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19 November 2007

CONCESSIONARY FARES SCHEME 2008/09

1. INTRODUCTION

1.1
In my report to members of 24 September 2007 I advised that, based on 2007/08 ridership trends, the Council would need an additional £363,000 budget provision in 2008/09 to fund the current free Concessionary Fares Scheme (see Table 1 below).











      £


2008/09 Budget Requirement







Payments to Operators 





2,083,251


Plus Fare Inflation (‘say’ 5%)




   102,050


Plus Smartcard Infrastructure and Pass Issue Costs

     23,800












________



(See para 1.3)






2,209,101


Base Budget 2007/08





1,746,700


Inflation Provision Contractor Payments 3%


     52,400


Additional Fare Inflation approved in 2007/08


     50,000












________


Base Budget 2008/09





1,849,100


Estimated Shortfall in Budget 2008/09 (see para 1.4)

   363,000

1.2
Most of the 2007/08 budget shortfall was funded in 2007/08 via a ‘one off’ fixed price agreement with Stagecoach.  Stagecoach have advised in writing that they will not enter into a fixed price agreement for 2008/09.

1.3
The estimated budget requirement for 2008/09 of £2,209,101 is calculated on the assumption that a specific Government grant will meet the costs of additional bus ridership due to the introduction on 1 April 2008 of the National Free Concessionary Fares Scheme.  However this assumption is dependent on the outcome of grant calculation options currently being consulted on.  It is unlikely that the outcome will be known until mid December 2007 (or later).  Any funding implications of the reimbursement option chosen by the Government for the 2008/08 scheme will be notified to members once announced.

1.4
The additional 2008/09 budget requirement of £363,000 is very much best estimate and there are major risks that additional budget pressures will emerge in 2008/09 due to: 

(i) Specific grant funding of between £289-402,000 (depending on which scheme the Department of Transport goes for) in meeting the cost of the 2008/09 ‘free national’ scheme (assumed as cost neutral) may be inadequate, i.e. £289,000 (worst case) will fund increased ridership of 11% whilst £402,000 (best case) will fund 16% increased ridership.  The cost of increased ridership above this level will be met by the Council.

(ii) Bus fare inflation estimated at 5% for 2008/09 in budget projections.  Bus fare inflation trends have been higher in recent years.

(iii) Current concessionary ridership trends are continuing to rise month on month (a major concern) and any further growth in ridership trends after September 2007 has not been factored into these figures.

1.5 Due to the above uncertainties it will not be until at least September 2008 before the full financial implications of the free ’National’ Concessionary Fares Scheme can be established, i.e. when ridership trends post 1 April 2008 can be quantified.  The financial impact will be accounted for as part of the 2008/09 revised estimates process in November 2008.

2. OPTIONS FOR 2008/09 IN FUNDING CONCESSIONARY FARES SHORTFALL IN BUDGET

2.1
Option 1 -

Move to Statutory ‘Off Peak’ Scheme (After 9.30am and All Day Saturday/Sunday)

2.1.1
As reported to members on 24 September 2007, approximately 8.5% of concessionary travel is taken before 9.30am, Monday to Friday.  On the assumption that one third of such passholders would wait for a later bus rather than pay full fare the savings of moving to ‘off peak’ only would be approximately £115,000.

2.1.2
Views of Corporate Resources/Infrastructure Overview and Scrutiny Committees

Members of the above committees have been consulted and have suggested that further information was required before they could comment on this option.  Detailed at Appendix 1 is the time of the first ‘off peak’ bus leaving rural villages, i.e. after 9.30am.  This analysis shows that there is a bus by mid-morning from all villages except Gilsland and Low Row.  There is no further information available to assist members in considering this option.

2.2
Option 2 -


Withdraw ‘Free Rail Card’ Option

(Popular With Qualifying Residents Where There Is No Bus Service)

2.2.1
Withdrawing the free rail card scheme (currently 1.176 beneficiaries getting one third concession on rail travel) would save the Council £20,000 per annum.

2.2.2
Members of Infrastructure Overview and Scrutiny Committee did not support this option due to the number of beneficiaries and comparatively small cost of scheme.

2.3
Maintain Current 24/7 Free Concessionary Travel Scheme

2.3.1
This would require major savings of £363,000 to be found from within other Council services.  Already the Council is required to make major cuts to fund MTFP projected deficit:-


2008/09
£1.169m


2009/10
£1.724m


2010/11
£2.120m

before new emerging budget pressures (including Concessionary Fares) are taken into account).

2.4 Costed Options

Summarised below is the additional budget required to operate the free concessionary fares scheme in 2008/09 ranging from £228,000 if we operate the statutory scheme only (and withdraw concessionary rail cards) to £363,000 if we maintain the current arrangements.


Less Expenditure
Net Estimated Increased Cost 

2008/9

Option 1 Statutory scheme


£115,000
£248,000

Option 2 Withdraw rail card concession
£20,000
£343,000

Both option 1 & 2


 £135,000
£228,000

Maintain current 24/7 scheme


 
£363,000

2.5 Risk Reduction

2.5.1 The Council will continue to negotiate with Stagecoach in an attempt to get a fixed price deal for 2008/09.  However Stagecoach, both locally and nationally, have stated that they will not consider such an option.

2.5.2 Failing a fixed price deal, the Council will consider imposing a higher generation factor on Stagecoach but any such imposition will be subject to an appeal by Stagecoach to the Department of Transport.

3. REQUIRED NOTICE

3.1 Under the regulations the main bus operator, Stagecoach, is required to be given 4 months notice of any changes to the scheme (Wayfarer also need three months notice to rewrite and install ticket machine software).

3.2 Once the Executive make a decision on which option (see 2.4 above) to recommend to Council, Stagecoach will be advised of the likely scheme and the date of implementation but that this will be subject to ratification by Council.

3.3 The timetable for giving notice to Stagecoach will be as follows.

Date of Executive Decision
Date Stagecoach Advised
Date to be Approved by Council
Date of Introduction

19th November

17 December

21st January

18th February
1st December

1st January

1st February

1st March
15th January

15th January

5th February

4th March
1st April

1st May

1st June

1st July

3.4 The cost of delaying any decision to move to the statutory off-peak scheme (should the Executive be minded to follow this course of action) would be approximately £10,000 per month.

4. CONSULTATION

4.3 Consultation to Date – The views of Corporate Resources and Infrastructure Overview and Scrutiny Committees are detailed in this report at 2.1.2 and 2.2.2.

4.4 Consultation proposed.

5. RECOMMENDATIONS

Members are requested to:

(i) Consider the costed options as set out in 2.4 and advise on the way forward;

(ii)
note the timetable for implementation of the scheme as set out in Section 3 of the report, i.e. timetable commences when Executive determine which option they wish to recommend to Council.

6. REASONS FOR RECOMMENDATIONS

The Council is obliged to advise the Bus Operators of its proposed scheme for 2008/09 by 1 December 2007.  This report sets out options for members’ consideration.

7. IMPLICATIONS

· Staffing/Resources – N/A

· Financial – Covered in report

· Legal – N/A

· Corporate – SMT have been consulted on the budget pressures resulting from the success of the scheme 

· Risk Management – See 1.4 and 2.5 of the report

· Equality and Disability – All qualifying disabled people are entitled to a Concessionary Bus Pass

· Environmental – Success of scheme in increased ridership on public transport reduces carbon emissions 

· Crime and Disorder – N/A

· Impact on Customers – Significant benefits for qualifying residents in being entitled to free concessionary travel

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Peter Mason



Ext:
7270

APPENDIX 1

Bus Timetable from rural villages after 9:30

Brampton
09:34


Burgh by Sands
10:40


Cotehill
09:33


Crosby on Eden
09:49


Cumwhitton
09:56


Dalston
09:32


Gilsland
12:59
previous bus 9:05

Great Corby
10:10


Hallbankgate
10:51


Hayton
09:30


Heads Nook
10:03


Irthington
09:34


Longtown
09:43


Low Row
13:08
previous bus 9:17

Rockcliffe
10:25


Thurstonfield
09:42


Wetheral
09:43
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