was set aside in 2019/20 to establish the scheme.

T his funding is to“enable the policy development” of the scheme, and to “establish
operational syStems (efg. card development, administration, and production costs) for
[the scheme], far‘use in the future.”

If Cabinet agrees to the policy of establishing the scheme, this funding would be used
to:

133.1. Set up the automated system for transferring CSC holder eligibility data on to
travel cards in each region. This work would involve MSD.

133.2. Add CSC concession profiles to ticketing systems in each region. Councils
could seek reimbursements from NZTA for these costs.

133.3. Develop a communications plan and materials, to publicise the scheme to
eligible CSC holders when the scheme is ready to implement.
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134. This establishment funding was appropriated to Vote Transport: Policy Advice and
Related Outputs (MCA) — Policy Advice. This funding needs to be transferred to new
appropriations to establish the scheme.

Next key steps

135. If Cabinet agrees to establish the operational systems for the schemeé, and to
implement the scheme in principle, the next key steps will be as follows:

135.1.

135.2.

135.3.

135.4.

135.5.

135.6.

Risks

I will send a letter to councils, outlining the featurgs‘ef theyproposed'scheme.

MoT will develop implementation timeframes'for the scheme, and,lead
negotiations with councils on an agreed fundirig model.

MSD and NZTA will begin establishment'processes forthe scheme.

MoT will finalise cost estimatesyand prepare a Budget initiative for 2020/21, to
fund the scheme’s implementation.

Cabinet would consider. the 2020/21 Budgeétinitiative for the scheme along with
other Budget initiatives insMarch 2020.

If Cabinet agrees,to fund the schemé through the 2020/21 Budget initiative, the
scheme willlbe implementedfas soon‘as possible.

136. Signifieant'risks associated,with'the scheme are highlighted below.

136.1¢

136:2.

Councils could choose not to implement the scheme. Although councils
supported the investigation, they are very concerned about the pace of
implementation and costs. They are still working through the implications of
recentlegislative changes, such as the costs of mandatory rest and meal
breaks for bus drivers associated with the Employment Relations Amendment
Aet 2018, and a move to an industry-wide living wage. Councils will be offered
phasing options to address this risk.

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. MoT made assumptions on public transport use
based on information from its Household Travel Survey. MoT also made
assumptions about how much public transport use could rise when fare prices
fall. To manage this risk, the costs of the scheme should be reviewed after its
first year of implementation, to update funding estimates. A more detailed
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review will be conducted three years after implementation, to assess the
ongoing benefits and costs of the scheme.

136.3. Fraud issues could add costs and attract negative publicity: some fraudulent
use of the scheme is likely to be unavoidable. This risk could be managed to
some degree by requiring CSC holders to carry their CSC with them while
travelling on concession fares, and by considering the appfepriateness of
existing penalties for fraudulent card use.

136.4. The scheme would raise equity concerns, and sopie CSEC, holders may.criticise
the scheme if they are unable to access public transpert services: thisfissue
may include CSC holders living in areas withiout a regular public transport
service, and CSC holders with disabilities whe have difficulty using public
transport. Mitigation options for these groups ceuld be investigated.

Consultation

137.

138.

139.

The investigation was led by MoT and.involved representatives from Auckland
Transport, GWRC, Environment Canterbury, Hawke’'s Bay Regional Council, Horizons
Regional Council, Marlborough,District Coungil, Nelsen City Council, LGNZ, NZTA,
MoH, MSD, and the Treasury.

The following goveriment agencies were ¢onsulted on this paper: the Department of
Internal Affairs (DIA)#MoE, MoH, MSD, NZTA, and the Treasury.

The Departmentof Prime Minister and Cabinet were notified.

Comments4#rom agencies

140.

141.

142.

143.

144.

MoT and/MSD support the proposed scheme.

MoH supparts the aims of the proposed scheme. However, it notes that there are
regulations which prohibit the use of CSCs as a form of evidence of eligibility outside
of the healthtsector. MoH is engaging with MoT on this issue.

NZTA supports this initiative, but shares councils’ concerns around the need to allow
sufficient time to implement the scheme.

DIA sees benefits in the proposed scheme, and notes that it would be appropriate for
the scheme to be voluntary for councils to join.

The Treasury supports the goal of improving access to transport for low-income
households. However, at this stage, the Treasury considers that there is insufficient
information and evidence to support the proposed scheme as the preferred solution to
potential access issues for these households, both in regards to public transport and
more generally. Lowering the cost of public transport may only provide a limited
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145.

146.

solution to a much wider problem. The costs of the scheme are also unclear given that
it will provide a demand-driven subsidy.

The Treasury recommends that instead of proceeding with the scheme, Ministers
should direct officials to initiate a wider policy programme looking at transport
disadvantage issues affecting New Zealanders, and the set of interventions that could
be used to address these issues.

Alternatively, if Ministers wish to proceed with the scheme néw stheyTreasury would
recommend that a pilot be undertaken in order to gain afetter understanding.of the
costs and benefits of the scheme prior to nationwide implementation.

Financial implications

147.

148.

149.

If Cabinet agrees to establish the operational Systems for the seheme, the scheme will
be funded through $4.64 million allocatéd for this purpose in Budget 2019/20.

Based on current modelling, implementing the scheme will require around $20 million
of Crown funding per year.

If Cabinet agrees in principle to implementthe scheme, funding will need to be
considered through Budget 2020 initiatives:

Human rights, gender.and disabilitysmplications

150.

151.

152.

153,

No specific humangights isstes have been canvassed in this paper.

The sCheme would likelyybenefit a greater number of women than men. As of January
201957 percent (529,439nof CSC holders were classified as female, and 43 percent
(891,994) were male. Statistics from the 2013 census show that women are more
likelysto use publie,transport to get to work: 7.1 percent of women used public
transport to'get to work, compared to 4.6 percent of men. Statistics from the 2018
censusfare notyet available.

The seheme would have implications for people with disabilities. As of January 2019,
215,963 people who receive a disability allowance have a CSC. People receiving
Disability Support Services funded by MoH are also likely to be eligible for a CSC.

Many people with disabilities are able to use public transport. A 2009 report by the
Office for Disability Issues estimated that 26 percent of all disabled adults and 46
percent of all disabled children used public transport for short trips. Many CSC holders
have disabilities that prevent them from using public transport, due to the nature of
their disability and/or because services are not accessible for people with their
disability. The scheme could therefore increase disparities between CSC holders who
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154.

can use public transport, and those with disabilities who are unable to access public
transport.

Government could explore broader initiatives at a later stage to reduce transport
disadvantages for low-income households in New Zealand that are unable to access
public transport, including through the Total Mobility Scheme (whichfprovides
subsidised licensed taxi services to people who have a disability)!

Legislative implications

155.

156.

Clause 13 (3) of The Health Entitlement Cards Regulations (2993) prehibits'the use of
CSCs as a form of evidence of eligibility outside the health sector. Currently,
individuals and entities that are allowed to request'@r demand tesseeta community
services card are limited to certain health sefvice’ providers and health professionals.
These regulations may need to be amengdediio enable CSCs,tovbesised as a form of
identification on public transport. MoT,and MoH are invéstigating the regulatory
aspects of this issue.

I will report back to Cabinet if theseyegulations needs changing, or if any additional
regulations are needed for the Seheme.

Regulatory Impact Assessment

157.

A Regulatory Impact,Assessment (RIA) for the scheme is attached to this paper. The
Regulatory Quality Panel at Moilsas reviewed the RIA and considers that it meets the
Quality Assurance“criteria. They,RIA shows clearly that alternative options have been
carefully considered, implementation risks identified and mitigated, and stakeholders
fullyfinvolved in the process.

Proactiveyrelease

158.

If Cabinet'agrees, | intend to release this Cabinet paper on MoT’s website. Information
that could prejudice or disadvantage negotiations with local government on the
secheme will'be withheld under the Official Information Act 1982.
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Recommendations

159.

| recommend that the Committee:

1.

10.

11.

note that this paper summarises the findings of an investigation into a Green
Transport Card scheme (the scheme) to reduce the costs of public transport for
low-income households, including people on a benefit.

note that the investigation found that the scheme would improve the well-being
of many low-income households, and assist Goveraimentto meet its'broader
transport agenda.

note that the scheme would target approximately.600,000 Coemmubity Services
Card (CSC) holders, and that SuperGaold Card, holders with'a, CSC would not
be eligible for the scheme as they can already travel,fare-free on public
transport during off-peak periodst

note the recommended optien.forithe schemeis.to provide CSC holders with a
50 percent concession on adult base cashifares, at any time of day.

note that existing travel cards would.bewsed in each region, rather than
producing stand<alone, ‘green transSport.cards’.

note that the seheme wouldbe voluntary for councils to join, and that local
implemefitation in some segions. alay need to be phased.

notesthat4hé scheme weuld, require ongoing Crown funding, which, based on
current modelling, 1Ssaround $20 million per year.

note if Cahinet agrees to implement the scheme, MoT officials will confirm the
amount.of funding required and will prepare a 2020 Budget initiative.

agre@éyin-principle to implement the recommended scheme in 2020/21,
providing CSC holders with a 50 percent concession on adult base cash fares
at,any time of day, on the understanding that it will be subject to funding
approval in Budget 2020 onwards.

agree to begin establishing the scheme in September 2019, using existing
Budget funding allocated for 2019/20.

note that the $4.64 million set aside in Budget 2019/20 to establish the scheme
was appropriated to Vote Transport: Policy Advice and Related Outputs (MCA),
and that this funding needs to be transferred to new appropriations to establish
the scheme.
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12.

13.

14.

15.

agree for the Associate Minister of Transport (Hon Genter), Minister of
Transport, Minister of Social Development, and Minister of Finance acting
jointly to make further decisions on the operational developments of the
scheme, including the allocation of existing funding, consistent with the policy
proposals in this paper.

note that | will report back to Cabinet by November 2019 on, the following:
13.1 the outcome of funding negotiations with councils

13.2 implementation timeframes agreed with councilsyincluding any‘tegional
phasing

13.3 updated cost estimates, to informsa Budget 2020 initiative
13.4 any regulatory changes needed te enable the’scheme™to be implemented.

note that if any significant issuestarisé that reguire further policy decisions, |
will report back to Cabinetion‘these issues

agree to proactively release this paper,andito withhold any appropriate
information under‘the,Official Infopmation Act 1982.

Hon Julie AnnesGenter
Associate Minister of Transport

Dated:
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