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Purpose
[bookmark: Text69]The purpose of this memorandum is review fare levels on the Citylink (New Plymouth, Bell Block, Waitara and Oakura) bus service.

Recommendations
That the Taranaki Regional Council:
1. receives the report Citylink fare review
1. approves the increase in the Citylink fares as shown in Figure 2 ‘proposed fares’, effective from Monday, 1 February 2016.

[bookmark: Text57]Background
[bookmark: Text70]The cost of delivering public transport services is funded from the following sources: 
· fares paid by bus users
· investment funding sourced from the National Land Transport Fund, which is administered by the NZ Transport Agency (the Agency)
· funding from the Taranaki Regional Council (comprising rates and general funding)
· funding sourced from the Ministry of Social Development, which is administered by the Agency (for SuperGold Card travel)
· bus advertising. 

The last Citylink review and fare increase was in August 2013 with the majority of fares increasing $0.10. 

In June 2014 the Executive Committee approved the deferral of the annual fare review until the Citylink service had been retendered. The retendering of the service was completed in late 2014 with the contract coming in to effect from 1 November 2015.
Policy Context
[bookmark: _Toc366146108][bookmark: _Toc392089936]The Taranaki Regional Public Transport Plan 2014 – 2024 (RPTP) Section 4.5 Fares and ticketing states: 
Objective 5: A fares and ticketing system that attracts and retains customers 
Fares will be subject to regular review and adjustment, at least annually, to ensure that user charges keep pace with changes in operating costs, and that the farebox recovery targets in Section 4.2 are achieved. The Council will continue to review the targets to ensure that they achieve an optimum revenue balance between fares and patronage.  It is intended to achieve improvements in farebox recovery through increasing patronage and carefully managing operating costs balanced with fare increases. 

Discussion
[bookmark: _GoBack]Currently the Council offers concessionary fares for a number of different categories of users.  These being Child, Tertiary (including WITT), Beneficiary, ACCESS (for people with an impairment) and Senior Citizen.  

The current fare structure and prices are shown in Table 1.  The concession fares are the categories noted above with all fares set the same within each fare zone.  The figures are inclusive of GST. 

Table 1: Current Citylink fares and concession categories
	Adult
	New Plymouth
	Bell Block
	Oakura
	Waitara

	Cash
	3.50
	4.00
	5.00
	6.00

	Smart card
	2.67
	3.09
	3.81
	4.63

	Child
	

	Cash
	2.10
	2.40
	3.10
	3.60

	Smart card
	1.70
	2.00
	2.50
	2.90

	40 trip card ($/trip)
	1.55
	1.80
	2.00
	2.30

	Concession fares
	

	Single
	2.10
	2.40
	3.10
	3.60

	Smart card
	1.70
	2.00
	2.50
	2.90



At the time of the deferral, patronage had been increasing year on year.  However, at the end of 2014/2015 patronage growth of just 0.7% was recorded.  Since July 2015 patronage has declined sharply.  As at the end of October 2015 it is down 4.9% (equating to 10,663 passenger trips) on 2014/2015.  The decline is across all fare categories and all services, urban and student.  This loss of patronage also means a loss in patronage revenue, down approximately 2% compared to 2014/2015.

This downward trend is occurring in most other regions as well.  At the Regional Transport Officers meeting 20 November 2015, it was proposed a working group of regional officers be formed to further investigate this trend.

One factor that is surmised as a contributing factor is the price of petrol.  The correlation between patronage and petrol pricing has been assessed at a local level.  This is illustrated in Figure 1, comparing quarterly the Citylink Adult patronage with the average price of premium and regular petrol (combined), as published by the Ministry of Business, Innovation and Employment.  

Of particular interest is the period from December 2013 to June 2015.  In this period the average price of petrol remained static, just under 215.00 cpl, until September 2014 where a sharp drop occurred, followed by a small increase in March 2015.  It is during this same period that the decline in Adult patronage and equally patronage revenue started and has continued, correlating with the lower price of petrol.  

Figure 1: Quarterly Citylink adult patronage and average petrol price

As stated in the Background of this paper there are a number of contributing revenue sources.  Aside from fares the other two major sources are the Agency and Regional Council.  Revenue from each has already been committed for this year and both are faced with other pressures to maintain current levels of total investment.  So, at this time it is unlikely that either party can guarantee additional investment.  

The current situation does not mean that users should be excluded from continuing to contribute an appropriate share towards the cost of the service.  Service enhancements continue to be investigated and where appropriate initiated. 

It is important to reflect on the significant service improvements achieved over the last 5 years without substantial fare increases.  These include the improved quality of the buses with all urban buses being wheelchair accessible and fitted with bike racks; security cameras recently being fitted and improved accessibility of information through website and social media avenues.  Currently, real time tracking of the buses is being progressed as well as improved ticketing technology through the Regional Integrated Ticketing System (RITS) project.  The New Plymouth District Council has also supported and contributed to the services with a number new stops and shelters being put in.

The ‘do nothing’ option would be to continue to hold fares at the current level.  However, this will have serious implications for the future, such as:
· requiring much higher fare increases
· risking investment from the Agency
· risking Regional Council funding
· delaying or terminating service enhancements for example real time information
· cutting back services to reduce expenditure.

Following due consideration of Council’s RPTP fare objective and policies, funding availability from the other revenue sources and the negative implications of doing nothing, it is proposed that fare changes be applied.

Fare changes
The proposed changes (GST inclusive) are:
· All cash fares – increase $0.20
· Adult Smart card – no change.  To continue to encourage this segment of the market to use public transport 
· Child and Concession smart card fare – increase $0.10
· Child 40-trip fare  – increase $0.05/trip.  

The increase of $0.20 to cash fares is to continue to encourage users to adopt payment by smart card.  Currently 67% of users, excluding Child and SuperGold Card categories, pay by cash.  By increasing the difference between the cash and smart card fare, more users should adopt smart cards 

The number of passenger trips will be affected by an increase. That is, usage is price sensitive which is measured using elasticity.  This is an economic measure to show the responsiveness, or elasticity, of the quantity supplied of a good or service to a change in its price or cost.  The Agency recommends a fare elasticity of -0.25 should be applied.  This means that there is a decline in patronage by a factor of -0.25 for every one-percent increase in fares.   The last fare increase did not cause any negative impact on patronage because of the low value of the increase.  The proposed increase may have a negative impact but with the current patronage trend it is difficult to quantify any potential loss caused by the increase.

Table 2 below shows the current fares and proposed fares.



Table 2: Citylink fare structure showing the current fares and proposed fares (GST inclusive)
	
	NP
	Bell Block
	Oakura
	Waitara

	Adult
	Current fare
	Proposed fare
	Current fare
	Proposed fare
	Current fare
	Proposed fare
	Current fare
	Proposed fare

	Cash
	3.50
	3.70
	4.00
	4.20
	5.00
	5.20
	6.00
	6.20

	Smart card
	2.67
	2.67
	3.09
	3.09
	3.81
	3.81
	4.63
	4.63

	Child
	

	Cash
	2.10
	2.30
	2.40
	2.60
	3.10
	3.30
	3.60
	3.80

	Smart card
	1.70
	1.80
	2.00
	2.10
	2.50
	2.60
	2.90
	3.00

	40-trip card ($/trip)
	1.55
	1.60
	1.80
	1.85
	2.00
	2.05
	2.30
	2.35

	Concession fares
	

	Single
	2.10
	2.30
	2.40
	2.60
	3.10
	3.30
	3.60
	3.80

	Smart card
	1.70
	1.80
	2.00
	2.10
	2.50
	2.60
	2.90
	3.00



The financial impact or gain in revenue is estimated at between $1,500 and $2,000 per month. The increase is small compared to overall expenditure but is required to maintain an appropriate level of user contributions. 

The fare changes are scheduled to commence from Monday, 1 February 2016.  This gives time for ticketing equipment software to be updated.  The ticketing equipment supplier has confirmed acceptance of the date.  Also, it allows for:
· a comprehensive information campaign to be implemented, and
· updates to printed and electronic information to be progressed and distributed in a timely manner.

Fare structure review
It was intended that a review of the fare structure be carried out in conjunction with this fare review.  The structure relates to the provision of concession fares and fare zones, for example Bell Block and Waitara.  A key aspect of the fare structure review would be the impact that the RITS would have. 

RITS is a new integrated bus electronic ticketing equipment and software platform that a consortium of regional councils and the Agency are procuring.  Delivery for Taranaki was expected in December 2016.  However, further procurement issues mean that delivery may be not be until mid 2017.  For this reason the fare review has been separated from the fare structure review.  

The fare structure review will require a review of the RPTP.  This was expected.  There is also a statutory requirement for Council to review the RPTP following the release of every National Land Transport Programme (NLTP).  The NLTP was released in August 2015, therefore a review is necessary anyway. 

Decision-making considerations
Part 6 (Planning, decision-making and accountability) of the Local Government Act 2002 has been considered and documented in the preparation of this agenda item.  The recommendations made in this item comply with the decision-making obligations of the Act.

Financial considerations—LTP/Annual plan
This memorandum and the associated recommendations are consistent with the Council’s adopted Long-Term Plan and estimates.  Any financial information included in this memorandum has been prepared in accordance with generally accepted accounting practice.

[bookmark: Text74]Policy considerations
This memorandum and the associated recommendations are consistent with the policy documents and positions adopted by this Council under various legislative frameworks including, but not restricted to, the Local Government Act 2002 and the Land Transport Management Act 2003.

[bookmark: Text76]Legal considerations
This memorandum and the associated recommendations comply with the appropriate statutory requirements imposed upon the Council.
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