11

Coversheet: Green Transport Card Scheme

Advising agencies Agency responsible for this advice: Ministry of Transport (the Ministry)
Agencies involved in developing this advice: Ministry of Social Development
(MSD), Ministry of Health (MoH), New Zealand Transport Agency (NZTA), the
Treasury.

Decision sought To agree to establish a scheme to reduce the costs of publie'transport for
Community Services Card (CSC) holders, and to agree inprinéiple to
implement this scheme from mid-2020 onwards.

' Proposing Ministers | Hon Julie Anne Genter, Associate Minister of Trahsport
Hon Phil Twyford, Minister of Transport

Summary: Problem and Proposed Apyrodch

Problem Definition v v

What problem or opportunity does this propo add Vhy is Government
intervention required? £

Low-income households that lack affordable access to transpost have difficulty accessing social and
economic opportunities that are fundamental forpatticipating in\seciaty. The average weekly
expenditure on passenger transport service§,among low-inedme holseholds in New Zealand
increased by 63% between 2013 apd2@17. These casts mightincrease due to growing travel costs,
and might perpetuate disadvantages. Thése low-incomg’households might access more
opportunities if transport costswere [oweér.

The Green Transport Cafd Schemé (the sgheme) Wellld help reduce transport disadvantages for
many low-income households if urban ateas)and counter the effects of rising transport costs for
these households in'thefuture. It willalse.sipport the Government’s objective to achieve a transport
mode shift in ugban argas from private Vehicles to public transport, and to meet the priority for
improving accessfin Transport Outcomes Framework and Government Policy Statement on Land
Transporty(GPS) 2918,

The schende will make public transport more affordable for all Community Services Card (CSC)
holders{ by €nabling them to travel with a 50% concession on base adult public transport fares. Even
though, there are some low-income households that may not hold a CSC, the Ministry considers CSC
holders as a proxy to identify these low-income households/individuals as the best initial pathway for
making public transport more affordable for the target population?.

This scheme will directly benefit CSC holders financially, and increase their access to social and
economic opportunities such as work, education, recreation, and health care. It will also deliver co-
benefits for improving people’s health, reducing greenhouse gas emissions, and managing

1. Further information can be found on page 13 of this document.
2. 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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congestion by supporting public transport as a preferred mode of urban travel.

Section B: Summary Impacts: Benefits and costs

Who are the main expected beneficiaries and what is the nature of the expected benefit?

The main beneficiaries of the scheme are CSC holders who live in urban areas with,access to public
transport services. CSC holders include people who receive a benefit from Work#ndJncome, such
as recipients of an accommodation supplement or a disability allowance, thoseywitifout paid works
low-income families, people living in social housing, tertiary students who are eligiblevor a student
allowance, and refugees.

Specifically, this scheme would primarily benefit CSC holders who:
e currently use public transport

e do not use public transport now, but live close to a public transport service that operates
when CSC holders want to travel, to where théy want/néed to ge®.

e do not have a disability that affects their ability towise publie transpert .

The scheme would also affect other transport tisers and the wider public:

1. Expected benefits for CSC holders who'use thesscheme
1.1.  Direct financial savihgs and freeing ug disposable income (lower public transport
costs*, lower cafmaintenance castsplower parking costs).
1.2.  Higher socialfinclgsSion (improved access to social and economic opportunities).
1.3.  Improvedsi@althi(inéreasingspublietransport use is correlated with higher levels of
walking, Wwhich supports positiVe physical and mental health).

2. Expected benefits for othentramspdrt'users if it helps to drive a mode shift from private cars to
publié trarsport
2.1. Impréved public transport services (by creating a financial incentive for councils to
increase the fregueficy and reach of services).
22. V' Improved mafagement of traffic congestion due to mode shift to public transport.

8w Expected benefit®for the wider public if it helps to drive a mode shift from private cars to
publiéitransport
34. _ Improved health (due to lower air and noise pollution from private vehicles).
324 Reduced carbon emissions.
* These'benefits can be monetised.

Me do the costs fall?

The main costs of the scheme will be met by the Crown, with an intention to avoid cost transfers to
local government.

The costs of the scheme include:

3. Some CSC holders may switch from walking and cycling to use public transport more often due to the scheme, which would increase their travel
costs. However, they are only likely to do this if the perceived benefits of using public transport exceed the costs of using it.

4. The Ministry could explore mitigation options for these groups, which would require additional investigation.
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Direct subsidy costs for CSC holders (funded by the Crown): $20.1 million decrease in
revenue per year is expected initially, decreasing to $18.1 million by year 10° for option 2.
This decrease is the net impact of two components: ‘lost revenue on existing trips’ and
‘increased revenue on new trips’. Costs would decrease slightly over time, as passengers
would still contribute half the fare price on all new trips. Increasing fare revenue would help to
offset additional costs.

Implementation costs (funded by the Crown): information technology systems, project
management, communications, staff time, and reimbursing councils for the cests of adapting
ticketing systems. These costs are yet to be negotiated and confismeéd! but they are unlikely
to exceed the $4.64 million of Budget funding for 2019/20 alreddyaset aside to establishthe
scheme.

Ongoing administration costs (funded by the Crown and‘thé National Land Transport Fund
(NLTF): some costs will be incurred by the Ministry/of SociabDevelopment (MSD) and the
New Zealand Transport Agency (NZTA), and weuld Be fufided by the Grows. These costs are
yet to be confirmed. Ongoing administration €osts far councilsatould he funded by the NLTF.

Costs to provide additional public transp@ftservices (funded Bypthe NLTF, the Crown, and
councils): existing funding mechanismswould be used'te,fund additional public transport
services. These services are currently funded 50%by.fares®, 25% by the NLTF, and 25% by
councils. Additional services driven by'this scheffie would'be funded 25% by fares, 25% by
Crown subsidies (identified above), 25% by the NEFFyand the remaining 25% to be
negotiated between the/Crown and couneilS™SAdditional public transport services would
benefit all public tranSport users and the\wider public, not just CSC holders, so the Crown
should not be expected to,gover all®f couneil€’ share of fare costs.

What are the likely nd un Wpacts. how significant are they and how will they
be minimised ormitigated?

Significant risks andUnintended impacts associated with the scheme include:

1.

The subsidy costs could be higher (or lower) than the Ministry’s estimates. There is no
teliable data available on how many CSC holders currently use public transport, or where
they travel to. The'Mlinistry made assumptions on public transport use based on information
from the Ministry's Household Travel Survey. The Ministry also made assumptions about how
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.

Councils could choose not to implement the scheme, which would make
Implementation difficult. Although councils were supportive of the investigation, they are
concerned about the pace of implementation and costs. They are still working through the
implications of recent legislative changes, such as the costs of mandatory rest and meal
breaks for bus drivers associated with the Employment Relations Amendment Act 2018, and
a move to an industry-wide living wage. The Ministry needs to maintain a positive working

5. Lost revenue (foregone revenue) is smaller in the long-term, because in the long-term there is greater generation of new public transport trips,

which brings in new revenue that offsets the discounts on existing trips.

6. The Ministry has assumed approximately a 50% national farebox recovery ratio. The Ministry, however, recognises that this ratio varies in the

country, is lower in some regions, and that there is a lack of national consistency in farebox recovery ratio.
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relationship with councils to implement the scheme, as the scheme is likely to be voluntary for
councils to implement (similar to the SuperGold Card fare concession scheme for seniors).

3. The scheme could cause adverse impacts on public transport users if it is
implemented too quickly, or without sufficient planning. Auckland, Wellington, and
Canterbury are already experiencing capacity constraints on some routes during peak travel
periods. These constraints are the highest in Wellington. Additional patronage driven by the
scheme could lead to overcrowding, especially at peak travel times. This overcrowding could
lead to public dissatisfaction, and discourage existing passengers or peopleMvhgawvould
benefit from the scheme. To mitigate this risk, councils need to be given suffigiént time fo
increase the capacity of their networks. Regional phasing will alsgbés¢onsidered. This issue
would need to be addressed in terms of regional needs, capacities, demoegraphics, @ndeguity
concerns.

4. Some fraudulent use of the scheme is likely to beruniavoidable. Some cardholders might
sell or lend their concession travel cards to other p€oplé. This risk cotild partially be managed
by requiring CSC holders to carry their CSC withwthem while travellingion concession fares,
and by considering the appropriateness of efisting penalties fof fraudulent card use. These
measures may require regulatory changes.

5. The scheme would raise equity conecerns. Some CSG holders may criticise the scheme
if they are unable to access public transport services. This consideration may include
CSC holders living in areas without a fégular public transport service (approximately 50%
nationwide based on MSDR estimates), and C8C Jelders with disabilities who have difficulty
using public transport./fhe Ministry could?€Xplore mitigation options for these groups, which
would require additionaldnvestigation. '

Identify any signi Mmpat i the Government'’s ‘Expectations for the design of
regulatory system

This schemefis gémpatible with the Government’s ‘Expectations for the design of regulatory
systems,

ThelMinistry Will need to ‘consider the appropriateness of existing penalties for fraudulent card use
within the/Scheme.(in ¢asa people sell or lend their concession travel cards to other people). A new
regulatory framéwork may need to be established to enforce provisions specific to the scheme,
ineluding the‘possibility of removing a card that has been fraudulently used.

Section C: Evidence certainty and quality assurance

Adency. rating of evidence certainty?

The scheme primarily aims to improve the well-being of many low-income households, including
peoble 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. To investigate the
scheme’s potential to meet the abovementioned targets, the Ministry reviewed evidence on the links
between transport affordability 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
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available to others, which are fundamental for participating in society. This includes access to
education, employment, health services, and sporting, leisure, and cultural activities. While public
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 options (e.g.
providing better public transport services to areas with high concentrations of low-imcome
households), making services more accessible for people with disabilities, and idcreasing household
incomes.

There is a lack of research and data on the extent of transport disadvantages for low-income, people
in New Zealand, or on the most effective ways to reduce these disadVantages. This area has
received insufficient attention in the past. This issue needs to be addressed becausetravel costs for
low-income households are increasing, which could perpetuate(disadvantages. Theaverage weekly
expenditure on passenger transport services among low-ingdme ‘households ifNewZealand
increased by 63% between 2013 and 2017. Anecdotal evidente from Auckland Transport and
Greater Wellington Regional Council (GWRC) also su@gésted\that public transperf costs are a barrier
for many low-income households that use public transport regularly. Based omHousehold Travel
Survey data 2015-2018, even though almost 76% ofthe\€SC holders in Auckland and Wellington
live within walking distance to a regular publig transport service (as\portfayed in Table 8), only 47% in
Auckland and 75% in Wellington used public trapsport in these\regions at least once in the last year.

Many CSC holders might use publicransport more ofténiif fare prices were lower’. However, it is
unclear how much difference thisdntervention would make"®empared to other possible interventions
to reduce transport disadvantages for low-incomé& households (e.g. increasing household incomes, or
increasing the reach and frequeficy of publictransport services to economically deprived areas). The
scope for this proposal Was limited to addréssing the”affordability of public transport fares.

There is also extensive Fesearch thatidemahstrates the benefits of increasing public transport use,

economically (By reducing/managing congestion), for public health (through increased active travel,
and lower air and nojse pollution), andienvironmentally (through lower carbon emissions and other
pollutants).

Wﬁ@iﬁg Agency:

QualiWnce‘Assessment:

WComments and Recommendations:

U Further explanation on the modelling of options and assumptions underpinning impact analysis is provided on pages 9-10.
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Impact Statement: Green Transport Card Scheme

Section 1: General information

1.1. Purpose

The Ministry of Transport (the Ministry) is solely responsible for the analysis and advice set out in this
Regulatory Impact Assessment, except as otherwise explicitly indicated.

This scheme primarily aims to improve the well-being of many low-income houséholds; including
people on a benefit, by making public transport more affordable for these peaplé. [thalso aims to
deliver co-benefits of improving public health, reducing greenhouse gasfemissiens, and managing
congestion, by supporting public transport as a preferred mode of urban travel.

e Key (or in-principle) policy decisions to be taken by:

1. Hon Phil Twyford, Minister of Transport
2. Hon Julie Anne Genter, Associate Minister of TrafiSport
3. Cabinet Economic Development Committee (DEV).

e Stakeholders consulted during the devélopment ofsthis proposals

Ministry of Social Development (MSR)
Ministry of Health (MoH)

New Zealand Transport Agen€y (NZTA)
The Treasury

Local Government NewZealand (LGNZ)
Auckland Transport

Greater Wellington/RegionalCouncil{GWRE)
Environment Cantesbtry (ECan)
Marlborough Ristrict Getincil

10 Hawkes Bay Regionat Coungil

11. Nelson Gity Council

12. Horizons'Regional Council.

CHXNDOAWN

e Finaldecisions'to procéed with,a policy change to be taken by:

T HenPhil TwyferdMinister of Transport
2wkdon Julie Anne Genter, Associate Minister of Transport
3. Cabinet€conomic Development Committee (DEV).

1:2 -KeZEEEis Folnts and Constraints

Scope Limitss

Thesscheme stemmed from an agreement in the 2017 Confidence and Supply Agreement between the
LabouriParty and the Green Party to “investigate a Green Transport Card as part of work to reduce the
cost of public transport, prioritising people in low-income households and people on a benefit.”

The scheme is targeted at CSC holders as these people have already been identified by the
Government as low-income people, including people on a benefit.

The scheme is limited to improving the affordability of public transport for CSC holders, rather than
addressing all transport disadvantages for low-income households.
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1.2. Key Analysis Points and Constraints

Evidence of the Problem

Transport plays a crucial role in providing people with access to social and economic opportunities.
Transport access is shaped by the availability of transport options, the affordability of those options,
and peoples’ abilities (including any physical/mental impairments) to use available options. People
who have difficulty accessing transport due to limited income and/or a lack of available transport
options are often described as ‘transport disadvantaged™®.

Extensive international research demonstrates the important role of transport imcreating an inclésive
society®. The research shows that people who lack affordable access to trahsport have difficulty
accessing goods, services, and opportunities that are available to other§ as afundamental’part of
belonging to society. This issue includes access to education, employment, health services, iealthy
food choices, and sporting, leisure, and cultural activities. An abilitysto be mobile is alsg,impoytant in
the development of social networks and community strengthening'%-Strong socialifietworks are
important for personal well-being, and for growing the capagity of people to overceme,adversity.

Australian research has shown that people who experi€fice thegreatest,risk of,soctal exclusion use
public transport less, and own fewer cars than the rést of the populatién. These people travel less
often, and for shorter distances than people with fewer tisks of sogial exclusion'. Some sub-groups of
the population tend to experience more significanttransport disadvantages than others, including low-
income households, solo parents, children, stiidents, elderly peeple; and people with disabilities’.
Many CSC holders fit within these categofigs.

Research by the European Parliafient has demonstiated that public transport often plays a crucial role
in supporting social inclusion, partieularly for thogeswithout a car or whose mobility is impaired™.
Affordable public transport s€rvigés can providé people with basic mobility, including access to
essential shopping, medieal sewices, and gducation,or employment opportunities. The main barriers
facing socially disadvantagédigroups in,Euroge include the availability of public transport services
(including frequent@ervicesgbetter coverageand reliability), followed by the costs of public
transport'.

As well as makifig transport more accéssible, public transport can provide a fall-back option for low-
income éemmutérs who usually use private vehicles if their vehicles become unavailable (e.g. due to
breakdownhdafmage, th€ft)i5. Imeddition, public transport can improve the resilience of low-income
houseloldsito absorb finapCial shocks. These shocks can include loss of income, or experiencing
higher private transporticosts. These costs could be driven by rising/fluctuating oil prices, carbon

5. Rosief, K, MéDonald, M (2011). The relationship between transport and disadvantage in Australia. Australia: Australian Institute of Family
Studies.

Seelffor example Social Exclusion Unit. (2003). Making the connections: final report on transport and social exclusion.

httodwww.socialexclusionunit.gov.uk/publications/reports/htmi/transportfinal/summary and Mackett, R, & Thoreau, R (2015), Transport,
social'exclusion and health. Journal of Transport & Health 2 (2015) 610-617.

10. Stanley, J, Stanley, J, Vella-Brodrick, D & Currie, G (2010). The place of transpott in facilitating social inclusion via the mediating influence of
social capital. Research in Transportation Economics 29 (2010), 280-286.

& Stanley, J, Stanley, J, Vella-Brodrick, D & Currie, G (2010). The place of transport in facilitating social inclusion via the mediating influence of
social capital. Research in Transportation Economics 29 (2010), 280-286. ~

= Rosier, K, McDonald, M (2011). The relationship between transport and disadvantage in Australia. Australia: Australian Institute of Family
Studies.

s See Directorate-General for Internal Policies of the Union (European Parliament). (2015). Social inclusion in EU public
transport. hitps://publications.europa.eu/en/publication-detail/-/publication/40b4f6de-88dc-42ad-a869-a40b3aab4f81/language-en and Litman, T.
(2011). Evaluating Public Transit Benefits and Costs, Victoria Transport Policy Institute, http://www.vipi.org/tranben.pdf and Cats, O. and Susilo, Y,
0. (2017). The prospects of fare-free public transport: evidence from Talinn. Transportation, 44, 1083-1104. See also Stanley, J, Stanley, J, Vella-
Brodrick, D & Curtie, G (2010). The place of transport in facilitating social inclusion via the mediating influence of social capital. Research in
Transportation Economics 29 (2010), 280-286.

- See Directorate-General for Internal Policies of the Union (European Parliament). (2015). Social inclusion in EU public transport.
https://publications.europa.eu/en/publication-detail/-/publication/40b4f6de-88dc-42ad-a869-a40b3aab4f8 1/language-en

15. Litman, T. (2011). Evaluating Public Transit Benefits and Costs. Victoria Transport Policy Institute, http://www.vtpi.org/tranben.pdf
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1.2. Key Analysis Points and Constraints

charges, parking charges, or congestion charges.

Evidence of the Problem in New Zealand

There is a lack of data on transport affordability and transport disadvantaged communities in New
Zealand. Nonetheless, CSC holders are likely to spend a higher proportion of their income on
necessary travel than higher-income households in New Zealand, and/or choose nét to travel due to
transport costs. CSC holders do not currently receive concessions on most publictrahspert services in

New Zealand'®. Most CSC holders pay the same fares as people from higher-ingome Hiouseholds,
even though transport is essential in accessing opportunities they need, while'it is unaffordable for
them.

The Australian Approach

Public transport concessions are available to low-income hduseholds in mostf/Australian cities. For
example, the state of Victoria in Australia offers a 50% cencession to anyone with a/Health Care Card
(similar to a CSC)". Transport Canberra offers free off-peakitravel to Health Gare Cardholders®. Perth
offers concessions of over 50% to Health Care Cardholders‘and their dependants listed on the card™®.
Brisbane offers a 50% concession to job-seekef§"and.asylum seekersyThese cities also offer similar
concessions to tertiary students and seniors.

Insights from the SuperGoid Card

Experience with the SuperGold Card provides a useful illustration of how lower public transport fares
can drive social and economig’bepefitsifor transport disadvantaged groups. A 2009 review of the
SuperGold Card found thatseardholdérs weresparticipating more in society, enjoying greater
independence, meeting more"people, enjoyingsmore physical and mental activity, and using their cars
less often as a resultwef the public transport,concessions?. This review also found that the social and
economic benefits of the'SuperGold Card"exceeded the costs.

Broader Health'Needs’and Potential Benefits

The sghieme'eould potentiaily improve access to health services for some low-income households. In
2017HM8¢transport costs prevented approximately one in five adults living in the most socio-
gconomieally deprived areas of New Zealand from visiting a doctor. Approximately 3.2% of New
Zealand’s population fage barriers to health due to a lack of affordable transport, with Maori and
Pacific peoples ‘experiehcing higher barriers compared to non-Maori and non-Pacific communities?'.
Some distfict health boards have advocated for lower fares for CSC holders to make transport more
affordable and inclusive®.

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

17. hitps://www.ptv.vic.gov.au/tickets/myki/concessions-and-free-travel/health-care-card/
18.Canberra is currently offering fare-free travel as a trial. https://www.transport.act.gov.au/tickets-and-mywayi/fares/concessions.

19. https://www.transperth.wa.qgov.au/tickets-fares/concession-quide

e https://www.nzta.govt.nz/assets/consultation/super-gold-card/docs/survey-nov-2009.pdf

21. Ministry of Health (2018). New Zealand Health Survey 2017/2018.

22. In 2017, Regional Public Health (which represents the district health boards of the greater Wellington region) supported concessionary fares
for CSC holders because these people often experience transport disadvantages. See Regional Public Health (2017). Submission on Better
Metlink Fares: Proposed variation to fare policies in the Regional Public Transport Plan. hitp://www.rph.org.nz/resources/submissions/2017-

09rphsubmission-bettermetlinkfares.pdf
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1.2. Key Analysis Points and Constraints

Range of Options Considered for the Scheme

Three policy options were developed and investigated for the scheme:

1. Option 1: Fare-free off-peak travel (equivalent to the SuperGold Card concessions).
2. Option 2: A 50% discount on base fares for CSC holders, valid for travel any time.
3. Option 3: A public transport allowance (a set monthly/annual value, valid anty time).

Criteria Used to Assess Options

Each policy option was assessed against four main criteria:

social benefits and impacts (including health) for public tramnsport users
cost effectiveness

transport impacts (particularly on public transport networks’, performance)
ease of implementation.

Eal

Of these four criteria, social benefits and impacts have,been measurédthrough similar experiences

and evidence from international examples, national literature, andtfrom thesSuperGold Card’s
implementation in New Zealand. The Ministrijstested and configmed,the résults of this analysis with
agency representatives from the Governance and Working Groups. The other three criteria were
assessed in different surveys shared with ceuneils giving themthree weeks to respond and give
feedback to the Ministry. Each option had different behefits, cests, and challenges. Table 1
“summarises the costs and bengfitsfor each option.

Table 1: Summary of estimated behefits’and subsidy.costs for primary CSC holders

¢ ) Option 2:
Qptiond: 50% concession,
Fare-free, offspeak any time

Social benefits

Access to employmént, health, and

education Low Medium-high Medium
Additional health benefits (including :
active travel) _ Low Low-med Low-medium
Medde shift Benéfits Low Medium Low-medium
Annual direct' monetised benefit to sk -

CSE holdéfrs (year 1) $24.7 million $29.6 million NA
Annualdirect monetised bengfit'io $35.9 million $43.8 million NA

CSCrholders (year 10
Public transport system impacts

Increase imannual passénger trips: +3.8 million +4.5 million :
year 1 (2.5% increase) (5.4% increase) Depends an Allowance Size
Increase,in@nnual passenger trips: +8.1 million +10.8 million ]
year 10 (3.1% increase) (7.3% increase) Depends on Allowance Size
Impacts on PT capacities Low Moderate " Moderate

~Annual revenue foregone | direct subsidy costs

Foregone revenue (year 1) $33.9 million $20.1 million 0
Foregone revenue (year 10) $44.8 million $18.1 million 0

$30-60 million
Travel allowance 0 0

$100-$200 allowance)?*
Ease and speed of implementation

23. Further analysis and discussion on option 3 can be found in section 3.1 on page 18 and section 3.2 on page 23 of this document.

24. MSD estimates that the total number of CSC holders, excluding the SuperGold Card holders, is approximately 652,131 people. However, the
precise number is unknown. The Ministry considered 300,000 people in this modelling, because MSD estimates also show that, on
average, only 50% of CSC holders are within walking distance of a public transport service, as also reflected in Table 8 on page 26.
Therefore, this calculation reflects the costs for approximately 300,000 CSC holders. For the national total population of 652,131 CSG
holders, these numbers will change to $65.2 million (with $100 allowance p.a.) and $130.4 million (with $200 allowance p.a.).
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1.2. Key Analysis Points and Constraints

Less difficult than other Most difficult, extra
Local Government options capaclty needed Quickest option

No difference between No difference between Whole new system needed,
e e Options 1 and 2 Options 1 and 2 unknown timeframes

Assumptions Underpinning Impact Analysis

The impacts on public transport usage and direct subsidy estimates were generated through a model
developed in collaboration with councils involved in a working group to investigate the nterits of the
scheme. These councils are listed in sections 1.1 and 2.5.

Auckland Transport, GWRC, and ECan used this model to generate estimates using public trahsport
data from their regions. Public transport data from NZTA on othergegions was then supplemented into
this model to develop national estimates.

The assumption underpinning the analysis considered an annual patronage growth tate of 2.5% for
the bigger regions (Auckland, Wellington, and Canterbury)y,and @h annual patrenage growth rate of
0.5% for smaller regions (Gisborne, Invercargill, etc.)®2, Due'to insufficiént data, Northland, Horizons,
Nelson, Marlborough, and Otago were not modelledtin the&nalysis, Theséexcluded regions only
accounted for 3.5% of the nation’s public transport'tsage, which in¢ludes15.36% of New Zealand
population and approximately 18.02% of the population of CSC holdérs?®. An annual fare (price)
increase of 2% was also considered in the ' model. Based ofrthese assumptions, the total patronage
(trips) per year in peak and off-peak times, andthe totalsevenue per year (trips multiplied by
fares/price) were calculated.

The increase in demand brought oh by‘the scheme discounts was estimated using elasticity
coefficients (which measured the demand ché@nges insesponse to price changes). The elasticity
coefficients varied for peak@andioff-peak timessand increased in the long run (as it would take time for
people to change theikiravelb&haviour)?”\Theymodel did not account for inflation (hence does not use
"real" fare changes) begause the model only'nheeded the relative price difference between the base
case and the intervention. Incorporating ihflation (to calculate real fare changes) would not change the
relative price différenge, thus, would not'change the comparisons between options.

Consultationtand Testing

Gouncilsyon the working'group (identified in section 2.5) were consulted throughout the development
of the"model to ensure all agreed on the underlying assumptions and the formulas. The model
produced pointestimatés (rather than range estimates); therefore, there was a degree of uncertainty
around thefoutputyThis uncertainty was primarily due to the fact that the vast majority of councils do
not know hew many of their customers are CSC holders. The proportion of total patronage that were
CSCtolders was estimated through a smaller side-model. This side-model used the data from MSD
amdithe Household Travel Survey, and was later incorporated into the main model.

During the development of the demand/revenue model, the working group (via their modellers)
provided frequent feedback on both the structure and the underlying assumptions. Individual
consultations were also undertaken with experts from Auckland Transport, ECan and GWRC. All were
satisfied that the model provided reasonable indicative estimates of the expected changes in both

25. These rates were determined in conjunction with the councils and follow recent trends.

26, Data Available at:

http:/inzdotstat.stats.govt.nz/wbos/Index.aspx?DataSetCode=TABLECODE7502& ga=2.11388082.762277126.1564355262-
277089812.1547593032

27. The price elasticity of demand was -0.28 in the short-term, and -0.55 in the long-term (both multiplied by between 75%, 110%, and 150%, to

represent peak, off-peak, and weekends).
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1.2. Key Analysis Points and Constraints

demand and revenue.

Impact Analysis of the Data

Based on this analysis of options, option 2 (a 50% concession for CSC holders, any time) offered the
best balance of value and benefits. This option was also the most-preferred option of the councils
involved in investigating options (with the exception of GWRC that preferred option’3). Altogether, the
results of the analysis on the options are summarised below:

1. Option 1: Free off-peak travel (equivalent to the SuperGold Card concessions):

1.1. Social Impacts: the benefits are likely to be low while the costs@re likely to be higfierthan
other options.

1.2. Implementation Costs: the costs are relatively lower thanether options as this,option aligns
with the systems/ticketing processes already set up for SuperGold Card.

1.3. Implementation Difficulty: the implementation is le§s difficult and thgfimpacton public
transport capacity is lower than other options.

2. Option 2: A 50% discount on base fares,fon, CSC holders¢valid foritravel any time,

2.1. Social Impacts: the benefits are higher.than‘eption 1. Medium-level benefits are anticipated.

2.2. Implementation Costs: the costs aréhigher than other options due to the need to set up new
systems and processes for a new concession. For example, Auckland provided a high-level
estimate of around $500,000 for the initial costs ‘of ticketing changes.

2.3. Implementation Difficultysthesimplementatioh isimore difficult than option 1. Provisions to
accommodate the ingreased demand for public transport should be predicted, and changes
to the ticketing systemmeedsto be planned.

3. Option 3: A publicdransport allowance (a set monthly/annual value, valid any time).

3.1. Social Impacts: the bénefits are higher than option 1. Medium-level benefits are anticipated
depending on the allowance Size.\Compared to option 2, the allowance would benefit
irregular users of public transport more than regular users, unless the allowance is very high
(whieh wodtld be prohibitivelyrcostly).

3.2. Implementation Costs: nochanges would be needed to ticketing systems on buses and
trains. However,"eentral government would need to design a new system to transfer
altowancesiio registered travel cards. Councils could also face higher administrative
burdep’s and cests for top-ups compared to other options.

3.3. Implementation Difficulty: implementation could be more or less difficult compared to other
options, as a bespoke system would need to be designed and it is unclear how long this
systemwould take to develop. Implementation issues were not fully investigated as it
became apparent that option 2 offered more benefits.
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Section 2: Problem definition and objectives

21 Whatis the context within which action is proposed?

The scheme aligns with the Government'’s overall objectives for the transport systém, trahsport outcomes
framework, and strategic priorities.

In 2018, the Ministry of Transport (the Ministry) worked with other central government transport agencies to
develop an outcomes framework for the transport sector?®. This framework identifies what the Gov ent
is aiming to achieve through the transport system. The framework now guide gover t
transport planning and policies, and provides a framework to help the Govern elop its prioritigs for
the Government Policy Statement on Land Transport (GPS). This framgWork'is summarised,i 1.

Figure 1: Transport Outcomes Framework

’ Transport Outcomes

™ X Lo e -
Inclusive access . P ... Y ly & B pE _g

Enabling all people to participate in rotecting people from
society through access to social and transport-related injuries and harmful
economic opportunities, such as work, pollution, and making active travel
education, and healthcare. an attractive option.

| Economic prasperity &

Supporting econa
vialocal, regional, a

o Environmental sustainability

Transitioning ta net zero carbon
emissions, and maintaining or
improving bicdiversity, water quality,
and air quality.

Minimising and managing the risks from

natural and human-made hazards, anticipating

and adapting to emerging threats, and recovering
effectively from disruptive events.

Thefsc gontributes to the following outcomes of the transport outcomes framework:

improve their wellbeing by reducing/removing cost barriers to travel.
Environmental sustainability — it would encourage people to travel by public transport, which is a
lower carbon form of travel than using a private car.

3. Healthy and safe people — it would encourage people to use public transport that increases
physical activity levels with people walking to/from public transport stops/stations more often. Public
transport is also the safest form of transport, and helps reduce harmful pollutants from private

0 Inclusive access — it would make it easier for low-income people to access opportunities that
2,

28. The framework can be downloaded from https://www.transport.govt.nz/multi-modal/keystrategiesandplans/transport-outcomes-framework/
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motorised vehicles.

The scheme also aligns with the direction of the GPS 2018/19-2027/28, which includes three strategic
priorities to improve access, safety, and environmental sustainability. In particular, it will help meet the
following objective of the current GPS:

“Access Objective: A land transport system that enables transport choice and access:

93. Transport provides access to economic and social opportunities and is key t@ supporting social
engagement and inclusion, as well as access to essential services sichasedtcation, healthcare
and employment. Public transport plays an important role, not only in increasing theseapatity-of the
network, but in enabling access for those people whose transport choices are limited,

94. GPS 2018 supports investment in services that make public fransport moreyafterdable for those
who are reliant on it to reach social and economic opportunities (for example, people on low
incomes or who do not have access to private tranSport options).”

Strategically, the scheme could play an important roletin the Governmeént's broader transport agenda.
Urban transport costs are likely to rise further in the decadés aheagd,due to¥factors such as higher oil
prices, initiatives to decarbonise transport (e.g. fuel efficiency standards)pand demand management
initiatives to manage road congestion (e.g. roadpricing). The scheme would help to counter the effects of
rising transport costs for many low-income Reuseholds in thefuture by providing an affordable alternative
to private car travel.

The scheme would help balap€e the need for better publi®transport services while addressing the
affordability aspect of public transport. Auckland Transport, GWRC, and Environment Canterbury are
prioritising more extensive andifrequent puklic transport services in their new networks rather than
reducing public transport faress The scheme Would enable councils to target concessions at low-income
people, while also in¢reasing services; (

There is a lackof.data on transport afferdability and transport disadvantaged communities in New Zealand.
Nonetheless, CSE€ are likely te spend a higher proportion of their income on necessary travel than higher- .
incomerhouseholds in New,Zealand, and/or reduce/abandon travel due to transport costs. CSC holders do
not currently receive concessions on public transport on most of New Zealand’s public transport
nétworks?%¢Most CSC helders pay the same fares as people from higher-income households, even though
transport is essential to@ccess the opportunities that they need.

If the scheme is net introduced, CSC holders would not use public transport as regularly as they would if
the schémeéxists. Instead, they would:
¢, avoid travelling to access some social and economic opportunities, which could limit their
participation in society, and/or
e | use private vehicles instead of public transport, which are often costly to run and maintain and have
a higher impact on greenhouse gas emissions3%3!, air/noise pollution, and congestion at peak
travel times in dense urban areas.

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

30. Based on the data from the Ministry for the Environment, of the total 15,935.72 kilo tonnes of green house gas emissions in transport in 2017,
emissions from road transport were at 14,456.73 kilo tonnes. Of this amount, 9,353.18 kilo tonnes were released by cars, while only
1,505.01 kilo tonnes were released by heavy duty trucks and buses combined. Data available at:
hitps://emissionstracker.mfe.govt.nz/#NrAMBoCYEYF12NcAiAcgUwC7PsSVRoB2XADhR1IA

31. "Transport emissions increased 82% over the period 1980-2017, with emissions from road transport increasing by 83%. This compares with
23% for emissions across the economy. Light vehicles produce two-third of transport emissions and contribute to 13% of total domestic
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e travel via other affordable modes, such as walking and cycling. These modes are mostly suitable
for short distances.

It would also be more difficult to meet the Government’s goals for achieving a transport mode shift from
private vehicles to public transport in urban areas.

The Ministry recognises that the scheme would only improve the affordability of public transport. It would
not directly improve the availability of public transport services. However, the schefme might also provide a
stronger incentive for councils to improve public transport services in areas whereyniany,CSC holders live.
This improvement will occur if the scheme drives up public transport patronage inthese areas.

The scheme would help balance the need for improving public transpeft services, and for addfessing
affordability. Auckland Transport, GWRC, and Environment Canterbury areprioritising more extensive and
frequent public transport services in their new networks, rather thanireducing public transport fares. This
scheme would enable councils to target concessions at low-income people, while ceuncils continue to
expand and increase services.

An alternative approach to reducing transport disadvantages could iny@lve ingreasing household incomes,
as proposed by some stakeholders (e.g. by increasing ‘bepéfits, allowances, or the minimum wage).
However, this approach would not deliver any of thesahticipated co-bénefits of the scheme (e.g. for health,
environmental sustainability, and managing road eengestion).

Another approach to reducing public transport®Costs, amehconsequently transport disadvantages, would be
reducing the farebox recovery ratio acrogs the wholg country,or in some regions. However, this approach
could not target the low-incomé hougeholds andAfenCSC holders, and would not serve the purpose of the
scheme. Furthermore, redu€ingsthe farebox recovery ratio would need to be decided through the GPS and
the NLTF, which would ificrease,other cost§ andcemplications.

The scheme would'alse,contribute to.the fallowing indicators of well-being developed by Statistics New
Zealand®2,
e supporting more contact with family, whanau, and friends: through having a more affordable
public transport, andencountering relevant social problems such as loneliness
e ¢ countering homelessness: by enabling low-income people to affordably travel to/from outer-urban
areas where more afforédable homes exist
» “having quality leisure and personal time, and increasing life satisfaction: through more
affordable public transport, and by freeing up disposable income for alternative uses
e crealing a'sense of purpose: providing more access to employment and communities through
affordableypublic transport services
e 4 contributing to reducing illnesses: attributable to air quality and air pollution from motor vehicles,
and increasing active travel which has positive benefits for physical and mental well-being.

emissions”. Ministry of Transport (July 2019), Moving the Light Vehicle Fleet to Low-Emissions: Discussion Paper on a Clean Car Standard
and Clean Car Discount.

32. Indicators Aotearoa New Zealand: Wellbeing Data for New Zealanders, available at: https://wellbeingindicators.stats.govt.nz/
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2.2  What regulatory s&étém or éystems, are already in p-Iabe?

Regional councils are legally responsible for planning public transport systems, and for setting Iocal
public transport base fares and concessions.

Pursuant to section 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”. The scheme would assist NZTA and regional councils to
meet their obligations to consider the needs of low-income households, who are aftengdransport
disadvantaged compared to other groups in society.

All regional councils in New Zealand offer public transport concessions td some,of these sub=groups
although the base fare and concession rates vary between councils. All regional 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-freelduring.off-peak peridds=in,most
regions, children/youth aged 5-15 receive a 40-50% concession omadult fares/{although there are
differences in age bands). The exceptions are Christchurchi(whereschildren réceive a concession until
17 years old), Queenstown (where the concession is 26%)yanddnvercargill (whére'there are no
concessions for children over 5).

Most regional councils do not offer public trangport, concessiongito GSC holders. Only Hawkes Bay,
Taranaki, Horizons (Manawatu-Wanganui), Nelsen, and Tasman offer concessions to CSC holders, of
up to 30%. These regions account for only 2% of‘all public trarspert passenger trips in New Zealand.

This issue is a significant gap foraddressing transport disadvantages, as CSC holders include low-
income households, solo parefits, peopl€ with digabilities, tertiary students from low-income families,
and economically deprived.seni@rs. As notedsbove, these sub-groups tend to experience more
transport disadvantages thap6thers in the Sociéty.

2.3 Whatis Moblem@mity?

This issue has beep’discussed in section C of the Coversheet, and sections 1.2, 2.1, and 2.2 of the
Impact Statement.

@Ihera a‘r eortt?aints on the scope for decision making?

The'main constraint'ef'this scheme is that the scope was determined by an agreement in the 2017
Confidence aptl Supply Agreement between the Labour Party and the Green Party to “investigate a
GreengTransport Card as part of work to reduce the cost of public transport, prioritising people in low-
incometouseholds and people on a benefit.” '

The Ministry did not investigate broader interventions to reduce transport disadvantages through other
means (e.g. expanding public transport networks to low-income communities, or increasing household
incomes). The Ministry’s approach to these alternative interventions are reflected on page 15 of this
document.

The main interdependency with the scheme is the Government Policy Statement on Land Transport
(GPS). The current GPS supports investment in services that make public transport more affordable
for those who are reliant on it to reach social and economic opportunities (for example, people on low
incomes or those who do not have access to private transport options).
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The scheme would increase the demand for public transport services, which would need to be co-
funded through the National Land Transport Fund from 1 July 2021 onwards. To enable this process,
the impacts of additional public transport demand would need to be factored into the next GPS 2021.

The scheme would also need to be integrated with the development of the National Integrated
Ticketing System (NITS), which is scheduled for implementation from 2021 to 2026.

2.5 What do stakeholders think? K&

The stakeholders involved in the process of consultation, modelling of options, and‘degision-making
are noted in sections 1.1 and 1.2.

In February 2019, the Ministry established governance and working groups,for the investigation.
These groups involved representatives from the Ministry of Trangpert (the Ministry), the Ministry of
Health (MoH), the Ministry of Social Development (MSD), the Treasury, New Zealand=kransport
Agency (NZTA), Local Government New Zealand (LGNZ), Greateg Wellingtop'Regional Councll,
Auckland Transport, Environment Canterbury, Marlborough, District Council, Hawkes Bay Regional
Council, Nelson City Council, Horizons Regional Council,"andyProject NEXT, The“governance group
met monthly from March to June 2019, while the working group met fortnightlydduring this period.

It is likely that the scheme would be voluntary for cotingils to join, similanto the SuperGold Card
scheme.

Councils were supportive of the investigation®™The scheme ceuldassist councils to better consider and
address the transport needs of digadvantaged low-incomespeople. Their main concern is that if the
Government decides to implentent the scheme, ihére would need to be sufficient time to adapt
ticketing systems, and to increase the capacity (of some public transport networks (particularly for peak
services) with additionalehicles and drivers.

Some councils are @lreadysstfuggling to provide sufficient peak-hour services due to driver shortages.
Councils and LGNZ ‘also emphasisedithat€osts of the scheme should not be transferred to local
government,@ndghatthere needs towbe 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. GWRCihasgndicated that it would take two years to increase network capacity.
GWARC alsonoted that the ifplementation of the scheme on Wellington trains would be delayed until
integratedicketing is‘introduced in 2021.

Members of the'govermance group and the working group emphasised that a scheme to reduce the
costs of publictransport for CSC holders may not necessarily be the most effective intervention to
reduce tfangport disadvantages for all low-income households. The Treasury has also raised this
congérn®®. However, the scope of the scheme is not intended to address all transport disadvantages. It
only addresses the affordability of public transport, and lower public transport fares for CSC would
reduge transport disadvantages for many CSC holders while delivering social, economic, and
environmental co-benefits.

Further consultation is planned after Cabinet considers this proposal. The consultations will primarily
be with councils, and if time permits, with community groups that work with CSC holders.

A privacy assessment will be conducted during the establishment of the scheme. This assessment will

33, Alternative interventions and Ministry’s approach to those interventions are discussed on page 15 of this document.
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follow the same approach used for privacy assessments for automating the eligibility processes for
SuperGold Card concessions.

Regarding the impacts of the initiative on the Maori, iwi, and hap0, the Ministry has not yet conducted
an impact assessment on Maori communities. The Ministry currently has data on Maori who have »
CSCs. However, at this stage, the Ministry has not been able to conclude that public transport costs
are a higher barrier for Maori and Pacific people compared to non-Maori and non-Pacific communities
(See Ministry of Health (2018). New Zealand Health Survey 2017/2018). The Ministry also does not
have data on how many Maori and Pacific people live in areas with good access(to pblic transport.

The following government agencies were consulted on this paper: the Department,ofinternal Affairs
(DIA), MoE, MoH, MSD, NZTA, and the Treasury. The Department of Prime Minister and @abinetweére
notified. MoT and MSD support the proposed scheme. MoH supports theaims of the proposed
scheme. However, it notes that there are regulations which prohibitthe use of CSCs as a form of
evidence of eligibility outside of the health sector. MoH is engagdingwith MoT on thississiie, as also
noted in section 5.4. NZTA supports this initiative, but shares’couficils’ concenms arotind the need to
allow sufficient time to implement the scheme. DIA sees Benefits in the prop@sed s¢heme, and notes
that it would be appropriate for the scheme to be voluptaryfoncouncils te jein.

Section 3: Options identification

3.1 What options are available to address tﬂbbhg \Y T

As noted in section 1.2, three optighs wete developed,

1. Option 1: Free off-pe@k travel (equivalent to the SuperGold Card concessions).
2. Option 2: A 50%discount.oh base fares for@SC holders, valid for travel any time34.
3. Option 3: A publiestransport allowaneé (a set monthly/annual value, valid any time).

Initially there were twa®ptions (1 afd 2)for investigation. Through the working group, option 3
emerged as a'poténtial’alternative. This option had merits — but the benefits were likely to be relatively
lower than optiom24(dependifig on the size of the allowance) and it came with greater uncertainties
and risks in‘partiéular®:

» “lhere was greatambiguity around establishment costs depending on the allowance and
implementation gptions. A bespoke automated system would need to be designed to transfer
money4rom, central government to travel card holders every 3-6 months. It was unclear how
feasible itwould be to create this system with sufficient safeguards. It was also unclear what it
woulld cost to develop and administer this system.

-4 This option had a higher risk of commodification and fraud. Contrary to option 2 that grants
discount to those eligible, option 3 would provide CSC holders with a travel allowance that
could be treated like a commodity and sold.

= There might be no mechanism to retrieve the unspent money on travel cards in option 3, which
would be an inefficient use of crown funding.

- Option 3 provided a fixed allowance, which could create uneven transport outcomes, given

34. A 50% concession is selected because it strikes a fair balance between making public transport more affordable for CSC holders, and

managing the costs of the scheme for the Government. Councils apply different base public transport fares across New Zealand, but the
concession rate should be equal across regions. This consideration would still give councils the flexibility to set their own adult base fares.
The percentage of the discount could be reconsidered after implementing and reviewing the scheme.

35. Further analysis of option 3 can be found in section 1.2 on page 9 and section 3.2 on page 23 of this document.
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individuals have different needs. Some CSC holders who travel long distances or regularly
might exhaust their allowance quickly. This issue would not support the goals of the scheme in
terms of mode shift and transport outcomes.

Before completing the investigation, the initial advice to Ministers was that option 1 was likely to be
preferable, as it would be the easiest to implement and would make use of spare capacity on existing
public transport services. The collaboration of the Ministry with other agencies and councils made it
clear that this option would still be difficult and costly to implement in some regions; and it would not
provide significant social benefits compared to alternatives. The modelling work < that was co-
developed with councils — also demonstrated that option 1 would significantly b&more‘expensive than
option 2. Therefore, option 2 was chosen as the preferred approach of the sghieme» The working, group
and governance group made major contributions to develop these options.

The Ministry initially considered two possible approaches to phas€the scheme to implementit more
quickly or to reduce capacity pressures on the councils. Thes€'gptions:and the relevant-anmalysis were
as follows:

1. Phasing implementation regionally: The schemnie could be implemented‘n each region as
soon each region is capable of joining it. However, the govenfance group noted that some
regions would not support a region-by-regiomapproach due,to equity concerns.

2. Implementing off-peak concessions first; then including\peak services at a later date:
This approach would alleviate someéconcerns coungils.have about capacity issues. If the off-
peak concessions were 509 the scheme would havelimited benefits. If the off-peak
concessions enabled faré<free travel, CSC holdérs could resist any subsequent changes to the
full off-peak entitlements at alater stage!

In late July 2019, the Mifiistry devéloped and diseussed six phasing options with the members of the
Governance Group. Thes€ options are sumrharised in the Table 2.

Table 2: Phasing’Options for the Scheme

Phasing options /" Description"

Gedfgrabhic Some re_g_;ions could proceed with the scheme first, while other regions facing
gapacity challenges could proceed later.

Off-peak, on—peak The 50 percent discount could be applied during off-peak hours first, while on-
peak discounts could be applied at a later date.

Percentage discount A smaller discount (e.g. a 25 percent discount) could be applied first, while the
50 percent discount could be introduced at a later date.

Modal In regions such as Auckland and Wellington, applying discounts to certain
transport modes first could be considered first (e.g. buses before trains).

=bommunity Services | Some CSC holders (e.g. veterans) may receive the scheme first, although this
Card holder option may be difficult to implement and justify.

A combination of the | The Ministry may also consider different types of phasing for regions, given that
above each region faces different challenges.
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The Governance Group excluded “modal phasing®, and “CSC phasing” as viable options. “Modal
phasing” is unlikely to seriously address the capacity issues that councils may face as a result of
additional patronage due to the green card. As for “CSC phasing”, the Governance Group’s view was
that it would be very difficult to distinguish which types of CSC holders are “needier” and should
receive the scheme first, and would be difficult to justify.

“Percentage discount” and “off-peak, on-peak” phasing are more workable for councils, although they
also come with implementation challenges. The key drawback of a “percentage disCount” phasing
option is that councils may find it difficult to integrate new discounts into their existing systems. “Offs
peak, on-peak” phasing would miss a key objective of the scheme, which is to epable'CSC holders to
access work opportunities during peak hours.

MoT is currently considering recommending councils that are unable to implement the,schemg in mid-
2020 two options for phasing:

1. Option A: implement the scheme in their region in 2021,

2. Option B: partially implement the scheme in heir region'in 2020 it is,necessary to address
capacity concerns, and agree on when the $cheme will be fully implemented. For example, a
council could choose to offer a lower coneession rate for C8Gsholders initially, or limit
concessions to off-peak travel only.

The Ministry also worked with councils to investigate the,card,meghanism for the scheme (i.e. creating
a stand-alone branded ‘green trangport ¢ard’, using GSCs/as travel cards, or using existing travel
cards in each region). The mosigstraightforward andscost-effective approach is to use existing travel
cards in each region. This apgroach will' enable ¢ards to work with each region’s existing ticketing
system, and collect revenuerandiiravel datawhich,is essential for planning and operating efficient
public transport networks,Fhe registration proCess would need to be accessible for people with
disabilities and impairmentswpand those withouhinternet access.

3.2 What criite dition to mon)arvy costs and benefits, have been used to asséss the
likely impacts of tie optiow consideration?

o

As noted in section B of the/Coversheet, and section 1.2 of the Impact Statement, the cost-benefit
analysis of each pglicy option of the scheme was conducted against four main criteria: social benefits
and impacts (including health), cost effectiveness, transport impacts (particularly on public transport
networks’ performanee), and ease of implementation. These impacts can be found in the
abovementionéd sections. Based on the investigation and analysis, the Ministry has concluded that
options2 is the best approach towards implementing the scheme. Table 3 depicts the annual national
increase’in passenger trips (patronage) and subsidy costs (to cover fare revenue forgone) for options
1 and:

Table 3: Changes in Passenger Trips and Revenue Forgone

Option 1: Free off-peak Option 2: Half-price all day

Short term (12 months) Long term (10 years) [Short term (12 months)| Long term (10 years)

Increase in Patronage
Northland N/A NA
Fare Revenue Foregone
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Increase in Patronage 2,297,342 4,719,815 2,717,366 6,209,625
Auckland

Fare Revenue Foregone -$19,974,601 -$25,069,077 -$11,437 442 -$9,657,732

Increase in Patronage 92,002 189,015 115,708 261,346
Waikato

Fare Revenue Foregone -$544,275 -$683,929 -$350,254 -$315,696

Increase in Patronage 72,511 148,972 98,365 221,819
Bay of Plenty

Fare Revenue Foregone -$420,188 -$528,377 -$285,169 -$259,411

Increase in Patronage 6,936 14,251 19,668 43,884
Gishorne

Fare Revenue Foregone -$53,637 -$67,772 -$49,265 -$46,821

Increase in Patronage 38,300 78,687 54,259 122,252
Hawkes Bay

Fare Revenue Foregone -$268,457 -$337,493 -$178,938 -$162,443

Increase in Patronage 5,504 114809 13,826 30,889
Taranaki

Fare Revenue Foregone -$63,112 -$79,687 -$55,764 -$52,896

Increase in Patronage
Horizons N/A NA

Fare Revenue Foregone

Increase in Patronage 846,420 2,076,374 1,046,640 2,867,794
Wellington

Fare Revenue Foregone -$9,206,810 -$13,846,794 -$5,902,561 -$6,067,832

Increase in Patronage
Nelson N/A NA

Fare Revenue Foregone

Increase in Patraniage
Marlborough N/A NA

Fare Revenue Foregone

Incredse in Patronage 421,556 866,074 479,074 1,096,968
Canterbury

Fare Révenue Foregone -$3,327,982 -$4,176,130 -$1,876,888 -$1,672,001

increase in Patrgnage
Otago N/A NA

Fare Revenue Foregone

Increase in Patronage 3,575 7,345 4 884 11,012
Invercargill

Fare Revenue Foregone -$16,944 -$21,420 -$15,938 -$16,139

Increase in Patronage 3,784,149 8,111,841 4,549,791 10,865,589
Total

Fare Revenue Foregone -$33,876,006 -$44,780,676 -$20,152,219 -$18,149,971

The Ministry conducted a Benefit Cost Ratio (BCR) analysis of the direct financial benefits to CSC

holders, relative to the direct subsidy costs (decrease in revenue), for options 1 and 226, The results of

the estimated benefits (consumer surplus gains) are summarised in Table 4%7.

36. The data represents the ‘consumer surplus’ that CSC holders would benefit from as a direct resuit of the scherﬁe.

37. The user benefits of reduced public transport prices are estimated by calculating the increase in consumer surplus. Consumer surplus
represents the difference between the maximum price that consumers are prepared to pay, and the price they actually have to pay (the triangle
area below the demand curve and above the price). The change in consumer surplus is essentially a proxy for the change in the economic
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Table 4: Consumer Surplus Gains

Option 1: Free off-peak. "|Option 2: Half-price all day

Short term (12 months) Long term (10 years) |Short term (12 months)| Long term (10 years)
Auckland | 15,290,877 21,274,860 16,135,496 22,488,031
Waikato 523,389 730,535 525,168 725,103
Bay of Plenty 395,140 550,535 417,974 575,995
Gisborne 45,458 62,035 63,277 ; 86,222
Hawkes Bay 257,782 358,634 246,884 %, | 339,879,
Taranaki 51,567 70,536 78,518 100,298
Wellington 5,674,124 9,359,733 ; 95_3'43;'01'9 5,590,152
Canterbury 2,487,959 3,465,742 2,756,630 13,850,488
invercargill 1175 15,582 \ AT G T 42,307
Total $24,737,472 $35,888,182 W | $29,592,673 $43,798,475

Based on the findings above, the Ministry calculaied the ecofemic efficiency (value for money) of the
investigated options. These findingsare,demonstratedgh Table5 as the benefit-cost ratio (BCR). A
BCR of 1.47 means for every $1 ofidirect'subsidy costy$4.47"ef direct benefit would be generated for
CSC holders who use public transporty

Table 5: Benefit-Cost RatioABCR)

Optiond*Free dff-r}éak e \ i Option 2: Half-price all day

‘-@'fagﬁeﬁ%ﬁz months) i@g term (10 years) | Short term (12 months) | Long term (10 years)
) W 4 o«

BCR 0.73 0.80 1.47 2.4

The Ministry’s analysis Shows that option 2 would deliver more social benefits than option 1, as many
CSC holderssneed tadtravel at peak times to access work, education, and health services.

Furthepmoreg option 2 has more potential to encourage a mode shift from private vehicles to public
transporiswhen roads are most congested at peak times, which would enhance the social, economic,
and‘environmental benefits of the scheme.

Option 1 was 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.

Additionally, subsidy costs for option 1 would be higher than option 2, because in option 2, CSC
holders would still contribute a portion of the fare if the concession was 50%, so the subsidy for each
trip would be lower. Over a decade, annual subsidy costs for option 1 could have been twice as high

wellbeing of the users. See NZTA (2018) Economic Evaluation Manual, available at: hitps://www.nzta.govt.nz/assets/resources/economic-
evaluation-manual/economic-evaluation-manual/docs/eem-manual. pdf
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as option 2.

Implementing 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).

The total cost of option 3 depends on the size of the allowance. For example, if the allowance was
$100 per year, it would cost $65.2 million p.a. to provide this allowance for 652,1314CSC holders
nationwide. If the allowance was $200 allowance per year, it would cost $130.4 miilliof1.

It is not possible to model the costs of this option using the same approaches employed in options 1
and 2. To enable a comparison of options, it is more appropriate to consider what the equivalent
allowance size would be with the similar costs of options 1 and 2. Table 6'summarises this‘analysis:

Table 68: Amount of annual allowance for option 3 with the costs of options 1 and 2/for the total population 0K CSC holders

Option 1: Free off-peak only | DOption 2: 50% concession anytime
Short term Long te Long term
(1 year) {1 (10 years)
Estimated Costs $33.9 million ‘ $44.8mil million $18.1 million
Equivalent Allowance 38
$51.98 $68.70 $30.82 $27.76
per CSC Holder p.a.

The results of this analygisthighlight that the same,cests as options 1 and 2 would not produce
meaningful allowances and outcomes for CSC holders. For example, to provide an allowance to
652,131 CSC holdérswithithe same_costs\of option 2, the amount of the allowance in the short term
would be $30.82 annually. CSC helders might not be incentivised to receive a card with this allowance
and take advanta@e ofithe scheme ifthetallowance was set this low.

Even if only 50% of CSC holders (who are within walking distance to a public transport service) use
the allowances and the eguivalent allowance was doubled on the assumption that half the target
pepuldtiondvould not'use it, the equivalent allowance would still only be $61.64 with the same costs of
option 2'in the short term.

The Crownyscould peténtially design an allowance system that retrieves money that has not been
loaded ah tostravel cards in each region, and reallocate those allowances to CSC holders who do take
advaritage of the allowance. Nevertheless, this option would be significantly more complex for central
goverment to implement. A bespoke automated system would need to be designed, developed,
tested, and implemented to transfer allowances from central government to registered travel cards in
each region, and to retrieve the unused amount. It is unclear how long this system would take to
develop, what it would cost, or how practical or possible it would be. Ongoing administration costs for
option 3 could also be higher than other options. Once the travel allowance is loaded on to travel
cards, it would also be impossible for the Crown to retrieve unspent money. This issue could result in
wasteful spending. These considerations have also been reflected in sections 1.2 and 3.1.

38. As explained in footnote 4 on page 3, Lost revenue (foregone revenue) in option 2 (the preferred option) is smaller in the long-term, because
in the long-term there is greater generation of new public transport trips, which brings in new revenue that offsets the discounts on existing
trips.
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Furthermore, CSC holders who are regular public transport users, and/or need to travel long distances
could quickly exhaust the allowance in option 3. Compared to option 2, the allowance would benefit
infrequent users of public transport more than frequent users, unless the allowance was very high
(which would be prohibitively costly).

Even though option 3 would be easier for most regions to implement, as it would not require changes
to concession profiles or ticketing systems, it would not provide the best outcomes for the scheme.

3.3 What other options have been ruled out of scope, or not considared,\&w f' %

Besides the three options discussed previously, a fourth option could have beest investigated toimake
public transport fare-free for CSC holders at any time of day. This optiowas excluded early'in,the
process because of the significant costs for central and local government, and because it could have
had detrimental impacts on the capacity of existing public transpofthetworks to meet pagsenger
demand.

The investigation considered including dependants of CSChéldess in the scheme. MSD estimates that
there are approximately 300,000 dependants of CSColdets. Mowevergthere is fio data available on
the names, addresses, or ages of dependants. Thi§data would need‘to be collected from all CSC
holders, at significant cost, before deciding whether tosnclude thefifin,the secheme.

Dependants of CSC holders do not have their own CSC. Providing\all dependants with a CSC, if
necessary, would also add significant costs.

Most dependants of CSC holders alteady receive ghildouth concessions when travelling on public
transport.
e All children under five"years,old can alrgady travel for free on public transport anywhere in New
Zealand.
e [n most regions; ehildrenfyouth aged 5+15%eceive a 40-50% concession on adult fares (although
there are differencés in age bands).
e AucklandIransport is planning teyintroduce fare-free travel for children/youth 15 years and
younger on‘weekends and public holidays. Hamilton City Council is also planning to introduce a
similarscheme.

TheMinistry, therefore \advised against including dependants in the scheme, as the costs are likely to
outweigh the bengfits significantly (given the wide-range of existing and planned child/youth
concessions).
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The Ministry also modelled how many CSC holders live within walking distance of a regular
public transport service (i.e. a service that operates at least every 30 minutes during the
day), to understand how many CSC holders might benefit from the scheme.

Table 8 summarises the findings based on the data provided by the MSD. The data is based
on a walking distance of 500 meters from a bus stop or ferry terminal, and 1km from a train
stop or rapid bus service. The Ministry’s investigation demonstrates that more than 75% of
CSC holders in the largest urban areas (Auckland, Wellington, and Canterbusy), and
approximately 50% of CSC holders nationwide live within walking distancetof afregular publie
transport service. However, there are some economically deprived areas (e/ghin South
Auckland) that are known to have less access to public transport.

Table 8: Number of CSC holders living within walking distance of.a reqular public transport service
(excluding SuperGold Card holders with a CSC)

CSC holders in walking
City or Region CSC holders* distance of a regular P
service
Aif.x_ £ i
Auckland 161,577 122,063 76%
Hamilton 24,664 15,624 63%
Rotorua 9,969 7.280 73%
Tauranga 14,902 84649 58%
Napier District 8,432 : 1,600 19%
Hastings District 8,082 2,632 31%
Palmerston North 11,342 Data unavailable Data unavailable
Greater Wellington 47 367 36,039 76%
Canterbury 42,771 33,335 78%
Queenstown Dis 407 225 55%
16,030 13,315 83%
Vtwa NA ' NA
y V -
‘National Total 524,974 241,064 46-55%***

Source: Ministry,of S6€ial Development (2019), using public transport data modelled for the New Zealand Transport Agency by
39
MR Cagneydn 2018

** Géocoded location data was unavailable for approximately 17% of CSC holders
***The national percentage includes a range, due to the lack of some geocoded data

The scheme would likely benefit a greater number of women than men. As of January 2019,
57% (529,439) of CSC holders were classified as female, and 43% (391,994) were male.

39. Auckland refers to Auckland, Hibiscus Coast, Waiheke West, and Pukekohe urban areas. Hastings refers to Hastings and Clive urban areas.
Queenstown refers to Queenstown, Arthurs Point, Lake Hayes and Jacks Point urban areas. Rotorua refers to Rotorua and Ngongotaha urban
areas. Greater Wellington refers to Wellington, Paraparaumu, Porirua, Upper Hutt, Lower Hutt, Waikanae, and Paekakariki urban areas.
Christchurch refers to Christchurch, Prebbleton, Kaiapoi, Lyttelton and Lincoln urban areas.
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Statistics from the 2013 census show that women are more likely to use public transport to
get to work: 7.1% of women used public transport to get to work, compared to 4.6% of men.
Statistics from the 2018 census are not yet available. The Ministry also assessed social
benefits for option 2 (as the preferred option of the scheme) against the Treasury’s wellbeing
domains and based on existing evidence and data in New Zealand and in international
literature. The findings of the Ministry are highlighted in Table 9.

Table 9: Impact Analysis of the Scheme in Wellbeing Domains

Increased access and connectivity
between people, their
family/whanau, and community
services

Increased household dispos
income

Improved access
earners to parti

ome
in, and feel 0 ++

[Lower green odse gas emissions
| from transpon

Betterldocalair quality, due to less
vehicle pollution

Vv affordable access o health

services, including local GPs

Improved physical and mental
| wellbeing of people travelling

| Reduced health impacts and costs
- | due to improved local air quality

Reduced injuries caused by people
| driving light passenger vehicles 0 +
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Section 5: Conclusions

514 What 6ption, or combination of b_ptibné-, is likely best to address the problem,
meet the policy objectives and deliver the highest net benefits?

On balance, the Ministry recommended pursuing option 2 (a 50% fare concession at any
time), if Cabinet agrees to go ahead with the scheme. 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 prefewéd option, with
the exception of GWRC. GWRC is understandably concerned about the diffieulties it is
currently facing in increasing public transport capacities at peak time§. GWRC also naoted that
option 2 could be difficult to implement on Wellington trains until iftegrated ticketing is
introduced in 2021. Option 3 could have been a feasible alternative, but'would pessibly
deliver fewer benefits than option 2 (unless the allowance jg'sef very high, whieh would be
prohibitively expensive). The allowance option also hadsadditional uncertainties'and risks.

Option 2, as the recommended option, allows CSC.holdérs 16 accesswork, education, and
health services at peak times. Therefore, CSC hlders'can use public transport more often in
option 2. Furthermore, option 2 encourages a mode,shift from privaté,cars to public transport
when roads are most congested at peak tifigspwhich would enhance the social, economic,
and environmental benefits of the schemeyAs\option 2 is net entirely fare-free for CSC
holders, the Ministry does not expect major shifts in peeple'using public transport instead of
walking and cycling.

Additionally, subsidy costs#for option 2 would.be feWer than other options, because CSC
holders would still contributes@ pottion of the fare if the concession was 50%, so the subsidy
for each trip would beflewer, Over a decadepannual subsidy costs for this option would be
50% less than option A4 Mereover, as eption 2 does not consider a fixed allowance
(considered by®ption @)¢'the risk of exhausting the allowance by CSC holders who are
regular public transport users qand/or fieed to travel long distances would be eliminated.

5.2 Summywablg Mind benefits of the preferred upphach

Thesdables of costs and benefits, and the relevant impact analysis have been provided in
sections 1.2, 3.2,"and'4. '

5.3 Egtﬁe'r impacts is this approach likely to have?

Signifieant risks, unintended impacts, and uncertainties of the scheme have been discussed
in séctiorr B of the Coversheet. These risks include:

1. The subsidy costs could be higher (or lower) than Ministry’s estimates: there is
no reliable data available on how many CSC holders currently use public transport, or
where they travel. The Ministry made assumptions on public transport use based on
information from the Ministry’s Household Travel Survey. The Ministry 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.

2. Councils could choose not to implement the scheme: although councils were
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supportive of the investigation, they are concerned about the pace of implementation
and costs. They are still working through the implications of recent legislative
changes, such as the costs of mandatory rest and meal breaks for bus drivers
associated with the Employment Relations Amendment Act 2018, and a move to an
industry-wide living wage. The Ministry needs to maintain a positive working
relationship with councils to implement the scheme, especially as the scheme is likely
to be voluntary for councils to implement (similar to the SuperGold Card fare
concession for seniors).

3. Adverse impacts on public transport users if the scheme is implemented too
quickly, or without sufficient planning: Auckland, Wellingtén,'@hd Canterbury are
already experiencing capacity constraints on some routesfduting peak travel periods.
These constraints are highest in Wellington. Additional patronage driven by the
scheme could lead to overcrowding, especially at peak fravel times. This
overcrowding could lead to public dissatisfactiongandddiscourage existing passengers
or people who would benefit from the schemef Taoghitigate this rigk, councils need to
be given sufficient time to increase the capaeity of the€ir networks \Regional phasing
will also be considered (although some €ouncils, including®GWRGE, are not in favour
of this option)*0. This issue needs to bevaddressed in terms ofiregional needs,
capacities, demographics, and equity ¢oncerns.

4. Fraud: some fraudulent use ofithe scheme isdikely to be unavoidable. Some
cardholders might sell grdend their concession travel cards to other people. This risk
could be managed by(requiring CSC holders‘tomearry their CSC with them while
travelling on concessionfares, and by cénsidering the appropriateness of existing
penalties for fraudulént gard use,Managing this risk may require regulatory changes.

5. The scheme*would raise eéquity concerns. Some CSC holders may criticise the
scheme ifthey are unable fo‘access public transport services: this issue may
inclide GSC holders Iivingtin areas without a regular public transport service, and
C8Crholders with disabilities who have difficulty using public transport. The Ministry
could,explore mitigation options for these groups, which would require additional
investigations

64 Implications of the scheme for people with disabilities: The scheme would have
implications for people with disabilities. As of January 2019, 215,963 people who
receive, adisability allowance have a CSC. People receiving Disability Support
Serviees funded by the Ministry of Health 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% of all disabled adults and 46% 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 disability. The
scheme could, therefore, increase disparities between CSC holders who can use
public transport, and those with disabilities who are unable to access public transport.
The Government could explore broader initiatives to reduce transport disadvantages
for low-income households in New Zealand that are unable to access public

40‘ Implementation phasing was also agreed in the SuperGold Card scheme. However, all regions except the West Coast implemented the
scheme within a period of one month.
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transport, including through the Total Mobility Scheme (which provides subsidised
licensed taxi services to people who have a disability).

54 Is the preferred option compatible with the Government’s ‘Expectations for the
design of regulatory systems’?

The scheme is compatible with the Government’s ‘Expectations for the design of regulatory
systems’.

The Ministry will need to consider the appropriateness of existing penalties for fraddulent cérd
use (for example through selling or lending the card to other people)withirt the'scheme. A
new regulatory framework may need to be established to enforce grovisions specific to\the
scheme, including the ability to remove a card that has been fraudulently used.

There is a potential regulatory barrier to the scheme in New'Zéaland. Accordingyto Clause 13
(3) of the Health Entitlement Cards Regulations (1993):

No person, other than an employee of the department.or the Ministry ofHealth or a
pharmacist or any person (other than the cardholder) mentiofied in regulation 12(b)
shall demand or request a community serviées edrd as aderm of identification of the
cardholder or as evidence that the cardholderis eligible fok that'eommunity services
card.

This regulation may need to be amendedt6 enablesGSCs to"be used as a concession card
on public transport. This issuefls despite the factthat(GSCs are routinely used to access
other discounts, such as entry to,council poolsdisceunts for home insulation, and indeed on
several public transport fietworks. The Ministry is eurrently investigating with the Ministry of
Health whether this g&gulationsvould need tobesdmended.
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Section 6: Implementation and operation

6.1 How will the new arrangements work in practice?

Implementation arrangements will be confirmed through an implementation plan, after
Cabinet considers the scheme and decides whether to proceed with it.

The Ministry will continue to lead policy development for the scheme, and lead
negotiations with local councils.

MSD would administer data associated with CSC holders, and communicatewith CSC
holders, while NZTA would work with councils to administer the schéme.

Implementation timeframes would need to be agreed between relevant'government
agencies and councils. Councils’ participation in the schemg is/likely to be valuntary(the
same approach as the SuperGold Card public transporfscongéssions).

6.2 What are the implementation risks?

During the consultation, the following issues havetbeen raised regarding the
implementation:

1. The Ministry expects to havesadditional'implementation and administration costs
that include changes to ticketingisystems, informatioh technology, project
management, commupnicatiens, customer'service,'and staff time.

2. The pace and timing of thedimplementation is,important. If central government
decides to implement theé scheme before gouncils are able to increase network
capacity, cauncilsymay opposé therscheme. Existing public transport users could
also be,adversely/affected if'theyare unable to use services at peak times due to
over-crowding,, This risk@igulikelyto be the highest in Wellington, due to existing
challepges in its publictransport network.

3. Theredare someiconcerns on the interaction of the scheme with current ticketing
systems. It may notbe possible to include Wellington train services in the scheme
until 2024 (when integrated ticketing is introduced). There may also be difficulties
implementing the scheme in Canterbury until its ticketing system is upgraded.

4. Intheimplementation phase, the Ministry would needs to consider the possibility of
fraudulent card use. This issue could be partially managed by requiring CSC
holders to carry their CSC with them while travelling on concession fares, and by
considering the appropriateness of existing penalties for fraudulent card use. As
noted in section 5.4, this issue may require regulatory changes.

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

If Cabinet agrees to go ahead with the scheme, the Ministry would need to develop an
implementation plan, secure ongoing funding, and negotiate funding agreements before
councils commence the implementation process.
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Section 7: Monitoring, evaluation and review

7.1 How will the impact of the new arrangements be monitored?

There is currently a lack of research on transport disadvantages for low-income
households/individuals, and on how frequently they would use public transport. This area
has received insufficient attention in the past. The scheme will enable the Ministry to
collect detailed data on public transport usage by CSC holders in each regionghrough the &

card/ticketing systems. Enabling this data collection is a strength of the sc

The Ministry will be able to use that data to evaluate how CSC holde
transport usage/behaviour over time, and how much they are dire
scheme. This evaluation will enable the Ministry to develop more acc

estimates in the future. The Ministry aims to review the usa d costs of the scheme
after its first year of implementation to update funding esti :

There Willlibe an initial review of the scheme within a.ye ‘o S ‘a-tioni, and a fnore
detailed review three years after its impleme . &
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