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1 Executive Summary 

1.1 The Brief 

The ACT Government, through the Chief Minister, Treasury and Economic Development 

Directorate (CMTEDD), commissioned MRCagney to undertake an external review of 

the expenditure of ACTION, the public bus operator providing urban, school, special 

needs and charter services in Canberra.  

The main purpose of this review is “to develop options for the ACT government that 

place provision of public bus transport services in a sustainable financial 

position”. 

Specifically, this review:  

 addresses financial and operational performance; 

 identifies future service level requirements, standards and costs of service delivery;  

 recommends specific financial, operational, and organisational improvement 

strategies; and  

 identifies best governance models for delivering the recommended improvement 

strategies. 

1.2 Performance Trends 

Analysis of trends in ACTION’s aggregate performance over the 15 years 1999/00-

2013/14 has highlighted the following: 

 Population. Total population increased by 23% (average 1.5% p.a.). 

 Amount of service provided. This increased by 15% in terms of bus kilometres 

operated and 17% in terms of bus hours operated. 

 Fare levels. The average level of fares paid (per passenger boarding), after 

adjusting for inflation (Consumer Price Index, CPI), fell by 23%. Fares also fell quite 

substantially relative to movements in petrol prices. 

 Customer satisfaction and service quality. Overall customer satisfaction 

(assessed through a random telephone survey) has fallen considerably over the last 

five years, from a peak of 87% (2008/09) to 65% in 2013/14. This fall also reflects 

trends in service punctuality (on-time running), which has been well below the target 

set by the ACT government.  

 Patronage. Total passengers carried increased by 11% (average 0.75% p.a.), i.e., 

at only about half the rate of increase in population. Hence the patronage per capita 

has been slowly falling over the period.  

 Total costs. Total (gross) costs were generally static in the early part of the period, 

but have grown in inflation-adjusted terms by about 55% over the 12 year period 

since 2001/02.  

 Total costs/passenger have increased by some 38% (inflation-adjusted) over this 

period. 

 Total costs/bus kilometre have increased by 29% (inflation-adjusted). 

 Cost recovery and public funding. The farebox cost recovery ratio (total fare 

revenue/total operating costs) has declined over the last 12 years from 24% to 

below 17%, with most of this decline occurring in the second half of the period. 
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Consequently, the level of public funding per passenger carried has increased 

substantially (in real terms). 

In summary, over the period since 1999/00: 

 Patronage growth has not kept pace with population growth, despite increasing 

supply of services and reducing fare levels (in real terms) 

 Total gross costs have grown considerably, both in aggregate (55%) and per bus 

kilometre operated (29%) (inflation-adjusted) 

 As a result, only a small and decreasing proportion (c. 17%) of ACTION’s costs are 

being recovered from its users, and the level of public funding support required has 

been continually increasing 

ACTION’s trends compare unfavourably with the corresponding trends for most 

metropolitan bus operations in Australia: this is particularly true in terms of ACTION’s 

reducing patronage per person, its high rate of increase in unit costs (per bus kilometre 

operated), and its low and declining cost recovery proportion and consequently high and 

increasing public subsidy. 

1.3 Benchmarking Comparisons 

Table 1 provides summary comparisons of ACTION’s recent performance (financial 

years 2012/13 and 2013/14) with the corresponding performance of two of the other 

Australian public sector operators (Metro Tasmania and Brisbane Transport) and the 

groups of contracted private operators in Adelaide and Perth - which are generally 

regarded as among the most effective and efficient metropolitan private operations in 

Australia. 

Particularly notable is the relatively poor cost-efficiency and overall financial 

performance of ACTION. Its gross operating cost levels (to provide a given amount of 

service) are some 40% above the levels of the comparator private operators, and 10%-

15% above the levels for the two other public operators. Also reflecting these high costs, 

ACTION’s cost recovery level (i.e. its ratio of fare revenue and other commercial 

revenues to its total operating costs) is a relatively low 17%, significantly lower than all 

the other operations. Correspondingly, the level of net public funding provided to 

ACTION per passenger carried is $7.20, which is about twice the level of the other 

public and private operators.  
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Table 1: ACTION’s Comparative Performance – Key Findings 

Item Key Findings 

1. Service levels and 

quality aspects 

 ACTION’s levels of service are broadly in line with those in other 

major cities in Australia and New Zealand, allowing for 

differences in population sizes. In comparative terms, the service 

levels are moderately high in weekday peak and evening 

periods, and relatively low in inter-peak periods. These average 

figures disguise wide variations in service levels between 

different areas in each city.  

 ACTION’s average loadings per bus trip are significantly lower 

than two of the comparator operators, but higher than one 

(Perth). 

 Punctuality (on-time running) of ACTION’s services has been 

static or declining over recent years, and has not been meeting 

ACT government performance targets.* 

2. Fare levels and 

structure 

 ACTION’s fare levels are mid-range on a per-passenger basis, 

and on the low side when taking account of distance travelled. 

 ACTION’s flat fare structure results in relatively high fares for 

shorter trips (often social, shopping), and relatively low fares for 

longer trips (often commuting). 

3. Cost efficiency (costs to 

provide a given level of 

service) 

 ACTION’s unit costs are c. 40% higher than private operators. 

 Over 70% of ACTION’s higher costs relate to labour costs (staff 

numbers and utilisation, base wage rates, allowances, labour 

on-costs). 

 Under the current ACTION Enterprise Agreement, effective pay 

rates for most employees are higher than those for other public 

operators, and substantially higher than for private operators. In 

addition, the ACTION EA is more restrictive than the conditions 

for the comparator operations (both public and private), resulting 

in higher costs to provide a given service. 

 There has been very little change in ACTION’s cost efficiency 

comparisons with private operators over last 20-30 years.  

4. Public funding and cost 

recovery 

 ACTION’s public funding level per passenger carried (c. $7.20) 

is around twice that for the other operators (public and private). 

 The proportion of ACTION’s costs recovered from fares and 

other commercial revenues is about 17%. This is significantly 

lower than figures for the other operations assessed (all in the 

range 20%-40%). 

    *It has not been possible to rigorously compare ACTION’s punctuality performance with the performance of 

other operators, as performance standards and monitoring methods differ. 

 

Management can be better focused by defining key indicators against which 

performance can be measured and assign them achievable targets. In our view the two 

key targets most appropriate for ACTION at this time are: 

(i) Cost recovery (revenue/cost ratio)  
(ii) Cost per bus kilometre operated 

ACTION’s current cost recovery performance for is about 17%. In our view, a level of 

25% would be a reasonable target, on the basis of the following: 

a) Cost recovery has declined from a previous high of 24% 
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b) Benchmarking of public and private operators indicates that a typical cost recovery 
ratio is around 25% 

c) Potential cost savings and revenue increases recommended would realise sufficient 
improvement to achieve this target 

In the case of cost per kilometre, ACTION’s current figure (2013/14) is $5.84. Our 

recommendation, again based on benchmarking comparisons (in roughly equivalent 

environments, Tasmania and Adelaide average $4.85/kilometre), is that an achievable 

target is $4.85, i.e. the same as these locations currently and around a 20% 

improvement on current performance.  

The cost recovery and cost per kilometre targets described above are measures which 

provide a quick and relevant snapshot of the degree of reform being successfully 

undertaken over time. It is our view that the targets are achievable given the historical 

performance of ACTION and the current benchmarked performance of similar 

organisations. Cost recovery can be improved by increasing the revenue base, but the 

primary and by far the largest issue for ACTION is reducing its cost base. 

Should full outsourcing be implemented these targets are reachable within the medium 

(0-5 year) timeframe. In the case of undertaking full public sector reform, meeting these 

targets would require all elements of the report recommendations to be fully 

implemented, and even in this case our view is that these the targets could only be 

potentially  met in the longer term (>5 years). As in all other cases, the achievement of a 

target is directly related to the quality of the planning, the management of 

implementation and the commitment to the targets, as well as incremental measurement 

during implementation. All of these are fully outlined in the body of this report. 

1.4 Financial Projections 

ACTION’s ‘business as usual’ net cost estimates for the years up to 2019/20 are shown 

in Table 2, with net costs increasing from $95.6 million in 2014/15 to $109.7 million in 

2019/20 (these figures allow for wage and other inflation, as noted in the table). 

ACTION’s funding arrangements since 2010 allow for increases by the following means: 

 End-of-Year Treasurer’s advance; and/or 

 Increases in base funding to cover ongoing annual cost pressures, for one or two 

year periods only. 

The reduction in base funding for the period 2016 to 2020 reflects unfunded on-going 

cost pressures funded up to 2015. Based on the Government’s current funding 

commitments, it is seen that ACTION’s small surplus in the current financial year wou ld 

move to a deficit of some $18 million in 2015/16, as a result of the reduced funding 

commitment, and then increases thereafter to reach some $23 million by 2019/20. 
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Table 2: Forecast Annual Funding Position 2015-2020 

Financial 

Year 
Costs 

Fare 

Revenue 

Other 

Revenue 
Net Costs 

GPO 

Funding 

Overall 

Funding 

Position 

 
$'000 $'000 $'000 $'000 $'000 $'000 

2015 129,125 22,771 10,760 95,594 95,975 382 

2016 132,531 23,340 10,753 98,438 80,303 (18,135) 

2017 136,429 23,924 11,022 101,483 82,797 (18,686) 

2018 140,416 24,522 11,297 104,597 84,035 (20,562) 

2019 143,683 25,135 11,579 106,969 85,160 (21,809) 

2020 147,357 25,763 11,869 109,725 86,318 (23,407) 

Note: The figures in this table allow for wage indexation to 2018 based on the current EA, and 2.5% from 

2018 to 2020, and inflation adjustment of 2.5% p.a. for the period 2015 to 2020. 

1.5 Other Key Inputs 
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1.5.2 Transport for Canberra 

The foundations for transport planning for the next 20 years are prescribed in the 

Transport for Canberra policy document, released publicly in 2012. Recommendations 

arising from this review are consistent with the vision, targets, and strategic actions set 

out in Transport for Canberra.  

In particular, it should be noted that the Government has committed to increasing the 

mode share of work trips by public transport to 16% by 2026 and the greatest likelihood 

of achieving this aspirational target will include a key change in service delivery model. 

This target is plausible but ambitious in the context of those of other cities: Melbourne 

has a target of 20% by 2030, Brisbane has a target of 14%. This may make Canberra’s 

target seem high, but the city’s urban form is far more focused on strong centres where 

employment is clustered, with the blue-collar workforce (often employed in less transit-

accessible locations) making up a smaller proportion of the population. As a stretch 

target, it is appropriate, but does require the adoption of a series of policy directions 

regarding land use, urban intensification around transit corridors, parking pricing, road 

pricing and increased supply of public transport service. 

Of concern in Transport for Canberra is the disparity between the 16% mode share 

target, and the volume of service provided in the AM peak period within its proposed 

2031 bus network. Recent adjustments to that planned network provided additional AM 

peak period services, and resulted in an estimated fleet growth of  40% between 2014 

and 2031 (to 511 buses). However, the 16% mode share target combined with expected 

population growth, would require peak fleet and service levels to increase to 858 buses 

by 2026, which is 2.35 times the current peak fleet. This is detailed in Section 3.7.  

1.6 Improvement Initiatives 

Key initiatives to enhance the financial sustainability of the Canberra bus services, while 

they continue to be operated directly by government, are summarised in Table 3 below. 

This table draws on more detailed material from each of the following report sections, 

and a detailed summary in Section 10:  

 New fares structure and ticketing improvements (Section 5)  

 Network planning and operational improvements (Section 6) 

 Industrial relations and changes to work practices (Section 7) 

 General organisational improvements including organisation re-structure and 

improved business management systems (Section 8) 
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Table 3: Summary of problems, options, recommendations and impacts 

Aspect Problem Diagnosis Solutions/Options Recommendation Impacts, Achievability 

Fares and ticketing (Section 5) 

Fare structure (flat, distance-

based) 

Flat fare structure is not reflective of the 

cost of longer trips 

Change to distance-

based fare system 

Investigate in more detail 

changing to a distance-

based fare system 

On revenue-neutral basis, results in c. 

10% increase in journeys, -9% average 

fare, -8% average journey length. It 

may be possible to reduce operating 

costs or increase frequencies by 

reallocating bus services to serve 

shorter trips 

Fare products – fare caps Fare cap discounts do not currently 

encourage the most beneficial travel 

behaviour 

Change or remove caps Remove monthly caps 

and replace with weekly 

caps 

Increased incentive to take extra 

weekend trips every week, rather than 

extra peak weekday trips near end of 

month 

Possible net increase in both revenue 

and patronage if people have a 

stronger perception of a shorter-period 

cap 

Fare products - cash tickets Cash ticket sales lead to bus boarding 

delay and increase operating costs 

Various ticketing 

measures discussed in 

Section 5. 

Provide on-board 

MyWay sales and 

remove paper tickets or 

cease to provide change 

Reduced bus dwell times due to faster 

per-passenger boarding time, 

increasing journey speeds and 

reducing operating costs. Reduced 

cash-handling costs 

Fare products - concession 

fare entitlements 

Drivers are required to validate 

entitlement to concession fares based 

on a wide range of criteria 

Link concession 

entitlements to MyWay 

cards 

Initiate information-

sharing discussions with 

tertiary and welfare 

organisations, etc. 

Reduced onus on drivers to check 

concessionary entitlements, possibly 

reduced concessionary fare abuse 

Fare levels (average price) Options to increase revenue desired by 

Treasury 

Increase flat fares or 

change to distance-

based fares that also 

increase revenue 

Carefully consider 

whether the reduced bus 

patronage and increased 

car use and parking 

demand is an overall 

desirable outcome 

Reduced number of bus journeys (by c. 

8% if increasing revenue by 20% with 

flat fare) 

Journeys displaced to other modes or 

forgone 

Reduced performance of some routes 
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Aspect Problem Diagnosis Solutions/Options Recommendation Impacts, Achievability 

Investigate alternatives 

of increasing revenue 

through increasing 

patronage, or improving 

cost recovery by 

reducing costs 

– possible flow-on cost savings if 

service levels reduced 

Ticketing and boarding 

practices 

Boarding and fare validation policy 

causes delay and increases operating 

costs 

Implement all-door 

alighting and boarding 

policy. 

Implement all-door 

alighting and boarding 

policy. 

Reduced bus dwell times due to faster 

per-passenger boarding time, 

increasing journey speeds and 

reducing operating costs. 

Network and services (Section 6) 

Optimisation of running times Scheduled bus running times generally 

longer than required in practice, 

resulting in drivers starting runs behind 

schedule and finishing ahead of 

schedule 

Appraisal of actual vs 

scheduled running times 

by route by time period– 

identified scope for 9% 

average reduction in 

scheduled running times, 

without significant 

reduction in service 

punctuality. 

Subject to more detailed 

analysis/verification of 

work undertaken, 

recommend adoption of 

optimised running times 

on all routes/time periods 

Estimated 9% reduction of in-service 

driver hours, resulting in savings of 

$4.2 million p.a.,
1
 with 90% of bus trips 

being completed within no more than 5 

minutes over scheduled time. 

Increased average speed of services 

would be beneficial for passengers. 

Cost savings may be greater than 

estimated as drivers may be driving 

slower than necessary to keep to 

timetable. 

Need to explore achievability within the 

existing EA or a renegotiated EA.  

Rationalisation of under-used 

services 

As with any bus network, a proportion of 

trips fail to yield loads to justify their 

continued operation. However, arbitrary 

removal of trips can cause ripple effects 

in the network, eroding its performance. 

A number of specific trips 

have been identified that 

could be removed with 

minimal impacts on 

network functionality. 

Subject to more detailed 

analysis, delete the 

identified AM peak hour 

trips and the 

underperforming evening 

Estimated reduction of $2.48 million 

p.a. for the identified AM peak period 

trips, and evening trips 

                                                

1
 Public Transport has independently conducted an analysis using different data cube data and assumptions. This analysis produced a saving figure of $2.3 million. We have not at the time of this report 

been provided with the data or analysis process or  information and therefore cannot do other than point out the analysis variation at this point in time 
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Aspect Problem Diagnosis Solutions/Options Recommendation Impacts, Achievability 

 These fall into two 

categories: AM peak 

hour services providing 

unutilised capacity on 

major corridors, and 

evening services after 

8pm carrying low loads. 

trips. 

More detailed analysis is 

likely to identify excess 

capacity in PM peak 

trips; and further evening 

trips that can be 

truncated (rather than 

deleted). 

Fleet upgrade strategy 

(ongoing) 

Average fleet age is 12.4 years (January 

2015). 

32% of the current operational fleet is 

over 20 years old, with associated risks 

to maintenance costs, operational 

performance and customer satisfaction 

37% of the fleet are not DDA compliant 

The current fleet replacement strategy is 

based purely on meeting DDA 

compliance standards, and provides no 

capacity for growth 

A proposal has been 

made by TAMS to 

expand the current fleet 

replacement strategy to 

replace all non-DDA 

compliant buses by 

2020. This will still not 

provide any additional 

fleet required for network 

growth 

The proposed fleet 

replacement strategy 

needs to be upgraded to 

a fleet strategy that 

includes targets for 

maximum age 

(recommended at 15 

years) and allows for 

fleet growth 

Current procurement of 

new fleet should be 

accelerated 

Replacement of old fleet will reduce 

maintenance costs, reduce breakdown 

rates, reduce the volume of spare parts 

needed, and can have a positive 

impact on patronage 

Accelerated replacement (and fleet 

growth) will result in larger purchase 

orders which might result in more 

competitive bidding from manufacturers 

Depot strategy Significant operational costs associated 

with dead running with current depot 

locations 

Depots are operating 25% over design 

capacity, reducing efficiency, increasing 

safety risks and impacting the ability for 

fleet and network growth 

The ACTION Future 

Facilities Master Plan 

has identified the need to 

construct two new 

depots by 2020 

Re-establish Woden 

depot immediately, and 

construct a new depot at 

Mitchell by 2020. 

Proposed investment in new bus 

depots and ongoing fleet upgrades are 

expected to deliver annual operating 

cost savings of $0.5 million p.a. by 

2020 by reducing ACTION’s dead-

running and maintenance costs 

Industrial Relations (IR) and work practices (Section 7) 

Poor labour productivity and 

efficiency, related in large 

measure to the provisions of 

the current ACTION 

Enterprise Agreement (EA) 

Embeds high costs, restricts operational 

efficiencies and reduces flexibility 

 

Address IR & Enterprise 

agreement issues via 

renegotiation of EA  

Removal of 

inefficiencies, restrictive 

Renegotiate Enterprise 

Agreement and 

conditions 

Savings via EA negotiations are c. 

$5.44 million p.a. Note that our 

assessment is that these savings have 

no likelihood of being achieved within 

the period of the current EA and are 
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Aspect Problem Diagnosis Solutions/Options Recommendation Impacts, Achievability 

 practices. 

Restoration of 

management prerogative 

likely to take at least 2 further EA 

cycles to fully achieve. 

It should be noted that in the Darwin 

example some savings were 

progressively obtained due to 

immediate re-negotiation of the 

enterprise agreement. 

Salaries & Wages represent 

the major variance in cost 

between ACTION and a 

hypothetical efficient 

benchmark operator i.e. 

$27.28 million p.a. of $31.61 

million p.a. 

Total impact of IR and EA 

conditions are estimated at 

$14.44 million p.a. 

High base pay rates of pay 

relative to other operators  

Cost of leisure leave via 

accrued standby time is $1.11 

million p.a. 

Cost of maintaining 

emergency ratio is $2.79 

million p.a. 

Overtime is at $5.9 million p.a. 

of which $3.1 million p.a. is for 

unexpected purposes 

 

Main issues are: 

High rates of pay. 

Generous leave conditions (37 types) 

Relief ratios covering excessive leave 

and ratios are high but may still be 

insufficient for coverage of the level of 

leave 

Payroll system poorly defined and does 

not align with EA, data not up to date 

Institutionalised overtime in workshops 

Misaligned shifts 

Guaranteed 8 hour shifts 

Standby time and accrual of standby 

time for additional leisure leave (2 

weeks per year) 

Undermining of the composite rate 

through claw back of penalties for public 

holidays 

Set staffing levels for transport officers, 

maintenance staff 

Set ratios of full to part time drivers. 

Limitations on split shifts  

Network actual costs are higher than 

projected 

 

 Roll back of penalties for 

public holidays 

Move to 40 hour week 

and rolling shifts 

Remove driver 

ownership of shifts 

Review generous leave 

entitlements (should 

public service 

entitlements be extended 

to a commercial 

operating environment?) 

Implement standardised 

absence management 

approach 

Review both standard 

and emergency driver 

relief ratios and track 

utilisation of relief drivers 

Remedy payroll issues 

and appoint specialist 

staff for analysis and 

reconciliation 

Realign maintenance 

shifts 

Remove institutionalised 

overtime 

Reduction of driver ratio (in favour of 

coverage by composite rate overtime) 

could save c. $0.42 million p.a. 

A targeted 10% reduction in penalty 

rate overtime could provide additional 

savings of $0.31 million p.a. 
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Aspect Problem Diagnosis Solutions/Options Recommendation Impacts, Achievability 

Revenue Leakage 

 

No formal program or strategy yet in 

place. 

(Sampled assessment indicated $0.53 

million p.a. revenue loss on revenue of 

$22 million p.a. or 2.4%) 

 

Joint PT and ACTION 

strategy & program 

development 

Development of formal 

revenue program 

Formal roles for 

Revenue protection 

purposes 

Re launch of revenue 

program 

Driver training 

$0.6 million p.a. saving via effective 

program design and implementation 

Greater savings may be possible via a 

formal program 

General organisational improvements (Section 8)  

Structure not optimal for multi 

operator environment and 

clear purchase provider 

arrangement  i.e. Capital 

metro 

 

Some misalignment between PT and 

ACTION (purchaser provider) 

Some necessary functions i.e. 

‘Contracts management’ ‘Performance 

analysis’ not present 

Depot structure not completely 

symmetrical 

Excess Transport Officers (fixed 

numbers via EA) 

Realign PT and ACTION 

functions (purchaser and 

provider) 

Implement new specialist 

roles  

Move and/or add 

functions 

Develop identical depot 

structures 

Implement specialist 

roles in adjusted 

ACTION structure 

Adjust TO numbers 

 

For ACTION, we predict this structure 

will yield net savings of $1.11 million 

p.a. excluding transfers, assuming 

2014 rates for Transport Officers and 

Administration staff.  

For PT we predict this structure will 

yield a net increase of $0.43 million 

p.a. However, if the PT personnel were 

put on the TAMS Comcare rate, then 

the net increase of $0.43 million p.a. 

would reduce by $0.27 million p.a. 

Shifts not aligned with peak 

work-loads within the 

workshops and incomplete 

data entry of labour job times 

Shift times do not align with peak work 

loads 

Institutionalised overtime in place. 

Maintenance Time and effort’ data not 

being input into TIMS & does not allow 

complete job or resource analysis 

Alter shifts to align with 

workload 

Remove overtime 

Improve data input 

 

Realign maintenance 

shifts  

Remove weekend 

overtime 

Implement maintenance 

time data entry 

Cost neutral 

Sub optimal  strategic 

planning and  management 

process 

 

Deficient Strategic planning and 

Management process 

 

Implement Strategic 

planning and 

management systems 

Utilise netBI for evidence 

based decision making 

Implement Strategic 

planning and 

management system via 

supplied  frameworks 

 

Long term enabler of other 

improvements. Not costed 

Deficient operating processes Deficient accounting processes Improve processes Implement suggested Long term enabler of other 
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Aspect Problem Diagnosis Solutions/Options Recommendation Impacts, Achievability 

within ACTION 

 

Incomplete incident management 

documentation 

Inconsistent Absence management 

 

accounting framework 

Document incident 

processes 

Implement absence 

management 

improvements. Not costed 

IT systems deficiencies 

 

No data interface between TIMS and 

netBI and Sequel and netBI 

netBI licences not with those that need 

them 

Build data extracts  

Reassign netBI licences 

 

Build and implement 

netBI data extracts for 

TIMS and Transequal 

and reassign licences for 

netBI 

Long term enabler of other 

improvements. Not costed 

Limited formal problem 

solving 

 

Lack of formal methodology, training or 

activity 

Choose and implement 

problem solving 

methodology 

Choose and implement 

problem solving 

methodology 

Long term enabler of other 

improvements. Not costed 

Other improvements required 

 

Other system and process deficiencies 

 

Remedy deficiencies 

 

Implement finance 

costing improvements 

Implement ACTION 

management process 

Implement Fleet and 

Maintenance strategies 

Extend strategic sourcing  

Evaluate and adopt 

alternative training 

methodologies 

Conduct investigation of 

rear door loading 

Investigate alternative 

commercial provision of 

IT services 

These organisational improvements will 

provide significant cost savings but 

these are of a long term nature but are 

long term in nature. Not costed 
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1.7 Service Delivery Models 

1.7.1 What are service delivery models? 

The term ‘service delivery models’ (as used in this report) refers to the planning and 

regulatory framework by which bus services are regulated, procured and operated. This 

framework defines: 

 The form of competition to supply services, which can include open entry to the 

market (‘deregulation’), limited entry (e.g. through periodic competitive tendering), or 

no entry (monopoly) for interested operators. 

 The basis for operator selection in limited entry markets (the form of the 

procurement process, whether by competitive tendering or other means). 

 The roles of operators and government authorities in the provision of services (e.g. 

including responsibilities for the determination of services and fares; the provision of 

vehicles, depots and other assets; the responsibilities for cost risks and revenue 

risks). 

1.7.2 Australian metropolitan bus service delivery reforms and 

outcomes 

Until the early 1990s, bus service provision in Australia’s state/territory capital cities was 

provided by direct government (public) operations in six of these cities (Brisbane, Perth, 

Adelaide, Canberra, Hobart and Darwin), while extensive private operations existed 

alongside, but separate from, public operations in the two largest cities (Sydney and 

Melbourne). In all cases, there was effectively no competition to provide services: even 

in the case of private operation, contracts with the (long-established) incumbent 

operators were effectively of indefinite duration (although perhaps formally subject to 

periodic rollover or ‘negotiation’). 

The situation started to change in the mid/late 1990s. The transport authorities in Perth, 

Adelaide and Melbourne moved to outsource the metropolitan bus services that they 

had previously operated directly through corporatised government entities. This 

outsourcing was implemented through competitive tendering (CT). In all three cases, the 

reforms were generally judged to be very successful, particularly in terms of the 

substantial cost savings that were achieved, typically in the range 20%-30% or more. 

Despite this, little further regulatory reform took place in the Australian metropolitan bus 

sector for a period approaching 15 years. 

However, over the last three years, there has been a significant shift in state 

government policies in the three largest state capitals (i.e. Sydney, Melbourne and 

Brisbane) and in Darwin. In Sydney, the government competitively tendered most of the 

metropolitan bus services that were previously provided by private operators through 

negotiated contracts. In Melbourne, in 2013 the state government tendered 

approximately one-third of Melbourne’s bus services through a single contract. In 

Brisbane/SE Queensland, the state government indicated its intention to open services 

to competitive tender, and detailed studies are currently in progress. In Darwin, in 2014 

the NT government tendered out those bus services that had previously been provided 

directly by the government operator.  
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Table 4 sets out the major bus service delivery reforms that have taken place in 

Australian capital cities since the early 1990s. It also summarises the key outcomes of 

these reforms in terms of unit costs, service quality and patronage aspects. Key findings 

in relation to these reforms include: 

 All reforms have involved competitive tendering (CT), mostly of services that were 

originally provided by a monopoly public operator, and in other cases of services 

previously provided by a monopoly private operator. 

 Unit costs of service provision have been reduced substantially, in the range of 

10%-30%, in all cases. 

 The greatest unit cost reductions, generally in the range 20%-30%, have occurred 

where a previous public monopoly operation was opened to CT. However, the unit 

cost reductions have also been quite substantial, in the range 10%-20%, where 

previous private monopoly operations were opened to CT. 

 In all areas for which data is available, the reforms have resulted in (i) 

improvements in service quality and user-orientation of services; and (ii) significant 

increases in patronage relative to the expected situation in the absence of the 

reforms. 

Those public operators that have not been subject to outsourcing/competitive tendering 

(principally State Transit NSW, Brisbane Transport and Metro Tasmania) have 

implemented a number of internal reforms, including various forms of corporatisation, as 

means to improve their performance. These internal reforms have had modest success, 

typically over a period of up to 5 years, but the benefits of these reforms have been 

found to dissipate over time in the absence of strong ongoing pressures and incentives 

to improve performance. Over the 5-10 year timescale, only very limited improvements 

in performance have been evident. Similarly, in ACTION, internal reforms of this type 

have also been implemented, with generally similar results. 
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Table 4: Australian Metropolitan Bus Reforms – Cost and Service Impacts 

Metro Area 
Reform 

Years 

Service Delivery Model Impacts 

Before After*
 

Unit cost 

reductions 

Service quality & 

patronage 

Perth 1995-98 Public 

(monopoly)  

Private 

(CT) 

c. 25% - 30% Substantial 

improvements: bus 

patronage/capita 

increased c. 35% 

(98/99-12/13) 

Adelaide 1996-99 Public  

(monopoly) 

Private 

(CT) 

c. 25% - 30% Significant service 

quality improvements: 

bus patronage trend 

improved c. 4% p.a. 

during initial 7 years 

Melbourne (1) 

1993,96 

Public  

(monopoly) 

Private 

(CT) 

c. >20% n/a 

 (2) 2013 Private (part 

CT, part 

negotiated) 

Private 

(CT) 

c. 15-20% n/a 

Sydney – Public  

(monopoly) 

No change   

2012,13 Private 

(negotiated) 

Private 

(CT) 

c. 10% - 20% Quite substantial 

improvements included 

in contracts 

Darwin 2014 Public  

(monopoly) 

Private 

(CT) 

c. 13% n/a 

Brisbane/SEQ Proposed 

(2015+) 

Public  

(monopoly)  

Private 

(negotiated)  

Under 

study (CT) 

Detailed studies in progress for 

outsourcing/CT - no firm decisions yet 

taken 

Tasmania – Public  

(monopoly)  

 

No change Metro Tasmania P/L (Hobart, 

Launceston, Burnie) - other services 

provided by private operators. 

  *In all cases, new operator was selected, through competitive tendering, to provide the services for a 

specified period. 

1.7.3 Service delivery options for assessment for Canberra 

Potentially a very large number of service delivery models could be considered for 

adoption for Canberra. It is beyond the scope of this study to assess all such options in 

detail; our approach has been to specify a small number of representative options for 

assessment purposes, with subsequent work focused on developing and assessing the 

preferred option(s) in detail.  

Based on our appraisal of the ACTION situation, and our knowledge and experience of 

service delivery reforms in Australia and internationally, we have defined three 

representative service delivery options for assessment at this stage: 

 Option A: ‘Business as Usual’ (BAU) 

 Option B: ‘Reformed Public Operator’: involves continued government operation but 

with enhancements in efficiency and effectiveness (as achievable within the 
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government environment) and likely to involve changes in ACTION’s governance 

arrangements (e.g. corporatisation) 

 Option C: ‘Outsourcing’: involves outsourcing of operations (including maintenance) 

functions, through competitive tendering (assumed to a private operator), with 

strategic/policy functions being retained in the government sector 

Table 5 sets out the roles and features defined within each option in more detail. 

Consistent with the focus of service delivery models, the three options are characterised 

primarily in terms of: regulatory aspects, including the form of competition and the basis 

for procurement of operators; the allocation of functions between the policy/funding body 

(government) and the operator(s); and the institutional/governance arrangements for 

those functions which are managed by government. A number of the specific measures 

considered elsewhere in this report (e.g. changes to fare structures) could be readily 

implemented in any of the service delivery options, and are therefore not relevant to the 

choice between these options (and hence not included in any/all of the options defined 

here). Some of the specific measures considered (e.g., those with implications for 

industrial relations matters and the employment agreement) appear significantly more 

likely to be able to be implemented (in practice) under some service delivery options 

than under others; therefore these are relevant to the choice between delivery options, 

and have been considered in appropriate options and in their comparative assessment, 

as outlined in the following section.  
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Table 5: Outline of Service Delivery Options 

Title Key features and roles Additional comments 

A. 

Business 

as Usual 

(BAU) 

Continuation of current public 

monopoly situation. In terms of 

current government departmental 

structure: current EA (or similar), 

current O&M levels of efficiency and 

unit (real) costs, staff numbers, 

network structure and service levels. 

ACTION network, service levels, fleet 

requirements etc. to be adjusted in response 

to Capital Metro introduction. 

 

 

B. 

‘Reformed 

Public 

Operator’ 

Development and implementation of 

a phased programme of efficiency 

and effectiveness improvements, 

including the following:  

 transfer residual PT policy and 
planning functions to TAMS 

 assets to be leased to 
operating company  

 restructure operating company 
on private sector lines 

 formal contract between 
government and operating 
company, subject to annual 
review and joint business 
planning 

 operating company to retain 
both cost and revenue 
responsibilities  

 negotiate new EA more 
consistent with private sector 
employment terms and 
conditions (this is likely to 
occur progressively over more 
than one EA cycle) 

 Possibility of splitting operating company 
into depot-based units (as for C), so as 
to encourage ‘peer competition’ and 
facilitate later privatisation/outsourcing 
should this be decided on subsequently 

 Service frequencies to be optimised - 
especially in critical peak periods (to 
reduce fleet size) and on poorly 
patronised services. 

 Running times to be optimised, so as to 
maintain/improved on-time performance 
while reducing operational costs. 

 Network restructured on more 
commercial lines (some reductions in 
network coverage, better matching of 
supply and demand by focusing on high-
demand routes, allowing for incremental 
service costs) 

 Modify fare/ticketing structure on more 
commercial lines (zonal and/or distance-
based fares, peak vs off-peak fare 
differentials) 

 Contract to include joint business 
planning, performance monitoring 
regime (including incentives/penalties) 
and cost and revenue targets 

C. 

Outsourced 

Operations 

 All ‘operations’ (including 
vehicle maintenance) to be 
outsourced to private sector 
(operating/management 
contracts) through a periodic 
competitive tendering process 

 Several (2-4) depot-based 
‘operations’ contracts, based 
on groups of routes allocated to 
each depot 

 Main assets to be retained by 
government, leased to 
operator(s) 

 Operator(s) to negotiate a new 
EA and select staff from among 
current ACTION staff 

 Operator(s) to take (unit) cost 
responsibility, with 
network/service and revenue 
responsibilities remaining 
primarily with Government, but 
with operator incentives 

Key points of outsourced contracts: 

 Within each contract, operator to take 
responsibility for all operations, vehicle 
maintenance and related functions (but 
may choose to sub-contract some 
functions) 

 Operator funding model to be based on 
(i) fixed (gross cost) bid sum, adjusted 
periodically for cost inflation; (ii) variable 
rates for agreed service changes; and 
(iii) incentive payments (input and output 
incentives) within performance regime 

 Contract term 5-10 years (may include 
rollover provision) 

 Performance monitoring regime, 
including incentive/penalty system 

Major network and service review/restructure 

to be undertaken jointly by government and 

operator within first two years of new contracts 

 *Fares/ticketing changes not included here as independent of service delivery options 
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1.7.4 Service delivery option assessment and conclusions 

A comparative assessment of the three options was undertaken, based on five main 

criteria: expected patronage (and fare revenue) outcomes; gross operating costs (to 

provide a given level of service); budgetary uncertainty and risks; organisational 

responsiveness; and implementation and process risks. A summary of the financial 

assessment of the three options is provided in Table 6, focusing on the indicative 

financial performance (operating costs, farebox and other commercial revenues) over 

two timescales - the medium term (notionally 2018/19), by which time any new service 

delivery model should have been implemented; and the longer term (around mid-2020s), 

by which time any new model should have been fully phased in and its financial 

performance reached a steady state. Refer to Section 9.3 for further details of this 

assessment. 

Table 6: Summary of Financial Assessment of Service Delivery Options 

Option Year 
All costs and revenues in 2014/15 $million p.a. 

Op Costs Revenues Net Costs 

A: Business as 

Usual 

All 129 26 103 

B: Reformed 

Public Operator 

Medium term (c. 

2018/19) 

121 28 93 

Longer term (c. mid 

2020s) 

121 30 91 

C: Outsourcing Medium term (c. 

2018/19) 

107 31 76 

Longer term (c. mid 

2020s) 

91 35 56 

 

In summary, this assessment found the following: 

 The performance of the Outsourcing Option (C) is considerably superior to the 

business as usual (BAU) Option (A) regarding gross operating costs, patronage and 

fare revenue (in the medium/longer term) and budgetary certainty. 

 The Outsourcing Option (C) does involve some inherent risks associated with the 

outsourcing process and its implementation. However, given the extensive 

experience on the outsourcing of urban bus operations now available in Australia 

and internationally, it is considered that a large proportion of the potential risks can 

be effectively mitigated. 

 Under all the assessment criteria, the ‘Reformed Public Operator’ Option (B) rates 

between the other two options, but considerably closer to the BAU Option (A) than 

the Outsourcing Option (C). 

 The financial assessment indicates that, relative to the BAU Option (A), the 

Outsourcing Option (C) would be expected to reduce operating costs by around $22 

million p.a. in the medium term and around $38 million p.a. in the longer term. 

These estimates include both service adjustments (e.g. to running times), as 

outlined earlier, and cost efficiency (unit cost rate) improvements. We have 

estimated the cost efficiency savings for the longer term, based on ACTION’s recent 
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benchmarking studies and various other sources, resulting in a reduction in 

operating costs of about 26% to match typical private operator cost levels. For the 

medium-term, we have taken half this figure, about 13%, as the anticipated saving, 

recognising that the full potential savings may not be reached until after several EA 

cycles. The 13% figure is consistent with the ‘first round’ operating cost savings per 

kilometre (13%) for the new outsourced contract for the Darwin operation (which 

was previously operated by the NT government operator).  

 On the revenue side, we have allowed for modest increases in fare revenue under 

the Outsourcing Option, reflecting the evidence (e.g. from Perth and Adelaide) that 

outsourced contracts typically result in the redesign of services to better match user 

needs and thus increased patronage: in the longer term, we have assumed 

patronage and fare revenue increases of about 20% as a result of outsourcing; and 

in the medium term, about half this amount. We also note that no allowance has 

been made here, in any option, for any impacts of changes to the fares and ticketing 

system (which could occur in any or all options, as outlined earlier).  

 For the Outsourcing Option, the outcome of the cost and revenue changes is that 

the net costs to be funded by government, which are initially c. $103 million p.a., 

would reduce to c. $76 million p.a. in the medium term and around $56 million p.a. 

in the longer term. 

 For the Reformed Public Operator Option (B), it has been assumed that similar 

service adjustments could be implemented in the medium term, as for the 

Outsourcing Option, but that any efficiency gains would be very limited, given the 

constraints of the current EA (and its potential successors). The result is that net 

costs would reduce to around $91-93 million p.a. in both the medium and longer 

terms, i.e. considerably higher levels than those applying to the Outsourcing Option.  

As noted above, these findings reflect the relative merits of the service delivery options 

as defined, and do not cover the merits of other measures that may be implemented 

independently of the service delivery option chosen. 

If an outsourcing approach were to be selected, some significant transition costs would 

be expected. Some of these costs would relate to the development of the new model, 

the procurement/tendering process and the restructuring of the public transport 

functions remaining within government. In addition there would be significant transition 

costs relating to the transfer of employees from ACTION to the new operators, under 

different employment conditions. The extent of any such costs is unclear at this stage, 

as much will depend on the timing of outsourcing relative to the expiry/renegotiation of 

the current ACTION Enterprise Agreement. Estimation of transition costs is outside the 

scope of this review, and should be addressed as part of the next phase of work if an 

outsourcing approach is to be pursued.  

1.8 Recommended Way Forward 

In the light of our analyses in this review, including (i) ACTION’s history and performance 

trends, (ii) the Australian and international experience with urban bus regulatory/service 

delivery models, and (iii) our assessment of alternative models in the ACTION context, 

we recommend that the ACT government pursue outsourcing through competitive 

tendering of ACTION’s operations, including vehicle maintenance and related functions. 

All the evidence indicates that adoption of an outsourcing policy is highly likely to be 
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substantially more effective than other plausible policy options in improving the cost 

efficiency and enhancing the attractiveness of the services, and hence increasing 

patronage and fare revenue. This conclusion is strongly supported by World Bank policy 

papers on the pros and cons of direct government operation of urban transport services.  

Once fully implemented, an outsourcing policy is expected to reduce the government 

funding requirements relative to the continuation of current policies by around $27 

million p.a. in the medium term and by up to $47 million p.a. (about 46%) in the longer 

term, or to allow network frequency and coverage improvements of a commensurate 

amount.  

Implementation of such an outsourcing policy is a significant undertaking: it will take 

several years to complete, will require substantial IR/EA issues to be tackled, and will 

involve significant transition costs - while noting that the payback period on these costs 

will be relatively short. We note, however, that there are now numerous precedents (in 

Australia and internationally) for the implementation of such policies, and that the 

potential risks are now well known and largely able to be mitigated. 

If our recommendation on outsourcing is accepted, then we would also recommend that 

priority be given to developing a detailed action plan and timetable for its 

implementation. Such a plan is likely to include a number of supporting actions to 

facilitate outsourcing (e.g. improvements in ACTION’s management systems, some 

internal organisation restructuring to separate functions to be outsourced from those to 

be retained in government).  

Over the next 2-3 years, we recommend that high priority be given to the preparations 

for outsourcing, including supporting actions. Over this period, we also recommend that 

the following important improvement measures (drawn from Table 3) be pursued, as 

these are highly desirable under any service delivery model and can be implemented 

largely independently of the decision regarding outsourcing: 

 Detailed analysis of bus running times (by route and time of day) and adjustments 

where appropriate, to provide more efficient and effective services, without 

compromising reliability.  

 Detailed planning of network re-design and service changes to be implemented now 

to optimise savings and also in conjunction with the introduction of the Capital 

Metro. 

 Completion of detailed business case studies relating to the case for the proposed 

depot strategy. 

 Organisational improvements i.e. improvements to strategic organisational planning, 

structures and staffing, and work practice improvements (e.g. redeployment and 

transitional arrangements, review of overhead costs and improvements to business 

practices) taking into consideration the need to co-ordinate and manage both light 

rail and bus operations and maintenance in the future. 

 Expansion of the current fleet procurement and replacement plans to the 

development of a full Fleet Strategy, including growth and configuration 

requirements to meet the targets of the Transport for Canberra strategy.  

 Review of fleet procurement and inventory purchase and maintenance procedures. 

 Further review the option of establishing a distance-based (or possibly zonal-based) 

fare model, taking into consideration technological capacity and fare policy. 
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 To complement the introduction of Capital Metro, the implementation of strategic 

organisational improvements to strengthen contract management and performance 

management capabilities, including the formation of an Advisory Board for over-

arching governance and strategic direction.  

 To assist with the necessary organisational reform process, establishment of a 

Change Management Process and champion teams to facilitate the changes to 

business processes. 

 Progression of an IR/EA reform process. 

 Establishment of key performance targets and implementation of a performance 

regime to measure and monitor the productivity and performance of public transport 

services. 
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2 Benchmarking 

This section reports on the project work undertaken to analyse the performance of the 

ACTION business over time and in comparison with other Australian public and private 

operators.  

The following sections are arranged under two main topic areas as follows: 

 ACTION KPI trends and comparisons: This topic area provides information on 

ACTION’s current performance and trends in performance, as reflected in a set of 

key performance indicators (KPIs), and including comparisons with a group of 

interstate metropolitan bus operations. It is split into two sections: 

 Section 2.1 (and Appendix A) sets out the results and key findings from an 

analysis of ACTION’s aggregate annual performance trends in the period 

1999/00 - 2013/14. 

 Section 2.2 (and Appendix A) presents the results of comparisons of ACTION’s 

recent performance (years 2012/13 and 2013/14) against a set of KPIs with the 

corresponding performance of metropolitan bus operations in Adelaide, Perth, 

Tasmania, and Brisbane. 

 ACTION cost efficiency benchmarking appraisal: This topic area focuses on 

comparison of ACTION’s unit costs for recent years with comparable costs for 

efficient (private) operators elsewhere in Australia. It examines three strands of 

evidence: 

 Section 2.3 (and Appendix A) involves a review/appraisal of the ACTION Buses 

Benchmarking Review for 2012/13 and earlier years (undertaken by Indec 

Consulting). 

 Section Error! Reference source not found. (and Appendix A) involves a 

review/appraisal of results from the Australian National Bus Performance 

Benchmarking Group (NBPBG) project on the comparative analyses of private 

and public (including ACTION) operator cost efficiency performance for 

2011/12. 

 Section 2.5 involves a commentary on an earlier (1998/99) source that permits 

an historic perspective on how ACTION’s cost efficiency, relative to both other 

public and private operators, has changed since 1998/99 (Australian Bus 

Benchmarking Assessment 1998/99, Booz Allen Hamilton for Australian public 

operators, including ACTION). 

Finally, Section 2.6 provides a summary of findings on ACTION’s relative performance, 

both over time and by comparison with other Australian public operators and private 

operators. 
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2.1 Action KPI Performance and Trends 1999/00 – 2013/14 

The key findings of this analysis are as follows: 

 Patronage. Patronage (boardings) increased at an average rate of about 0.75% 

p.a. over the 14-year period. This was at about half the rate of increase of 

Canberra’s population, resulting in a slow decline (c. 0.7% p.a.) in patronage per 

capita.  

 Fleet and operations. Over the total period, annual bus kilometres operated 

increased by 15%, annual bus hours operated by 17% and (since 2003/04) the fleet 

size by 15% (morning peak buses increased by 17%). In all cases, these rates of 

increase have been somewhat lower than the population growth (23% over the 

period). 

 Service utilisation. The ratio of patronage to bus kilometres showed some 

increase in the first half of the period, but since then has declined by some 15% 

from its 2007/08 peak (i.e. service kilometres has been increasing faster than 

patronage in recent years). 

 Fare levels. In real terms (inflation-adjusted using CPI) average fares (i.e. fare 

revenue/boarding) have fallen by 23% (average 1.8% p.a.). Over the period they 

have also fallen quite substantially relative to petrol prices. 

 Fare revenue. Total fare revenue has been broadly constant (in real terms) over the 

period, as the gradual increase in patronage has largely offset the reducing real 

fares per passenger. 

 Total costs. Total (gross) costs were generally static in the early part of the period, 

but have grown (in real terms) by about 55% (average 3.7% p.a.) over the 12 year 

period since 2001/02. Similarly, total costs/boarding have increased by some 38% 

(real) over this period and total costs/bus kilometre by 29%. 

 Cost recovery. The farebox cost recovery ratio (total fare revenue: total operating 

costs) has declined over the last 12 years from 24% to 16.6%, with most of this 

decline occurring in the second half of the period.  

The overall picture which emerges from the 14-year period is generally more negative 

than positive: 

 service levels have gradually increased, although at a rate slightly slower than 

population growth 

 average fares have been decreasing in real terms (and relative to petrol prices), at 

close to 2% p.a. 

 despite increasing service levels and reducing real fares, patronage per capita has 

fallen (by c. 0.7% p.a.) 

 total fare revenue have been broadly constant or slightly declining in real terms 

 unit costs (per bus kilometre) have been increasing by around 2% p.a. in real terms 

 as a result of these factors, the cost recovery ratio has fallen substantially to less 

than 17% in 2013/14 
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2.2 Interstate Key Performance Indicator Comparisons  

2.2.1 Introduction  

This section summarises work undertaken to benchmark ACTION’s recent performance, 

as measured by a set of Key Performance Indicators (KPIs), with the following interstate 

metropolitan bus operations: 

 Adelaide – all metropolitan bus operations (sourced from Public Transport Services 

Division, SA Department of Planning, Transport & Infrastructure) 

 Perth – all metropolitan bus operations (sourced from Transperth, Public Transport 

Authority WA) 

 Tasmania – Metro Tasmania bus operations, in Hobart, Launceston and Burnie 

(sourced from Metro Tasmania) 

 Brisbane – Brisbane Transport bus operations (various sources) 

We note that: 

 The Adelaide and Perth bus operations have been outsourced through periodical 

competitive tendering since the late 1990s. These metropolitan areas have 

developed reputations for cost efficiency in bus service provision, while at least 

maintaining and generally enhancing the quality, customer focus and hence 

patronage of their bus services. 

 The Tasmanian (State government) and Brisbane Transport (Local government) bus 

operations remain operated directly by their respective government authorities. 

They are generally regarded as among the more cost efficient of the remaining 

public bus operations in Australia. 

Where suitable data was available, comparisons were undertaken using annual 

statistics for 2012/13 and 2013/14. All the analyses relate to the bus mode only (noting 

that in Adelaide, Perth and Brisbane a major part of the overall public transport task is 

undertaken by urban rail services). 

We note that most of the data required was not available from published sources, and 

therefore had to be obtained directly from the transport authorities/operators concerned 

or from various unpublished sources. As part of our data collection/analysis tasks, 

considerable care was taken to ensure that all estimates were as comparable as 

possible across the five jurisdictions, in terms of both the items covered and 

standardisation of their treatment. This was particularly an issue for asset capital 

charges (depreciation, leasing, interest etc.). We adjusted published figures to reflect 

economic depreciation and costs of capital, based on current market valuations of the 

assets. Having completed the data collection/analysis tasks, we have a good level of 

confidence of the comparability of estimates between Perth, Adelaide and ACTION, and 

a lower level of confidence relating to the Tasmania and Brisbane estimates.  

The analyses undertaken covered 21 KPIs, within five groups: 

 Operational performance 

 Patronage performance 

 Fare and revenue performance 

 Cost performance 
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 Public funding performance 

Results are summarised in the following sub-sections, with details included in Appendix 

A. 

2.2.2 Operational Performance 

This group of KPIs covers the relationships between various operational outputs, e.g. 

bus kilometres, bus hours and numbers of buses required. 

Key findings include: 

 ACTION’s bus utilisation (bus-hours p.a. per peak bus) is low relative to both 

Adelaide and Perth (data not available for the other systems). These differences 

most likely reflect the relatively low off-peak levels of service provided by ACTION, 

as shown in the service level comparison in Section 2.6.1. 

 ACTION’s average operating speed (c. 28 km/h) is significantly higher than Adelaide 

and Perth (24-25 km/h). These differences largely reflect differences in road and 

traffic conditions, stop frequency, express/limited stop operations and passenger 

loadings. 

2.2.3 Patronage Performance 

This group of KPIs covers measures of patronage relative to levels of operational inputs 

(service kilometres, numbers of buses used). Two measures of ‘patronage’ are used: 

passengers (boardings) and passenger kilometres (allowing for the distance travelled 

per passenger). 

Key findings include: 

 The average distance travelled per passenger (boarding) on ACTION services (9.4 

km) is significantly higher than on any of the other systems (Adelaide 8.7 km, 

Brisbane 8.5 km estimate, Perth 5.6 km). The differences in average distance 

travelled will partly reflect the relatively low density/spread-out nature of Canberra 

and also that in the other areas (excluding Tasmania) a large proportion of longer-

distance trips are carried by rail services. 

 In terms of the boarding rate (passenger boardings/service kilometre), ACTION’s 

performance is the lowest of the group by a considerable margin. However in terms 

of its average loadings, ACTION (8.3 passenger kilometre/bus service kilometre) 

ranks ahead of Perth (7.2), but well behind Brisbane (11.8 estimate) and Adelaide 

(9.3).  

2.2.4 Fare and Revenue Performance 

This group of KPIs covers average fares (per passenger boarding and passenger 

kilometre) and total fare revenue in relation to service kilometres operated and buses 

used. 
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Key findings include: 

 In terms of fare revenue/passenger (boarding), the ACTION average is $1.21 

(excluding GST). This is slightly below Adelaide ($1.29), but above Tasmania 

($1.12) and well above Perth ($0.77). 

 However, in terms of fare revenue/passenger kilometre, the ACTION average is the 

lowest, at $0.13/km, while Adelaide and Perth are $0.14-$0.15/km and the Brisbane 

estimate is $0.20/km. 

 In terms of total fare revenue per service kilometre and per bus operated, ACTION’s 

performance was on a par with Perth, but well below Adelaide and Brisbane. 

2.2.5 Cost Performance 

This group of KPIs covers total (gross) costs of operation (including capital charges) 

relative to (i) the amount of service provided (service kilometres etc.), and (ii) the 

passenger task undertaken (passenger boardings and passenger kilometres). 

Key findings include: 

 In terms of total costs/service kilometre, the ACTION figure ($7.70) was around 30% 

higher than Perth and Adelaide and 12% higher than Brisbane. In terms of total 

costs/service hour, ACTION (c. $220/hour) was about 50% higher than both Perth 

and Adelaide.  

 In terms of total costs relative to patronage measures, ACTION’s average cost per 

passenger ($8.70) is substantially above all the other systems, which have costs 

some 35%-50% lower. In terms of costs per passenger kilometre, ACTION’s figure 

($0.92) is again considerably higher than Perth ($0.79), Adelaide ($0.64) and 

Brisbane ($0.58).  

 On the basis that the costs of carrying passengers are a function of both the 

numbers of passengers carried (boardings) and the length of their trips (passenger 

kilometres), the overall costs of carrying passengers in Perth, Adelaide and 

Brisbane are all in the range 25%-40% below those for ACTION.  

2.2.6 Public Funding Performance 

This group of KPIs covers net public funding relative to a measure of service provided 

(service kilometre) and measures of patronage (passenger boardings and passenger 

kilometres), and also covers cost recovery performance (i.e. non-government revenues 

as a proportion of total costs). 
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Key findings include: 

 In terms of funding/passenger, ACTION has the highest rate ($7.20) of the five 

areas, by a considerable margin. Its rate is over double that for the other areas, 

which are all in the range of $3.00 (Brisbane) to $4.20 (Adelaide). On a Personal 

leave per passenger kilometre basis, ACTION’s rate ($0.76) is still substantially 

higher than the other operators (in the range $0.36 to $0.63).  

 In terms of overall cost recovery, ACTION’s rate was about 18%, which is the lowest 

of the five systems. Perth, Adelaide and Tasmania all had ratios in the 20%-25% 

range, with Brisbane substantially higher at 37%. 

2.2.7 Overall Conclusions 

We draw the following key conclusions from the analyses undertaken for the five 

systems covered:   

 In terms of the costs of service provision, relative to Perth and Adelaide, ACTION’s 

cost rates are some 30% higher in terms of costs/service kilometre, and 50% higher 

in terms of costs/service hour. ACTION’s figures were also 10%-15% above those 

for Brisbane and Tasmania.  

 In terms of the utilisation of the services provided, ACTION’s performance is 

relatively poor in terms of the average boarding rate (passengers per service 

kilometre), but somewhat better (third out of four) in terms of its average loadings 

over the route (passenger kilometres per service kilometre).2 

 In terms of its fare levels, ACTION’s fares are mid-range on a per passenger basis, 

but on the low side on a per passenger kilometre basis. 

 ACTION’s overall cost recovery (c. 18%) is at the bottom of the range: Perth, 

Adelaide and Tasmania all have figures in the 20%-25% range, with Brisbane 

substantially higher, at 37%. One implication of such a low cost recovery ratio is that 

proportionate changes on the cost side (e.g. 20% cost reduction) will have a much 

larger bottom-line impact on government costs than the same proportion changes 

on the revenue side of the ledger (e.g. 20% revenue increase). 

2.3 ACTION Cost Efficiency Benchmarking Appraisal (Indec) 

  

                                                

2
 Together this may suggest that while the underlying demand levels are relatively low, the overall network structure is 

relatively effective. 
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2.5 Historic Cost Efficiency Comparisons  

The Australian Bus Benchmarking Assessment project was commissioned by the 

Australian public sector bus operators and undertaken by Booz Allen Hamilton for most 

years through the 1990s. It entailed an annual analysis of costs and operating statistics 

for the public operators and a selection of major private operators throughout Australia, 

resulting in a set of unit costs for each operator on a comparable basis. 

The most recent (final) report of the project related to year 1998/99. This covered: 

 Five public operators – ACTION, Brisbane Transport, Darwin Bus Service, Metro 

Tasmania (operations in three centres) and State Transit – Newcastle Buses. 

 Six major private operators – operations in Sydney, Melbourne, Adelaide and Perth. 

2.5.1 Comparative Results 

Table 7 below provides a summary of relevant results from the ACTION perspective, for 

total operating costs and for each of the three main cost categories, giving: 

1) The ranking of ACTION’s unit costs among the five public operators. 

2) The ratio of the total (weighted average) unit costs for the six private operators to 

the corresponding unit costs for ACTION.  
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Table 7: Summary Results on Unit Operating Costs from Australian Bus Benchmarking 
Assessment 1998/99 

Cost Category 
ACTION ranking among 

public operators 

Average cost for of private 

operators relative to ACTION 

Time-related (per bus hour)* 3 68% 

Distance-related (per bus km) 3 73% 

Operating overheads (per peak bus) 3 58% 

Total operating costs (‘standard’ 

operation) 

3 66% 

  *Time-related costs comprise all direct driver costs (wages and on-costs); distance-related costs comprise 

fuel/oil, tyres, bus repairs and maintenance; operating overheads comprise all other operating costs. 

In regard to (1), on all four measures ACTION ranks in the middle (3 rd) of the five public 

operators. Overall, Darwin had the highest total unit costs, followed by Newcastle; 

Brisbane was fourth highest and Tasmania the lowest (by a substantial margin). 

In regard to (2), to match the private operator (weighted) average, ACTION would have 

needed to reduce its overall operating costs by 34%. For each of the main cost 

components, the required reductions would be 32% for the time-related (driver) costs, 

27% for distance-related costs and 42% for operating overheads. 

2.5.2 Comment 
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2.6 Summary of Findings 

This section provides a summary of findings from this section on ACTION’s performance 

trends over time and performance comparisons with other Australian metropolitan bus 

operations. These findings are provided in three subsections, as follows. 

2.6.1 ACTION’s General Performance Trends over Time (1999/00-

2013/14) 

Over the 14-year period 1999/00-2013/14, the following have been the key trends in 

ACTION’s performance at an aggregate level: 

 Service provision has gradually increased, at a rate averaging 1.0%-1.5% p.a. 

(slightly lower than population growth). 

 Average fares have decreased in real terms (and relative to petrol prices), at close 

to 2% p.a. 

 Despite the gradually increasing service levels and reducing real fares, patronage 

per capita has been slowly falling (by about 0.7% p.a.) 

 Unit costs (per bus kilometre) have been increasing in real terms by around 2% p.a.  

 As a result of these factors, the cost recovery ratio has fallen quite substantially, 

from around 25% at the start of the period to under 17% in 2013/14.  

2.6.2 ACTION’s General Performance Comparisons with Other 

Metropolitan Operations 

Analyses compared ACTION’s operational, market and financial performance data for 

years 2012/13 and 2013/14 with data for Perth (all private operator contracts), Adelaide 

(all private operator contracts), Metro Tasmania (public operator) and Brisbane Transport 

(public operator), with the following key findings: 

 In terms of the costs of service provision, ACTION’s cost rates are some 30% higher 

than those in Perth and Adelaide in terms of costs/service kilometre, 50% higher in 

terms of costs/service hour. ACTION’s figures were also 10%-15% above those for 

Brisbane and Tasmania.  

 In terms of the utilisation of the services provided, ACTION’s performance is 

relatively poor in terms of the average boarding rate (passengers per service 

kilometre), and somewhat better (third out of four) in terms of its average loadings 

(passenger kilometres per service kilometre).  

 In terms of its fare levels, ACTION’s fares are mid-range on a per passenger basis, 

but on the low side on a per passenger kilometre basis. 

 ACTION’s overall cost recovery (c. 18%) is at the bottom of the range: Perth, 

Adelaide and Tasmania all have figures in the 20%-25% range, with Brisbane 

substantially higher, at 37%.  
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2.6.3 ACTION’s Cost Efficiency Comparisons with Other Metropolitan 

Operations 

Three different studies have been reviewed to examine how ACTION’s cost efficiency 

(unit cost rates) compares with other Australian metropolitan public and private bus 

operations. All three studies give generally similar results, with the following key findings: 

 ACTION’s costs to provide a given level of service would need to reduce by around 

10%-15% overall to match the average of the other Australian public bus operators. 

 ACTION’s costs would need to reduce by around 30% overall to match typical costs 

of metropolitan private operators (most of these operate within a competitive 

tendering system).  

 To match private operator cost levels, the great majority (c. 80%) of savings would 

need to come from labour costs (by way of changes in numbers of staff and staff 

utilisation, base wage rates, allowances and labour on-costs).  

The relativities between ACTION’s cost rates and those of other Australian public and 

private operators appear to have changed only marginally over the last 20 to 30 years. 

 

2.6.4 On-Time Running 

Please see Appendix I for a supplementary comparison of on-time running with other 

jurisdictions. 
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3 Analysis of Financial Position 

3.1 Analysis of 2014 Financial Year Results 

In Phase 2 of this study we examined the operational funding of ACTION for the period 

2009 through to 2013 and outlined the methodology for a transport model which would 

separately consider:  

 Sources of funding for ACTION 

 Cost of the network, variable with units of output for a bus operator (kilometres, 

hours) and indirect support overhead costs, which are fixed in nature 

 Activities of ACTION where the bus network is deemed the core function, and other 

activities such as Special Needs Transport and administration of the Rural Bus 

scheme deemed as being non-core 

In Phase 3 we have developed and applied this model to examine the following: 

 Actual financial funding and analysis for the 2014 financial year 

 Projected funding for 2015 using 2014 Network factors as the base 

 Projected funding for 2016-2020 based on Network 2014 a “business as usual” 

approach 

 Projected funding position for 2015-2020 under various cost savings scenarios 

 Projected funding position for 2031 

3.1.1 Summary 

The net funding outcome for ACTION for the 2014 financial year was a deficit of $1.46 

million, while the budget was for no deficit or surplus. Reasons for the deficit included: 

 On a cost per kilometre basis, the actual cost of running the network was $3.82 per 

kilometre against budget of $3.74 per kilometre, with service kilometres operated 

slightly over budget. The increased costs associated with service delivery of $2.7 

million were primarily due to increased driver costs ($2.35 million), and maintenance 

costs ($0.46 million). 

 Actual support costs exceeded budget by $0.52 million due to increased Transport 

Officers (including drivers training costs), $0.44 million, and administration costs 

($0.12 million), offset by savings in administration wages ($0.04 million). 

 Increased Comcare expenditure based on the 2009 rate was $4.17 million, which 

was below the one-off Comcare funding provided of $4.81 million.  

 Fare revenue exceeded the adjusted budget by $0.44 million, concession revenue 

increased over budget by $1.38 million, while other revenue was below budget by 

$0.46 million. 

 Special Needs Transport operated at a cash deficit of $0.48 million ($0.32 million 

above budget) and Rural Bus administration funding exceeded expenditure by 

$0.09 million.  

The 2014 adjusted base budget is a breakeven cash flow from operations, with revenue 

consisting of Government Payments for Output (GPO) ($91.67 million, excluding Rural 

Bus funding of $0.58 million), fares revenue ($21.02 million), and concessions and other 

revenue ($9.75 million). Costs included network costs ($92.06 million) for service 

delivery of 24.61 million service kilometres; overhead and interest costs ($25.42 million); 
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and Special Needs Transport and Rural Bus administration at a net cost of $0.02 million. 

In addition, $4.81 million was provided as one year of funding for Comcare increases. In 

this analysis we have excluded from the calculations Comcare increases over a 2009 

base year.  

Base Government Payment for Output (GPO) funding in 2014 increased by $11.13 

million, from $81.12 million to $92.25 million. The split of GPO funding was $91.67 

million for route services and $0.58 million for Rural Schools funding. The increase in 

route services was primarily the result of increased net base funding of $4.59 million 

($9.48 million in 2014, offset by reductions in base funding carried over from 2012-13 of 

$2.09 million and $2.80 million from 2011-12) and a one-off increase in Comcare of 

$4.81 million. The balance of $1.73 million consisted of indexation, a transfer of the 

depot feasibility funding, minor fares adjustments around fare free days, Gold Card 

qualifying age changes, and a one-year adjustment of $0.41 million provided to improve 

bus services on the Centenary Bus Loop.  

The net base funding increase of $9.48 million in 2014 was to meet revenues and costs 

areas where there were identified changes e.g. fare changes, changes to driver wages, 

expenditure review savings, and changes in insurance and minor resourcing changes. 

ACTION does not produce a transport-based budget based on unit costing, and does 

not adjust the base budget using flexible budgeting techniques for changes to variable 

outputs. Reporting of actuals is also carried out at a top level so does not identify in 

detail any savings or efficiencies. An example is that the budget for the network may be 

set within the parameters produced by scheduling. The network is continually being 

updated with routes being refined so that there may be saving and efficiency changes, 

but there is no system that allows the efficiency savings of these network refinements to 

be quantified. Therefore, to provide a base, the net changes in base funding from 2011 

to 2014 have been allocated to the network budget based on driver costs and hours in 

the 2013 network (2014 financial year), kilometres established in the 2013 network, and 

updated unit costs for other network cost components. This enables a correlation 

between the costing methodology used by ACTION and the base. 
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Table 8: ACTION Results 2014 

ACTION Ref $'000 $'000 $'000 $'000 $'000 $'000 

Financial Accounts Table Budget Base 

Funding 

Non-Base 

Funding 

Adjusted  

Budget 

Actual Var 

Total Kilometres (000)  24,614   24,614 24,778 164 

Route Network Costs        

Fares  20,586 432  21,018 21,453 435 

GPO Base   85,833 1,028 4,813 91,674 91,674 - 

Concessions  6,305   6,305 7,685 1,380 

Other Revenue  3,298 150  3,448 2,989 (459) 

Total Revenue  116,022 1,610 4,813 122,445 123,801 1,356 

Bus Hourly Cost        

Drivers Wages* 11 56,136 1,084  57,220 59,570 (2,350) 

Bus Km Cost     -   

Mechanics / Cleaners* 12,14 11,693 249  11,942 11,886 56 

Fuel Diesel 15 11,881   11,881 11,870 11 

Fuel LPG /CNG 15 1,740   1,740 1,775 (35) 

Lubricants 16 268   268 314 (46) 

Tyres /Tubes 16 737   737 989 (252) 

Parts 16 6,198   6,198 6,412 (214) 

Bus Km Cost  32,517 249 - 32,766 33,246 (480) 

Bus Number Costs 17 2,071   2,071 1,945 126 

Total Network Costs  90,724 1,333 - 92,057 94,761 (2,704) 

Cost per Km  $3.69   $3.74 $3.82  

Support Costs 

(Operation) 

       

Transport Officers* 18 6,076 113  6,189 6,632 (443) 

Administration Salaries* 19 6,415 128  6,543 6,498 45 

Other Administration 20,21 12,224 -  12,224 12,342 (118) 

  24,715 241 - 24,956 25,472 (516) 

Interest  459   459 459 - 

Total Costs  115,898 1,574 - 117,472 120,692 (3,220) 

Cost per Km  $4.71   $4.77 $4.87  

Comcare Increases (Base 2009)*   4,813 4,813 4,176 637 

Funding Result Route Network 123 36 - 159 (1,067) (1,227) 

Per Km        

Other Activities        

Special Needs Transport 25 (123) (36)  (159) (479) (320) 

Rural Bus Program 26 -   - 90 90 

Overall Funding Result  0 0 - (0) (1,456) (1,457) 

Non Funded        
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ACTION Ref $'000 $'000 $'000 $'000 $'000 $'000 

Financial Accounts Table Budget Base 

Funding 

Non-Base 

Funding 

Adjusted  

Budget 

Actual Var 

Depreciation  10,483  - 10,483 10,377 106 

Other Non-cash Items consisting 

of bus revaluations, inventory 

losses, capital work in progress, 

irrecoverable debts and debt 

waivers 

-   - 5,694 (5,694) 

Operating Result  (10,483) 0 - (10,483) (17,527) (7,045) 

*Comcare for drivers, mechanics/cleaners, transport officers and administration is calculated at 

2009 rates. Comcare rates in excess of 2009 are shown as a separate line item. 

3.1.2 Network Costs 

Network costs form the major cost item in ACTION at around 80% of total cash cost. An 

examination of the methodology of calculating these output-related costs is necessary to 

analyse true costing rates, which can be applied to future network changes and/or 

changes in output measurement (kilometres or bus hours). 

We have obtained working papers from ACTION that cost the 2013 network (2014 

financial year). This has been derived from HASTUS kilometres, bus hours and labour 

costing factors. It must be emphasised that the HASTUS delivers forecast parameters 

around hours, kilometres, shifts and driver numbers. These must be reconciled against 

actual hours and kilometres, likewise, cost rates must also be measured against actuals. 

The methodology tested was then used to measure the cost of the 2014 network (2014-

15 financial year) and project funding requirements over the published forward estimates 

(to 2018). 

The 2013 network compares the costing of the network against budget and actual 

results, including Comcare. The difference between the network costing and the budget 

is due only to arbitrary cost factors applied at the time of costing.  

Table 9: ACTION Network Costs 2014 

 Costed Budget Variance Actual Variance 

 $'000 $'000 $'000 $'000 $'000 

Drivers* 57,220 57,220                    -    59,570  (2,350) 

Fuel 12,194 13,621        (1,427) 13,645  (24) 

Parts / Tyres /Lubricants 7,618 7,203               415  7,715  (512) 

Maintenance labour* 9,680 11,942        (2,262) 11,886 56  

Bus Number Costs 2,071 2,071                    -    1,945 126  

Network Costs 88,783 92,057 (3,274) 94,761 (2,704) 

 * Comcare for drivers and maintenance labour is calculated at 2009 rates.  
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3.1.3 Driver Wages 

Driver wages are 60% of the network costs. Table 10 is an analysis of driver wages, 

actual against budget (costed Network 2014). We have analysed this on a variance 

basis separating out efficiency (usage) and rate variances.  

Table 10: ACTION Driver Wages 2014 

 Budget Budget Budget Actual Actual Actual Var Efficiency Rate 

 Hours Rate $'000 Hours Rate $'000 $'000 $'000 $'000 

Drivers Wages          

Ord & O/T 1,045,599 $33.89  35,435 1,083,989  $34.04  36,894 (1,459) (1,301) (158) 

Split Shift - - 1,473 - - 1,342 131 131 0 

Public Holiday 37,314  $33.89  1,265 37,640  $31.89  1,200 64 (11) 75 

Sub-Total 1,082,913 $35.25  38,173 1,121,629  $35.16  39,437 (1,264) (1,181) (83) 

Oncosts*          

Personal Leave 40,591 $33.89  1,376 79,452  $33.69  2,677 (1,301) (1,317) 16 

Superannuation - - 6,681 - - 6,375 306 306 0 

Annual Leave 83,979 $39.82  3,344 87,485  $35.59  3,113 231 (140) 370 

Long Service Leave 26,919 $33.89  912 31,590  $35.32  1,116 (203) (158) (45) 

Total On-costs 110,898 - 12,313 119,075 - 13,281 (968) (1,309) 341 

Comcare (At 2009 

Rate) 

- - 3,293 - - 3,357 (64) (64) - 

Payroll Tax - - 3,377 - - 3,495 (118) (118) 0 

Allowances - - 64 - - - 64 64 - 

Total Drivers 1,193,811 35 57,220 1,240,704 35 59,570 (2,350) (2,608) 259 

Oncost % Total 

Labour 

9.29% - - 9.60% - - - - - 

Bus Hours  933,610 - - 933,610 - 933,610 - - - 

Paid Hours/Bus 

Hours 

16% - - 20% - - - - - 

Kilometres (000) - - 24,886 - - 24,778 - - - 

Total Labour Rate 

Per Km 

- - $2.30 - - $2.40 - - - 

Examination of Personal Leave         

FTEs          

Drivers 570.33 - - 586.33 - - - - - 

Personal Leave 

Days per FTE 

9.36 - - 17.83 - - - - - 

Entitlement Days 18.00 - - 18.00 - - - - - 

* Comcare for drivers is calculated at 2009 rates. 
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Total driver salaries were $2.35 million in excess of the budget (costed) network, with 

the following comments: 

 Actual hours worked (ordinary and overtime) were derived from HASTUS modelling 

across all networks, distinguishing between normal weekday, school holiday, 

Saturday, Sunday and public holiday. These hours incorporated shift arrangements 

to meet the network coverage and incorporate labour rules applying to ACTION.  

 Actual worked hours exceeded costed hours by 38,390 or 3.7%. This is significant 

and contributes to $1.3 million in overspending. The gap between actual and costed 

hours is difficult to attribute to one particular factor as ACTION does not reconcile 

actual wages against the HASTUS plan. Therefore the overspend could be 

attributable to either driving hours, being actual hours in excess of HASTUS 

planned hours, or non-driving hours such as additional spare drivers, drivers being 

paid but not used on the network, or personnel classified as drivers employed in 

other activities of the business. In our analysis we have excluded from driver wages 

the initial off-road training of drivers, and redeployed drivers. 

 Actual rate paid at $34.04 per hour is $0.15 per hour more than the normal driver 

composite rate of $33.89. This has resulted in an unfavourable rate variance of 

$0.16 million. This rate variance is a combination of some multi-skilled drivers being 

paid in excess of the drivers’ rate, overtime paid at penalty rates (under EA 

conditions such as call-outs, penalty rates are paid in excess of the composite rate), 

and the use of casual employees who have a composite rate loading. These higher 

rates are offset by on-road trainee drivers who are paid less than the composite 

rate. 

 Personal leave exceeded budget by 38,861 hours. In the ACTION costing of the 

2013 network, the allowance made for personal leave was 2.5 weeks for full time 

shifts. The EA allows for 3.6 weeks (18 days) personal leave for all employees, 

accrued daily, and cumulative. Personal leave taken per full-time equivalent (FTE) 

employee per annum is 17.83 days, against the annual entitlement of 18 days per 

annum. This has resulted in increased spending against the costed budget of $1.30 

million. 

 Additional overspends against the budget were incurred in long service leave and 

payroll tax, but these were offset by underspends in split shift allowances, public 

holiday and annual leave, and Comcare. 

 The rostering of drivers and the EA implications of leave entitlements is complex. 

We have included further analysis of absence management issues and options for 

controlling these costs in Section 8.4.1. 

The model used in costing driver wages by ACTION is correctly based on HASTUS 

hours. However, rates used are not based on actual performance. The reconciliation of 

planned hours and rates (derived from HASTUS and interpreted according to the EA), 

with actual hours, across all categories of wage expense, is necessary for the 

explanation of variances of this significant cost component. The process is specialised, 

and requires a good understanding of the EA, appropriate mapping of payroll, and 

reporting using netBI for data integration. The reporting needs to be carried out at 

monthly and to form part of the management reporting process. 
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3.1.4 Maintenance Labour 

In terms of maintenance labour (cleaners and mechanics) there was only a minor 

variance between funded and actual maintenance labour for the 2013-14 financial year. 

This is because maintenance funding is arbitrarily allocated across the network costs. 

ACTION also employs 11 apprentices within the business, paid at apprentice rates 

averaging $20.08 per hour, and with minimal overtime. Total labour cost for apprentices 

was $0.75 million for 2013-14. These costs are not included in mechanics’ labour 

comparisons. 

On a trend basis, Table 11 outlines the components of maintenance spending related to 

buses serviced, kilometres travelled, hours worked and cost per full-time equivalent 

employee over a 5-year period. For analysis purposes, the large increase in Comcare 

over the 6-year period has been removed by normalising Comcare at the 2009 rate.  
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Table 11: ACTION Maintenance Labour 2009-14 

ACTION 2009 2010 2011 2012 2013 2014 5 Year % 

Mechanics* $'000 $'000 $'000 $'000 $'000 $'000 Change 

Mechanics Costs         

Wages        

Ordinary Wages 4,042 4,244 4,147 4,819 5,029 5,501 36.1% 

Overtime Wages 507 571 558 678 654 716 41.2% 

Total 4,550 4,815 4,706 5,497 5,683 6,218 24.9% 

On-costs        

Superannuation 734 881 736 800 968 1,175 60.1% 

Personal Leave 219 206 275 232 0 58 (73.5%) 

Annual Leave 489 444 487 505 559 548 12.0% 

Long Service 288 117 135 153 61 127 (55.8%) 

Subtotal On-costs 1,730 1,648 1,632 1,690 1,588 1,908 10.3% 

Comcare 435 447 439 498 504 542 24.6% 

Payroll Tax 450 427 415 481 498 548 21.9% 

Total Labour 7,164 7,337 7,192 8,166 8,273 9,216 15.5% 

Measurements        

No. of Buses 411 438 476 448 414 432 5.1% 

Cost per Bus $17.43 $16.75 $15.11 $18.23 $19.98 $21.38 22.7% 

Kilometres (000's) 22,504 23,879 23,751 24,239 24,692 24,778 10.1% 

Cost per Kilometre $0.32 $0.31 $0.30 $0.34 $0.34 $0.37 17.1% 

FTE 80 69 72 77 73 72 (10.3%) 

Buses / FTE 5.14 6.35 6.61 5.82 5.69 6.02 17.1% 

Full Cost per FTE $89.55 $106.34 $99.89 $106.15 $113.64 $128.64 43.7% 

Paid Hours        

  Ordinary 143,171 145,649 137,118 139,577 133,098 134,902 (5.8%) 

  Overtime 9,846 10,349 11,183 12,080 10,392 12,626 28.2% 

Total Hours 153,017 155,998 148,301 151,657 143,490 147,528 (3.6%) 

Average Rate        

  Ordinary $28.23 $29.14 $30.25 $34.52 $37.79 $40.78 44.4% 

  Overtime $51.54 $55.15 $49.91 $56.12 $62.90 $56.75 10.1% 

Hours per FTE        

  Ordinary 1,790 2,111 1,904 1,814 1,828 1,879 5.0% 

  Overtime 123 150 155 157 143 176 42.9% 

Total 1,913 2,261 2,060 1,971 1,971 2,055 7.4% 

Allowances        

Meal $71,735 $76,951 $89,723 $109,076 $123,525 $122,216 70.4% 

Meals per FTE  $897 $1,115 $1,246 $1,418 $1,697 $1,702 89.8% 

* Comcare for maintenance labour is calculated at 2009 rates. 
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While the cost per bus and the cost per kilometre have shown moderate per annum 

increases over the 5-year period, the cost per full-time equivalent employee has increased 

significantly over the period. There are fewer personnel used in the maintenance regime, 

but there has been a large increase in the level of overtime hours at penalty rates.  

The average ordinary rate has increased over the 5-year period mainly due to allowance 

increases, particularly ‘on-call’ and ‘higher duties’. 

There are three cost centres for mechanic labour: maintenance facilities located at 

Belconnen and Tuggeranong depots and a Major Unit Overhaul (MUO) section based at 

Belconnen. Approximately 50% of the fleet is stabled at each of the two depots, with the 

average age of the buses at Belconnen being 13.6 years and at Tuggeranong 11.6 years. 

Overtime hours per average full-time equivalent employee has increased significantly in 

both the Belconnen and Tuggeranong workshops. These additional hours are paid at 

penalty rate (the majority at double time), so there is a level of cost inefficiency in utilising 

overtime for existing employees as opposed to employing additional staff. By replacing 

overtime with normal hours (additional employees) for a full-time equivalent employee 

would save approximately $30,000 in overtime. 

Table 12: ACTION Mechanics Hours 2009-14 

ACTION 2009 2010 2011 2012 2013 2014 5 Year % 

Mechanics Hrs by Location  $'000 $'000 $'000 $'000 $'000 $'000 Change 

Belconnen        

Ordinary 46,156 52,312 55,009 54,039 58,712 61,842 34.0% 

Overtime 3,100 3,986 4,415 3,792 4,140 5,252 69.4% 

Tuggeranong        

Ordinary 61,891 61,143 54,403 59,144 51,436 50,465 (18.5%) 

Overtime 4,981 5,535 5,959 7,538 5,557 6,406 28.6% 

Major Unit Overhauls (MUO)        

Ordinary 35,124 32,194 27,706 26,394 22,950 22,595 (35.7%) 

Overtime 1,765 828 809 750 695 968 (45.2%) 

Total 153,017 155,998 148,301 151,657 143,490 147,528 (3.6%) 

Overtime hrs per average  FTE        

Belconnen 120 161 153 127 129 160 32.8% 

Tuggeranong 144 191 209 231 198 239 65.6% 

MUO 12 4 4 3 4 4 (66.9%) 

3.1.5 Cleaners/Refuelers 

The full cost of cleaners/refuelers increased by 4.2% in 2014 against a fleet increase of 

4.35%, and generally hours per full-time equivalent employee have increased in line with 

fleet increases. This increase has occurred in ordinary hours with the ordinary rate 

increasing within budget. Although overtime hours have decreased, most overtime is now 

being paid at higher (double time) rates thereby contributing to the modest overall 

increase in 2014.  

While outsourcing of this function could produce some savings, we regard the current 

operation as reasonably efficient as is not constrained by a mismatched shift and peak 
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fleet roster. Separate outsourcing is unlikely to produce more than minor savings and 

would involve all of the normal transfer of business issues.  

Table 13: ACTION Cleaners/Refuelers 2009-14 

ACTION 2009 2010 2011 2012 2013 2014 5 Year % 

Cleaners Hrs & Rates* $'000 $'000 $'000 $'000 $'000 $'000 Change 

Wages        

Ordinary Wages 717 756 772 801 1,085 1,279  78.5%  

Overtime Wages 223 180 212 272 262 278  24.6%  

Total 940 936 984 1,073 1,347 1,557  43.3%  

On-costs        

Superannuation 37 125 49 49 150 60  62.7%  

Personal Leave 39 25 37 26 2 9 (77.0%) 

Annual Leave 20 60 67 115 21 37  88.9%  

Long Service 18 20 23 41 16 14 (23.5%) 

Subtotal On-costs 114 229 177 231 189 120  5.6%  

Comcare 81 78 102 113 180 106  31.2%  

Payroll Tax 84 78 77 87 105 115  37.5%  

Total Labour 1,218 1,321 1,341 1,504 1,821 1,898  49.4%  

Worked Hours        

Ord 27,735 30,072 26,981 27,059 40,749 40,317  45.4%  

O/T 6,190 5,505 8,832 9,055 6,011 5,449 (12.0%) 

Total Hours 33,925 35,577 35,813 36,114 46,760 45,766  34.9%  

Hours per FTE        

Ord 1,411 1,367 1,303 1,620 1,986 1,890  33.9%  

O/T 315 250 427 542 293 255 (18.9%) 

Total 1,726 1,617 1,730 2,163 2,279 2,146  24.3%  

Average Rate        

Ord $25.84 $25.15 $28.61 $29.59 $26.62 $31.72  22.8%  

O/T $36.05 $32.64 $24.00 $30.08 $43.58 $51.00  41.5%  

Measurements        

No of Buses 411 438 476 448 414 432  5.1%  

Cost per Bus $296.44 $301.70 $281.66 $335.81 $439.79 $439.45  48.2%  

Kilometres (000's) 22,504 23,879 23,751 24,239 24,692 24,778  10.1%  

Cost per Km $0.05 $0.06 $0.06 $0.06 $0.07 $0.08  41.5%  

FTE 19.65 22.00 20.70 16.70 20.52 21.33 21.33 

Buses / FTE 20.92 19.91 23.00 26.83 20.18 20.25 (3.2%) 

Full Cost per FTE $62.00 $60.07 $64.77 $90.08 $88.73 $89.00  43.5%  

* Comcare for cleaners / refuelers labour is calculated at 2009 rates. 
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3.1.6 Fuel 

Fuel used in the network comprises both diesel and Compressed Natural Gas (CNG). 

There was a minor variance between funded actual and budget for 2014, as 

summarised in Table 14. 

Table 14: ACTION Fuel 2014 

ACTION Budget Budget Budget Actual Actual Actual Var Usage Rate 

Fuel  Rate $'000  Rate $'000 $'000 $'000 $'000 

Diesel (Litres) 8,849,795 $1.34 11,881 8,811,530 $1.35 11,870 11 51 (41) 

Gas (m
3
) 2,629,186 $0.66 1,740 2,629,186 $0.68 1,775 (35) 0 (35) 

Total 11,478,981 $1.19 13,621 11,440,716 $1.19 13,645 (24) 51 (75) 

Costs          

Network 

Operating Costs 

(Km rate) 

24,886 $0.49 12,194 24,778 $0.55 13,645 (1,451) 53 (1,504) 

 

There was a variation between what was costed by ACTION in the 2013 network against 

the actual result. This was due to a budget rate being used for total fuel usage and not a 

unit per type of fuel calculation. In addition, we have included in the costing of CNG the 

following cost components: 

 Base cost of gas 

 Excise duty paid on gas 

 Maintenance cost of the compressor 

There are two management processes for kilometres in place at ACTION. ACTION has 

control over the litres issued per bus through its fuel system. The fuel system also has the 

capability to upload vehicle kilometre readings via the bus transponder. Each bus has a 

transponder, but some of these are not functional. In lieu of this, fuel usage has been 

calculated by an older manual process. Fuel usage is then converted into kilometres by a 

litres-per-kilometre factor. While this accounts for the fuel litres issued, with appropriate 

issue and stocktake procedures, it does not allow for accurate measurement of an 

important aspect of transport economics, being total kilometres travelled. While HASTUS 

can provide planned total kilometres based on the network design, under the current 

manual estimate system there is no reconciliation with actual kilometres from odometer 

readings. 

This lack of basic data means that measuring economy rates by bus type, bus make and 

bus age cannot be accurately performed. This information, together with maintenance 

details, has an impact on bus replacement economic decision-making. In short, critical 

KPIs are being based on a kilometre estimate when a more accurate method is available. 

We would advocate that the fuel system usage and bus kilometre transponders be fixed at 

the earliest possible time so that actual kilometre readings can be uploaded into the fuel 

system. In addition, the creation of a data extract to enable the export of the kilometre and 

fuel data to netBI is critical to enable quick, accurate reporting over the full range of KPIs. 

In projecting future years, the actual costing of fuel has been used in the projections.  
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3.1.7 Maintenance Parts 

Table 15 records the funded budget against actual figures, and the calculations recorded 

in the costing of the network. There was an overspend variance between the funded 

budget and actual for 2014 of $465,000. Costing of the 2014 network was carried out on a 

cost per kilometre basis.  

Table 15: ACTION Maintenance parts 2014 

ACTION Budget Budget Budget Actual Actual Actual Var. Usage Rate 

Other Workshop Km Rate $'000 Km Rate $'000 $'000 $'000 $'000 

Parts 24,886 $0.25 6,198 24,778 $0.26 6,412 (214) 27 (240) 

Tyres  24,886 $0.03 737 24,778 $0.04 989 (252) 3 (255) 

Oil 24,886 $0.01 268 24,778 $0.01 314 (46) 1 (47) 

Total (000) 24,886 $0.29 7,204 24,778 $0.31 7,715 (465) 31 (543) 

Network 

Operating Costs 

24,886 $0.25 6,100       

 

The variance between the funded budget and actual spending requires detailed analysis 

of job types and parts used, with further analysis by bus type, type of repair (major, minor, 

regular servicing etc.)  

In TIMS, the stores and job system used at ACTION, both parts and labour are recorded 

against a vehicle and job type. In 2013-14 there were 24,588 jobs recorded in the TIMS 

system, split between Belconnen depot (11,146), Tuggeranong depot (12,323) and MUO 

(1,119). This is a significant number, and the reporting within TIMS does not allow for 

easy comparative job type analysis. 

Services of different types are performed at intervals of 3, 6, 12 and 24 months. The 

number of services of each type performed is consistent with the number of buses, 

indicating that on average services are being performed within the allocated time.  

The range of work and the number of jobs logged are similar for both workshops. The 

major job types were 16% electrical, 14% bus servicing, 14% body repairs, 10% engine, 

8% air-conditioning, 7% wheels and tyres and 5% MyWay repairs. 

Under the TIMS legacy system, reporting on such a large number of jobs is cumbersome. 

We would therefore recommend that the TIMS data is transferred to netBI (data 

warehousing) to allow immediate reporting across a range of parameters (e.g. by bus 

type, by bus, by year, by maintenance job and cost). This would enable a standard cost 

approach to maintenance spending and allow a cost curve analysis on maintenance 

spending by bus type over the life of a bus. This analysis would assist in the bus 

replacement program. 

The control of these costs is covered under a separate evaluation of contracts held by 

ACTION. 

3.1.8 Bus Number Costs 

Bus number costs were below budget due to a slight decrease in the number of buses 

and a decrease in the funded insurance rate. 
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Bus number costs have not being costed in the ACTION network costing, but are included 

as ACTION overheads. This is not entirely logical as these costs are direct costs of the 

network, varying with the number of buses required on the network. If network costs were 

used as the basis for fare pricing decisions, correct costing of direct and overhead costs 

would be vital. 

Table 16: ACTION Bus Number Costs 2014 

ACTION 2014 2014 2014 2014 2014 2014 2014 2014 2014 

Bus Number Budget Budget Budget Actual Actual Actual Variance Usage Rate 

Costs Buses Rate $'000 Buses Rate $'000 $'000   

Bus Registration 430 $727.91 313 432 $641.20 277 36 (1,456) 37,456 

Bus  Insurance 430 $4,088.37 1,758 432 $3,861.11 1,668 90 (8,177) 98,177 

Total 430 $4,816.28 2,071 432 $4.50 1,945 126 (9,633) 135,633 

Network 

Operating Costs 

Costed in Overheads       

3.1.9 ACTION Overheads 

ACTION overheads comprise the following: 

 Transport Officers 

 Administration labour 

 Depot and interchange costs  

 Administrative costs 

3.1.9.1 Transport Officers  

Transport Officers fulfil a number of roles within ACTION. These include driver trainers; 

starters at Belconnen and Tuggeranong Depots; interchange support at Belconnen, 

Tuggeranong, City and Woden Interchanges; Communications Centre radio operator and 

incident loggers; and field incident response staff. In addition, there are several positions 

shown in payroll through which drivers receive higher duties as Transport Officers for 

completion of training duties. As at the end of June 2014 ACTION had 38.28 full-time 

equivalent employees for a fleet of 432 buses, including frontline transport officers, 

starters, driver trainers and Communications Centre staff. 

As a comparison, Translink (the Brisbane public transport authority) employs 58 

equivalent positions across the entire rail and bus network in Brisbane where the bus fleet 

is approximately 1200. These staff consist of 23 Busway Safety Officers who perform 

customer information, first aid, network patrol, incident response and fire life safety roles, 

and 35 senior network officers to provide revenue (ticket inspection) and security across 

both the bus and rail networks.  

ACTION Transport Officers exceeded the funded budget by $0.44 million due to an 

increase in full-time equivalent employee numbers as required by EA clauses, particularly 

in the number of starters at both depots, and trainers. Drivers also fulfil higher duties as 

TOs. The payroll has categorised these employees within these cost centres; however, 

some of these may be employed as relief staff in other areas of the business. Total hours 

worked per employee increased in both ordinary and overtime hours (paid at a composite 

rate). Ordinary and overtime rates for this category were stable. Personal leave for this 

category of employees average 15 days per annum. 
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We have also isolated from the drivers calculations in 2014 the allocated wages spent in 

training, as these costs should be classified as overheads – they are not a part of the 

HASTUS Network plan. In prior years these costs have not been isolated and are included 

in driver wages. Total Transport Officers labour and driver training costs are shown in 

Table 17. 

 

Table 17: Transport Officers 2009-14 

ACTION 2009 2010 2011 2012 2013 2014 5 Year % 

Transport Officer Labour $'000 $'000 $'000 $'000 $'000 $'000 Change 

Wages        

Ordinary Wages 2,204 2,479 2,330 2,429 2,536 2,874   30.4% 

Overtime Wages 686 823 729 689 744 817 19.1% 

Total 2,890 3,302 3,059 3,119 3,280 3,691 27.7% 

On-costs         

Superannuation 418 544 485 509 562 755 80.4% 

Personal Leave 158 136 142 179 161 176 11.3% 

Annual Leave 221 225 221 220 270 225 1.4% 

Long Service Leave 128 123 127 123 115 101 (20.6%) 

Subtotal On-costs 925 1,028 975 1,031 1,108 1,257 35.8% 

Comcare* 264 291 259 284 293 386 46.3% 

Payroll Tax 273 289 173 278 256 389 42.7% 

Total Transport Officers 4,352 4,911 4,466 4,699 4,937 5,723 31.5% 

Cost Per FTE ($’000) 98.90 125.92 111.88 113.49 121.53 122.62 24.0% 

FTE 44.00 39.00 39.92 41.40 40.62 46.67 6.1% 

Worked Hours        

Ordinary Hours 55,188 61,078 54,386 55,856 50,962 65,703 19.1% 

Overtime hours 17,575 20,392 17,552 15,817 14894 18,184 3.5% 

Total 72,763 81,470 71,938 71,673 65,856 83,887 15.3% 

Worked Hours Per FTE 1,654 2,089 1,802 1,731 1,621 1,797 8.7% 

Personal Leave        

Total Personal Leave 5,581 4,858 5,495 5,643 5,252 5,577 (0.1%) 

Days / FTE 16 16 17 17 16 15 (5.8%) 

Pay Rates        

Ordinary  $39.93 $40.58 $42.84 $43.49 $49.77 $43.75 9.6% 

Overtime $39.03 $40.35 $41.54 $43.58 $49.97 $44.93 15.1% 

Training Labour        

Driver Training      909**  

*Comcare for transport officers is calculated at 2009 rates. 

**This is the first year of manual separation of driving training hours by Transport Officers. This an ongoing 

payroll issue due to the non-recording of training non-driving hours. 
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3.1.10 Administration Labour 

Administration labour at ACTION comprises the job roles of executive management and 

support, operations management, finance, network planning and development, flexible 

transport, marketing, and assets and infrastructure. 

In 2014 the number of full-time equivalent employees increased by five due to extensive 

changes in administration personnel within ACTION. Despite this increase, total ordinary 

and overtime wages increased slightly over 2013. This was reflected in an overall average 

wage rate lower than 2013. Overtime hours were minimal. 

Ordinary and overtime rates for administration labour were stable and personal leave 

averaged 6 days per full-time equivalent employee. 

Within this report we have recommended an organisation structure that would separate 

administration salaries along a purchaser-provider model with some administrative 

functions being transferred from ACTION to Public Transport. 
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Table 18: Administration Labour 2009-14 

ACTION 2009 2010 2011 2012 2013 2014 5 Year % 

Administration Labour $'000 $'000 $'000 $'000 $'000 $'000 Change 

Wages        

Ordinary Wages 2,849 3,625 3,083 3,576 4,261 4,278 50.2% 

Overtime Wages 14 0 29 24 12 14 (0.6%) 

Total 2,863 3,625 3,112 3,600 4,273 4,292 49.3% 

On-costs         

Superannuation 748 394 948 645 749 763 2.1% 

Personal Leave 124 121 47 55 38 68 (45.6%) 

Annual Leave 577 394 441 595 683 461 (20.1%) 

Long Service Leave 295 199 218 1,194 736 155 (47.4%) 

Subtotal On-costs 1,744 1,108 1,655 2,489 2,205 1,447 (17.0%) 

Comcare* 293 230 213 358 369 378 28.9% 

Payroll Tax 303 313 206 506 429 381 25.9% 

Total Administration 5,203 5,276 5,186 6,953 7,276 6,498 24.9% 

Cost Per FTE ($’000) 130.07 128.67 136.38 160.02 163.73 131.33 1.0% 

FTE 40.00 41.00 38.03 43.45 44.44 49.48 11.1% 

Worked hours        

Ordinary Hours 73,415 106,954 83,746 84,221 85,965 90,249 22.9% 

Overtime hours 255 270 840 976 203 220 (13.7%) 

Total 73,670 107,224 84,586 85,197 86,168 90,469 22.8% 

Worked Hours Per FTE 1,842 2,615 2,224 1,961 1,939 1,828 (0.7%) 

Personal Leave        

Total Leave 3,858 5,352 3,149 3,148 2,038 2,473 (47.2%) 

Days / FTE 12 16 10 9 6 6 (52.5%) 

Pay Rates        

Ordinary  38.81 33.89 36.81 42.46 49.57 47.40 27.7% 

Overtime 54.31 0.00 34.16 24.85 59.86 62.56 10.2% 

*Comcare for administration labour is calculated at 2009 rates. 

3.1.10.1 Depot and Interchange costs 

These costs are typically fixed in nature and involve cleaning, utilities, support vehicles, 

repairs and maintenance, rent (where applicable), support vehicles and other applicable 

costs. 

Costs can vary year on year around maintenance spending requirements, but overall the 

level of costs incurred are generally consistent year on year. 
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Table 19: Depot and Interchange costs 2009-14 

ACTION 2009 2010 2011 2012 2013 2014 5 Year % 

Operations Cost $'000 $'000 $'000 $'000 $'000 $'000 Change 

Depot Costs        

Belconnen Depot 1,428 1,543 1,265 1,419 1,317 1,547 8.4% 

Tuggeranong Depot 885 1,004 829 1,058 1,251 1,173 32.5% 

Woden Depot   135 192 172 141  

Total Depot costs 2,313 2,547 2,229 2,669 2,741 2,861 23.7% 

Annual Change  10.1% (12.5%) 19.7% 2.7% 4.4%  

Interchange Cost        

Belconnen Interchange 325 218 129 123 127 122 (62.5%) 

Tuggeranong Interchange 81 71 61 55 71 73 (10.2%) 

City Interchange 310 225 79 103 102 115 (62.9%) 

Woden Interchange 227 241 137 103 107 135 (40.6%) 

Total Interchange costs 944 756 406 384 407 445 (52.8%) 

Annual Change  (19.9%) (46.3%) (5.4%) 5.9% 9.4%  

Total Operation Costs 3,257 3,303 2,635 3,053 3,148 3,306 1.5% 

3.1.11 Administrative Costs 

Administrative costs for 2014 were at funded levels, with changes in ACT-mandated 

charges involving insurance, IT charges, and Shared Services charges making up 72% of 

all these costs – an increase from 67% in 2013. Major reduction in costs relating to repairs 

and maintenance ($0.28 million), utilities ($0.31 million, this cost was recharged), rent and 

cleaning ($0.25 million), advertising ($0.06 million), and accidents ($0.14 million) were 

offset by increases in agency staff ($0.47 million), public liability insurance ($0.26 million), 

communications ($0.14 million) and IT ($0.11 million). 

On a management reporting basis there are overheads that have been miscoded on a 

cost centre basis, which can distort comparative annual numbers. This coding is also 

responsible for some differences between INDEC benchmarking outcomes and this 

report, where a more forensic and granular investigation has occurred. 

The control of these costs is covered under a separate evaluation of contracts held by 

ACTION. 
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Table 20: Other Administration costs 2009-14 

ACTION 2009 2010 2011 2012 2013 2014 5 Year % 

 $'000 $'000 $'000 $'000 $'000 $'000 Change 

Non Operation Cost - Administration        

Agency and Contract Staff (Operational) 785 903 557 431 585 1052 34.0% 

Agency and Contract Staff (Non-Operational) 0 0 0 121 17   

Agents’ Commissions 792 651 0 0 0 0  

Accounting, Consulting and Legal Fees 802 625 894 742 909 989 23.3% 

Advertising/Marketing 745 131 101 366 294 232 (68.9%) 

Cleaning (Office/Depot) 83 75 88 119 100 11 (86.7%) 

Communications – Non-Operational 90 87 29 20 44 187 107.8% 

Information Technology 2,232 2,103 1,366 1,225 1,062 1,172 (47.5%) 

Insurance – Public Liability 2,560 3,447 3,642 3,493 4,262 4,520 76.6% 

Insurance –Third Party / Other 46 42 40 70 87 70 52.2% 

 Accident Third Party Claims and Costs 78 282 317 579 264 127 62.8% 

Motor Vehicle Expenses 113 124 165 149 184 11 (90.3%) 

Printing and Stationery 99 68 55 33 58 29 (70.7%) 

Rent – Office 199 240 344 304 289 125 (37.2%) 

Repairs and Maintenance 349 260 124 131 293 14 (96.0%) 

Security 41 30 7 27 16 4 (90.2%) 

Staff-Related Expenses 447 559 660 185 392 335 (25.1%) 

Staff Training and Recruitment 146 98 108 94 54 112 (23.3%) 

Timetables (Production, Printing & Delivery) 317 199 0 0 0 0 (100.0%) 

Utilities (Gas, Water &Electricity) 235 138 -2 122 318 7 (97.0%) 

Bus Overhead Other 6 1,075 37 707 17 39 550.0% 

Total Administration Costs 10,164 11,138 8,532 8,917 9,247 9,036 (11.1%) 

Annual Change  9.6% (23.4%) 4.5% 3.7% (2.3%)  

ACT Government        

Records Management 15 21 13 7 22 17 13.3% 

Shared Services Finance 420 430 441 428 408 416 (1.0%) 

Shared Services Human Resources 752 769 789 760 717 700 (6.9%) 

Shared Services Procurement 110 113 116 120 248 310 181.8% 

SLA Fees  865 775 581 436 436 472 (45.4%) 

Insurance 2,606 3,489 3,682 3,564 4,349 4,590 76.1% 

Total ACT Mandated 4,768 5,597 5,622 5,315 6,180 6,505 36.4% 

Annual Change  17.4% 0.4% (5.5%) 16.3% 5.3%  
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3.2 Projections for the 2015 Financial Year 

3.2.1 Establishing the Adequacy of GPO Funding in the 2015 Financial 

Year 

The costs and revenues of ACTION in 2014-15 are analysed to establish whether the 

2014-15 Government Payment for Outputs (GPO) of $96.58 million will be sufficient to 

meet a breakeven net position. 

3.2.2 Costs 

3.2.2.1 Network 

Network costs form the major cost item in ACTION at around 80% of total cash costs. We 

have obtained working papers from ACTION which cost the 2014 network (2015 financial 

year), similar to the process used in the costing of the 2013 network (2014 financial year).  

In defining the cost of the 2014 network (2014-2015 financial year), the operating 

kilometres and bus hours derived from HASTUS are used in conjunction with cost factors 

from the 2014 financial year analysis. Cost factors for future years have been scaled by 

anticipated EA increases and CPI inflation factors from ACT Government budgeting 

development processes. In addition, base funding changes included in GPO for 2015 

have been factored into costs and revenues. 

Network costs for 2015 include both the higher driver hourly rates and the total number of 

paid hours that were identified in the 2014 analysis on driver labour. In addition, the new 

EA rates for labour and the Comcare rate applicable for 2014-15 have been factored into 

the calculations. 

For fuel and maintenance in future years, we have included a per-kilometre rate based on 

2014 data, scaled by anticipated inflation. For maintenance labour we have used a per-

kilometre rate factored by EA increases for 2015. 

3.2.2.2 Overhead  

Overhead costs in 2015 have been analysed and adjusted for inflation. The depot and 

interchange costs have increased steadily with inflation over the past five years and this 

same approach has been maintained for the 2014-15 financial year. 

Other administration costs have been scaled with inflation combined with cost decreases 

for 2015 to reflect an expected lower Fringe Benefit Tax payment of $0.24 million and a 

reduced insurance account reflecting reduced insurance on the depots of $0.64 million. 

3.2.2.3 Special Needs Transport Services 

We have costed Special Needs Transport (SNT) services at a similar cash loss to 2014, 

approximately $0.57 million. Costs are forecast to increase due to wage and inflation 

factors and revenues are forecast to remain at the 2014 level. The contract expired in 

2010 and has been operating on a verbal agreement until the end of 2016, so no provision 

has been made to recover the increased costs. 

Rural Transport services are forecast to match the prior year gains of around $0.09 

million. 
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Note SNT and Rural Transport services now operate under a separate management unit within PT, not 

ACTION. 

3.2.3 Revenues 

Fares revenue has been forecast to increase at 6.15% (the Budget Development 

Application position) for 2015 over 2014 levels. This includes the average fare increase in 

January 2014 of 7% and the January 2015 increase of 2.5%. We have examined the 

actual fares to December 2014 and conclude that these are on target to meet the 

budgeted fares of $22.771 million.  

Other revenue is also forecast to increase by 2.5%. 

GPO Base for 2014-15 Year 

In 2015, GPO base funding increased from $92.26 million to $96.57 million through 

additional base funding of $6.36 million, additional weekend services ($0.5 million), 

community services ($0.5 million), superannuation allocation ($1.19 million), project 

funding ($0.35 million) and indexation, offset by 2014 funding not provided in 2015 for 

Comcare ($4.81 million), Centenary Loop ($0.41 million) and trial for fare-free days ($0.28 

million). 

3.2.4 Overall Funding Position 

The overall funding position for 2015 indicates that there will be a small cash deficit based 

on existing GPO funding of around $0.1 million. This includes Comcare premiums 

(increased in 2015). The result is due to the increase in one-year base funding in 2015 of 

$6.36 million. This deficit should be cash managed internally. The analysis of rates used 

in the network analysis and the overall cost per kilometre is shown in the below Table. 
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Table 21: Financial Projections 2015 

ACTION Kilometres Hours Buses Applicable 2015 2015 

Financial Projections 2015    Rate $'000 Per Km 

Route Network       

In-Service Kilometres / Hours 20,291,592 931,192     

Total Kilometres / Hrs (Drivers) 24,818,749 1,099,485     

Dead Running 4,527,157      

% Non-service Kilometres / Hours 22.31% 18.07%     

Buses   432    

       

GPO     95,975 $3.87 

Fares     22,771 $0.92 

Other     10,761 $0.43 

Revenues     129,507 $5.22 

Bus Hourly Cost (Driver Rate) 0 1,099,485  $59.75 65,697 $2.65 

Bus Km Cost (Kilometre Rate) 24,818,749   $1.41 34,955 $1.41 

Bus Number Costs (Per Bus 

Rate) 

  432 $4,612.50 1,993 $0.08 

Total Network Costs     102,645 $4.14 

Support Costs (Operation)       

Depots and Interchanges     3,388 $0.14 

Transport Officers     7,204 $0.29 

Administration Salaries     7,056 $0.28 

Other Administration     8,425 $0.34 

Interest     407 $0.02 

Total Support Costs     26,481 $1.07 

Total Costs*     129,125 $5.20 

Funding Result Route Network     382 $0.02 

Other Activities       

Special Needs Transport (SNT)     (573)  

Rural Bus Program     91  

Overall Funding Result     (100)  

Non-Funded       

Depreciation     11,259  

Other Non-Cash Items       

Operating Result     (11,359)  

*The actual 2015 rate for Comcare is included in the projections. 

3.3 Base Financial Forecasts for 2016-20 

Our projections for ACTION are based on GPO funding as published in the 2014-15 

Budget Papers for the period to 2018, excluding Rural Bus Program funding. GPO funding 
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for 2019 and 2020 is projected base funding with allowances for indexation and wage 

increases at 2.5%. 

Any wage or cost increases beyond these assumptions will require budget 

supplementation. This analysis of the cost base in 2016-20 is based on the 2014 network 

and with no cost savings. Identified cost savings and strategies will be highlighted 

separately in this report. 

The 2014-15 Budget Papers project fares in 2016 to increase by $4.3 million (around 

20%) with moderate increases in 2017 and 2018. We believe this is unattainable. 

We have projected fares revenue in the out-years at modest growth on 2015, mainly 

recovering cost increases. Patronage growth has been static, even slightly decreasing 

over recent years, and therefore population increases for the period 2016-2020 are not 

expected to impact markedly on patronage levels without a fare strategy, including pricing 

and elasticity. Changes in fare revenue strategy and capacity, as a mechanism to 

improving cost recovery for the Government is discussed separately in Section 5. 

For the period 2016-20, the Comcare rate used is the same as 2014-15, and therefore is 

forecast to increase at the same rate as wages. We comment about the increasing 

Comcare rate and recommend that this be funded separately from 2016 onwards, noting 

that Comcare in 2015 is fully funded. 

We have excluded from the funding calculations the negative cash funding for SNT and 

Rural Bus Services, as we understand that the SNT function is to be transferred to PT at 

the start of the 2015-16 financial year. Funding for these activities will need to be 

transferred to PT. 

We have also excluded the effect of the 10-minute rule, which will be recovered from 

revised shift arrangements.  

3.3.1 Funding Shortfall 

The total funding shortfall for ACTION under using Network 14 parameters is as follows: 

 2016   $18.13 million 

 2017   $18.69 million 

 2018   $20.56 million 

 2019             $21.81 million 

 2020             $23.41 million 

  



CMTEDD ACTION Expenditure Review: Phase 3 

Page 58  

Table 22: ACTION Financial Projections 2016-20 

ACTION 2016 2016 2017 2017 2018 2018 2019 2019 2020 2020 

Financial 
Projections 

$'000 Per 
Km 

$'000 Per 
Km 

$'000 Per 
Km 

$'000 Per 
Km 

$'000 Per 
Km 

Route Network           

In Service Kms 20,291,592          

In Service Hours 931,192          

Total Kms 24,818,749          

Total Hrs (Drivers) 1,099,485          

Buses 432          

GPO 80,303 $3.24 82,797 $3.34 84,035 $3.39 85,160 $3.43 86,319 $3.48 

Fares 23,340 $0.94 23,924 $0.96 24,522 $0.99 25,135 $1.01 25,763 $1.04 

Other 10,753 $0.43 11,022 $0.44 11,297 $0.46 11,580 $0.47 11,869 $0.48 

Revenues 114,396 $4.61 117,742 $4.74 119,854 $4.83 121,875 $4.91 123,951 $4.99 

Bus Hourly Cost 67,434 $2.72 69,472 $2.80 71,556 $2.88 73,345 $2.96 75,179 $3.03 

Bus Km Cost 35,944 $1.45 37,007 $1.49 38,095 $1.53 39,138 $1.58 40,203 $1.62 

Bus Number Costs 2,042 $0.08 2,093 $0.08 2,146 $0.09 2,199 $0.09 2,254 $0.09 

Total Network Costs 105,420 $4.25 108,572 $4.37 111,797 $4.50 114,683 $4.62 117,636 $4.74 

Support Costs (Operation)* 

Depots and 
Interchanges 

3,473 $0.14 3,560 $0.14 3,649 $0.15 3,740 $0.15 3,834 $0.15 

Transport Officers 7,395 $0.30 7,618 $0.31 7,847 $0.32 8,043 $0.32 8,244 $0.33 

Subtotal 10,868 $0.44 11,178 $0.45 11,495 $0.46 11,783 $0.47 12,077 $0.49 

Administration 
Salaries 

7,242 $0.29 7,461 $0.30 7,685 $0.31 7,877 $0.32 8,074 $0.33 

Other Administration 8,635 $0.35 8,851 $0.36 9,073 $0.37 9,299 $0.37 9,532 $0.38 

Subtotal 15,878 $0.64 16,312 $0.66 16,757 $0.68 17,176 $0.69 17,606 $0.71 

Interest 365 $0.01 366 $0.01 367 $0.01 42 $0.00 39 $0.00 

Total Costs 132,530 $5.34 136,428 $5.50 140,416 $5.66 143,684 $5.79 147,358 $5.94 

Funding Result 
Route Network 

(18,134) ($0.73) (18,686) ($0.75) (20,562) ($0.83) (21,809) ($0.88) (23,407) ($0.94) 

*The actual 2015 rate for Comcare has been projected for the period 2016-2020. 

3.3.2 Potential Savings 

3.3.2.1 Contracts 

Contract management has a significant impact on cost control. The use of legally 

enforceable contracts ensures that costs are competitive in an open market trading 

economy but also that products and services are being supplied on a value for money 

basis, and under ethical and measurable standards.  

Effective contract management should also ensure that ACTION takes advantage of bulk 

purchasing arrangements applicable to the large ACT Government sector. In addition, 

contract management ensures that cost impacts are minimised over future time periods. 

External contract management within ACTION is decentralised to cost centres through 

delegated responsibility. Contracts are then progressed between the delegate and Shared 
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Services Procurement to tender documentation, tender evaluation, contract detail and 

signature.  

The total operational purchases within ACTION are summarised in Table 23. 

Table 23: ACTION Operational Purchases 2014 

ACTION 2014 2014 2014 2014 2014 

Analysis Of Payments $'000 $'000 $'000 $'000  

 Payroll ACT Gov’t Non ACT Gov’t Total % 

Payroll Costs 88,762 - - 88,762 71.1% 

Supplies and Services - - - - - 

Fuel Diesel - - 11,870 11,870 9.5% 

Fuel LPG /CNG - - 1,775 1,775 1.4% 

Lubricants - - 314 314 0.3% 

Tyres /Tubes - - 989 989 0.8% 

Registration Insurance - 1,945 - 1,945 1.6% 

Parts - - 6,412 6,412 5.1% 

Other Administration - 7,757 4,585 12,342 9.9% 

Interest - 459 - 459 0.4% 

Total Supplies and Services - 10,161 25,945 36,106 28.9% 

Total Costs 88,762 10,161 25,945 124,868 100.0% 

% of Total 71.1% 8.1% 20.8% 100.0% - 

 

Of the total network costs, 79% ($99 million) are either labour (payroll costs) or ACT 

Government expenditure. Labour costs are 71% ($89 million) and ACT Government costs 

are 8% ($10 million). 

The ACT Government costs primarily consist of registration, insurance, Shared Services 

finance, HR, IT, communications, procurement, audit services, and TAMS payments 

relating to rent, ticketing services, depot and interchange services and ACTEW water 

charges. 

The scope within these services to make savings is low and dependent on ACT 

Government policy on utilisation of internal resources through the shared services model. 

Non ACT Government expenditure totals around 21% ($26 million) of total expenditure, 

with 82% ($21 million) of this being fuel, oil, tyres and parts.  

We have reviewed a copy of the contracts file for ACTION as at March 2014, and make 

the following comments in the context of possible cost savings: 

 Fuel ($13.6 million) and diesel ($11.9 million) purchasing is made through a NSW 

contract whereby ACTION is a licence holder to purchase under a NSW 

Government Procurement process. This allows ACTION to leverage off a major 

volume contract. Purchases are made from one supplier on the supplier list, based 

on a weekly discounted contract rate, including freight. Stockholding of diesel at the 

end of any one month is minimal at $0.3 million or under one week’s usage. Gas is 

purchased through ACTEWAGL and compressed at the Tuggeranong site. The 

contract for gas supply is current and was conducted through a tender process.  
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 Lubricants ($0.3 million). These are generally purchased through one supplier. No 

formal contract exists for this arrangement. 

 Tyres and Tubes ($1 million). These are supplied through Bridgestone under a 

current contract into its 2-year option period. This contract also includes the removal 

of scrap tyres. Stockholding is around $0.1 million or about 1.2 months’ usage. 

 Parts ($6.4 million). For parts purchasing, the ACTION policy is to purchase from 

suppliers of original equipment manufacturer (OEM) parts, or parts that meet OEM 

standards, thereby ensuring that only specified products are used. Of parts 

purchased, around 48% ($3.1 million) are purchased from the three suppliers who 

have supplied buses in ACTION, being Scania, MAN, and Iveco (Renault). A further 

30 suppliers ($2.6 million) provide products such as bearings, brake linings, 

batteries, belts, hoses, electrical equipment, windscreens, and other specialty 

requirements. A further $0.7 million is spent with 100 suppliers with a threshold of 

under $30,000 each per annum. ACTION does not have formalised contracts with 

any of the suppliers of parts, only trading arrangements. There is scope for 

formalising these arrangements including establishing conditions on parts pricing, 

bulk discounts, and freight arrangements. On a stockholding basis, parts are high 

($2.4 million), over 4 months’ usage. This is more apparent given the comparatively 

low number of suppliers. A reduction in stockholding would result in cash savings for 

ACTION.  

 Other Administration ($4.5 million). There are fixed supply agreements totalling 

$1.8 million for electricity ($0.7 million), clothing ($0.3 million), external payroll 

systems ($0.3 million), ticketing system IT ($0.2 million), real time information 

system IT ($0.12 million), and cleaning of interchanges ($0.2 million). Other 

purchases such as stationery, photocopying, medical services and fleet charges are 

purchased through whole-of-Government contracts. 

 

Based on our understanding of ACTION’s business we would recommend: 

 An increased emphasis on contract performance to not only cover expenditure 

contracts, but also include revenue contracts, and manage any contract under a 

purchaser-provider model.  

 For enacted contracts, a supplier performance assessment should be formalised at 

regular intervals during the contract period between the purchaser and supplier to 

ensure that the terms and conditions of the contract are being followed. This 

process also ensures that there is historical review prior to any option extension.  

 For major inter ACT Government arrangements, the same rules for contract 

management – service level agreements (SLA) – should be in existence to ensure 

service obligations, rights and responsibilities for both parties are transparent. This 

process ensures that additional services provided above the service level 

agreement has been appropriately authorised and costed prior to the service being 

provided. 

Cost Savings Potential 

A tightening of the contract processes for external suppliers, together with relevant 

enforceable SLAs with other ACT Government parties, will lead to savings. At this stage, 

apart from the savings from using two payroll systems, these are not quantifiable and 
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would be set as target savings. The reduction in inventories would also result in cash 

savings over time. The savings in payroll costs would be estimated at $0.13 million in 

2016, which is approximately 50% of the current AURION payroll system. A decision 

needs to be made on what payroll system best serves ACTION, particularly the interfaces 

with HASTUS for electronic timesheets and with netBI for payroll analysis. The adoption of 

either Chris 21 or AURION as the preferred supplier to ACTION will require considerable 

ongoing annual IT costs. 

3.3.2.2 Make or Buy 

In assessing labour efficiency we have examined the TIMS system which has two 

functions: 

 A stores system used for recording all parts held by ACTION, including locations, 

number of units, unit value and total value. 

 A job costing system whereby jobs are logged by vehicle. Parts and labour are 

allocated to the job. 

While the maintenance system (TIMS) accurately records parts issued to each job, labour 

hours allocated to each job is not completed and therefore cannot be used to benchmark 

labour efficiencies by type of job. Within TIMS the recorded hours (costed at $60 per hour) 

against actual hours are Belconnen 45%, Tuggeranong 69% and MUO 2%. We would 

recommend that labour hours be incorporated in the TIMS system and reconciled with the 

payroll system. This would enable job analysis by vehicle, vehicle age and maintenance 

category. 

Make or Buy Analysis 

The MUO (Major Unit Overhaul) division located in Belconnen and has 12 full-time-

equivalent employees. Its major function is the rebuild of engines, transmissions, 

differentials, repair of accident damage, repair of seats, commissioning and 

decommissioning of new and old buses and performing overflow work from Belconnen 

normal maintenance. Engine kits are purchased and rebuilt in MOU with 17 units 

completed in 2014. Total kit cost is around $25,000 excluding labour. Complete 

transmission units are purchased and fitted in MUO. While ACTION has the skills 

available to make engines and other parts, the viability of this should be examined (on a 

fully costed basis) against a fully completed unit. Adding to this is the warranty that may 

apply to a complete engine as opposed to the risk and cost with an MUO-made engine.  

The other functions performed within MUO should be considered in relation to a business 

need case, for example we have highlighted under “revenue management” the impact of 

faulty validators on fare revenue. 

ACTION does not produce time records against types of jobs performed in this business 

unit, thereby negating any costing of a fully made-up engine and other reconditioned 

items. 

The trend in daily maintenance is more overtime being worked by a reduced workforce, 

whereas minimal overtime is worked in MUO. An assessment of skills utilisation across 

the three work areas in the context of a make or buy policy is required to fully analyse 

work priorities. 
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3.3.2.3 Ancillary Revenue  

The current revenue contract in operation relates to bus advertising revenue, which 

expires in December 2014, with a further two year option. The annual revenue from this 

contract is approximately $550,000, and covers both internal and external advertising. 

From our experience we believe that there is potential for increased advertising revenue 

based on other jurisdiction models, which range from $1,500 to $2,500 per bus. This 

would increase the ACTION advertising revenue to around $1 million per annum. 

In previous projects that MRCagney have been involved in relating to ancillary revenue, 

other revenue streams have been identified that optimise return from network physical 

and contractual assets. These include: 

 Charges for park and ride or integration within fares 

 Expansion of advertising across the network – fleet and assets 

 Development of a retail strategy offering value-added services – vending, kiosk, 

coffee cart at strategic locations 

 Facilities sharing with food and beverage suppliers, vending machines, ATMs 

 Transit card membership programs & website development 

 MyWay card development for commercial utilisation and multiple applications 

 Banner advertising, web leveraging 

 Events integration 

 Fleet advertising 

 Mobility management applications 

It is important that the ownership and rights to use of network facilities are properly 

clarified. In a multimodal environment it is preferable to generate the revenue flow from 

the assets directly to the public transport authority rather than via the operator. 

3.3.2.4 Special Needs Transport 

The Special Needs Transport Service (SNT) is provided to special needs students under 

policy guidelines from the ACT Education and Training Directorate. This operation is 

performed as an autonomous activity within Public Transport with independent bus 

resources, management staff, drivers and attendants, and routes. The overall Public 

Transport administration support for this activity is minimal. 

Public Transport funding for the SNT activity should be zero, based on full funding through 

the contract. 

There are 18 diesel buses being operated by Special Need Transport, located in Woden, 

consisting of: 

 8 Mitsubishi Rosas – Leased by ACTION –entered service in 2008 

 10 Mitsubishi Rosas – Leased by Public Transport in 2014 to replace 10 Hinos 

previously owned by ACTION. 

The financial results of the SNT operation since 2009 are shown in Table 24. 
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Table 24: Special Needs Funding 2009-14 

ACTION 2009 2010 2011 2012 2013 2014 5 Year % 

SNT Funding $'000 $'000 $'000 $'000 $'000 $'000 Change 

Kilometres Travelled  258,415 237,438 271,622 204,981 298,100 401,510 55.4% 

Revenues        

SNT Contract Revenue 1,579 1,587 2,047 2,010 2,133 2,412 52.8% 

Total Costs        

Labour Costs* 1,536 1,553 1,995 2,010 1,977 1,949 26.9% 

Motor Vehicle Costs 440 480 478 516 475 800 81.9% 

Other Costs 122 110 128 71 191 141 15.6% 

Total Costs 2,098 2,143 2,601 2,597 2,643 2,891 37.8% 

Net Loss (519) (555) (554) (587) (510) (479) (7.8%) 

% Change  6.97% (0.2%) 6.0% (13.1%) (6.2%)  

 *Labour costs include actual Comcare rates applicable for the year. 

Table 24 shows that SNT services are running at a significant cash deficit. This cash 

deficit has been caused by the increased costs, especially the replacement of the original 

18 Hinos with higher cost leased Mitsubishi Rosas. This has resulted in an improved 

service for the passenger but has not been matched by increases in the contract price. 

Labour costs within this sector are also influenced by the large rate increases in 

ACTION’s Comcare premiums. 

For the 2014 financial year, 186 Special Need Transport student passengers per day were 

carried for 197 days, totalling 36,642 passenger return journeys. Unit revenue per 

passenger per day is $65.83 and unit cost per passenger per day is $78.89, with a net 

cost per passenger per day of $13.06.  

In September 2014, SNT commenced operation of a free Community Transport flexible 

bus service for seniors and people with a disability who have limited access to other public 

transport options. This scheme uses the bus and labour resources of the SNT unit and 

operates in non-school time periods. 

The increased kilometres in 2014 reflects the impact of this service and the increased 

motor vehicle costs are the result of the new 10 leased vehicles and additional fuel usage. 

GPO funding of $500,000 has been provided in the 2014-15 year for the Community 

Transport flexible bus service for one year only. 

The Special Needs contract expired in 2010. Consequently, ACTION continued a cash 

deficit from this operation. On a full cost allocation basis the loss would be greater as 

there are costs that have not been allocated to the operation. 

3.3.2.5 Rural Bus Services 

Special Needs Transport (within PT) currently administers Rural Bus contract payments 

that are directly funded by the ACT Government as a component of Government 

Payments for Output. Payments are made to two service providers based on eligible 

passengers carried. 

The financial results of the Rural Services Contract since 2009 are shown in Table 25. 
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Table 25: Rural Bus Services 2009-14 

ACTION 2009 2010 2011 2012 2013 2014 6 Year % 

Rural Bus  $'000 $'000 $'000 $'000 $'000 $'000 Change 

Government Funding 318 326 334 544 559 585 83.96% 

Contract Costs 210 437 452 456 474 495 135.71% 

 Net Result  108  (111) (118) 88  85  90  (16.7%) 

Service provider contracts expired in December 2013, and 4 new contracts were awarded in July 2014 for 3 

years. These contracts are fixed price contracts and additional GPO base funding was provided in 2011-12 to 

cover future increased contract payments. 

3.3.2.6 Community Transport Operations 

The ACT Government commenced operations in the 2014-15 year, funded on a one year 

basis only, to provide a free flexible community service transport service for seniors and 

people with a disability who have limited access to other public transport options. This 

service would utilise the current SNT resources and operate during non-school hours.  

We support that these operations have now been separated from the ACTION route 

services purchaser-provider model and are now being provided and managed through 

PT. 

3.4 Projected funding position for 2015-2020 under various 

cost savings scenarios 

3.4.1 Option Development 

The projected funding position of ACTION for the period 2015-20 is derived from the base 

position outlined, adjusted for achievable savings. We have excluded from funding the 

Special Needs Transport, Rural Bus administration and Community Transport. These are 

deemed non-core ACTION activities as a network transport operator. 

3.5 Summary of Findings 

We have assessed savings that are deemed achievable in the period 2016-20 and these 

are attached and cross-referenced in Table 26. Note that the impact of the excess 

Comcare premium content is itemised separately. 
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Table 26: Projected Funding 2015-20 with savings options 

  2015 2016 2017 2018 2019 2020 

  $'000 $'000 $'000 $'000 $'000 $'000 

Base Funding Deficit  Table 21, 

Table 22 

382 (18,134) (18,686) (20,562) (21,809) (23,407) 

Optimisation of Existing 

Run Times 

Chapter 6.3  4,200 4,313 4,442 4,574 4,692 

Underperforming Trips Chapter 6.4  2,488 2,558 2,634 2,705 2,775 

Depot Strategy Savings Chapter 6.6   969 442 443 464 

Net Savings on 

Administration Payroll  

Chapter 3.3  136 140 143 147 150 

Net Savings 

Administration  Labour  

Chapter 8.1  125 129 133 136 140 

Net Savings Transport 

Officers  

Chapter 8.1    604 620 635 

Fare Leakage Recovery Chapter 7.3  525 538 552 565 580 

Resource Management 

Savings 

Chapter 7.2  760 782 806 826 847 

Total Base Changes  0 8,234 9,430 9,757 10,026 10,283 

Base Funding Deficit  382 (9,900) (9,256) (10,805) (11,783) (13,124) 

Included in Base 

Funding Deficit 

       

Comcare Base 

Changes 

  5,875 6,053 6,235 6,391 6,551 

Optimisation of Run Times 

 In Section 6.3 we outline a strategy to optimise run times in order to make savings. 

Under current labour rules these savings can be achieved by a shift spill and 

reallocation of driver resources.  

Underperforming Trips 

 In Section 6.4 we provide a list of trips that could be deleted or truncated to produce 

savings. These involve services between Woden and Civic, Belconnen and Civic, 

the Northbourne Avenue (Red Rapid) service and services after 8pm. Total savings 

in kilometres for these trips total 585,400, with the majority of savings being 

services after 8pm. These savings are achievable subject to normal enterprise 

bargaining agreement. 

Depot Strategy Savings 

 In Section 6.6 we outline the capital expenditure strategy of operating four depots 

by recommissioning Woden as a full depot and constructing a new depot at Mitchell, 

as outlined in the ACTION Future Facilities Masterplan 2014 study. We have used 

that study to extrapolate net savings through reduction in dead running, offset by 

additional depot costs and revised depot labour requirements under a four depot 

rationalised operation. Timing of savings have been structured on Woden being 

operational in 2017 and Mitchell being operational in 2018.  
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Net Savings on Administration Costs 

 We identified in Section 3.3 that immediate identifiable savings could be made on 

payroll costs where two payroll systems are currently being used. The choice of 

payroll for ACTION will require substantial IT development costs for HASTUS and 

netBI, and these have been factored into the net savings.  

Net Labour Savings Administration and Transport Officers 

 In Section 8.1 we outline a proposed structure for both ACTION and Public 

Transport which outlines roles and responsibilities of a purchaser-provider model. 

Of the recommended changes, the administration structure can be enacted in 2016, 

while changes in Transport Officers can only be made upon renegotiation of the 

EBA in 2017.  

Fare Leakage 

 In Section 7.3 we outline fare leakage through inoperative MyWay modules and 

invalid transaction losses. Appropriate management action will result in the recovery 

of fare leakage. 

Resource Management Savings 

  In Section 7.2 we outline resource management issues around employee leave, 

types of leave, relief ratios, and driver overtime. Appropriate management action will 

result in cost reduction. 
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3.6 Projected funding position for 2031 

Table 27: Projected funding for 2031 

ACTION 2031 2031 

Financial Projections $'000 Per Km 

Route Network   

In Service Kms 20,291,592  

In Service Hours 931,192  

Total Kms 24,818,749  

Total Hrs (Drivers) 1,099,485  

Buses 432  

Revenue   

GPO 101,039 $4.07 

Fares 33,804 $1.36 

Other 15,573 $0.63 

Total Revenue 150,416 $6.06 

Costs*   

Bus Hourly Cost 98,641 $3.97 

Bus Km Cost 53,626 $2.16 

Bus Number Costs 2,958 $0.12 

Subtotal Network Costs 155,225 $6.25 

Support Costs (Operation)   

Depots and Interchanges 5,030 $0.20 

Transport Officers 10,817 $0.44 

Subtotal support costs 15,847 $0.64 

Administration Salaries 10,594 $0.43 

Other Administration 12,507 $0.50 

Subtotal administration costs 23,100 $0.93 

Interest 32 $0.00 

Total Costs 194,204 $7.82 

Funding Result Route Network (43,788) ($1.76) 

* The actual 2015 rate for Workers Compensation has been projected for 2031. 

The funding requirements of ACTION for the year 2031 is forecast at $145 million, with 

GPO funding of $101 million and a deficit of $44 million. The assumptions used in the 

calculations are kilometres and hours based on the 2014 base network, with all costs 

adjusted for inflation by increasing at 2.5% per annum for the period 2020 to 2031.  

3.7 Transport for Canberra Comparisons  

The ACT Government’s Transport for Canberra 2012-2031 Plan was published by the 

Environment and Sustainable Development Directorate in 2012. It established transport 

mode share targets and framed a new integrated transport and land use approach to 
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create a cleaner, more sustainable Canberra. Alongside an updated and refreshed 

Canberra Spatial Plan, now known as the ACT Planning Strategy, Transport for Canberra 

2012-2031 updated and replaced the Sustainable Transport Plan 2004 and serves as the 

foundation for transport planning for the next 20 years. 

Table 28 below compares the Transport for Canberra public transport mode share targets 

to recent ACTION achievement. The Transport for Canberra base year mode share for 

journey to work trips was derived from the Census, last carried out in 2011, and the 

ACTION ticketing data for weekday morning peak boardings excluding school students. 

These boardings have then been compared to 2014 actual results and population to 

achieve current bus modal share, and projected to the period 2015-31 using the 2014 

network projections.  

The Transport for Canberra policy defines a 16% bus modal target by 2026. On the above 

boarding criteria we have calculated the peak requirement would be 858 buses (944 

buses with 10% spares), allowing for increased bus capacity as old smaller buses are 

replaced. By 2031 the peak requirement would be 915 buses (1,007 buses with 10% 

spares). This represents an increase of 445 buses to be purchased (approximately 30 

buses per annum) over the 562 buses outlined in the ACTION Future Facilities 

Masterplan (AFFM), September 2014.  

In the AFFM study, an examination was carried out of the underlying network assumptions 

used in Transport for Canberra planning. Consequently, a revision of the 2031 network 

was carried out (AFFM Section 4.2.2) and the bus peak bus requirement to meet 2031 

population projections resulted in a bus peak requirement of 511 buses (total 562 with 

10% spares). This represents an increase of 146 peak buses over the period 2014-2031. 

In simplistic terms, and by comparison, bus services to Gungahlin commenced around 

2004-5. Peak bus requirements have increased by 57 from 2004-05 to 2013-14 (from 308 

buses to 365) as population has increased by 56,000 from 333,000 to 386,000. Future 

population growth in Canberra for the period 2014-2031 is forecast at 107,000 from 

386,000 to 493,000, requiring 146 additional peak buses. 

The amended bus projections from the AFFM study (562 buses by 2031) would indicate 

an increase on 2015 in variable network costs of around 32%, or $50 million. The 

corresponding increase in fares on the increased journeys would be $11 million.  
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Table 28: Transport for Canberra public transport modal projections against current 
ACTION achievement 

ACTION 2011 2014 2015 2031 2031 2026 2031 

Transport for  Actual Actual Est Est Est   

Canberra (TFC) 

Comparisons 

Census  Network 

13 

Network 

14 

Network 

14 

Depot 

Study 

TFC TFC 

Transport for Canberra       

Population Projection 368,912 386,000 392,100 493,000 493,000 462,000 493,000 

Working Population 196,000 205,079 208,320 295,587 295,587 277,000 295,587 

Journey to Work Patronage       

PT Mode Share  7.80% 7.10% 6.91% 4.92% 7.54% 16.00% 16.00% 

Daily 15,288 14,556 14,389 14,556 22,278 44,320 47,294 

Annual (000s) 3,684 3,508 3,468 3,508 5,369 10,681 11,398 

Peak Buses        

Number of Peak Buses 355 365 370 370 511 1,029 1,098 

Capacity Adjustment* 100% 100% 100% 100% 100% 120% 120% 

Adjusted Peak Buses 355 365 370 370 511 858 915 

Peak Patronage        

Adults (000s) 2,653 2,594 2,629 2,663 3,967 7,690 8,206 

Concession (000s) 1,032 914 839 845 1,402 2,991 3,191 

 3,684 3,508 3,468 3,508 5,369 10,681 11,398 

Peak Patronage/Peak 

Bus 

10,379 9,611 9,372 9,481 10,507 12,454 12,454 

Fares        

Full Fare  $1.99 $1.85 $1.94 $2.88 $2.88   

Concession $0.94 $0.82 $0.86 $1.27 $1.27   

Schools $0.80 $0.63 $0.66 $0.98 $0.98   

Peak Fares        

Adults ($'000s) $5,270 $4,799 $5,101 $7,673 $11,428   

Concession ($'000s) $973 $746 $719 $1,073 $1,782   

Total Peak Fares 

($'000s) 

$6,243 $5,545 $5,819 $8,746 $13,210   

Total Patronage        

Adults (000s) n/a 7,593 7,649 7,649 10,279   

Concession (000s) n/a 5,925 5,972 5,972 7,855   

Schools (000s) n/a 4,246 4,277 4,277 5,377   

Annual Patronage 

(000s) 

n/a 17,764 17,897 17,897 23,511   

Total Fares        

Adults ($'000s) n/a $14,047 $14,842 $22,034 $29,611   

Concession ($'000s) n/a $4,836 $5,113 $7,590 $9,984   

Schools ($'000s) n/a $2,664 $2,815 $4,178 $5,254   
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ACTION 2011 2014 2015 2031 2031 2026 2031 

Transport for  Actual Actual Est Est Est   

Canberra (TFC) 

Comparisons 

Census  Network 

13 

Network 

14 

Network 

14 

Depot 

Study 

TFC TFC 

Total Fares ($'000s) n/a $21,546 $22,770 $33,803 $44,849   

        

Peak Buses 375 365 370 370 511   

Spares 40 67 62 62 51   

Total Buses 415 432 432 432 562   

Total Network 

Kilometres 

23,162 24,778 24,819 24,819 32,782   

Cost per Network Km $3.39 $4.14 $4.25 $6.25 $6.26   

Total Network Costs $78,557 $102,645 $105,420 $155,225 $205,215   

* Capacity adjustment reflects increases in per-bus capacity due to larger buses in fleet 

replacement strategy 

We have not extrapolated the unit costs of a bus network with 858 peak buses in 2026 

and 915 buses in 2031.  

The cost to provide capacity to meet Transport for Canberra targets will be significant. The 

estimated cost cannot be accurately determined, and is not as simple as doubling the 

2031 cost estimate of $205 million derived from the AFFM study to reflect the additional 

500 peak bus requirement. This is due to a number of factors which include: uncertainty 

on the service offering in relation to suburb growth, particularly in Molonglo; the majority of 

buses only required for peak hour; traffic congestion in the peaks affecting average bus 

speeds; driver shift arrangements in meeting an expanded network; and an additional 

depot location required to meet additional bus requirements in excess of the AFFM study 

(5 depots required instead of 4). These all have an impact, positive or negative, on unit 

costs. Economies of scale are likely to have the greatest impact, so doubling the 2031 

estimate derived from depot study is likely to overstate the cost.  
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4 Assessment Framework and Methodology 

As part of the project, MRCagney undertook to develop an assessment framework and 

methodology through which assessment of future service delivery options could be 

assessed. The developed model provides the key criteria against which shortlisted 

models can be compared. The perspectives used in developing such a model provide a 

valuable qualitative and quantitative performance assessment mechanism. The sections 

that follow consider ACTION’s performance and identify opportunities for improvement. 

Where options exist then they are evaluated using the following assessment framework 

in Table 29. 
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Table 29: Assessment Framework for Option Evaluation 

Category Criterion Description, Comments 

1. User 

perspectives 

1.1 Patronage 
Primary indicator is journeys; passenger-km 

secondary indicator 

1.2 Affordability 
Average fare, i.e. fare revenue / patronage, and other 

qualitative measures 

1.3 Core service 

quality 

Core service features (e.g. 

crowding/reliability/punctuality) noted in customer 

surveys. 

1.4 Simplicity / 

legibility 

System is easy for users to understand and navigate, 

especially new users 

1.5 Addresses needs 
Addresses issues reflected in customer satisfaction 

and usage levels. 

2. Fiscal 

perspectives 

2.1 Gross costs 

Gross costs – a product of (i) level of supply (bus km, 

peak vehicles, etc) and (ii) unit costs of supply (cost 

efficiency) 

2.2 Fare revenue 

Revenues – great majority is farebox revenue, a 

product of (i) passenger journeys, and (ii) average fare 

per journey. 

2.3 Cost recovery Fare revenue / Gross costs 

2.4 Stability / 

Accountability 

Level of certainty over future gross costs and 

revenues  

3. Economic 

impacts 

3.1 Demand 

productivity 

Patronage / bus-km 

3.2 Supply productivity 
Bus-km / Net costs = Bus-km / (Gross costs - Fare 

revenue) 

3.3 System 

productivity 

Patronage / Net costs = Patronage / (Gross costs - 

Fare revenue) 

3.4 Economic 

efficiency 

Wider transport / spatial economic impacts, e.g. 

externalities and cost reflexivity versus marginal socio-

economic costs  

4. Strategic 

alignment 

4.1 Transport policies. Consistent with ‘Transport for Canberra' policy. 

4.2 Land use policies Consistent with ACT Territory Plan. 

4.3 Procurement 
Are there any such policies (ACT or Federal 

Government)? National Competition Policy? 

5. Resilience and 

Risk 

5.1 Process risks 

Consider risks at five main stages of the process: 1) 

model development and specification; 2) operator 

procurement process; 3) transition to new operator; 4) 

contract period; and 5) contract termination/handover. 

5.2 Institutional 

resilience 

Ability for business to respond rapidly and effectively 

to changes in policy / regulatory requirements and/or 

external changes in supply/demand. 

5.3 Risk allocation 

Risks should sit with operator when they are best 

positioned to manage them (but, generally, not 

otherwise).  

Each option is evaluated for each criterion on a numeric seven-point scale ranging from 

-3 to +3, where the mid-point (zero) indicates business-as-usual option. 
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5 Fares and Ticketing 

In this section, we consider ACTION’s current approach to fares and ticketing. This 

section is structured as follows: 

 Section 5.1 discusses the current fare system 

 Section 5.2 outlines some alternative fare systems 

 Section 5.3 develops options for changes to the current system 

 Section 5.4 evaluates the performance of these alternative options for fares and 

ticketing 

 Section 5.5 summarises our findings and their implications for other sections of this 

report 

5.1 Current Fare System 

The following sub-sections summarise ACTION’s current fare system. First, we discuss 

fare structure and levels, before then considering the current fare products. 

5.1.1 Fare Structure and Levels 

ACTION currently uses a “flat fare structure”, i.e. the ticket price does not vary with 

distance travelled. Two types of tickets are sold: 1) “MyWay” smartcard fares and 2) 

single and daily paper tickets. MyWay journeys currently account for approximately 88% 

of all journeys undertaken on the network. 

Passengers who have purchased a MyWay or paper ticket can transfer for free within 90 

minutes of their first boarding. For MyWay tickets, an off-peak discount applies between 

9am-4.30pm and after 6pm on weekdays, and all day on weekends/public holidays. The 

level of off-peak discount varies by passenger type. 

The peak adult fare up to 2 January 2015 was $2.84 for MyWay and $4.50 for a single 

trip paper ticket. These increased on 3 January 2015, after this analysis was conducted; 

the fares prior to 2 January 2015 are referred to as current in this report. There are three 

primary types of concession passengers: school students, tertiary students, and general 

concessions. All concession types receive a 50% discount on the comparable adult fare 

for the same journey. Larger discounts are offered to school students when travelling on 

school days (-25%) and off-peak general concession journeys. 

Fare levels for ACTION’s services are summarised in Table 30. 
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Table 30: ACTION Bus Fares, May 2014 

Ticket type Passenger type 

Payment Day Period Unit Adult Concession School Tertiary 

Paper All All Single $4.50 $2.20 $2.20 $2.20 

Daily $8.60 $4.30 $4.30 $4.30 

MyWay Weekday Peak Single $2.84 $1.41 $1.07/$1.41* $1.41 

Off-

peak 

Single $2.25 $0.62 $1.07 $1.41 

All Daily $8.60 $4.30 $4.30 $4.30 

Weekend All Single $2.25 $0.62 $1.41 $1.41 

Daily $5.19 $1.92 $1.92 $1.92 

* School / non-school 

5.1.2 Setting Reasonable Fare Levels 

As observed by the Independent Pricing and Regulatory Tribunal in New South Wales, 

“providing a subsidy is justified if it creates an incentive for people to behave in a way 

that is beneficial to the community – in this case using public transport instead of 

driving.”3 

Determining a reasonable fare level that provides this incentive must consider the 

following elements: 

 External benefits of public transport  

 Comparison with costs of competing transport modes 

 Comparison with fares of other Australasian public transport providers 

 Strategic objectives served by fare levels including mode share and social equity 

 Potential to increase cost recovery through means other than fare levels, including 

increasing patronage and/or reducing costs 

Substantial benefits accrue to the public and the economy when people choose to travel 

by public transport rather than by car. These include:  

 Congestion and travel time for drivers reduced 

 Delay for pedestrians and cyclists crossing roads reduced 

 Air, water and noise pollution reduced 

 Dependence on imported fossil fuels reduced 

 Parking requirements and demand reduced 

 Infrastructure maintenance costs reduced (roads, parking) 

 Infrastructure capital costs reduced, deferred or eliminated (road capacity 

expansion) 

 Land use and agglomeration benefits, wider economic benefits 

 Social accessibility and inclusion benefits  

                                                

3
 

http://www.ipart.nsw.gov.au/Home/Industries/Transport/Reviews/External_Benefits_of_Public_Transport/26_Aug_2014_-
_Issues_Paper/Issues_Paper_-_Estimating_the_external_benefits_of_public_transport_-_August_2014 
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Some of these benefits and their estimated values are included in Figure 1 for travel by 

rail, bus and ferry in Sydney, which gives an indication of their potential magnitudes. 

In addition, there are direct benefits to the people who choose to travel by public 

transport: 

 Travel time savings for bus passengers if bus travel is faster than car travel 

 Travel cost savings for bus passengers if bus travel is less expensive than car fuel, 

maintenance and parking 

 Health benefits from increased physical activity associated with accessing public 

transport 

Car usage in the ACT is subsidised in a number of overt and hidden ways that result in a 

distorted transport market in which fully user-pays public transport would not lead to an 

efficient outcome. Car users pay some costs in proportion to their car or road use, 

namely fuel excise tax and in some cases road tolls. However, this is insufficient to 

cover the external costs of car usage. Further car usage subsidies include: 

 Free road use provided with no charge to cover the cost of land, construction, and 

maintenance (except toll roads) 

 Free parking provided at many destinations 

 Travel speed priority provided over other modes in many situations (intersection 

right of way, pedestrian signal phasing timing, location of parking relative to public 

transport and cycle racks, etc.) 

 Publicly-subsidised healthcare for motor crash victims and inactivity-related health 

problems 

 No charge for air, water and noise pollution  

Walking and cycling are generally more efficient than public transport and car travel 

because of much lower infrastructure and operating costs and greater health benefits.  

Figure 1: Summary of external benefits included in IPART fare determinations ($ per 
passenger trip) 

 

Public transport fares can be difficult to compare between jurisdictions due to different 

pricing structures, bulk fare products, mode options, and trip lengths, but Table 31 
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provides a general indication of relative fare levels from the last year for a 5km journey. 

Due to its flat fare structure, ACT journeys become relatively cheap for long distances 

and relatively expensive for short distances. 

Table 31: Comparison of 2013-2014 single adult fares for ~5km journey (average of 
single and bulk ticket) 

City Peak Off-peak 

Brisbane/SEQ 3.85 3.08 

Melbourne 3.50 3.50 

Adelaide 3.19 3.19 

Darwin 3.00 3.00 

Townsville 2.90 2.90 

Canberra  2.52 2.25 

Hobart 2.24 2.24 

Sydney 2.10 2.10 

Perth 2.03 2.03 

Strategic objectives for public transport mode share and coverage have been set with 

consideration of the external benefits discussed above, and changes relating to fare 

levels should be made with consideration of whether they serve or undermine these 

objectives. Demand price elasticity suggests that increasing the price of public transport 

will reduce demand, which is inconsistent with Transport for Canberra targets for 

increasing public transport journey to work mode share to 16% by 2026 unless 

improvements in service levels (e.g. frequency increases, longer operating hours, bus 

lanes and signal priority) and increases in competing transport prices (e.g. through a 

parking space levy, fuel excise increases) are sufficient to both offset the fare increase 

and attract additional passengers. 

It is imperative to avoid conflating reasonable fare levels with reasonable cost recovery. 

The discussion above centres on fare levels, which are a question of the value derived 

by the user and society; cost recovery is a different issue that is more related to the 

efficiency of operating the public transport service. Cost recovery is better affected by 

increasing patronage on efficient routes (e.g. by increasing service frequency or 

operating speed, and reducing the subsidy provided to competing modes), reducing the 

provision of very low cost recovery services, and reducing unit costs of operations per 

kilometre and per hour. 

The ACT Transport Pricing Study (2014) recommended that public transport fares 

increase by no more than any increase in parking prices over the same period in order 

to limit any detrimental mode share impacts of fare rises. We suggest that a further 

study, comparable to that undertaken by IPART for Sydney, would be advisable to 

quantify as far as possible the current and potential benefits and costs of public 

transport use in the ACT in order to make a more informed decision on whether public 

transport fares should rise or fall and by what amount.  
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5.1.3 Fare Products 

ACTION offers two primary fare products, namely the value-based daily and the journey-

based monthly caps. In terms of the value-based daily cap, we make the following 

observations: 

 On weekdays, the daily cap is set at the price of a daily paper ticket, i.e. $8.60 and 

$4.30 for adult and concession passengers respectively. The daily cap for MyWay 

users is just over three times (3.02x) the cost of a single fare on weekdays, 

effectively allowing free travel once three individual journeys have been completed. 

This cap is of limited use to most passengers given the 90 minute transfer period 

available for each journey, with only 0.5% and 1.4% of adult and concession 

journeys qualifying respectively; and 

 On weekends, the daily cap is set at $5.19 and $1.92 for adult and concession 

passengers respectively. This is 2.3x the price of a single adult fare, 1.36x the 

price of a single student fare, and 3.1x the price of a single concession fare 

(because the single-trip price for concession travellers is greatly discounted, but the 

daily cap is not). Consequently, more passengers qualify for weekend daily caps 

(4.2% and 20.7% for adults and concession passengers respectively. 

In contrast to the daily cap, the monthly cap is journey based and allows free travel once 

a certain number of trips have been made in a calendar month (40 paid trips, or 30 paid 

trips for school students). It does not matter which trips have been accumulated in the 

month in order to qualify for the cap; it applies automatically after the first 40 (or 30) paid 

journeys are undertaken. Regular travellers who make discounted trips early in the 

month benefit from their full-priced weekday commute trips becoming free towards the 

end of the month. 

The percentage of boardings qualifying for free travel due to these caps is illustrated in 

Figure 2. This clearly shows the impact of daily caps is relatively consistent throughout 

the average month. From the middle of the month onwards the percentage of journeys 

qualifying for the monthly cap increases rapidly and by the end of the month almost 20% 

of the journeys undertaken on the ACTION network qualify incur zero fare. 
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Figure 2: Percentage of Boardings Qualifying for Fare Caps (Oct. 2013 – Sep. 2014) 

 

We analysed the cost of these daily and monthly fare caps for all passengers for the 

year from 1 October 2013 through to 30 September 2014. Results suggest the daily and 

monthly fare caps costs $173,000 and $827,000 p.a. respectively. Together these two 

fare products account for 0.73% and 3.49% of revenue respectively, or 4.22% in total. 

Section 5.3.4 suggests options for removing or changing some or all of the fare caps. 

The final fare product offered is the 5% discount applied to MyWay cards that are 

registered for auto-load. Auto-load is beneficial to ACTION as it encourages greater 

uptake of MyWay and improves the speed of the boarding process. Auto-load may also 

have behavioural benefits, customers are more likely to travel freely when they can do 

so knowing their MyWay card will be automatically topped up when necessary. The 5% 

discount is applied to the price of each trip taken, rather than as bonus credit at time of 

auto-load. 

5.1.4 Special discounts 

ACTION currently provides free or discounted travel to niche passenger subsets 

including current and former employees. This affects a very small proportion of the total 

number of passengers carried and is unlikely to significantly impact ACTION’s overall 

financial position. This policy could be reviewed from an employment benefits package 

perspective rather than an operational perspective. Generally speaking, providing free 

or discounted travel off-peak and on weekends, and reduced discounts or full-price 

travel during peaks, would appear to align incentives with more efficient use of network 

capacity. 

5.1.5 Summary 

In our professional experience, despite being based on a flat-fare, the current fare 

structure is relatively complex in that it presents customers with a myriad of different fare 
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levels and products. This complexity risks confusing and discouraging new passengers. 

Moreover, those who do elect to travel may not be fully aware of the discounts that they 

are receiving. This in turn means discounts do not having the desired effect on 

behaviour, i.e. generating additional patronage. 

One way of simplifying the fare system would be to apply more standardised discounts. 

TransLink in South-east Queensland (SEQ), for example, discounts the baseline adult 

fare by 50% for concession go card holders, while all off-peak journeys receive a 20% 

discount. TransLink also does not offer daily/monthly caps, instead offering only a 

journey-based weekly cap (set at 9 journeys). If the SEQ fare system was applied to 

ACTION buses, then the fare table shown in Table 30 would simplify to that shown in 

Table 32.4 

Table 32: Replicating the SEQ Fare System on ACTION Buses 

Ticket-type Passenger type 

Payment Period Adult Concession 

Paper Single $4.50 $2.20 

MyWay 

Peak $2.84 $1.41 

Off-

peak 
$2.27 $1.13 

In such a fare table, it is clear that passengers receive a considerable discount if they 

are: 1) concessions; and/or 2) use a MyWay card; and/or 3) travel in off-peak periods. 

We emphasise that this comparison is not to necessarily suggest the fare levels and/or 

products offered in SEQ are optimal, but simply to highlight that fare system design 

choices ultimately affect the complexity, and by extension the effectiveness, of the 

resulting fare structure which is presented to the customer. These issues are considered 

in more detail in the following sections. 

5.2 Alternative Fare Systems 

We now introduce some general principles of fare system design, summarise common 

typologies of fare structures, and finally outline some options for an alternative fare 

system in Canberra. 

5.2.1 General Principles of Fare System Design 

Fare systems need to balance some unavoidable inter-dependencies and trade-offs. 

One way to represent these trade-offs is to consider the three mutual objectives of Cost 

reflexivity, Revenue, and Simplicity, as in Figure 3. 

                                                

4
 SEQ has some other complications, such as the “1, 2, & free” fare product offered to seniors and pensioners and the 

STAS card for student travel. Nonetheless, SEQ”s basic fare levels and products are extremely simple to communicate.  
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Figure 3: Inter-dependencies and Trade-offs in Fare System Design 

 

In terms of cost reflexivity, this objective seeks to ensure the fares that are charged 

reflect the costs of providing services, e.g. marginal cost pricing. However, if it was 

applied strictly to public transport services then this could result in a fare structure that 

varied across many different dimensions, e.g. by route, time-of-day, and mode. Hence, 

improved cost-reflexivity can result in greater complexity for passengers. 

In terms of revenue, this objective seeks to ensure that fares reflect passengers’ 

willingness-to-pay for public transport. This would typically result in higher fares being 

charged for less price-sensitive journeys. In the case of public transport, however, a 

passenger’s ability-to-pay (ATP) may not necessarily reflect their willingness-to-pay 

(WTP). So-called dependent or “captive” passengers, for example, may have high WTP 

but low ATP, such that a focus on revenue might lead to outcomes that to most people 

were inequitable. 

Finally, in terms of simplicity, this objective seeks to design the fare system to minimise 

complexity. Simple fare systems are easier for passengers and drivers to understand, 

which in turn tends to result in lower levels of fare evasion.5 A flat fare structure, such as 

that currently used in Canberra, is the epitome of simplicity. On the other hand, such a 

structure is not cost-reflexive and nor does it maximise revenue. Moreover, over time the 

need for simplicity has arguably diminished due to the availability of new technologies, 

such as MyWay.6  

In most public transport networks, it is impossible to maximise all three objectives, 

especially true in larger cities with more complex urban forms. The main typologies of 

fare structures attempt to balance these three objectives; in the following sub-section we 

consider these typologies in more detail. 

5.2.2 Fare Structure Typologies 

In the following sections we consider three common fare structure typologies, 

specifically: 

 Flat fares 

 Distance-based 

 Zones 

                                                

5
 Simplicity also has a role in revenue protection. Less simple systems can introduce new opportunities to evade or at 

least minimise fares. Payment for simple fare systems is relatively easy to verify. In general, simple systems have less 
need for sophisticated revenue protection measures. 
6
 Online journey planners and mobile apps have also helped to “simplify” fares for those passengers who genuinely want 

to know. 

Cost 
reflexivity 

Simplicity Revenue 
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Flat fares do not vary with distance. For this reason they are radically simpler than most 

alternatives. A flat fare implies the economic costs and benefits associated with public 

transport are related more closely to the number of passengers carried rather than the 

distance those passengers travel. In this context a flat fare charges passengers for 

“accessing” rather than “using” the system. While public transport system costs may be 

dominated by fixed costs in the short run, this is unlikely to be true in the long run. In the 

long run, flat fares may stimulate demand for long distance travel to the point where 

additional services are needed. Such services will typically incur relatively high marginal 

costs. 

In contrast, under a distance-based fare structure the fare is calculated based on the 

distance travelled. This is advantageous in that more accurately reflects the costs of 

providing public transport, reduces the extent to which people travelling short distances 

cross-subsidise people travelling long distances, and in the long run supports more 

efficient land use with higher density and diversity. Land use regulations should permit 

this intensification in order to limit the equity impacts of introducing distance-based fares 

by ensuring that residential and commercial space within short travel distance of major 

centres does not become prohibitively expensive. The interactions between supply, 

demand and price, along with the externalities and true costs of different transport 

modes and land use effects of transport market distortions, including through flat fares, 

are discussed in more detail in the ACT Transport Pricing Study (2014). 

Most distance-based fare structures incorporate both a flag-fall component and a 

distance-based component, which primarily attempt to capture fixed and variable costs 

respectively.7 Such fare structures have historically been limited, long-distance rail, and 

air travel, where the number of origins and destinations is more limited and a higher 

proportion of passengers book tickets in advance, and taxis where a single fare per 

vehicle applies. The advent of smart cards, however, has enabled more widespread 

application of distance-based fares to public transport networks as it facilitates both 

calculation and charging these variable fares.  

As an example, distance-based fares are now used on public transport networks across 

the Netherlands. Figure 4 summarises the distance-based fare structure applied in 

Amsterdam8, where journeys attract a 0.86 EUR flag-fall and then 0.145 EUR per km 

travelled. Under such a fare structure a 5km and 30km journey would cost AUD $2.35 

and $7.71 respectively. 

                                                

7
 “Distance” can be measured in a variety of ways. Of greatest relevance to users is the crow-flies distance from origin to 

destination, which may be a more logical basis for fare-setting than the route-tracing distance that public transport 
vehicles take, or the shortest-path walking distance.  
8
 http://en.gvb.nl/reisinformatie/welke-kaart/Pages/default.aspx 
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Figure 4: Distance-based fares in Amsterdam 

 

Finally, zonal fare structure strike a balance between flat and distance-based fares by 

imposing a flat fare within a zone, beyond which increasingly higher fares apply based 

on the number of zones entered. There are many types of zonal systems, including 

concentric rings (e.g. South-east Queensland), concentric rings divided into segments 

(e.g. Karlsruhe), and honeycombs (e.g. Zurich).  

Zonal systems are effectively a “lumpy” distance-based fare. Zonal systems are useful in 

medium to large systems and/or cities with highly centralised demands, in which the 

zone structure can be designed to increase the cost of radial journeys bound for the city 

centre, while discounting peripheral and/or local journeys.  

While smaller zones are more cost-reflexive, the resulting structure is more complex – 

and vice versa for coarser zones. Moreover, irrespective of what zonal structure is 

chosen it is inevitable that boundary issues will arise, whereby short journeys that 

originate close to boundaries are charged for two zones of travel. Strategies exist to 

mitigate the effect of zone boundaries, such as short-trip fares and/or developing 

“precincts” that exist in more than one zone, but these strategies will typically resolve 

the issue by forgoing revenue. 

5.3 Option Development 

In the following sub-sections we develop and test options for ACTION’s fare system. 

First, we introduce the modelling framework. Second, we specify and test a distance-

based fare structure versus the current fare structure. Third, we consider how each fare 

structure performs when fare levels are increased to deliver a 20% increase in fare 

revenue. To finish, we consider options for ticketing and products. 

5.3.1 Modelling Framework 

Our modelling framework involves a three-step process: 

 Step 1 – determine the change in fares associated with a particular fare structure 

 Step 2 – calculate the change in demand 

 Step 3 – summarise patronage and revenue impacts and annualise results 

At an aggregate level, the change in the number of journeys (demand) resulting from a 

change in the price of a journey can be estimated using the average demand price 

elasticity9 for public transport travel, which is approximately -0.35. However, this is 

                                                

9
 The “elasticity” defines the percentage change in demand resulting from a given percentage change in fare. People 

with more travel choice generally have higher price-elasticity, and vice versa. Peak-time and/or longer journeys tend to 
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insufficient to describe the effects of changing from a flat fare to a distance-based fare 

system because: 

 The change in fare is dramatically different for different trip lengths, with a revenue-

neutral structure reducing short trip fares (0-1km) by over 60%, and increasing long 

trip fares (>15km) by over 60%. 

 Demand price elasticity is dramatically different for different trip lengths, peak vs off-

peak travel, and different types of passenger. 

 Different types of passenger tend to travel different lengths at different times of day. 

More detailed modelling of fare changes, elasticities and change in numbers of journeys 

was undertaken based on these passenger subsets to address these issues. This 

modelling process and the data used are described in more detail below. 

The revenue and patronage predictions are sensitive to the assumed elasticity values 

for different passenger and journey types, which may result in outcomes that are 

different from those predicted by this modelling. Figure 5 illustrates this sensitivity, 

showing that an elasticity of -0.4 compared to -0.2 results in double the response to a 

fare increase or decrease. 

Figure 5: Demand Response Sensitivity to Price Elasticity 

 

The elasticity framework which under-pins our analysis is summarised in Appendix C, 

which is based on our general review of the literature on urban public transport 

elasticities. A further, more detailed fare study would be required to confirm the 

elasticities applied in this study are indeed applicable to the ACTION market, given the 

costs and availability of competing travel modes.  

The elasticities used are arc elasticities, rather than linear elasticities, meaning that the 

response to a 10% change in price is calculated as a series of smaller increments of 

price, with the elasticity factor applying to each increment. For a given starting price P1, 

                                                                                                                                              

be less elastic, for example, such that increasing the fares for these journeys wil l result in a smaller patronage reduction 
than comparable fare increases for more elastic journey types. 
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and a new price P2, the original demand Q1 can be expected to change to the new 

demand Q2 based on the following formula: 

      
  
  
 
 

 

where η is the demand price elasticity. 

Finally, our modelling framework was based on passenger journey data from three 

weeks in October 2014, which analysis and experience suggests is a relatively “typical” 

month. For this reason in step 3 we annualise our results by scaling them up using 

annualisation factors. This enables us to adjust for seasonal variations in passenger 

type and ticket type, which might otherwise bias our results. 

5.3.2 Fare Structure 

We first specified a simple distance-based fare structure that might apply to the ACTION 

market. We found a distance-based fare structure with the following fare levels for adult 

journeys achieved revenue neutrality: 

 A fixed flag-fall charge of $1.00; 

 A maximum journey fare of $5.00; and 

 A per kilometre rate of $0.230 per kilometre.  

Capping the fare at $5.00 represents a very small amount of foregone revenue (0.5% of 

total) compared to continuing to increase with distance, as only 1.5% of trips are longer 

than 20km (at which point the fare would pass $5.00 with a fare of $1.00 + $0.23/km). It 

may be desirable to set the cap lower (e.g. at $3.95) to reduce the perceived magnitude 

of price rises and to limit mode shift for people taking long trips, though a corresponding 

increase in flagfall or per-kilometre rate will be needed to maintain overall revenue 

neutrality. 

In order to clearly show the effect of the distance-based fare structure independent from 

any other changes, all passenger type and time of day discounts were assumed to 

remain proportionally the same as under the current system, while daily and monthly 

fare caps were assumed to remain the same. The cost of alternative transport modes is 

also assumed to remain constant. Ultimately, this is a static, short-run assessment. 

Results for this fare structure are shown in Table 33, where we have compared results to 

the existing system. 
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Table 33: Performance Effects of Changing to Revenue-neutral Distance-based Fares 

Performance indicators Fare structure Change (%) 

 
Current  

Distance-

based 
 

Journeys  10,562,000  11,576,000 +9.6 

Passenger-kilometres 76,568,000 77,316,000 +1.0% 

Total revenue $19,686,000 $19,689,000 0.0% 

Mean straight-line origin-

destination journey length 

(kilometres per journey) 

7.25 6.68 

-7.9% 

Average fare ($ per journey) $1.86  $1.70  -8.7% 

Average fare ($ per kilometre) $0.257 $0.252 -1.9% 

 

Under these assumptions, a revenue-neutral distance-based fare structure is found to 

increase the number of journeys (+9.6%), while reducing the average fare (-9.7%). 

Passenger kilometres increase only marginally (+1.0%), which is likely to mean that 

operating costs will also remain relatively constant by reallocating capacity to serve 

short journeys, through reductions in service for long journeys.  

This analysis is theoretical, based on demand response to price changes in other 

jurisdictions, and is particularly uncertain for the largest fare decreases (short trips) and 

increases (long trips). The way the change is presented to the public, the extent to which 

passengers perceive that they are receiving a price increase or decrease, and how 

accurately the public perceive the cost of car travel, will affect the actual changes in 

journeys. 

The relative increase or decrease in number of journeys, average fare paid, and total 

revenue, from journeys of different lengths is shown in Figure 6.  

This shows that, although revenue neutral overall, the sources of revenue change under 

a distance-based fare structure: fares reduce for journey distances from zero to 7.5 km 

beyond which they increase. The demand elasticity for long journeys is lower than for 

short journeys, so the reduction in revenue from short journeys is balanced by an 

increase in revenue from long journeys. 

The percentage changes in patronage are also acting on a different starting number of 

journeys, which means that the bulk of the absolute (rather than relative) change in 

number of journeys occurs for short distances, as shown in Figure 7. This highlights the 

distributional impacts of a distance-based (or zonal) fare structures: shorter distance 

journeys experience a reduction in fares, while longer distance journeys experience an 

increase. 
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Figure 6: Proportional Effects of Distance-based Fares by Journey Length (average 
weekday, all users) 

 

Figure 7: Patronage Effect of Distance-based Fares by Journey Length (average 
weekday, all users) 

 

 

Based on this analysis we conclude the primary advantages and disadvantages of a 

distance-based fare structure are as follows: 

 Advantages: 1) Patronage can be expected to increase by up to 10% while 

maintaining revenue constant and 2) it is more cost-reflexive because longer 

journeys attract a higher fare. 

 Disadvantages: 1) A distance-based fare is slightly more complex and 2) long 

distance journeys could see relatively large fare rises. 

Despite the disadvantages noted above, we suggest that a distance-based fare 

structure is worthy of further investigation in the ACTION context. In the following sub-

section we consider, for example, how each of these two fare structures responds to 

increases in fare levels. 
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5.3.2.1 Patronage-Neutral Distance-Based Fares 

A patronage-neutral configuration of a distance-based fare system is also possible, 

delivering the same estimated patronage as the current system. This is shown in Table 

34 and shows that a flag-fall of $1.50 and per-kilometre rate of $0.268, with again a 

maximum fare of $5.00, achieves the same number of journeys and increases revenue 

by 17.4%. However, this represents a substantial increase of 17.3% in the average fare 

paid so should be approached cautiously. 

Table 34: Performance Effects of Changing to Patronage-neutral Distance-based Fares 

Performance indicators Fare structure Change (%) 

 
Current  

Distance-

based 
 

Journeys  10,562,000  10,566,000 0 

Passenger-kilometres 76,568,000 72,706,000 -5.0% 

Total revenue $19,686,000 $23,109,000 +17.5% 

Mean straight-line origin-

destination journey length 

(kilometres per journey) 

7.25 6.88 

-5.1% 

Average fare ($ per journey) $1.86  $2.19  +17.3% 

Average fare ($ per kilometre) $0.257 $0.318 +23.7% 

5.3.2.2 Implementation of Distance-Based Fares 

The existing MyWay system was developed using a reasonably basic hardware 

framework, which was already technologically superseded at the time it was 

implemented in 2010. As a result, it has limited capacity to handle additional or 

alternative ticketing applications. 

The implementation of a distance-based fare system has recently been completed in 

Sydney using newer technology that measures the straight-line distance between two 

points based on GPS coordinates. 

We have been unable to confirm whether the MyWay system could be reconfigured to 

handle this type of operation, and it would require investigation by the system supplier. 

At worst, a zonal based system, potentially based on concentric rings, can be 

implemented on the current technology. 

The estimated cost of reconfiguring the existing MyWay system is in the range of 

$100,000 to $500,000, though this needs to be confirmed with the system supplier 

following the development of a specification and business rules for an alternate fare 

structure. There will also be a cost involved with public communication and driver 

training related to the new system, which may be substantial. 

It is noted that the MyWay system will reach its natural end-of-life as an asset within the 

coming years. It may be appropriate to delay implementation of a new fare system until 

a new hardware system is implemented. The potential benefits to be gained by a 

distance based system could justify the bringing forward of the system’s replacement. 

Given the expected launch of the Capital Metro Light Rail in 2019, it would be 

worthwhile having a new ticketing system operational at that time to avoid a two-stage 
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approach where the current MyWay system is adapted for LRT, only to be replaced 1-2 

years later. 

5.3.3 Fare Levels 

In this section, we examine how increases in fare levels can be expected to impact on 

patronage and revenue. We draw on the results of the previous sub-section and 

consider increases in fare levels for both a flat fare structure and a distance-based 

structure. Flat fare structure increases to fares are shown in Figure 8 for the subset of 

adult weekday journeys. This shows the non-linear relationship between revenue and 

patronage. 

Figure 8: Revenue & Patronage Effects of Fare Levels under a Flat Fare Structure 
(adults, annualised) 

 

 

Different per-kilometre distance fare options are shown in Figure 9, also for the subset of 

adult weekday journeys. The flag-fall varies from $0.50, $1.00, and $1.50. Higher flag-

falls reduce patronage and increase revenue across the whole range of per-kilometre 

fare levels, but the relative differences are more pronounced at lower per-kilometre fare 

levels where flag-fall makes up a greater proportion of the overall fare. 
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Figure 9: Revenue & Patronage Effects of Fare Levels under Distance-based Structure 
(adults, annualised) 

 

Figure 9 shows that there are various ways of achieving the same revenue or patronage 

level; under different flag-fall and per-kilometre rates the costs are borne in different 

proportions by people making different lengths of journey. A low flag-fall and high per-

kilometre rate results in people making a greater number of shorter journeys, and fewer 

longer journeys. 

We assessed the increase in fare levels that would be required to increase revenue by 

10%, 20% or 30% on current levels for a flat fare structure and for the distance-based 

fare structure. The impacts of these are shown in Table 35, Table 36 and Table 37 

respectively. 

In order to achieve a 20% revenue increase with a flat fare structure, fares would have 

to increase from $2.84 to $3.70 for an adult MyWay journey, which causes average fares 

to increase by 30.1%. In contrast, for the distance-based fare structure ($1.00 flagfall; 

maximum fare = $5) a distance charge of $0.366 per kilometre is required, which results 

in an 18.1% increase in average fare paid. 

Table 35: 10% Revenue Increase – Fare Structure Performance Comparison 
(annualised, all users) 

Performance  Tested fare scenarios 

indicators Current flat 

fare 
Flat fare  % 

Distance-based 

fare 
% 

Adult peak fare $2.84 $3.263 +14.9% $1.00 + 

$0.290/km 

- 

Average fare paid  $1.86  $2.14 +14.8% $1.94 +4.2% 

Total revenue $19,686,000 $21,654,000 +10.0% $21,650,000 +10.0% 

Journeys 10,562,000   10,123,000 -4.2% 11,153,000 +5.6% 

Passenger-kilometres 76,568,000   73,957,000 -3.4% 74,810,000 -2.3% 

Mean straight-line origin-

destination journey 

length (kilometres) 

7.25 7.31 +0.8% 6.71 -7.5% 
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Table 36: 20% Revenue Increase – Fare Structure Performance Comparison 
(annualised, all users) 

Performance  Tested fare scenarios 

indicators 
Current flat fare Flat fare  % 

Distance-

based fare 
% 

Adult peak fare $2.84 $3.702 +30.3

% 

$1.00 + 

$0.366/km 

- 

Average fare paid  $1.86  $2.42 +30.1

% 

$2.20 +18.1

% 

Total revenue $19,686,000 $23,623,0

00 

+20.0

% 

$23,617,000 +20.0

% 

Journeys 10,562,000   9,744,000 -7.7% 10,730,000 +1.6% 

Passenger-kilometres 76,568,000   71,676,00

0 

-6.4% 72,548,000 -5.3% 

Mean straight-line origin-

destination journey 

length (kilometres) 

7.25 7.36 +1.5% 6.76 -6.7% 

Table 37. 30% Revenue Increase – Fare Structure Performance Comparison 
(annualised, all users) 

Performance  Tested fare scenarios 

indicators 
Current flat fare Flat fare  % 

Distance-

based fare 
% 

Adult peak fare $2.84 $4.155 +46.3

% 

$1.50 + 

$0.386/km 

- 

Average fare paid  $1.86  $2.72 +45.9

% 

$2.54 +36.1

% 

Total revenue $19,686,000 $25,589,0

00 

+30.0

% 

$25,584,000 +30.0

% 

Journeys 10,562,000   9,412,000 -

10.9% 

10,086,000 -4.5% 

Passenger-kilometres 76,568,000   69,664,00

0 

-9.0% 70,171,000 -8.4% 

Mean straight-line origin-

destination journey 

length (kilometres) 

7.25 7.40 +2.1% 6.96 -4.0% 

Finally, under a distance-based fare system it is reasonable to set the price of a paper 

all-day ticket, as well as the daily MyWay cap, at twice the maximum single journey fare, 

i.e. $10 and $5 for adults and concessions respectively. These were not modelled within 

this project. In the following section we consider changes to fare products and ticketing 

in more detail. 

5.3.4 Fare Products and Ticketing 

In this section we identify and discuss potential ancillary changes to ACTION’s fare 

products and ticketing. This would typically seek to reduce the cost and/or improve the 

efficiency of the fare system. In Table 38 we have summarised a number of potential 

changes to paper tickets, fare caps, and concessions discounts. 
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Table 38: Opportunities for Improving ACTION Fare Products and Ticketing 

Category Opportunity Potential changes Pros of changes 
Cons of 

changes 

Paper 

tickets 

Issuance – 

ACTION’s policies 

on issuing paper 

tickets are relatively 

generous, 

considering the 

relatively small 

number sold and the 

degree to which they 

slow down services. 

Considerable delays 

and overheads are 

being incurred on 

behalf of a small 

proportion of 

passengers.  

ACTION could 

implement 

systems/processes to 

improve the efficiency of 

issuing paper tickets. 

Many systems have or 

are moving to paperless 

systems. Alternatively 

ACTION could remove 

paper tickets and move 

to a paperless/cashless 

system on board, e.g. 

Melbourne. ($20 pre-

loaded MyWay cards 

could be sold on-board). 

Reduced bus dwell 

time due to faster 

per-passenger 

boarding time 

reducing operating 

costs and 

increasing journey 

speed; reduced 

cash-handling 

costs 

Inconvenience 

for the 15% of 

passengers 

currently paying 

cash 

Fare rounding –

ACTION’s paper 

ticket fares are 

rounded to the 

nearest 10 cents. 

This can require 

drivers to give small 

change for paper 

tickets.  

ACTION could round 

fares for paper tickets to 

the nearest dollar. This 

would improve the 

speed with which 

change could be given.  

Reduced bus dwell 

time due to faster 

per-passenger 

boarding time 

reducing operating 

costs and 

increasing journey 

speed; reduced 

range of coins 

needed 

Slight increase 

or reduction in 

revenue from 

some ticket 

types 

Giving change – 

ACTION’s drivers 

are required to give 

change to 

passengers who 

purchase a paper 

ticket. This slows 

down ticket 

issuance. 

ACTION could follow the 

lead of many Northern 

American and European 

systems, such as 

Edinburgh and London, 

and move to “no change 

given on-board”. 

Reduced bus dwell 

time due to faster 

per-passenger 

boarding time; 

reduced cash-

handling costs 

Increased 

expense for any 

of the 15% of 

passengers 

currently paying 

cash who 

receive change 

Cash-handling – 

ACTION’s drivers 

are required to 

handle cash from 

passengers. This 

increases dwell time 

and fare evasion, 

and reduces driver 

security. 

ACTION could install 

automated cash-

handling (counting) 

systems on-board, such 

as those used in 

Edinburgh by Lothian 

buses (NB: such 

systems do not tend to 

give change). 

Reduced bus dwell 

time due to faster 

per-passenger 

boarding time, 

reducing operating 

costs and 

increasing journey 

speed 

Cost of cash-

handling 

machines 

Concessions – It is 

relatively inefficient 

and onerous to 

expect drivers to 

check that 

passengers are 

entitled to travel on a 

concession paper 

ACTION could remove 

the concession paper 

ticket. Instead, people 

who qualify for 

concession travel should 

be required to use a 

MyWay card. Some 

jurisdictions (such as 

Reduced 

concession fare 

abuse and hence 

increased fare 

revenue, reduced 

range of tasks for 

drivers to focus on 

Increased fare 

for people not 

registered with 

concession 

scheme (e.g. 

out-of-state 

visitors) 
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Category Opportunity Potential changes Pros of changes 
Cons of 

changes 

ticket. This is 

especially true given 

the wide variety of 

concession cards 

accepted on 

ACTION services, 

and the fact that 

many have poor 

quality photo ID’s. 

 

Auckland Transport) 

require that concession 

smart-cards are 

registered to further 

reduce opportunities for 

fare evasion (this is 

discussed in more detail 

below). 

MyWay 

Concession fare 

evasion – 

concession MyWay 

cards can be used 

by ineligible 

passengers. It is 

often difficult for a 

driver to check 

whether a passenger 

who is boarding is 

using a concession 

MyWay and in turn 

assess whether to 

ask for identification. 

ACTION could follow the 

lead of jurisdictions 

(such as Auckland 

Transport) and require 

concessions smart cards 

to be registered. Data-

sharing arrangements 

with other organisations, 

e.g. tertiary institutions, 

can then be negotiated 

and used to check 

eligibility. 

Reduced 

concession fare 

abuse and hence 

increased fare 

revenue, reduced 

range of tasks for 

drivers to focus on 

Increased fare 

for people not 

registered with 

concession 

scheme (e.g. 

out-of-state 

visitors) 

Complexity – 

ACTION currently 

offers value-based 

daily caps and 

journey-based 

monthly caps. Daily 

caps vary by 

weekday/weekends, 

while monthly caps 

vary by passenger 

type. This relatively 

complex mix of caps 

that is unlikely to be 

well-understood. 

ACTION could consider 

simplify the fare caps 

offered on MyWay 

cards. This might involve 

1) combining the 

weekday/weekend daily 

caps into one; 2) setting 

daily caps using a 

constant multiple of 

single-trip fare; and/or 3) 

applying one journey-

based cap to all 

passenger types. 

Easier for 

passengers to 

understand fares 

Easier for 

passengers to 

perceive discounts, 

possibly increasing 

responsiveness to 

price signals 

 

Targeting – 

ACTION’s 

implementation of 

fare caps may be 

discounting journeys 

that are relatively 

expensive to serve, 

e.g. the monthly cap 

provides free peak 

trips at the end of the 

month. 

ACTION could replace 

the journey-based 

monthly cap with a 

journey-based weekly 

cap, e.g. 9 journey cap 

after which journeys 

received an additional 

50% discount, or 

alternatively a 10 

journey cap after which 

travel was free. 

Probable increase 

in revenue without 

reduction in 

journeys 

Possible increase 

in number of 

journeys taken 

Communication 

of change to 

public would 

require 

consideration 

Boarding 

/ alighting 

process 

Rear-door boarding 

– ACTION currently 

does not allow rear-

door boarding for 

ACTION could allow 

rear-door boarding, e.g. 

San Francisco found 

that rear-door boarding 

Rear-door alighting 

would substantially 

reduce dwell time, 

reducing operating 

Rear-door 

boarding may 

enable increase 

in fare evasion, 
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Category Opportunity Potential changes Pros of changes 
Cons of 

changes 

passengers travelling 

on MyWay. This 

increases dwell-

times, run-times, and 

is inconsistent with 

Capital Metro.  

reduced average dwell-

time per passenger by 

approximately 25% 

without adversely impact 

on levels of fare evasion. 

costs, and improve 

the customer 

experience, 

avoiding need to 

squeeze to the 

front of a crowded 

bus 

but San 

Francisco 

experience 

suggested this 

was negligible, 

and current 

supervision of 

smartcard use 

by driver is 

limited 

Fleet configuration – 

ACTION’s vehicle 

fleet is not 

configured to 

optimise 

boarding/alighting 

process. Longer 

dwell times are likely 

to contribute to 

higher costs and 

ultimately lower 

patronage/revenue. 

We recommend an audit 

of ACTION’s fleet is 

undertaken to assess 

the efficiency of the 

overall ticketing process. 

Double-door entry and 

wider aisles at the front 

of the bus, for example, 

can support more rapid 

boarding/alighting. 

Reduced dwell 

time, reducing 

operating costs and 

increasing journey 

speed; improved 

customer 

experience with 

reduced need to 

squeeze past other 

people 

 

The aforementioned opportunities with fare products and ticketing led us to develop the 

following three options. We note that changes to fare products/ticketing are somewhat 

considered separately from fare structure and levels, even though there are obvious 

inter-dependencies, e.g. changes which make paper tickets less attractive are likely to 

increase the benefits associated with a paperless system. 
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Table 39: Options for Fare Products and Ticketing  

Aspect Option C0 Option C1 Option C2 

Paper 

tickets 

As current Retain single paper 

tickets, but remove daily 

paper tickets 

Round single paper ticket 

prices to the nearest 

whole dollar 

No change given on-

board; consider 

automated cash-handling 

system 

No paper tickets sold 

Concession 

policy 

As current Remove concession 

paper tickets 

Remove concession 

paper tickets 

Require concession 

MyWay cards to be 

registered 

Secure data-sharing 

arrangements with 

relevant organisations, 

e.g. universities 

MyWay 

discount 

policy 

Concession and off-

peak discount set as 

fixed % of adult fare for 

same journey 

Concession and off-peak 

discount set as fixed % of 

adult fare for same 

journey 

Concession and off-peak 

discount set as fixed % of 

adult fare for same 

journey 

Fare caps Daily cap set as 

constant multiple of 

single fare 

Monthly cap set as 

constant number (say 

36) for all passenger 

types 

Daily cap set as constant 

multiple of single fare 

Monthly cap set as 

constant number (say 36) 

for all passenger types 

Remove current daily and 

monthly caps  

Replace with a new 

journey-based weekly 

cap, e.g. free after 10 

paid journeys or 50% 

discount after 9 paid 

journeys) 

Boarding / 

alighting 

process 

Configure existing 

vehicle fleet to deliver 

faster 

boarding/alighting, 

especially on busy, 

high-demand corridors. 

Ensure efficiency of 

boarding/alighting 

process informs fleet 

procurement 

Implement all-door 

boarding/alighting 

Configure existing vehicle 

fleet to deliver faster 

boarding/alighting, 

especially on busy, high-

demand corridors. 

Ensure efficiency of 

boarding/alighting 

process informs fleet 

procurement 

Implement all-door 

boarding/alighting 

Configure existing vehicle 

fleet to deliver faster 

boarding/alighting, 

especially on busy, high-

demand corridors. 

Ensure efficiency of 

boarding/alighting 

process informs fleet 

procurement  

Implement all-door 

boarding/alighting 

 

Note that not all aspects of these options are necessarily exclusive to that option. In 

general, Option C0 represents more moderate changes than Options C1 or C2. We 

suggest these options are indicative of the general directions in which ACTION’s fare 

products and ticketing could develop and the associated impacts of such changes. 

Individual elements of these options, and details of fare structure and levels, should be 

considered in more detail in a separate fares and ticketing study. 
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5.4 Option Assessment  

In this section we develop and assess the following options/sub-options for ACTION’s 

fares structure, fare levels, and fare products: 

 Option A – flat fare structure 

 A0 – “business as usual”. 

 A1 – option A0 with fare levels increased to deliver 20% more revenue. 

 Option B – distance-based fare structure with existing fare products 

 B0 – distance-based fare structure ($1 flag-fall; $0.23 per kilometre; $5 

maximum) which delivers same revenue as option A0. 

 B1 – option B0 with per kilometre charge increased to deliver 20% more 

revenue. 

 Option C – either flat or distance based fare structure: 

 Option C0 – existing policies on paper tickets and concessions, but MyWay 

discount set to fixed % of paper ticket prices, daily cap set as constant multiple 

of single fare, monthly cap set as constant number for all passenger types, and 

optimised boarding alighting/processes. 

 Option C1 – Option C plus no daily paper ticket, single paper ticket prices 

rounded to nearest dollar, and no-change given on board. 

 Option C2 – Option C plus no paper tickets (i.e. paperless/cashless system) 

and concession MyWay cards are required to be registered. 

Naturally Option C can be paired with either Option A or B. The results of these options 

are summarised in the following assessment table (NB: positive scores indicate an 

improvement and vice versa). 
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Table 40: Evaluating Options for Changes to Fare Structure, Levels, and Products 

Category Criteria
10

 

Options
11

 

Structure / 

levels 

Products 

A1 B0 B1 C0 C1 C2 

1. User 

perspectives 

1.1 Patronage -2 +2 -1 0 +1 +2 

1.2 Affordability -2 +2 -1 0 0 0 

1.4 Simplicity / 

legibility 
0 -1 -1 

+1 +2 +3 

2. Fiscal 

perspectives 

2.1 Gross costs 0 0 +1 +1 +1 +2 

2.2 Fare revenue +2 0 +2 0 +1 +2 

2.3 Cost recovery +1 0 +2 0 +2 +2 

3. Economic 

impacts 

3.1 Demand 

productivity 
0 0 0 

0 +1 +1 

3.2 Supply 

productivity 
+1 0 +1 

+1 +1 +2 

3.3 System 

productivity 
+1 0 +1 

+1 +1 +3 

3.4 Economic 

efficiency 
0 +1 0 

+1 +1 +2 

4. Strategic 

alignment 

4.1 Transport 

policies. 
-1 +1 -1 

0 +1 +1 

4.2 Land use policies 0 +1 +1 0 0 0 

Considering first the options relating to fare structures and levels (i.e. A0, B0, B1) we 

find: 

 Options A1 (flat fare plus 20% revenue) and B1 (distance-fare plus 20% revenue) 

perform poorly from a user perspective, because they require a significant increase 

in increase average fares. The corollary of this is that these options perform better 

from a fiscal perspective, because they are expected to generate additional fare 

revenue of approximately $4 million p.a. 

 Option B0 (revenue neutral flat-fare) tends to perform best from the users’ 

perspective but has little to no impact on fiscal outcomes. By enabling more travel 

and reducing the subsidies for long trips, option B0 also tends to lend the most 

support to transport and land use policies and therefore score positively in terms of 

its strategic alignment.  

In terms of the fare product options (C0, C1, C2), we find that in general C2 outperforms 

C1 and the latter in turn out-performs C0. Unlike the fare structure options, Options C0, 

C1, and C2 are not mutually exclusive and could be implemented as a staged package 

of changes designed to improve the efficiency of the ticketing system and in turn 

improve the boarding/alighting process. Ultimately, while there are some benefits to 

passengers in that the affected services will travel faster, the Government will be the 

                                                

10
 We do not show criteria which are considered to be unaffected by all options 

11
 We do not evaluate option A0 as it represents the business-as-usual option 
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primary beneficiary of a more efficient boarding/alighting process insofar as it results in 

faster run-times across the network.  

Finally, in terms of complementarities, it is worth noting that combining Options B0 

(revenue neutral distance-based fare) with either Options C1 or C2 has the potential to 

deliver benefits from both a user and fiscal perspective. This highlights the potential 

opportunities to develop an integrated package of changes to fare structures, products, 

and ticketing seeks to benefit from the user and the ACT Government. We suggest that 

opportunities for complementarities and co-benefits are explored in more detail in a 

separate study that is focused on fares and ticketing.  

5.5 Summary of Findings 

The results of the previous sections can be summarised as follows: 

 Section 5.1 considered the current fare system. 

 Section 5.2 defined some general objectives of fare system design, namely 

revenue, cost-reflexivity, and simplicity, before then considering alternative fare 

structure typologies. 

 Section 5.3 drew on the results of the previous two sections to develop a series of 

options for further investigation. This included consideration of a distance-based 

fare structure and changes to fare products and ticketing that would improve the 

efficiency of the boarding/alighting process. 

 Section 5.4 assessed the options developed in the previous section using a multi-

criteria analysis. 
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In general, we find the current fare system is sub-optimal for both users and the ACT 

Government. In terms of users, a myriad of fare levels and products result in a 

complex system that is likely to be poorly understood. In terms of the ACT 

Government, the system is not designed to minimise revenue leakage, primarily 

because of the way concession fares are managed and fare discounts are delivered. 

Nor is the current fare system likely to lead to efficient operating outcomes due its poor 

cost-reflexivity, e.g. applying a flat fare does not reflect the costs passengers impose 

on the system, while monthly journey tend to result in peak trips being undertaken for 

free. 

In terms of opportunities for improvement, initial modelling suggests adopting a 

distance-based fare structure, e.g. $1 flag-fall, $5 maximum fare, and $0.23 per 

kilometre charge, performed relatively well from a patronage perspective. We also 

identified a suite of possible changes to fare products and/or ticketing that would be 

likely to support increased patronage and/or higher revenue and/or reduced operating 

costs. Indeed the results of our preliminary option assessment suggest a combined 

package of a (revenue-neutral) distance-based fare structure and efficiency enhancing 

changes to fare products and ticketing processes could deliver widespread benefits. 

Further analysis of an integrated package of changes is therefore warranted. 

We note, however, that while changes to fares and ticketing are likely to lead to higher 

patronage and improve operational efficiency over time, these changes will have 

marginal impacts on ACTION’s overall financial sustainability because costs exceed 

revenue by a factor of more than five to one. Hence, even a substantial increase in 

fare revenue (in the order of 50%) will only contribute a few percentage points to cost 

recovery. 
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6 Network and Services 

This section investigates the extent to which the fiscal effectiveness of ACTION might be 

improved by making changes to the public transport services that it delivers. The key 

questions this section attempts to answer are: 

 To what degree can the fiscal effectiveness of ACTION’s public transport network be 

improved through changes to underlying services?  

 How might these changes affect other important public transport outcomes, such as 

patronage, fare revenue, and network coverage? 

The general purpose of this section is to provide decision-makers and the community 

with the information required to make informed decisions on the potential savings and 

impacts that might arises from changes to the public transport network. 

6.1 Objectives and Indicators 

6.1.1 Patronage and Coverage 

Public transport service delivery generally has two high-level objectives: 

 Patronage – form an efficient transport system moving large numbers of people, 

predominantly to serve commuter peak travel demand, reducing car dependency 

and in turn the need to build additional road capacity and parking space 

 Coverage – provide mobility and transport choice to as much of the population as 

possible Coverage services are typically low-frequency and less convenient to use, 

but form an essential service to people who are otherwise unable to travel by 

private vehicle 

The performance of a particular bus route, and particular bus services on that route at 

different times of day, can be assessed against these patronage and coverage 

objectives separately. 

Patronage can be measured using metrics that provide insight into different facets of the 

performance of a bus route or service, such as: 

 Boardings 

 Passenger kilometres carried 

 Average or peak occupancy 

 Cost recovery  

Coverage can be considered in two different ways, both of which relate to the basic 

issue of whether service is available where/when people may want to travel: 

 Spatial – what population has access to at least some level of public transport 

 Temporal – what time span for which service is available, such as evenings and 

weekends. 

Additionally, threshold frequencies can be considered before a household ‘is covered’; 

for instance, Transport for Canberra specifies that ‘coverage’ bus services should 

operate at least every 60 minutes including in evenings and weekends. Coverage 

targets are discussed in more detail in Section 6.3.2.2. 
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Key performance indicators are discussed in more detail in Section 6.1.3. 

6.1.2 Tensions, Trade-offs, and Constraints 

Patronage and coverage outputs do not necessarily align and indeed can often be in 

conflict. A network designed to maximise patronage will tend to focus services on high-

density corridors connecting large town centres to the city centre, such as Northbourne 

Avenue. While such services will typically generate considerable patronage, they will not 

deliver much spatial coverage. Alternatively, a network that seeks to maximise coverage 

will tend to result in a fragmented network of complex, low-frequency services. 

For this reason, the aspiration for “better” public transport services must usually balance 

a tension between patronage and coverage objectives. In our experience, public 

transport networks that are developed in consideration of these two objectives will tend 

to receive more enduring community support. A few cities have even developed several 

network options, where each option presents a different allocation of the budget 

between patronage and coverage objectives and ask the public which option they would 

rather see implemented. 

Some cities resolve the tension between these two objectives by consciously deciding 

how much of the public transport operating budget should be assigned to patronage 

(typically 60-80%). These cities then develop a network of patronage-oriented services, 

after which the balance of the budget is spent delivering coverage-oriented services.  

Other cities, such as Canberra, have instead attempted to resolve the patronage versus 

coverage question by setting a “coverage target”, e.g. 90% of the population. This 

effectively treats coverage as a constraint on network design, rather than an objective in 

itself. This leads logically to networks being designed in a way that seeks to 1) maximise 

patronage while 2) ensuring network coverage meets the specified target. 

While the approach to resolving the patronage versus coverage question varies from 

place to place, the general objectives, tensions, and fiscal constraints are fairly 

consistent. In many cases, different people’s perspectives on what public transport 

should be reflect their own value judgments on the relative importance of patronage 

versus coverage.  

In the context of Canberra’s current network, attempts to reallocate budget from 

coverage services to patronage-oriented services may provide initial improvements in 

overall total patronage, but would start to limit the mobility of residents not located within 

walking distance of high-frequency corridors. There is also a practical limitation to how 

much service can be reallocated, as low patronage coverage services in the off-peak 

are significantly cheaper to provide than peak-hour services which would require 

additional fleet to be purchased and additional drivers to be hired. With less work to do 

in the off-peak, this additional fleet and labour becomes less efficient to use, because of 

the constraints of the current EBA in terms of creating split shifts and hiring part time 

and casual drivers. 

The following section introduces key performance indicators (KPIs) that can be used to 

measure progress towards patronage and coverage objectives. 
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6.1.3 Key Performance Indicators 

In this section we outline a suite of KPIs to measure the performance of public transport 

services. All of these KPIs seek to measure the productivity of a public transport service 

in varying dimensions. As Paul Krugman notes, “productivity isn’t everything, but in the 

long run it’s almost everything.” 

In the case of public transport, productivity relates to the degree with which “transport 

output” is generated from a certain “fiscal input”. Items such as depots and buses are, in 

this context, merely a means to an end; they are merely intermediate products that 

facilitate the production, or delivery, of public transport services. 

Most jurisdictions measure transport output using a patronage outcome, such as 

boardings, or coverage, such as households covered. Fiscal input is usually measured 

in terms of net cost to government. The productivity of a network is therefore the 

efficiency with which it generates transport output given the funds it receives. 

In the sections that follow, we consider the productivity of Canberra’s public transport 

services. In doing so we use a number of productivity key performance indicators (KPIs), 

such as those summarised in Table 41.  

Table 41: Key Performance Indicators used to Evaluate the Productivity of Public 
Transport Services 

Key performance 

indicators 
Functional form Comments 

Cost recovery 
            

           
 

Measures the productivity with which a 

particular public transport service 

generates revenue. 

Loadings 
                    

               
 

Measures the utilisation of services. 

Loadings can be analysed as an 

“average” or “peak” sense. 

Patronage productivity 
         

                        
 

Measures the productivity with which 

patronage is generated given a certain 

fiscal input 

Coverage productivity 
        

                        
 

Measures the productivity with which 

coverage is generated given a certain 

fiscal input 

Cost recovery is useful from a fiscal perspective; however, it measures very little of 

relevance from a transport perspective. Many services may have very low cost recovery 

but play important functions in a wider network. This might include, for example, school 

services and zero fare inner-city distributors. Cost recovery is also sensitive to fare 

structure design choices, especially with regard to concession discounts and fare levels. 

Public transport vehicle loadings are useful insofar as they measure service utilisation. 

Passenger kilometres are a useful measure of transport output, and usually strongly 

positively correlated with other measures of patronage, such as boardings and journeys. 

Seat-kilometres are also a useful measure of input, as they are strongly correlated with 

gross costs. When analysed across a network, loadings can help identify areas of spare 

capacity. 
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The patronage and coverage productivity KPIs listed in Table 41 are more sophisticated 

indicators than both cost recovery and loadings. They measures the 

patronage/coverage generated from a certain fiscal input, where the latter is calculated 

as gross costs minus the fare revenue that is generated. Patronage can be defined in 

either boardings, journeys, or passenger kilometres, while coverage is normally defined 

as the number of either residents, jobs, or households served by public transport. 

Finally, we note that no KPI is “complete”; they all have different strengths and 

weaknesses. Nonetheless, when considered together they can provide useful insight 

into the relative performance of public transport services across time and space, and in 

turn where potential efficiencies might exist. This is especially true when patronage and 

coverage indicators are considered simultaneously, as we will do in the sections that 

follow. 

In the following sections we apply these KPIs to public transport services in Canberra in 

order to identify where potential costs savings could be made. Patronage, revenue, and 

coverage impacts are also considered. 

6.2 Service per capita comparison of Australasian cities 

To provide a point of reference, Table 42 shows the number of services per hour 

operated per 1000 people in the ACT and each of six other Australasian cities. This 

shows that ACT provides relatively good peak and evening service numbers, but trails in 

providing services during the middle of the day (interpeak). It should be noted that this 

analysis does not include an adjustment for the different speeds or lengths of each 

service, meaning that while it provides some indication of service frequency it does not 

reflect the quality or amount of service. Additionally, the spatial distribution of these 

service levels across each city is hidden by the averaging process; service levels in the 

ACT are concentrated on key corridors, as shown in Figure 15, and this effect is present 

to an even greater extent in larger cities like Perth and Auckland (and in cities not 

included in this analysis like Sydney and Brisbane) where large numbers of people in 

inner areas experience much higher levels of public transport service than the averages 

in this table. 

 

Table 42. Services per capita comparison among Australasian cities 

 

City Modes

Total 

population

Daily services 

per 1000 people

AM peak 

services (0600-

0900) per 1000 

people per hour

Interpeak 

services (1000-

1400) per 1000 

people per hour

Evening services 

(2000-2400) 

per 1000 people 

per hour

Perth Bus, Train 1,696,000 10.5 0.6 0.5 0.1

Wellington Bus, Train 397,700 9.7 0.6 0.4 0.1

ACT Bus 358,222 8.8 0.5 0.3 0.2

Adelaide Bus, Train, Tram 1,203,000 8.2 0.5 0.4 0.1

Hobart Bus, Ferry 214,705 7.0 0.3 0.4 0.1

Auckland Bus, Train 1,413,700 6.8 0.4 0.3 0.1

Christchurch Bus 375,200 5.1 0.2 0.2 0.1
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6.3 Network Performance – General Principles and Trends 

In the following sections we present analyses of operating costs. We consider two areas 

for cost savings in ACTION’s current network, namely optimisation of existing run-times 

and consolidation of under-utilised and/or redundant services. To finish we estimate cost 

savings from targeted service reductions. 

6.3.1 Optimisation of Existing Run-times 

In this sub-section we consider how ACTION might optimise the amount of time 

allocated to complete each bus service to achieve cost savings. The results given in this 

section are a best estimate given the data available. 

The data analysed suggests that there may be some savings to be gained through 

refining scheduled times, but this should be investigated in more detail by ACTION. We 

have some concerns about the reliability of the data sourced from the MyWay ticketing 

system; 38% of services analysed had a significant proportion of recorded run-times 

much higher or lower than the average (a standard deviation in run times of 10% to 60% 

of the mean, even after removing zero-values and values over 2.5 times the mean).  

More-accurate timing data could be obtained by ACTION from the recently introduced 

real-time passenger information system (RTPIS). Most modern scheduling systems, 

including HASTUS, have a module that can be used to import RTPIS data to allow 

comparison of scheduled and actual run-times. 

In general, timetables are designed to allow some spare time to absorb variations 

arising due to traffic congestion, boarding delay, and other factors that impact on bus 

travel-times. As spare time increases, there is a lower probability of a bus falling behind 

schedule and hence network reliability will tend to be higher. The trade-off is that buses 

will complete the route slower than necessary much of the time, and the costs of 

operating that particular run will be higher than it needs to be.  

For this reason, most networks seek to strike a balance. Passengers value increased 

reliability up a certain point, beyond which the costs of increased reliability will tend to 

exceed their willingness-to-pay for it. For most passengers, that crossover point is 

typically found between 60-90% run-time reliability, i.e. that buses arrive at each stop 

on-schedule 60-90% of the time. We suggest that a good target would be for 90% of 

services to reach the end of their run within 5 minutes of their scheduled time, assuming 

on-time commencement of the run. 

Based on the data, in an average week the total scheduled hours exceeds the total 

actual recorded hours by 1116, or 8.8%. This is shown in Figure 10, showing that a small 

number of routes have, on average, insufficient time, while the majority of routes have, 

on average, varying amounts of surplus time. This includes public non-school services 

on weekdays and weekends, and is based on three months of running in September, 

October and November 2014. This considered 4,379 services across 149 routes (an 

average of 29 services per route per day).  
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Figure 10: Average difference between scheduled and actual run time per service (Sep-
Nov 2014, weekday and weekend services). 

 

However, these are only averages – for any particular service there is random variability 

in run times, and this variability will be greater for some routes than others. If the 

average spare time in all services was reduced to zero, then it could be expected that 

on average each service will be early by as many minutes as it is late.  

For every bus to have enough time to meet their schedule 90% of the time, there would 

need to be 259 extra hours added to the schedule, or 2.0%. This is shown in Figure 11. 

This analysis is based on fitting an assumed normal distribution to the three months of 

run times for each service. This figure shows that as time is removed from the schedule, 

the proportion of bus runs that are expected to be completed within the scheduled time 

reduces. This highlights the cost to the public transport system of bus journey time 

variability, and the potential benefits of measures like bus lanes and signal priority that 

reduce variability at peak times. 

Figure 11: Trade-off Between Scheduled Time Savings and Expected On-time Running 
Reliability (weekday and weekend non-school services). 
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Buses that arrive at a stop within a few minutes after the scheduled time are generally 

acceptable to passengers (certainly better than arriving early or significantly late). For 

buses on each service to reach the end of their run within 5 minutes of their scheduled 

time 90% of the time, assuming on-time commencement of the run, there are 1225 more 

hours scheduled per week than needed, or 9.2%. This is shown in Figure 12. Assuming 

a cost of $66.83 per hour to operate a bus and using an annualisation factor of 51.3 to 

adjust from an average Sept-Nov week to a year’s operations, this would represent a 

saving of approximately $4.2 million per annum.12 Running time, time reductions during 

the peak are likely to also result in peak vehicle fleet requirement savings, meaning this 

estimate of cost savings is conservative. 

Figure 12: Reduction in scheduled hours and percentage of runs expected to be 
completed within 5 minutes of scheduled time (weekday and weekend non-school 
services). 

 

On-time running performance data is affected by a number of factors, including whether 

drivers accurately record the start and end time of their service. If the data is accurate, 

the actual potential for savings is likely to be greater than that indicated above as drivers 

who know they have more time available than necessary are likely to also be driving 

their routes slower than necessary to keep to the timetable.  

Where variability is high, it may be appropriate to leave a greater amount of spare time 

in the schedule and/or layover time at the start and end of trips. Providing the additional 

time as layover time results in trips that are more likely to fall behind schedule along 

their journey, but gives the driver the comfort of knowing that the on-time departure of 

their next trip is unlikely to be impacted. This allows them to drive in a manner that is 

natural, rather than constantly being concerned with catching up time (which can lead to 

dangerous driving behaviour). 

                                                

12
 Public Transport has independently conducted an analysis using different data cube data and assumptions. This 

analysis produced a saving figure of $2.3 million. We have not at the time of this report been provided with the data or 
analysis process or  information and therefore cannot do other than point out the analysis variation at this point in time 
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Examining performance on a scheduled service level, rather than a route level, enables 

variability across the day to be separated out; a service will take longer at peak times 

than off-peak due to greater traffic congestion and greater boarding and disembarking 

delay.  

Some spare time may exist in the timetables in order to provide more consistent, legible 

scheduling across the day; for instance, it is considered good practice from a customer 

experience perspective for services across the day to leave at the same number of 

minutes past the hour, but route operating time and driver breaks may not evenly divide 

into an hour. As a result, removing spare time from a timetable will in some cases not 

flow through to an operating cost saving. These projected savings have been included in 

option assessments along with service savings discussed in Section 9. 

In the past, run times were set on new routes through consultation with drivers, including 

manually timing driving a run, which anecdotally is known to have resulted in allocating 

excess time. New routes are now generally set based on run time information available 

via netBI and the real time passenger information system. Network schedulers continue 

to incrementally improve the network, but are limited by a requirement to gain driver 

agreement for each change, as discussed in Section 7 on industrial relations and 

enterprise agreement limitations. 

6.3.2 Consolidation of Under-utilised and/or Redundant Services 

We have identified two approaches to identify potential service optimisations: First, we 

consider services that have consistently low patronage, i.e. those that deliver little in the 

way of patronage. Second, we consider services that deliver little coverage. 

6.3.2.1 Patronage Performance 

Services with a large number of boardings relative to their operating costs have a high 

level of patronage performance. Alternatively, services with a low number of boardings 

relative to their operating costs are expensive to operate on a per-passenger basis, and 

are the first candidates for service reductions.  

Boarding data was extracted from netBI with detailed patronage information for each 

scheduled service in each direction on each route, as it progresses from the start to end of 

its run, averaged across each day in the extract period. This means that the number of 

boardings and alightings is known at each stop along the route, along with the number of 

people on board (occupancy or load). 

This was summed across each bus service to determine the average number of weekday 

boardings and alightings, and the average load, for each service. The distance in 

kilometres and time in minutes needed to complete each scheduled service, varying at 

different times of day, was retrieved from the GTFS schedule and matched to the netBI 

data. This meant that the operating cost of each service could be estimated, using per-km 

and per-hour unit costs. By dividing the operating cost of each service by the average total 

number of boardings on that service, the average cost per passenger carried was 

calculated as a key patronage productivity metric. Additionally, boardings per kilometre 

and boardings per hour were calculated.  

The proportion of bus services with very high per-passenger operating costs is high for 

counter-peak direction trips (which perform poorly), and low for school trips (which 
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perform well). Peak-direction trips and through-routed trips that have both a peak-

direction and counter-peak direction component have an intermediate proportion of 

poorly performing services. The performance distribution of these different types of 

services is shown in Figure 13. 

Figure 13: Distribution of Average Cost per Passenger for Different Types of Bus Service 

 

 

Savings from removing some scheduled services would be realised through reductions 

in bus kilometres travelled, driver hours, and peak vehicle requirements. Alternatively, 

these buses could be redeployed to provide greater capacity on higher-performing 

routes.  

Bus travel demand in Canberra is strongly tidal, with peak-direction flows much higher 

than counter-peak direction flows, as shown in Figure 14. This shows strong inflows into 

the city centre from surrounding areas. 

For counter-peak direction services, it is unlikely that the full operating costs will be able 

to be saved, as these services are often run in order to get buses to the beginning of the 

peak-direction version of that route. Conversely, for peak direction services that are 

performing poorly, the potential savings are higher as the corresponding counter-peak 

direction trip can often be removed as well. For this reason, the focus of any savings 

from consolidation of under-utilised and/or redundant services will typically need to 

begin by considering the peak direction first. Where spare capacity is found to exist, 

then a commensurate amount of off-peak service may also be assumed to be saved.  
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Figure 14: Bus Passenger Load by Direction during Morning Peak (7-9am), Average 
Weekday 

 

 

6.3.2.2 Coverage Performance 

On a per-route basis, we can calculate the population that is served by only that route, 

plus its share of population served by multiple routes. This can be considered to be the 

spatial coverage productivity of a route, and the spatial coverage productivity of a 

specific service is that productivity divided by the number of services per day on that 

route. The details of the data source and analysis process for coverage performance is 

included in Appendix J.  

Public transport service levels across Canberra are shown in Figure 15, with areas with 

a large number of bus services per day in dark blue and areas with low numbers of bus 
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trips per day in pale blue. Each circle represents the centre of a census meshblock13, 

providing an approximate indication of population density. Service levels are based on 

counting the number of buses per day that pass within 400 metres of each of these 

meshblock centres. More detailed future analysis could examine walking catchments 

from bus stops. 

Figure 15: Public Transport Service Levels by Census Meshblock – Number of Services 
Per Day 

 

 

Using this analysis method, 97% of the population is served by at least one route, 

although 15.2% of the population is served by only one route.  

The distribution of these service levels across the population is shown in Figure 16: 

approximately 100,000 people have more than 80 bus services per day, or an average 

                                                

13
 A meshblock is the smallest geographical unit used for Census data collection. It typically contains 80-100 residents. 
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of 4.2 per hour between 5am-midnight (i.e. slightly more than one service every 15 

minutes). These people generally live near the frequent network Red Rapid and Blue 

Rapid routes. The remaining 250,000 people have less than 80 bus services per day, 

and generally live in areas further from the frequent network that are more expensive to 

serve with public transport.  

Figure 16: Service Level Distribution within Population. 

 

 

In areas with high service levels, the removal of any particular bus trip does not 

significantly change people’s access to public transport (there is litt le perceptible 

frequency difference between 19 and 20 buses per hour), while in areas with low service 

levels, each bus trip makes up a much greater proportion of the service (changing from 

2 to 1 buses per hour is a much more dramatic service cut).  

The coverage contribution of each bus service to a census meshblock is the population 

of that meshblock divided by the total number of bus services that serve it per day. The 

productivity of each bus service has been calculated for this analysis as the sum of this 

value for all meshblocks that the service serves.  

The proportional size of any change in service level also affects the likelihood that 

passengers on removed services will shift to other bus services, shift travel mode, or 

forego that journey and not travel. A typical average service demand elasticity is 0.5, 

meaning that a 10% reduction in service frequency can be expected to result in a 5% 

reduction in bus travel in that area, on average14. 

6.3.2.3 Peak Vehicle Requirements 

Reducing peak vehicle requirements enables a smaller bus fleet to be owned and 

maintained, so service optimisations that occur at the time of peak fleet have benefits 

additional to the operating costs that are saved. The number of buses simultaneously 

operating varies across the day as shown in Figure 17, with the morning peak of 365 

buses occurring at approximately 8.30am. During the morning peak, public services and 

                                                

14
 Although elasticities are non-linear and compounding, with the elasticity applying to each 1% increment in service. A 

service demand elasticity of 0.5 means that a 50% reduction in service frequency would be expected to result in a bus 
travel demand reduction of 29%, and a service reduction of 90% would result in a demand reduction of 78%. 
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school services run simultaneously. The afternoon peak fleet requirements are lower 

and two peaks are shown, the first relating to school travel around 3.30pm and the 

second relating to the commuter peak around 5.15pm.  

The narrowness of the AM peak creates difficulty in building efficient driver shifts, given 

the requirements of the current EBA. This is discussed in Section 6.3.3.3. 

Potential savings in peak vehicle requirement cannot be assessed accurately without 

testing options in HASTUS, which would need to be undertaken by ACTION. 

Figure 17: Bus Fleet Requirements at Different Times of Day on Weekdays (February 
2014 Network). 

 

6.3.3 Estimated Cost Savings through Service Reductions 

6.3.3.1 Generalised Assessment 

The per-service patronage productivity and coverage productivity were combined into one 

table. 

Services were sorted in order from highest per-passenger operating cost to lowest per-

passenger operating cost. New columns were added to track the cumulative effects of 

cutting services down this list. This included total operating costs saved, total boardings 

affected, total revenue affected (based on the average fare paid across the network; the 

data available does not provide fare or passenger-type data at this level of detail).  

This enabled the production of a set of four charts showing the impacts of progressively 

deeper service cuts:  

 linear saving in operating costs,  

 exponential increase in the number of passengers impacted,  

 slightly sublinear loss of population-weighted service coverage.  

Calculation of savings due to peak vehicle requirement reductions were not estimated in 

this process because this is not an attribute of each service – whether a peak bus can be 
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saved by cutting a particular service depends on whether that service runs during the 

peak, which depends on what other services have been cut. As services are cut during a 

time of day that was the original peak, that time of day will cease to be the peak and 

further cuts will not result in peak vehicle requirement reductions. 

The results of this analysis are shown in Figure 18.  
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Figure 18: Impacts of Removing Progressively Larger Numbers of Services (average 
weekday) 
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6.3.3.2 Simulating the Effects of a 20% Reduction in Operating Costs 

The detailed impacts of the specific scenario of reducing weekday, non-school operating 

costs by 10%, 20% and 30% have been modelled and are shown in Table 43 to Table 

45. 

Table 43: Impacts of Reducing Operating Costs 10% on an Average Weekday, Non-
school Services 

Measure Current 
Scenari

o 

Change 

(%) 

Weekday bus services 3,160 2,782 -12.0% 

Bus km (in-service) 68,200 61,260 -10.2% 

Bus hours (in-service) 2,358 2,126 -9.8% 

Operating cost $506,000 
$455,00

0 

-10% 

Directly affected 

passengers 
- 771 

1.1% 

Table 44: Impacts of Reducing Operating Costs 20% on an Average Weekday, Non-
school Services 

Measure Current 
Scenari

o 

Change 

(%) 

Weekday bus services 3,160 2,432 -23.0% 

Bus km (in-service) 68,200 54,400 -20.2% 

Bus hours (in-service) 2,358 1,894 -19.7% 

Operating cost $506,000 
$404,70

0 

-20.0% 

Directly affected 

passengers 
- 2,642 

3.8% 

Table 45: Impacts of Reducing Operating Costs 30% on an Average Weekday, Non-
school Services 

Measure Current 
Scenari

o 

Change 

(%) 

Weekday bus services 3,160 2,094 -33.7% 

Bus km (in-service) 68,200 47,700 -30.1% 

Bus hours (in-service) 2,358 1,950 -17.3% 

Operating cost $506,000 
$354,00

0 

-30.0% 

Directly affected 

passengers 
- 5,360 

7.6% 

 

Costs are directly saved by removing services, whereas patronage and revenue impacts 

will manifest in two ways: 

 Directly affected – whereby we assume that all patronage and revenue on the 

affected bus services will be lost to the system; and 
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 Indirectly affected – service level reduction response – whereby we assume that the 

removal of service causes an aggregate reduction in patronage and revenue. A 

typical service elasticity is +0.50, which is to say that a 1% increase of service 

levels results in a 0.5% increase in passenger numbers, while a 1% reduction of 

service levels results in a 0.5% reduction in passenger numbers. As with price 

elasticity, this is a nonlinear function as discussed in Section 5.3.1. 

In the directly affected scenario, we find that a total of 2,633 passenger journeys (3.7%) 

would be affected by the 20% reduction in service. This shows that, at the margin, 

targeted reductions in service can be expected to lose relatively few journeys. In the 

elasticity scenario we find an 11% reduction in demand.  

The latter is likely to be an over-estimate, because it applies an aggregate demand 

elasticity to what are in effect highly under-utilised services. Hence, based on this 

analysis a 20% reduction in ACTION’s operating costs can be expected to result in 

approximately 3.7%-11% reduction in patronage. Our median estimate is that a 20% 

reduction in operating costs would result in a 5% reduction in patronage, and a similar 

reduction in fare revenue, though the revenue loss is likely to be less because average 

fares on the services that would be cut first are lower than the network average (off-peak 

and concessions). 

Cutting services to this extent is inconsistent with the objectives of Transport for 

Canberra to grow the journey to work mode share of public transport to 16% by 2026, 

and is also likely to impact on the stated coverage targets. Targeted reallocation of 

underutilised resources to increase service levels on higher-demand routes is likely to 

increase patronage, which would support Transport for Canberra mode share objectives, 

though the particular services removed would need to be checked against the coverage 

targets. 

6.3.3.3 Limitations of Current EBA and Scheduling Processes 

In a number of situations, the removal of an underperforming trip within the network may 

not necessarily yield the expected reduction in operating cost. There are two primary 

causes of this. 

 Restrictions within the EBA 

As discussed in detail in Section 7.1, there are a number of existing conditions 

within the EBA that impact the efficiency and cost of operating the bus network. The 

impacts of these can be exacerbated by the nature of network design, and the 

removal of lower performing trips outside of peak hours will trigger this. For 

example, there is a minimum length of shift that can be given to a full-time driver of 

8 hours per day. A driver may do four hours of work in the morning peak, have a 

meal break and do another four hours of work across the off-peak period. If off-peak 

services are removed from the schedule, there may not be enough trips in the 

network to form blocks of work for the drivers to undertake. The disparity between 

service levels in the peak and off-peak periods already creates the need for split 

shifts (the permissible number of which is capped, and which incur a 12.5% penalty 

rate), and the need for part time drivers (the number of which is also capped). In 

combination, these rules mean that if enough trips are removed from off-peak 

periods, that drivers may end up being paid to simply stay in the depot, thus failing 

to realise the cost savings that were targeted by removing the trips. 
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 Bus repositioning as an in-service trip.  

Network planning often attempts to minimise dead running within the network by 

identifying opportunities to convert out-of-service repositioning trips to in-service 

trips. For example, if a bus is returning to the depot at Tuggeranong from the city, it 

can operate as a Route 300 Blue Rapid at a minimal extra cost compared to running 

the bus out of service, as there is only a slight deviation and delay caused by doing 

this in comparison to the bus travelling the shortest and quickest path to the depot. 

If such a trip is shown to be performing poorly in terms of passenger load, there 

may be the temptation to remove the live running trip from the timetable; however, 

the reduction in operating cost would be minor.  

The first of these issues is apparent in the morning peak period where there is what 

appears to be an oversupply of capacity entering Civic at the start of the peak, as can 

be seen in Figure 19. This figure shows the number of buses and passengers entering 

Civic for each quarter hour of a weekday. The supply of capacity to passenger demand 

is reasonably well matched with the exception of the notable spike in bus volume 

between 07:00am and 07:30am. A more detailed assessment of inbound trips in this 

time period is presented in Section 6.4.1. 

Figure 19: Inbound Urban Bus and Passenger Movements entering Civic, per Quarter 
Hour (October 2014) 

 

6.4 Targeted Service Reduction Opportunities 

Although a large number of trips were identified to be performing poorly in the statistical 

analysis presented in in Section 6.3, individual trips cannot simply be removed from the 

timetable arbitrarily. A successful public transport system needs to maintain consistent 

service provision in order to create a product that the public will find to be both useful 

and reliable. For example, if the 11:00am departure on particular route is shown to be 

attracting less patronage than those at the other times of the day, its removal would 

simply create an illogical hole in the timetable that would impact upon the desirability of 

the service at other times.  
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Selection of trips that can be cancelled needs to be undertaken in a careful and 

considered manner to ensure that the remaining network continues to provide a logical 

and consistent offering. Beyond this, a thorough network redesign process is required, 

driven by detailed data of the performance of individual trips and the manner in which 

the integrated network is planned.  

However, some immediate opportunities for removing underperforming trips have been 

identified that can be achieved cleanly. These fall into two categories: excess capacity 

on key corridors entering or exiting Civic during peak periods, and underperforming trips 

in the evening, the deletion of which simply means a reduction in the span of service, 

but not the nature of the service while it does operate. 

It is understood that the revision of Network 14 to Network 14.1 incorporates such a 

review process, but the following potential opportunities were identified from analysis of 

data from October 2014. 

6.4.1 Key Corridor Capacity at Peak Times 

6.4.1.1 Temporal Hub and Spoke Arrangements 

During peak periods, services into the city primarily enter on one of four key corridors: 

Barry Drive, Northbourne Avenue, Canberra Avenue and Adelaide Avenue. 

These corridors are already served by the Blue and Red Rapid services, the frequencies 

of which are increased during peak periods. These corridors also receive additional 

service from local bus routes that are extended into Civic in peak periods only, in order 

to give passengers a single-seat journey. 

Much of Canberra’s suburban bus network operates as a ‘hub and spoke’ arrangement. 

The true nature of this service pattern is most apparent in the off-peak network, whereby 

local routes travel to the nearest interchange and passengers transfer to other services, 

such as the Blue and Red Rapid. 

In peak periods when loads are higher, it is more sensible for these local buses to 

simply continue to Civic than to try and make a large load of passengers transfer onto 

another bus (which itself may already be heavily loaded). This is sound practice and can 

prove more operationally efficient, along with providing passengers a better travelling 

experience. The way that this is currently undertaken in Canberra is either by: 

 Extending the route as part of a Rapid. e.g. Route 19 serves Banks and Conder, 

and normally terminates at Tuggeranong. In peak periods, it continues on from 

Tuggeranong to Civic as Route 319, forming part of the Blue Rapid service. 

 Continuing the route to Civic as an Expresso. e.g. Route 17 services the area from 

Holt through to Macquarie, and normally terminates at Belconnen. During peak 

periods, some services bypass Belconnen and travel express to Civic as Expresso 

Route 717. 

 Continuing to Civic under a different route number. Where the route does not join 

the Rapid network at an end point (Belconnen, Gungahlin or Tuggeranong), but still 

offers value by having a non-express stopping pattern, the route will adopt a 100-

series route number and continue to Civic. There are only five routes in this 

category, all originating in the southern suburbs and normally terminating at Woden. 
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e.g. Route 61 travels through Monash and Wanniassa to Woden. In peak periods, it 

continues on to Civic as Route 161. 

Given the high frequency of service offered on the Rapid corridors, the local route needs 

to be carrying a reasonable load of passengers in order to justify its extension to Civic. If 

it cannot meet this criteria, it should operate as it normally would, terminating at a local 

interchange and requiring passengers to transfer onto another service. 

6.4.1.2 Assessment of Current Network 

A detailed assessment was undertake of the performance of services in the AM peak 

period on the four key corridors used by Rapid services; Barry Drive, Northbourne 

Avenue, Canberra Avenue and Adelaide Avenue. 

A cordon was defined at a location where routes travelling on those corridors prior to a 

location where passengers may large numbers of passengers may need to alight. For 

example, the Adelaide Avenue cordon was defined 1km west of Capital Hill.  

For data collected over three weeks in late October 2014, the measured patronage and 

spare capacity by 15 minute periods on each road is presented in Figure 20. It can be 

seen that both Barry Drive and Northbourne Avenue achieve very high utilisations, with 

the exception of a spike in unutilised capacity between 07:00am and 07:15am on Barry 

Drive. It is also worth noting the very high utilisation (i.e. full loads) achieved on the Red 

Rapid on Northbourne Avenue after 08:45am, suggesting that additional trips should be 

invested at this time. 

Figure 20: AM Peak Hour Inbound Volume - Passengers and Spare Seat Capacity 

Barry Drive   Northbourne Avenue 

  

Adelaide Avenue   Canberra Avenue 
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To identify specific trips that may be providing excess capacity and have the potential to 

be removed, the following criteria were applied: 

 The passenger load was 22 or less, equivalent to half of a seated load on a 

standard sized bus. 

 Another bus was following less than five minutes behind, which would provide 

passengers an alternative service to transfer onto at the preceding interchange. 

 That the following bus had the spare capacity to carry the passengers who would be 

displaced. 

 The bus does not achieve a high loading on any other part of its journey. 

 

A number of trips on each of these four corridors were identified as being 

underutilisation and possibly presenting opportunities for deletion or truncation, included 

in Table 46, Table 47, Table 48 and Table 49. It is noted that the data used was from a 

limited period in October 2014, less than two months following a major network change 

and as such required further assessment to make a final determination regarding their 

potential for deletion or truncation. 

Table 46: Adelaide Avenue Inbound AM Weekday Trips to be Considered for Deletion 

Route Cordon time Trip start time Comment 

171 6:42 5:48 Low loads. Replace with regular Route 71, terminating 

at Woden. 

300 7:07 6:45 Low loads. Unnecessary capacity. Delete trip. 

732 7:09 6:53 Low loads. Delete trip. Following Route 2 service has 

spare capacity. 

171 7:10 6:16 Low loads. Replace with regular Route 71, terminating 

at Woden. 

163 7:13 6:45 Low loads. Replace with regular Route 63, terminating 

at Woden. 

160 7:14 6:43 Low loads. Replace with regular Route 60, terminating 

at Woden. 

162 7:25 6:53 Low loads. Replace with regular Route 62, terminating 

at Woden. 

161 7:27 6:57 Low loads. Replace with regular Route 61, terminating 

at Woden. 

163 7:32 7:02 Low loads. Replace with regular Route 63, terminating 

at Woden. 

160 7:47 7:11 Low loads. Replace with regular Route 60, terminating 

at Woden. 

300 7:50 7:42 Low loads. Unnecessary capacity. School-day only 

trip. Delete trip. 

163 9:02 8:24 Low loads. Replace with regular Route 63, terminating 

at Woden. 

This totals 12 trips between Woden and Civic that could be deleted. The journey is 

approximately 11km, and annual live-running savings would equate to approximately 
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32,400km. Some adjustment to the timing of other 300-series (Blue Rapid) trips may be 

necessary to maintain the advertised maximum headways of 8 minutes.  

Table 47: Barry Drive Inbound AM Weekday Trips to be Considered for Deletion 

Route Cordon time Trip start time Comment 

315 6:30 6:01 

Low loads. Replace with regular Route 15, terminating 

at Belconnen. 

343 7:03 6:28 

Low loads. Replace with regular Route 43, terminating 

at Belconnen. 

300 7:11 7:00 Low loads. Unnecessary capacity. Delete trip. 

717 7:11 6:45 

Low loads. Replace with regular Route 17, terminating 

at Belconnen. 

300 7:32 7:20 Low loads. Unnecessary capacity. Delete trip. 

717 7:38 7:10 

Low loads. Replace with regular Route 17, terminating 

at Belconnen. 

300 7:53 7:40 

Low loads. Unnecessary capacity. School-day only trip. 

Delete trip. 

717 8:10 7:35 

Low loads. Replace with regular Route 17, terminating 

at Belconnen. 

717 8:31 7:56 

Low loads. Replace with regular Route 17, terminating 

at Belconnen. 

300 8:43 8:31 Low loads. Unnecessary capacity. Delete trip. 

300 9:11 8:59 

Low loads. Unnecessary capacity. School-day only trip. 

Delete trip. 

This totals 11 trips between Belconnen and Civic that could be deleted. The journey is 

approximately 10km, and annual live-running savings would equate to approximately 

27,000km. Some adjustment to the timing of other 300-series (Blue Rapid) trips may be 

necessary to maintain the advertised maximum headways of 8 minutes.  

It is noted that all four runs of Route 717 fail to meet the load criteria set, suggesting that 

this route be deleted and replaced by standard trips of Route 17. 

Table 48: Northbourne Avenue Inbound AM Weekday Trips to be Considered for 
Deletion 

Route Cordon time Trip start time Comment 

259 6:28 6:03 Low loads. Replace with regular Route 59, terminating 

at Gungahlin. 

251 6:42 5:58 Low loads. Replace with regular Route 51, terminating 

at Gungahlin. 

The Northbourne Avenue (Red Rapid) services perform extremely well in the morning 

peak. Only two trips were identified as being candidates for replacement with their local 

terminating routes. The journey is approximately 12.4km, and annual live-running 

savings would equate to approximately 6,000km. 

Analysis of loadings on the Red Rapid suggest that additional frequency should be 

considered between 08:30am and 10:00am (departure time from Gungahlin), as 

extremely high loadings are being experienced when the headways are reduced during 

this time period. This would provide a practical and productive means to assist with 



CMTEDD ACTION Expenditure Review: Phase 3 

Page 121  

building efficient driver shifts, especially if trips at the start of the peak period are 

removed. It is understood that this has been addressed in Network 14.1. 

No inbound Red Rapid services on Constitution Avenue were found to warrant removal, 

as the servicing pattern in this corridor is simpler, with few peak-only routes in operation.  

The deletion of the services identified above may reduce peak fleet demand and total 

number of driver shifts required, though this is less likely for trips that operate before 

07:30am. It is estimated that 5 of the 25 identified trips could result in reduced peak fleet 

requirement. 

6.4.2 Underperforming Trips 

A set of underperforming trips that is the easiest to discretely identify for deletion are 

those that operate in the evening as the last trips of the day for a given route, and that 

do not perform well. Removal of these trips simply represents the reduction in service 

hours for that route. 

It is observed that most ACTION routes, including low frequency coverage routes 

operating within suburban areas, have their final departures after 10pm each weeknight. 

Operating this late into the evening is useful for casual workers and students, along with 

people returning from social events. However, a large number of trips that operate in the 

evening carry identifiably small loads. This does not apply to all evening trips: many 

services on Rapid routes are quite heavily loaded, to the point that additional frequency 

or later running may be justifiable. 

To identify specific weekday evening trips that may be providing excess capacity and 

have the potential to be removed, the following criteria were applied: 

 Only trips that departed after 8pm were considered. This represented that last three 

hours of service for most routes. 

 The total boardings for the trip averaged less than 10 passengers per service hour. 

While this trigger level is somewhat arbitrary, it serves as a useful measure for 

assessment. 

 The trip was the last trip of the evening for that route (by direction), or if not, the 

trips following it were also identified as underperforming, i.e. the process worked 

backwards from the last trip of the day. 

A number of evening trips were identified as being suitable for deletion, included in Table 

49. This list represents 116 of the 222 trips that commence service after 8pm. 

Combined, they represent 2,084 km and 62 hours of in-service running per day (around 

520,000km per annum). 

It is worth noting that for these trips the maximum average peak load (passengers on 

board at any one time) is 5.2. This low average load is somewhat inflated by higher 

yielding results on Thursday and Friday evenings. More detailed analysis may find that 

some of these routes should be retained on those two evenings, but may be worthy of 

removal from Monday to Wednesday. 

It is also important to note that for many of these evening services the removal of an in-

service trip will generate a new dead-running trip, as the bus needs to return to the 

depot, potentially from a different and more distant location than it would have originally. 

This means that only a proportion of the total reduction of in-service km removed from 
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the network will be realised as an operational saving, but this proportion will require 

detailed assessment using HASTUS to determine. 

Table 49: Identified Weekday Evening Trips to be Considered for Deletion 

Route Direction 
Departure 
Time 

Trip 

length 

(km) 

Trip 

duration 

(min) 

Average 

boardings 

per trip 

Boardings 

per hour 

Max 

load 

1 North 22:08 26.5 49 5 6.4 4.2 

1 South 20:59 25.6 50 4 5.0 2.2 

1 South 21:59 25.6 50 4 4.3 2.2 

2 South 20:10 25.8 59 7 6.7 3.6 

2 South 21:10 25.8 59 4 4.5 3.6 

3 North 21:36 33.3 61 5 4.7 2.8 

3 South 21:35 31.8 62 9 8.7 4.0 

7 South 21:10 15.7 35 3 5.5 2.6 

8 South 20:52 7.5 18 2 5.3 1.4 

9 Counterclockwise 20:24 19.7 42 3 4.3 2.8 

9 Counterclockwise 21:24 19.7 42 4 5.1 3.4 

10 Clockwise 20:26 23.0 42 4 5.7 3.4 

12 North 22:07 12.0 22 3 7.6 2.8 

12 South 20:35 12.1 22 1 2.2 0.8 

12 South 21:35 12.1 22 0 0.0 0.0 

14 South 20:19 15.9 32 2 4.5 1.8 

15 South 20:18 12.8 26 2 3.7 1.6 

15 South 21:18 12.8 26 1 2.3 1.0 

15 South 22:18 12.8 26 2 3.7 1.6 

16 South 20:16 11.7 23 1 3.7 1.2 

16 South 21:16 11.7 23 0 1.0 0.4 

17 North 22:06 13.0 24 3 7.5 3.0 

17 South 20:09 13.0 27 2 4.9 2.0 

17 South 21:09 13.0 27 1 1.8 0.6 

18 North 20:19 14.4 21 1 3.4 1.0 

18 North 21:17 14.4 21 1 3.4 0.8 

19 North 20:21 15.2 26 0 0.5 0.2 

19 North 21:21 15.2 26 1 1.8 0.8 

19 South 20:52 15.3 24 4 9.0 3.6 

21 Counterclockwise 20:37 15.3 30 1 2.4 1.0 

21 Counterclockwise 21:37 15.4 30 1 1.6 0.4 

22 Clockwise 20:38 16.1 33 2 3.3 1.4 

22 Clockwise 21:38 16.1 33 1 1.8 0.8 

23 Counterclockwise 20:46 16.3 32 3 4.9 1.8 

23 Counterclockwise 21:46 16.3 32 1 2.6 1.0 
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Route Direction 
Departure 
Time 

Trip 

length 

(km) 

Trip 

duration 

(min) 

Average 

boardings 

per trip 

Boardings 

per hour 

Max 

load 

24 Clockwise 20:20 16.4 27 3 6.7 2.6 

24 Clockwise 21:20 16.4 27 2 3.6 1.4 

25 North 22:07 13.7 24 4 9.0 3.6 

25 South 20:09 12.5 22 3 8.2 2.8 

26 South 22:07 13.0 19 2 6.9 2.2 

27 North 20:37 12.1 22 3 9.3 3.0 

27 North 21:37 12.1 22 2 4.9 1.8 

27 South 21:07 12.3 24 4 9.0 3.6 

31 South 21:29 13.7 29 4 9.1 2.8 

40 South 21:10 17.3 35 5 7.9 3.8 

44 North 21:45 16.3 30 4 8.0 4.0 

44 South 20:28 16.2 29 1 1.7 0.6 

44 South 21:28 16.2 29 2 4.1 1.2 

51 North 20:08 20.6 40 6 9.0 5.6 

51 North 21:08 20.6 40 3 5.1 3.4 

51 South 20:54 20.4 38 5 7.3 4.0 

52 North 20:20 21.9 42 3 4.9 3.4 

52 North 21:20 21.9 42 3 4.6 3.2 

52 South 20:16 21.9 40 4 6.3 2.8 

52 South 21:16 21.9 40 2 3.0 1.8 

54 North 20:28 15.8 32 1 2.3 1.2 

54 North 21:28 15.8 32 3 6.0 3.0 

54 South 20:35 15.9 32 1 1.5 0.6 

54 South 21:35 15.9 32 0 0.0 0.0 

55 Counterclockwise 20:38 15.0 34 4 7.8 4.0 

55 Counterclockwise 21:38 15.0 34 4 7.1 3.8 

56 South 20:35 17.2 29 3 5.8 2.0 

56 South 21:35 17.2 29 4 7.4 2.4 

57 South 21:13 12.9 25 4 9.1 3.2 

58 South 20:17 17.9 30 5 9.2 2.6 

58 South 21:17 17.9 30 3 5.2 1.8 

59 Counterclockwise 20:08 11.9 23 2 5.2 1.4 

59 Counterclockwise 20:38 11.9 23 2 5.2 2.0 

59 Counterclockwise 21:08 11.9 23 1 3.1 1.2 

59 Counterclockwise 22:08 11.9 23 1 2.6 1.0 

60 North 20:12 15.9 26 2 5.5 1.6 

60 North 21:12 15.9 26 3 7.4 3.0 

60 South 20:12 15.9 28 4 7.7 3.4 
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Route Direction 
Departure 
Time 

Trip 

length 

(km) 

Trip 

duration 

(min) 

Average 

boardings 

per trip 

Boardings 

per hour 

Max 

load 

60 South 21:12 15.9 28 2 5.1 2.2 

60 South 22:12 15.9 28 2 4.7 2.0 

61 North 20:05 16.1 23 1 3.7 0.8 

61 North 21:05 16.1 23 0 0.5 0.2 

61 South 20:10 15.4 25 2 4.3 1.6 

61 South 21:10 15.4 25 1 2.4 1.0 

61 South 22:10 15.4 25 2 5.3 2.2 

62 North 20:09 14.0 24 3 7.0 2.6 

62 North 21:09 14.0 23 2 6.3 1.6 

62 South 22:18 14.0 25 1 2.4 0.8 

63 North 21:07 15.7 21 1 2.9 0.6 

63 North 22:07 15.7 21 0 1.1 0.4 

64 North 20:08 15.4 25 3 7.7 3.0 

64 North 21:08 15.4 25 1 3.4 1.2 

64 South 20:16 14.7 24 1 3.0 1.0 

64 South 21:16 14.7 24 2 5.0 1.8 

64 South 22:16 14.7 24 1 2.5 1.0 

65 North 20:10 26.0 45 3 4.0 2.2 

65 North 21:10 26.0 45 2 2.1 1.0 

65 South 20:14 25.3 44 2 2.5 1.2 

65 South 21:14 25.3 44 2 2.7 2.0 

65 South 22:14 25.3 44 2 2.5 1.8 

66 North 20:53 27.0 40 2 3.6 1.4 

66 North 21:50 27.0 40 2 2.4 0.8 

66 South 20:05 26.6 40 3 4.8 2.0 

66 South 21:05 26.6 40 1 1.2 0.6 

66 South 22:05 26.6 40 3 5.1 2.2 

67 North 20:36 30.4 51 3 4.0 2.6 

67 North 21:36 30.4 51 2 2.6 1.6 

67 South 20:05 29.3 54 4 4.2 3.2 

67 South 21:05 29.3 54 3 3.6 2.8 

67 South 22:05 29.3 54 3 3.1 2.8 

71 North 20:09 26.7 39 6 9.8 4.2 

71 North 21:09 26.7 39 3 5.2 3.0 

83 North 20:10 12.6 25 1 2.4 1.0 

83 North 21:10 12.6 22 0 1.1 0.4 

83 South 20:40 13.5 25 0 1.0 0.4 

163 South 20:05 26.8 38 1 1.6 0.8 
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Route Direction 
Departure 
Time 

Trip 

length 

(km) 

Trip 

duration 

(min) 

Average 

boardings 

per trip 

Boardings 

per hour 

Max 

load 

163 South 21:02 26.8 38 5 7.6 4.0 

250 South 20:40 14.4 24 2 5.5 1.8 

250 South 21:08 14.4 24 2 4.5 1.4 

250 South 21:36 14.4 24 3 6.5 2.4 

250 South 22:06 14.4 24 3 6.5 2.6 

 

Further detailed analysis is also required on several higher-performing routes that 

operate in the evenings, such as Rapid services. It has been observed that some Rapid 

routes which have a suburban component prior to joining the common Blue Rapid route 

show strong results in boardings per hour and peak load on their Rapid section, but 

perform poorly in their suburban sections. For example, the last trips of the southbound 

Route 343 are literally empty between Fraser and Kippax, and do not start to yield 

worthwhile passenger loads until after they reach Belconnen. Detailed assessment of 

these routes and their underperforming trips is recommended to determine how 

truncation could yield significant operational savings without impacting the true value of 

the route. 

6.5 Other Public Transport Services 

In addition to the public urban bus network, ACTION delivers school bus services. 

ACTION formerly special needs transport (SNT) and rural bus scheme (RBS) services, 

but these were moved from ACTION control to Public Transport management in 2014. 

In April 2011, MRCagney and Ernst and Young conducted a review of provision of the 

schools network for the Department of Territory and Municipal Services. The review 

considered the establishment of a standalone schools network within ACTION to 

perform both normal school services and special needs services. 

The standalone schools network was found to be relatively inefficient due to additional 

costs in bus resourcing (30 buses per day), bus hours, and bus kilometres (including a 

high dead running content). Perhaps more importantly, resources used in the operation 

of the standalone school network were not fully utilised daily (school hours only) or 

annually (school holidays only).  

These conclusions still remain valid today as the critical mass of services and patronage 

is still not prevalent. The earlier study advocated a “business as usual approach”, 

whereby school services are provided through network services and dedicated school 

services, coupled with a reform process with three options: 

 Option 1, establishing a separate cost centre within ACTION to monitor demand for 

school services and the actual capital and operating costs of supplying those 

services 

 Option 2, establishing a new School Transport Unit within ACTION that would be 

responsible for the provision of all of ACTION’s school services, including those 

provided by both the normal urban network and dedicated school bus networks 
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 Option 3, “commercialising” the operation of the School Transport Unit to place it on 

a level playing field with private sector suppliers of school services 

We would therefore advocate a change in the concept advocated in the 2011 report 

whereby options 1, 2 and 3 would become the responsibility of PT. This includes the 

policy framework and contractual arrangements which would apply to ACTION or other 

service providers other than ACTION, demand analysis, the scheduling of school runs 

required at the beginning of each school year, tendering for services, and the 

funding/pricing arrangements applicable to providing the service. The structures 

proposed for PT and ACTION outlined in this proposal allow for this model. 

As discussed, SNT services have been transferred into TAMS-PT under a separate 

management function. As this service currently operates at an operating loss, this would 

have resulted in an overall saving for ACTION of about $0.5 million but a transfer of that 

loss to PT. For PT there is a verbal contract to provide these services, which expires in 

2016. These services could be re-negotiated, or the services could be transferred to the 

other current external providers of these services. 

The fundamental issue for PT to consider is whether Education should be paying for 

updated services and buses and lease costs rather than PT. PT should consider 

requesting that Education fund the operation at actual cost.  

Alternatively, the service could be competitively tendered. This also applies to the RBS, 

whereby services are currently provided by external providers whilst ACTION provides 

the administration and payments made under the scheme.  

The integration of schools and rural bus services under PT with service providers, 

including ACTION, being managed under a consistent policy framework and contract 

appears to be a more efficient means of delivering Government public transport 

services. 

The formation and administration of contracts within PT will require specialist resources, 

both human and systems, that have the expertise in contract monitoring and 

performance of key performance indicators. Costing of the structural changes are 

included in Section 8 and are included in the overall assessment of savings 

This approach to schools network funding is reactive to changes in travel patterns, 

particularly where less profitable student patronage travelling on the network is having a 

resource effect on full fare paying passengers. Strategy changes can be made, either 

through the more effective use of service providers, or extending the services of current 

providers, e.g. under-utilised cross border school services in and out of the ACT. 

6.6 Capital Investment Initiatives 

In the following sections, we consider capital investment initiatives that are likely to 

impact on the delivery of bus services in the ACT. Specifically, we consider integration 

with light rail, the depot strategy, and the ACTION fleet strategy. 

6.6.1 Light Rail 

The Capital Metro project to introduce light rail from Gungahlin to Civic via Northbourne 

Avenue will provide substantial public transport capacity on a corridor currently served 

by frequent bus services.  
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There is potential to operate a more efficient network by designing bus services to act as 

feeders and distributors connecting to the light rail corridor, rather than duplicating and 

competing with it along Northbourne Avenue.  

This introduces one extra transfer for passengers with one trip end on the light rail 

corridor and one trip end elsewhere on the Red Rapid, and would introduce two extra 

transfers for passengers with both trip ends outside the light rail corridor but on the Red 

Rapid (for example, Bonner to Fyshwick). Because of this there may therefore be 

justification for express some bus services to continue. The detailed form of the network 

following the introduction of light rail will require a more comprehensive network design 

process which could be used as a catalyst for further potential changes in the bus 

delivery model. 

See also Section 9.3.4.1. 

6.6.2 Depot Strategy 

In 2014, SMEC and MRCagney were commissioned by the ACT Government to develop 

the ACTION Future Facilities Master Plan (AFFMP), a strategy for developing ACTION’s 

bus depot facilities to provide increased capacity and improved network efficiency, in 

order to maximise the financial and operational viability of ACTION for the next 20 years. 

The AFFMP developed a case for constructing two new depots in the short-term, in 

response to: 

 Capacity issues at the two existing depots, located at Belconnen and Tuggeranong, 

both operating around 25% above their design capacity. Operating above design 

capacity impacts efficient depot operation and increases risk of on-site accidents 

 Ageing infrastructure at both depots, some of which is already scheduled for 

replacement or overhaul over the next ten years 

 Forecast population growth and the location of major new greenfield residential 

areas located in the Molonglo valley, north of Gungahlin, and at West Belconnen; 

 An increased fleet requirement to meet these population changes 

 Transport for Canberra’s proposed bus network for 2031 and the mode share 

targets it is intended to achieve 

The AFFMP recommended: 

 Reestablishment of the former Woden depot following complete site clearance and 

reconstruction (housing up to 120 buses, budgeted at up to $21.2M). 

 A new depot located in Mitchell (housing up to 210 buses, budgeted at up to 

$37.1M). This depot will be needed in approximately 2020 by which time Woden 

and the two existing depots will have reached their design capacities.  

Developing the Mitchell depot earlier is desirable, as while a depot at Woden will 

facilitate the efficient transfer of buses from Tuggeranong, it provides no benefit in 

efficiently alleviating the overcrowding at Belconnen. This is because a bus relocated 

from Belconnen to Woden would incur increased dead-running when travelling to serve 

routes in northern Canberra. Effectively, the depots would operate as a pair with Woden 

supporting Tuggeranong in efficiently serving southern Canberra, and Mitchell 

supporting Belconnen in serving northern Canberra. 
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The Woden depot site at Phillip is still under Government ownership and has a pre-

existing approval for use as a depot. It is proposed that the site would be transferred 

back to ACTION ownership prior to construction. All depots would include hardstand, 

fuelling, maintenance and administrative facilities. 

A business case, including a cost benefit analysis based on a full range of financial and 

economic impacts, has recently been prepared based on the recommendations of the 

AFFMP.  

Part of this process includes further refinement of the anticipated network operational 

savings by using ACTION’s own HASTUS scheduling system to provide highly detailed 

breakdowns of the impact of the new depots on various operational cost elements.  

6.6.2.1 Operational Costs and Benefits of Re-establishing Woden Depot 

Based on Network 2014, the operating cost impacts of developing Woden alone can be 

summarised as follows: 

 Reduced operational costs by reducing dead-running.  

The Woden depot alone will generate a 26.6% reduction in depot-based dead 

running km and 2.7% reduction in dead-head15 km (compared to the AFFMP’s 

original estimates of 22.3% and 0% respectively). Combined, this is a reduction in 

annual dead-running of 976,000 km, which is of 21.6% of current dead-running, or 

9.2% of ACTION’s total scheduled fleet km. There is an associated reduction in paid 

driver hours of 21,500 hours per annum, or 2.1%. 

Combined, these operational savings equate to $2.7 million per annum based on 

the 2014 network and cost rates. 

 Reduced operational costs at the existing depots.  

Cost savings will be generated from the relocation of some fleet and staff to the new 

depot, though this is anticipated to be less $0.1 million per annum. 

 New operational costs of Woden Depot 

Woden will incur standard operational costs (e.g. electricity, water, cleaning etc.) 

estimated to be $0.4 million per annum in fixed operating expenses (real 2014 

prices).  

Additionally, despite the relocation of some staff from other depots, a number of new 

positions will be necessary to fully staff Woden depot. Estimates for increased 

labour range from 5 to 13 full-time equivalent employees, with associated annual 

costs of $0.6 million to $1.5 million.  

The estimated net operational cost impact generated by re-establishing Woden depot 

will range from a saving of $0.9 million per annum (5 additional full-time equivalent 

employees) to $1.8 million per annum (13 additional full-time equivalent employees), 

based on the 2014 network and operational cost rates. These values do not include the 

wider economic benefits to be presented in the AFFMP business case. 

The design, construction, fit-out and commissioning of Woden depot is anticipated to 

take 12 to 18 months following project approval, potentially ready for operation at the 

start of the 2016/17 financial year. 

                                                

15
 Dead-head running is the repositioning of vehicles between the end of one trip and the start of another. This may 

include repositioning a bus to a depot or layover for a scheduled driver meal-break. The provision of a new depot creates 
a new and potentially more efficient location where this can happen. 
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6.6.2.2 Operational Costs and Benefits of Establishing a Mitchell Depot in addition 

to Woden  

Even in the 2014 network, a Mitchell depot would generate further efficiency 

improvements by reducing dead running. The value of this will become proportionally 

larger over time, as most future growth in the bus fleet will occur in northern Canberra. 

Based on Network 2014, the operating cost impacts of developing Woden alone can be 

summarised as follows:  

 Reduced operational costs by reducing dead-running.  

A Mitchell depot would generate additional operational savings of approximately 

$0.7 million per annum based on the 2014 network and cost rates. (Combined with 

Woden, total operational savings from the two depots would be approximately $3.4 

million per annum). 

 Reduced operational costs at the existing depots.  

Cost savings will be generated from the relocation of some fleet and staff to the new 

depot, though this again is anticipated to be less $0.1 million per annum. 

 New operational costs of Mitchell Depot 

Mitchell will incur standard operational costs (e.g. electricity, water, cleaning etc.) 

estimated to be up to $0.7 million per annum in fixed operating expenses (real 2014 

prices). This is an upper-end estimate based on the full operating cost of a 210 bus 

depot (Mitchell’s design capacity). In the early years, it will accommodate less than 

half that many buses and some operating costs elements will be lower.  

As with Woden, Mitchell will require a number of staff new positions. Estimates 

again range from 5 to 13 full-time equivalent employees, with associated annual 

costs of $0.6 million to $1.5 million.  

The estimated additional net operational cost impact generated by developing a depot at 

Mitchell will range from a cost of $0.5 million per annum (5 additional full-time equivalent 

employees) to $1.4 million per annum (13 additional full-time equivalent employees), 

based on the 2014 network and operational cost rates. These values are subject to 

variation following more detailed assessment and do not include the wider economic 

benefits to be presented in the AFFMP business case. 

Similar to the Woden depot, the design, construction, fit-out and commissioning of a 

Mitchell depot is anticipated to take 12 to 18 months following project approval. 

6.6.2.3 Impact of Current EA on Maximising Benefits of New Depots 

During the assessment process, it was realised that the value of adding new depots is 

partly limited by the rules around split shifts, part-time drive numbers, etc. Under the 

current EBA, when more depots are added, the result is fewer buses and drivers 

allocated to each so the opportunity to put together an efficient shift is reduced – with 

fewer trips and fewer shift ‘pieces’ at a depot, fewer possible combinations are available 

and consequently less-efficient shifts are generated overall. 

While depot-based dead-running drops, dead-heading, layover time and wait time can 

rise. With the current network, initial assessment in HASTUS suggests that the value of 

adding a fourth depot at Mitchell is markedly reduced because of this. If more flexible or 

less costly rules around split shifts, part-time and casual drivers could be implemented, 

more value would be delivered by new depots. 
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To highlight the point, HASTUS assessment suggests that with Woden depot open, 

driver hours on Sundays would actually increase slightly and the decrease in dead 

running km is negligible. This suggests that on weekends when ACTION only operates a 

small fleet, rather than running 25 buses each out of four depots, it would be better to 

keep two depots closed and operate 50 buses each out of the other two. This might 

create some challenges with drivers and unions, but it would generate savings in terms 

of reduced depot staffing. It would also allow depots to be given full shutdowns for the 

weekend, so that maintenance can happen without interrupting operations. 

6.6.3 Fleet Strategy 

6.6.3.1 Current Fleet 

As at January 2015, ACTION had a fleet of 445 urban route buses. Of this, 422 were 

operational, 19 were mothballed (due to age and suitability), three new buses were 

awaiting commissioning, and one bus was permanently assigned for training purposes. 

An additional eight new buses are expected to be delivered by May 2015. The age 

profile of the fleet is presented in Figure 21. 

Figure 21: Age Profile of Operational ACTION Urban Fleet (1 January 2015) 

 

Of the operational fleet: 

 The current average age is 12.4 years. 

 37.5% (154 buses) are not DDA compliant (wheelchair accessible). These are the 

oldest buses in the fleet.  

 32.4% is aged between 20 and 25 years (143 buses); and 

 4.5% is aged between 17 and 20 years (20 buses). Nine of these are DDA-

compliant smaller-bodied buses, which offer reduced capacity, causing 

complications in scheduling and fleet deployment in peak periods. 

Note that ACTION has no mandated bus retirement age. Most other jurisdictions 

legislate bus retirement age. 
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6.6.3.2 Fleet Replacement Strategy in Other Jurisdictions 

There are a number of jurisdictions that have provided information relating to their fleet 

replacement strategies. These illustrate a number of best practice examples and 

alternatives for ACTION to consider adopting. Some jurisdictions operate under a 

legislative framework regarding the maximum or average fleet age of commuter buses. 

Legislation such as this acts as a safety net if there is no proactive fleet replacement 

strategy in place. 

 Queensland: The maximum age of buses used for providing transport services is 

prescribed at 21 years. This can be extended to 25 years if the bus undergoes an 

annual safety check, though typically buses this age are only used for school 

services. The Queensland Government has a contractual requirement that the 

maximum average age of an urban passenger bus fleet is 13 years. Brisbane 

Transport is one of the largest bus operators in Australia, and also has one of the 

youngest fleets – the average age of buses in the BT fleet is 6.94 years. This has 

reduced consistently over recent years, from an average of 10 years in 2005-06 to 

6.94 in 2012-13 due to commitments by Brisbane City Council to deliver several 

tranches of new bus fleet during the past decade.  

 New South Wales: Transport for NSW has legislated requirements preventing the 

operation of buses that are over 25 years of age and mandating a requirement to 

maintain an average fleet age of 12 years or less. 

 South Australia: Legislation requires buses in South Australia must not exceed a 

maximum age of 25 years. The current average age of the fleet used for urban 

services in Adelaide is 9 years. 

 Victoria: Public Transport Victoria has a contractual requirement that the maximum 

age of a vehicle be 16 years. The average age of the metropolitan fleet is 8.4 years.  

 Tasmania: Tasmania has the only metropolitan bus fleet in Australia older than 

ACTION’s, and faces similar issues to ACTION. Their average fleet age is 16 years 

and their oldest vehicles are 29 years. 

6.6.3.3 ACTION’s Current Fleet Replacement Strategy 

ACTION formalised a long term fleet strategy in 2014 with the objective of balancing 

fleet replacement to overcome structural fleet age anomalies. A current contract will 

deliver 77 new buses by the end of 2017. At this time, the average age will fall to 11.1 

years, but 98 buses over the age of 20 years will remain in the fleet. 

ACTION operates a further 18 minibuses for use by the Special Needs Transport (SNT) 

fleet, with an average age of 2.2 years. These vehicles have a typical maximum working 

life of 6 years, due to being a less durable design.16  

ACTION’s fleet replacement focus over the last decade was more closely-aligned with 

achieving accessibility requirements under the Disability Discrimination Act 1992 (DDA), 

which has a requirement to increase the proportion of the fleet that is disabled-

accessible to 100% by 2022. 

 

                                                

16
 It is noted that a new model of minibus suitable for SNT operations and with a working life of 10-12 years is planned to 

be released in Australia by Hino in 2015. 
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6.6.3.4 Proposed Revised Fleet Replacement Strategy 

In 2014, a revised fleet replacement strategy was proposed by TAMSD (Public 

Transport) that would provide additional 105 replacement buses over the period from 

2016 to 2020. This strategy is summarised in Table 50. 

Table 50: Planned Fleet Replacement Strategy 2015-2020 

 2015 2016 2017 2018 2019 2020 Total 

Fleet size        

No. of Operational Buses 408*      408 

No. of Non-Operational Buses 22      22 

Fleet changes (additions, 

retirements) 

       

Current Contract 36 20 21    77 

Proposed  12 14 27 26 26 105 

Retirements (26) (29) (30) (29) (29) (29) (172) 

Closing Operational Buses 440 443 448 446 443 440 440 

Proposed Acquisitions - $6m $7m $13.5m $13m $13m $52.5m 

 *Note: This number increased to up to 422 following the implementation of network changes in 

September 2014. 

This fleet implementation strategy will result in 100% Disability Discrimination Act 1992 

compliant buses by the end of 2020, ahead of the December 2022 target. If adopted, the 

average fleet age will fall to 9.6 years at the end of 2017 with 72 buses remaining over 

the age of 20 years. At the end of 2020, the average age will be 8.5 years with 

approximately 10 buses over the age of 20 years.  

This strategy provides only for fleet replacement, not growth. It is noted that Transport 

for Canberra patronage targets are expected to require approximately 562 buses by 

2031, a growth rate of approximately 9 buses per annum from 2014. 
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6.7 Summary of Findings 

Previous sections have identified the following opportunities for cost savings within 

ACTION’s network: 

 Optimisation of run-times – we analysed existing run-times. This suggests a target 

of providing enough time in the schedule for buses to complete their services within 

5 minutes of the scheduled time in 90% of runs would result in a 10% reduction in 

in-service total driver hours, with cost savings estimated at $4.2 million p.a.17 

Greater savings may be realised given that 1) drivers are likely driving slowly in 

response to the current, relatively generous, run-times and 2) we have not 

estimated any associated savings in peak vehicle requirements.  

 Targeted service reductions – we also considered how to achieve a 20% reduction 

in operating costs by way of targeted service reductions. Reductions of this 

magnitude were found to affect a relatively small number of journeys, with initial 

estimates of patronage and revenue losses in the order of circa 5% p.a. While we 

have not analysed the coverage impacts of such a cut, we expect they would be 

relatively significant because these services are unlikely to perform well on a cost 

per passenger basis. 

 Other public transport services – we considered a range of other public transport 

services delivered by ACTION, including school services, special needs services, 

and rural bus services. Special needs services and rural bus services were moved 

out of ACTION and into TAMS-PT, which is expected to save ACTION c. $1 million 

p.a. (though this is an increase for PT) and result in a better alignment between 

policy and financial objectives. 

 Capital investment strategies – proposed investment in new bus depots and 

ongoing fleet upgrades are expected to deliver annual operating cost savings of at 

least $0.5 million p.a. by 2020 by reducing ACTION’s dead-running and 

maintenance costs. The reopening of Woden depot would yield approximately $2.7 

million per annum in dead-running savings immediately, based on the 2014 network. 

The new Mitchell depot would operate at a net cost of $0.5 million p.a., but is 

required for operational purposes to provide future bus storage capacity. Light rail is 

also expected to yield significant operating cost savings to ACTION, although the 

costs of this would need to be appraised through a full network design process. 

                                                

17
 Separate analysis conducted internally by ACTION suggests that savings may be smaller at $2.3 million p.a.  
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7 Industrial Relations and Work Practices 

In this section, we examine Industrial Relations (IR) and Work Practices at ACTION. The 

following sections are structured as follows: 

 Section 7.1 considers industrial relations and the Enterprise Agreement (EA) 

 Section 7.2 considers resource management, specifically employee leave and relief 

ratios 

 Section 7.3 considers fare revenue protection practices and costs 

 Section 7.4 summarises our findings 

7.1 IR & the EA 

7.1.1 Introduction 

This section examines how ACTION’s IR practices and EA may contribute to the high 

costs observed previously in Section 3. The relative competitive position of ACTION was 

highlighted in a benchmarking report prepared by INDEC Consulting in March 2013. The 

draft executive summary to this report states: 

“After normalisation, the variance in cost between ACTION Buses and the 

hypothetical “efficient benchmark operator” is $31.61 million. The efficient benchmark 

operator is based on a weighted average of selected Sydney, Melbourne, Perth and 

Adelaide operators.  

$27.28 million of this relates to higher salaries and wages rates as well as generous 

leave provisions afforded to employees as a result of the ACTION Buses and TAMS 

Employment Agreements. As these are award related, they would likely be incurred 

by any operator contracted by Government to provide services in ACTION Buses 

area of operation and accordingly, passed on to Government.” 

This benchmarking report is discussed in detail in Section 2.3. Here we explain how 

ACTION’s costs are related to IR and work practices. We first review the EA and then 

present an example of how clauses and work practices specified therein, specifically block 

shifts, lead to inefficient outcomes. We finish this section by estimating the costs 

associated with a number of individual EA clauses. 

The context of our IR and EA analysis approach is depicted below: 
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7.1.2 Reviewing the EA 

Previous work has identified the following key issues with the EA. 

1) Back pay – CORE: The ‘core’ part of the EA contains the date of effect for pay rises 

(cl. 2.2). The first pay rise was 1 July 2010. The EA was certified by Fair Work 

Australia 14 months later on 28 September 2011. Once Government agrees to a 

date for payment then there is no incentive for unions to agree to any reform. EA 

pay rises applying from the date Fair Work Australia certify the EA would contribute 

to a speedier and more efficient process. We note that the AMWU has indicated 

disagreement with this observation. 
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2) Composite plus penalty rates: Drivers and Transport Officers are paid a composite 

rate salary which includes a penalty component for public holidays, weekend work 

and other allowances and penalties (schedule 2, cl. 3.2). Despite this rate being 

negotiated several years ago, there has been a gradual “creep back” of these 

penalty payments. There are 11 public holidays specified in the ACTION EA that 

were originally included as part of the composite rate of salary. Of these, eight for 

Transport Officers and seven for Drivers have been re-negotiated back in to the EA 

resulting in additional payments. There are also additional penalty payments for late 

night driving, New Year’s Eve, 5 hour blocks, casual, etc. The composite rate should 

be comprehensive, with extra payments for additional public holidays and other 

work resisted. 

3) Staffing Levels and management prerogative: Staff levels are specified, e.g., cl. 7.1 

Transport Officers will be 32, cl. 3.1.2 Workshops 94 full time and 15 part time, cl. 

3.2.1 one maintenance staff per 11 registered buses, 60% full time drivers and 40% 

part time. Removal of these clauses would allow more flexibility and enable 

ACTION’s managers to actually ‘manage’ the business. (Since this time the 

requirement for specified workshops full and part time staff has lapsed) 

4) Purchased leave in workshops: The workshops schedule includes an automatic 

entitlement of two weeks’ purchased leave per year. This is additional to Annual 

Leave. Employees not wishing to participate in purchased leave are required to ‘opt 

out’. These provisions should match the “core” conditions, where purchased leave is 

subject to approval and operational requirements. While purchased leave itself is 

recognized as a valuable ‘work-life balance’ mechanism, and is not a direct financial 

burden on the organization, the absence of a key employee and/or the need to 

cover the absence (usually via overtime) does impose a significant additional cost. 

5) Casual drivers – conversion to permanent employment: Clause 32 allows for casual 

drivers to have the “right” to convert to permanent employment after 12 months’ 

employment as a casual. 

6) Work Life Balance – CORE: The “core” part of the EA contains Section E – Flexible 

Working Arrangements and Employee Support. These provisions, although 

designed to meet a definition of a ‘family-friendly employer’, severely restrict 

operations. It is important that via constructive dialogue that the operational 

requirements of the business are recognised as of equal priority. 

7) Joint Selection Committees CORE: TAMS HR policy is to conduct selection through 

use of Joint Selection Committees (JSC). Although decisions of a JSC are non-

appealable, resources are constrained in choosing two of the three panel members 

as union-agreed (cl. B3). 

8) Overpayments – CORE: Clause D.5 specifies that where an employee does not 

agree to a recovery rate, the overpaid monies will be recovered at 10% of the gross 

fortnightly salary. This would seem abnormal, particularly where the overpayment is 

made as a lump sum.  Rate of recovery is also constrained by current legislative 

requirements and finance past practice. 

9) Outsourcing and the Use of Contractors – CORE. Clause B.12 places unnecessary 

and inconvenient restrictions on the use of contractors. Unions have (effectively) a 

‘veto’ authority on management’s use of contractors, which again removes 

ACTION’s manager’s prerogative to manage the business. 
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“The ACTPS is committed to promoting permanent employment and job security for 

employees within the ACTPS and accordingly agrees to the provisions in this clause.  

B11.2 The ACT Government is committed to:  

a) minimising the use of consultants/contractors across the ACTPS;  

b) minimising the use of sub-contractors and increase the use of direct 

employment of workers across the ACTPS;  

c) reviewing and assessing outsourced services with the ambition of returning 

these to direct ACT Government provision where the review demonstrates a 

beneficial outcome to the community;  

d) supporting direct employment relationships, but where sub-contractors are 

operating, that industrial and legal mechanisms to protect their rights, be 

developed and implemented.” 

It is our belief that the clauses in CORE B.12 are incompatible with cost-effective 

management of a commercial bus service and that the principles in the EA will need to 

be reviewed if Option A or Option B service delivery options are selected. 

MRCagney’s initial review examination of the EA identified the following two aspects that 

are likely to contribute to ACTION’s higher operating costs: 

 High rates – The overall rate per hour paid to ACTION employees is significantly 

higher than other bus operators in comparable jurisdictions. While the unusual 

nature of the composite rate arrangements makes precise like-for-like comparisons 

more difficult, on average ACTION driver pay is $21,883 p.a. higher than 

comparable operators in NSW and SA (cf. Appendix D.1). 

 Complexity – the EA is significantly more complex than that found in other 

jurisdictions, mainly because core ACT public service content is embedded in the 

document together with the specific industrial and operational content. The EA 

document contains 246 pages of content versus that of a typical private operator, 

e.g. Torrens Transport SA EA, of less than 50 pages.  

In our professional opinion, the net result of the complexity is an increase in public service 

conditions, as well as goals and governance expectations which are not compatible with 

operational efficiency. The EA contains a number of specific clauses that give rise to 

and/or maintain restrictive practices within ACTION, which restrict management’s ability to 

exercise normal decision-making processes. In many ways, the EA can be considered to 

embed high costs, operational inefficiency, and inflexibility throughout ACTION’s 

operation. 

Our review identified several clauses that are in tension. Despite the EA containing broad 

statements supporting efficiency and cooperation, no specific efficiency requirements are 

expressed in the document. Moreover, there are additional industrial clauses and 

practices that directly prevent efficient operations, e.g. relating to use of casuals.  

Specific clauses we considered are likely to give rise to inefficiency and increased costs 

include: 

 Reduction of driving time as a percentage of paid time, i.e. reducing kilometre per $ 

and increasing the $ cost per kilometre 
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 Increasing the likelihood of leave and the need to cover work, thus increasing costs 

per kilometre and per driver 

 Restricting management efficiencies and network improvements, such as removal of 

excess time from runs and improvement of utilisation of fleet, i.e. attempts at 

improving yield 

 Prevention of the realisation of savings through preservation of saved ‘non driving 

time’ until shifts are spilled (27.3.4 no change to allocated shift will reduce paid 

hours. Hours will only be reduced if a shift is vacant or at the time of the shift spill) 

 Restricting changes of bus type or run type through the driver shift ownership 

system and need to seek driver agreement for change 

 Limiting the mix of full time and part time drivers within the organisation thus forcing 

up the level of ‘makeup time’ in shifts 

 Limiting the number of split shifts, thus inflating full time shift requirements and 

make up time 

 Compromising the intent and value to the organisation of the original composite 

payment rate through clawback of penalties for public holidays 

 Fixing ratios and staff numbers, i.e. Transport Officers, Mechanics etc. and 

specifying hours of work, thus restricting best application of resources at the most 

appropriate mix 

 Building in ongoing weekend overtime (workshops) without regard to the need to 

work it or the need to obtain approval 

 Preventing the reorganisation of shift structures that better suit the changed peak 

demand for maintenance 

As illustrated in Figure 22, IR and EA has flow-on effects for ACTION’s overall cost and 

efficiency.  

Figure 22: Summary of Improvement and Costs Realisation Process 
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This also highlights the high level of complexity and difficulty facing managers in 

administering the terms and agreements within the document, while also delivering 

efficient bus operations. In the following section we consider a detailed example of how 

inefficient IR practices, such as block shifts, contribute to inefficiency. 

7.1.3 Block Shifts – An Example of Inefficient IR Practices 

In this sub-section we consider block shifts as an example of the operational inefficiencies 

that follow from EA clauses. “Block shifts” refers to how the driver is expected to work is 

split into chunks across the day and week.  

At present the EA guarantees 8 hours per day. This means that no full time shift can be 

less than 8 hours a day. Thus every shift which is less than 8 hours needs to be made up 

with stand-by time. This in turn creates higher levels of non-productive standby time. 

Current total standby time for the network represents $3,221,026.00. While this total is not 

directly attributable to IR and EA limitations it demonstrates the extent of non-driving time. 

Hypothetically, under a new block & rolling shift arrangement and with use of HASTUS to 

optimise shifts, considerable standby time could be saved, although this would be subject 

to enterprise agreement negotiations. 

Most bus operators specify a 38 or 40 hour week, within which shifts can vary in length. 

Moving to a 40 hour week (rather than a 5 day, 8 hour day system) would reduce the 

standby time required and result in direct cost savings through the elimination of make-up 

time to 8 hours. Shifts could be allowed to vary between 6 and 10 hours, for example, in 

order to aggregate to 40 hours with the last shift of the week attracting a one time and 

smaller standby time to round to 40 hours. Not all make-up time is non-productive time. 

The daily and weekly approaches to setting block shifts are illustrated below, along with 

their impacts on stand-by time. The top part of the diagram shows the ‘guaranteed 8 

hours’ per day scenario currently used by ACTION. In this case, stand-by time is required 

to top up each daily shift.18 The lower part of the diagram, in contrast, shows the 40 hours 

per week approach. In this scenario the daily shifts may be of different lengths (as 

generated by HASTUS), where stand-by time is only used on the final shift to make-up the 

40 hour week. This would not alter the actual rostering process or frequency, merely the 

business rules within HASTUS by which the shifts are constructed. Below is only a ‘not to 

scale’ representation of the issues. 

                                                

18
 The 24 minutes stand-by time is for ‘other duties as required’ but in reality is insufficient for driving related tasks other 

than signing off and/or signing on. We have established that via the use of Hastus standby time is applied as often as is 
possible to absorb or partly absorb the standby time 
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Figure 23: Effect of Block Shifts on Standby Time and Network Costs 

 

The 40 hour week and lines of work option is more efficient because it results in less 

stand-by time. While HASTUS can be used to optimise individual 8 hour ‘driving’ shifts per 

day, the additional constraint this imposes on overall operations is likely to lead to higher 

costs generally. We also note that part of each shift is banked for the driver so that it 

aggregates over 21 weeks allowing a week of ‘leisure’ leave in week 22. This can 

represent another 2.5 extra weeks of leave per annum for each driver, with additional 

relief requirements the main consequence. Currently the total standby time from the 

guaranteed 8 hour shift model amounts to approximately 57,797 hours p.a. and this 

represents $3.22 million p.a.19 Only the non-productive portion of the standby time is 

counted within the EA cost savings in 7.1.4. 

7.1.4 EA Cost Savings 

In this section we estimate potential savings from addressing the more significant IR 

clauses and practices that contribute to cost and that differentiate ACTION from other 

operators. Detail for these costings is included in Appendix D.2. 

We offer no commentary on these other than the overall effect on cost, whether the 

practice is restrictive and how these may be improved. 

The specific EA and industrial relations clauses we have examined and broadly costed (as 

per the agreed scope for this project) includes: 

 10 minute rule (now regarded as the 22 minute rule) 

 60:40 full time, part time mix 

 Union delegates non-driving time 

                                                

19
 We note that on weekday school days there is 29.13 hours’ standby time per day. For 534 shifts at $55.73 per driver 

hour this is $1,623.41 per day. On non-school weekdays there is 38 hours’ standby time per day for 525 shifts or 
$2,117.74 per day. Standby time does not occur on weekends (drivers are paid by the minute). If ACTION moved to a 
guaranteed 40 hour week, rather than guaranteed 8 hour shifts, standby make up time would only occur on the final shift 
of the week in order to round off the 40 hours requirement i.e. it would only occur once per driver per week which would 
effectively minimise it as an inefficiency. 
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 WH&S representatives non-driving time 

 Redeployed staff costs 

 Number of Transport Officers locked  

 Standby time & guaranteed 8 hour day 

 No bus changes without driver approval 

 Inability to add a school run without driver approval 

 Union timing of bus runs 

 Repetitive running rule 

 Start-up time 

 Savings from shifts – driver keeps value 

 Public holiday pay regained 

In Table 51 we present our estimates of the potential cost savings that could be made 

from changes to specific clauses of the EA. 

Table 51: EA Cost Savings 

Item # Description Cost value Comment Potential savings 

1 10 minute rule 

(now regarded as 

the 22 minute 

rule) 

 

$5,674,205 p.a. overall for the 

full 22 minute break and this 

represents an increase of 

$3,095,021 over the original 

10 minute break. 

ACTION are pursuing 

legitimate options to 

recover the increase 

through shift redesign. 

This amount cannot be 

validated until a test 

network is run in Hastus 

during late February 

2015. Savings have not 

been included pending 

this validation of the cost 

value. 

Nil 

2 60:40 full time, 

part time mix 

 

This cannot be determined 

without re-running HASTUS 

Network but contained within 

overall standby time costs. 

Not counted as separate cost. 

Restrictive practice, 

inflates cost per km. 

No savings identified as 

bound within overall 

network rules. 

$0 

3 Union delegates 

non-driving time 

$108,430 p.a. Recently, paid hours 

were reduced but this is 

still a large cost. 

Savings counted 

through removal during 

next EA negotiations. 

$108,430 

4 WH&S 

representatives 

non-driving time 

$8,025 p.a.  Not a large cost. 

Legitimate safety 

improvement activity. 

No saving 

$0 

5 Redeployed staff 

costs 

Current annual costs of 11 

redeployed staff is 

$1.204 million (total salary, 

Comcare and on-costs). 

The pay out of these 

employees represents 

$492,331 based on their 

entitlements at termination. 

Average payback period is 

2.44 years. 

This is technically not an EA 

cost and hasn’t been included 

in the total. It is however a 

Inflates operating costs 

and lowers kilometres 

per driver.  

Included as a saving 

pending management 

decision on payout of 

employees. This is 

likely to become an 

industrial issue. 

Savings through early 

payout are $711,737. 
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Item # Description Cost value Comment Potential savings 

cost. 

6 Number of 

Transport 

Officers locked  

 

Total cost of all Transport 

Officers represents 

$6,106,711. 

Excess cost above 

requirement $698,000, to be 

adjusted via structure change. 

Restrictive practice 

should be examined in 

context of changes to 

Public Transport & 

ACTION structure. 

No savings unless 

removed at next EA, 

then savings from 

structure savings and 

movement to Public 

Transport. 

$698,000 saving 

7 8 Hour 

guaranteed work 

day 

Total standby time for the 

network: 

57,797 standby hours @ 

drivers rate $55.73 = 

$3,221,026 

 

The unproductive component 

of this attributable to IR/EA 

limitation is $810,276 

Inefficient practice 

created by 8 hour 

guaranteed day, driver 

shift ownership and 

composite rate. 

More significant 

savings of standby time 

could occur if block 

rolling shifts and 40 

hour week were 

implemented. 

Savings of $3,221,026 

via EA negotiation. 

Notwithstanding the 

above, Incremental 

savings are possible 

via HASTUS 

continuous 

improvement of shifts 

(progressive removal of 

standby time). 

Suggest that as a 

minimum that 50% of 

the unproductive 

component will be 

removed via 

incremental 

improvement alone. 

See item 10 for typical 

saving. 

$405,138 over 3 years 

of network life. 

8 No bus changes 

without driver 

approval 

$732.00 – low cost This is essentially an 

admin cost. It causes 

inertia and slows 

continuous improvement. 

 

$732.00 savings to be 

removed at next EA. 

9 Driver approval 

required to add a 

school run 

$732.00 – low cost This is essentially an 

admin cost. It causes 

inertia and slows 

continuous improvement. 

$732.00 savings to be 

removed at next EA. 

10 Union timing of 

bus runs 

 

Sample network review saving 

Network 12 to 12.5 was 

$401,922.51. 

This has in the past 

resulted in ‘conservative’ 

timings. Use of RTPI and 

netBI can provide more 

realistic timings. 

No cost, no saving, as 

this practice no longer 

in place 

$0 

11 Repetitive 

running rule 

Not calculated as no longer in 

place. Cannot calculate this 

without re -unning network in 

HASTUS with rule switched 

back on. 

No longer in place No cost, no saving. .as 

this practice no longer 

in place 

$0 
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Item # Description Cost value Comment Potential savings 

12 Startup time 

 

Whole start-up costs = 

$4,709,488 p.a. currently. 

If reduced by half these would 

be $2,354,744. 

This is reasonable relative to 

private providers. 

Relative to other private 

operators these are 

excessive. Improvement 

of pay in and counting 

technologies as well as 

startup process should 

have resulted in 

reduction in sign off 

times. 

$2,354,744 

to be removed via EA. 

13 Savings from 

shifts – driver 

keeps value 

Cost of deferred savings 

=$100,480.62 

This delay inflates costs 

in that it retains 

inefficiency for as long as 

possible. 

$100,480.62  clause to 

be removed via EA. 

14 Cannot increase 

number of split 

shifts 

Cannot be determined without 

re running HASTUS Network 

but contained within overall 

standby time costs. 

Restrictive practice, 

inflates cost per km. 

No savings unless 

removed at next EA. 

15 Public Holiday 

Pay regained 

$1,065,933 p.a. Contradicts the principle 

of ‘not paying a penalty 

on a penalty’ 7 of 11 

public holidays regained. 

Integrity of composite 

rate diminished. 

$1,065,933 to be 

removed via  EA. 

 Total Cost $14,436,308 

This figure represents the total 

impost or cost of the clauses 

Savings Total Savings = 

$5,445,926 

*does not include the 

value of recovery of the 

22 minute rule. 

This figure represents 

what potentially could 

be saved via EA 

negotiation and 

changes to practices. 

All of these potential savings are subject to successful enterprise negotiation. There is a low likelihood of anything 

other than minimal incremental improvement within the period of the current EA. In our view implementing these 

savings will most likely require up to 3 EA cycles to achieve regardless of service model chosen. See Appendix D.3 

for calculation and costings. 

7.2 Resource Management 

This section considers various aspects of ACTION’s resource management, specifically: 

 Employee leave, including assumed requirements, types of leave, and costs 

 Relief ratios, both standard and emergency 

 Driver over-time 

Many of the issues with resource management flow directly from the issues with IR and 

the EA which were discussed in the previous section. 
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7.2.1 Employee Leave 

7.2.1.1 Assumed Requirements  

Overall resource levels are normally set by taking into account both network 

requirements and aggregate leave requirements, as required by the EA. 

Figures indicate that ACTION are now covering 10.5 weeks of leave p.a. (personal plus 

annual leave) for all full time drivers with relief drivers. This is because the overall 

resource availability has been impacted by the current level of overall leave. 

The Network 14 costing was based on an assumption of only 4 weeks annual leave and 

2.5 weeks of personal leave being taken, which appears to be understated compared to 

current leave patterns. This in our view is a pointer to the overall cost variance in 

Network 14, i.e. actual costs as compared to the projected network costs. 

In the ACTION environment an additional group of emergency relief drivers is rostered 

each day at each depot (13 per depot). This is in addition to the normal relief 

establishment required to deal with annual and other leave, training etc. Where the 

normal relief does not meet leave or absence requirements, then the emergency spares 

available fill any additional requirement. 

The progressive addition to an extension of leave allowances, the number of types of 

leave, and the current level of leave taken per employee indicates the need for a review 

and adjustment of the base level staffing numbers as the overall percentage of 

productive time has fallen. It is our view that the allocation of resources for coverage of 

leave is currently insufficient. Whether current levels of leave are appropriate is a 

separate question. 

7.2.1.2 Leave Types 

The main  key leave types for standard relief purposes are: 1) Personal Leave 

(incorporating sick leave); 2) Annual leave; 3) Leisure leave; Appendix D.3 maps these 

leave types directly to EA requirements 

An examination of the ACTION leave environment indicates that employees are entitled to 

37 leave categories. Some of these are sub categories of the primary leave types: 

1) Personal Leave 

2) Leisure Leave 

3) Long Service Leave 

4) Annual Leave 

5) Purchased Leave 

6) Public Holiday Leave 

7) Compassionate Leave 

8) Maternity Leave 

9) Special Maternity Leave 

10) Primary Care Giver Leave 

11) Parental Leave 

12) Bonding Leave 

13) Grand Parental Leave 

14) Adoption or permanent care Leave 

21) Attend sporting event as an accredited 

competitor or official  

22) Attend as a witness 

23) Attend NAIDOC week activities 

24) Attend proceedings at Fair Work 

Commission 

25) Campaign for an election 

26) Cope with a disaster 

27) Defence Reserve 

28) Donate an organ 

29) Donate blood 

30) Engage in employment in the interests 

of defence or public safety 

31) Engage in employment in the interests 
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15) Foster and Short Term Leave 

16) Leave for Domestic Violence  

17) Recovery Leave 

18) Accompany domestic partner on a 

posting 

19) Attend Aborigine or Torres Islander 

ceremonies 

20) Attend Aborigine or Torres Islander 

meetings 

of ACTPS 

32) Hold a full time office in a staff 

organisation 

33) Local government purposes 

34) Operational service personal leave 

35) Religious purposes 

36) Returned soldiers for medical 

purposes 

37) Take leave where leave cannot be 

granted under any other provision 

7.2.1.3 Driver Costs  

Table 52 summarises costs of driver by type (NB: Not all 37 payroll leave types are 

represented within the payroll system, which makes it difficult to perform detailed analysis 

and acquittal by leave type). 
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Table 52: Analysis of Driver Costs 

 

Payroll work category Dollars Hours Rate 

1 Ordinary Wages/Ordinary Hours (230) $30,588,193 903,448 $33.86 

1 Ordinary Salaries/Split Shift Penalty 12.5% (211) $1,358,355 
  

1 Ordinary Wages/Casual Hours (011) $863,484 21,261 $40.61 

2 Overtime Drivers O/Time/OT 1 M-F (107) $3,000,356 88,319 $33.97 

2 Overtime Drivers O/Time/OT 1 Weekend (108) $2,782,730 81,449 $34.17 

2 Overtime Overtime/Penalty 150% (143) $11,706 322 $36.40 

2 Overtime O/Time/Penalty Rate 75% (148) $8,992 356 $25.26 

2 Overtime Overtime/Penalty 100% (142) $37,878 1,096 $34.55 

2 Overtime Overtime/Penalty 200% (144) $9,767 200 $48.84 

2 Ordinary Bus Drivers  Wages (61007) $35,687 600 $59.48 

 Sub-total 1 $38,697,147 1,097,051 $35.27 

3 Sick Leave SLE/Sick Leave FP with MC (191) $1,600,525 47,649 $33.59 

3 Leisure Wages/Leisure Leave (045) $1,108,419 32,761 $33.83 

4 Other Leave Wages/Maternity/Bonding Leave Half Pay 

(082) 
$77,250 4,567 $16.92 

4 Other Leave Wages Defence Training & Enlistment (124) $4,552 132 $34.41 

4 Other Leave Wages/Approved Leave (131) $536 16 $33.84 

4 Other Leave Wages/Bereavement Leave (121) $26,458 782 $33.84 

4 Other Leave Wages/Emergency Services (125) $1,340 40 $33.84 

4 Other Leave Wages/Jury Duty (128) $536 16 $33.84 

4 Other Leave 

Wages/Maternity/Bonding Leave Full Pay 

(081) 
$4,683 138 $33.84 

4 Other Leave Wages/NAIDOC (123) $528 16 $33.34 

4 Other Leave Wages/Public Holiday (149) $1,065,934 31,413 $33.93 

4 Other Leave Wages/Emergency/Special Purposes (122) $1,040 32 $32.83 

4 Other Leave Wages/Sporting Leave (132) $31,976 943 $33.92 

 Sub-total 2 $3,923,774 118,503 $33.11 

5 Super  ESC-Bus Drivers (62102) $3,321,290     

5 Super  Prod-Bus Drivers (62201) $2,688,317     

  Super  Prod-PSA Staff (62206) $96,322 0   

  Super  ESC-PSA Staff (62107) $346,329 0   

 Sub-total 3   $6,452,258 0 $0.00 

6 AL AL-Bus Drivers (63002) $2,716,855 83,406 $32.57 

7 LSL LSLE-Bus Drivers (65001) $1,068,949 51,186 $20.88 

8 Suspense Wages Suspense (61001) $257,930 0 
 

8 Drivers Red Bus Drivers Redundancies (61023) $7,381 0 
 

  AL AL-PSA Staff (63006) $168,697 5,132   

  LSL LSLE-PSA Staff (65006) $60,130 2,037   

 Sub-total 4  $4,279,942 141,762   

Grand total $53,353,122 1,357,317 $39.31 

  *Data source – Figures sourced from netBI analysis report of Aurion payroll system 

Input of data by payroll type is performed by depot staff as absence occurs.  

Leisure leave (accrued days off) is a particularly interesting issue. Here, leave is accrued 

by deducting (24 minutes) from each 8 hour shift. Theoretically this 24 minutes can be 

partly gained from non-productive shift time ‘make up time’. This accrual provides 1 

additional week off each 21 weeks, or 2.5 weeks on average per year, that must be 

covered by the relief ratio. 
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Leisure leave refers specifically to Schedule 2, Clause 24.2, of the EA: "The 

accrual of rostered days off will occur for twenty one weeks and the accrued leave 

will be taken on the twenty second week". This links back to Clause B8 in the core 

agreement, Accrued Days Off (ADO). 

Leisure leave is costed at $1,108,419 p.a. Given the extremely large value of the leisure 

leave component we recommend further examination of the other duties component of 

standby time with a view to improving the overall validity of ‘other duties’. The cost of 

leisure leave is mainly represented by the increased leave ratio required. 

Sign on and off time is costed within the EA and IR costs sections 

7.2.1.4 Leave Summary 

In summary, there are two main types of leave: 

 Authorised leave (organised prior to absence). This is leave where an application is 

submitted and approved. There are 37 leave categories that can be applied for at 

ACTION due to the extension of the generous ACT public service leave entitlements 

to ACTION. 

 Unexpected leave (absence has not been pre-approved but can be approved post 

leave). The key issue with unexpected leave is the impact it has on the operation 

both in respect to spares ratio and utilisation, but also on unexpected overtime and 

on fatigue if rates of overtime are high for long periods and if the spares ratio is 

continuously exceeded. Additionally there is an impact on bus service provision i.e. 

‘cut services’ 

In most industrial settings, so-called “unexpected leave” would be synonymous with 

unauthorised leave and therefore attract sanctions and performance modification 

supervision. In ACTION’s case, the 37 types of leave available mean that in reality there is 

every likelihood that an employee will have all leave approved (even in retrospect) 

whether it is taken with or without pre-approval. 

The application of 37 leave types to a commercial operating environment may partly 

explain why ACTION’s leave costs relative to other jurisdictions are so high, and in turn 

why the kilometres driven per driver are so low. That these leave types are tightly defined 

within the EA also indicates little or no likelihood of reducing these costs in the short term, 

other than by tightening supervision of leave processes and adjusting relief ratios. 

This complexity is compounded by payroll issues. ACTION’s payroll data with regard to 

leave is poorly defined, difficult to use, does not align to the EA types (such that each 

category can be deconstructed), and has not been updated or reconciled for nearly 4 

months.  

The complex leave environment makes absence management extremely difficult. Given 

that labour costs are such a large component of ACTION’s overall costs, we recommend 

specialist positions in the ACTION structure are developed to manage, reconcile and 

analyse payroll. These positions are discussed and costed in in Section 8. We 

fundamentally question whether the ACT can afford to provide generous public service 

leave provisions to the ACTION bus service. 
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7.2.2 Relief Ratios 

In this sub-section we consider ACTION’s management of relief ratios. These ratios come 

in two forms: 1) The standard relief ratio is designed to deal with the required leave and 

programmed absences, while 2) the emergency spares ratio is designed to manage the 

impact of unexpected absence. The emergency spares drivers represent additional cost 

beyond the standard relief ratio, where the latter is already high.  

Logically, the cost of the emergency spares ratio is the pseudo-additional ‘cost of 

unforeseen driver absence’, i.e. if all scheduled drivers attended work as rostered then 

emergency spares would not be required and the cost would not be incurred. However, if 

the emergency spares ratio is insufficient, then this compromises ACTION’s ability to 

deliver the network, i.e. services may be temporarily cut.  

That is not to say that ACTION could ever achieve zero unplanned absences, merely this 

is a statement that the cost of spares represents the actual cost of covering unplanned 

absence, in addition to the actual absence cost itself and the normal relief costs that are 

already built into the network. The following two sub-sections analyses the standard and 

emergency relief ratios currently used by ACTION. 

7.2.2.1 Analysis of Standard Relief Ratio  

A general relief ratio applies to cover all programmed leave and absence and is based on 

the network requirement for drivers, plus the likely leave and absences. Any shortfall or 

error in this ratio is likely to place additional pressure on the daily emergency spares ratio 

(which is discussed in the following sub-section). 

For Network 14 (2014) the standard relief requirement to cover full time leave has been 

calculated at: 83 full time staff and 38 part time staff for a total of 654 drivers (326 full time 

and 207 part time). 

This is calculated using: 4 weeks annual leave plus 2.5 weeks personal leave, 1 week 

long service leave and 3 weeks sick leave (i.e. 10.5 weeks of leave coverage for 326 full 

time drivers) and 3 weeks annual leave, plus 1 week personal leave, plus 1 week long 

service leave and 3 week sick leave for 207 part time drivers. 

Current ACTION calculations are: 

 (4 + 2.5 + 1 + 3) * 326 / (52 - 10.5) = 83 approximately full time relief 

 (3 + 1 + 3 + 1) * 207 / (52 - 8) = 38 approximately part time relief 

Given that drivers appear to be taking most, if not all, of their leave entitlements, we 

believe that this calculation does not adequately cover the current leave relief 

requirements sufficiently. A more complete review of the relief calculation formula is 

warranted. 

7.2.2.2 Analysis of Emergency Relief Ratio (daily spares ratio) 

Good practice dictates the emergency relief ratio should be set as low as possible so as to 

avoid waste, while ensuring scheduled services are also operated. To this purpose it may 

be prudent to drive this ratio down rather than allow unassigned relief capacity to occur. 

Applying the emergency relief ratio of 0.05 (which is currently used by ACTION) against 

533 day time shifts indicates the need for 26 week day emergency spares (rounded 

down) or approximately 13 per depot. There are also 144 Saturday shifts and 106 
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Sunday shifts, but these are not covered by spares and do not attract an emergency 

ratio. Emergency relief drivers are full time drivers who are assigned an 8 hour shift. 

The cost of maintaining such an emergency ratio is calculated by establishing the number 

of spares required per day for the operational year multiplied by the daily driver rate as set 

out below: No of depots 2 * (Weekdays 197 + school holidays 44) * no. of spares 13 * 8 

hours * $55.73, from which we calculate total emergency relief costs are $2,793,633 p.a. 

Adjustment of the emergency ratio would normally be continuously reviewed in the light of: 

 Any continuous shortfall in the number of spares as indicated by how many runs 

have been cut due to driver non-availability; and/or 

 Continuous excess of spares, i.e. number of drivers not able to be assigned work. 

We understand that tracking of the utilisation of the emergency ratio does not currently 

occur, which in turn means that we are unable to draw proper conclusions with regard to 

its suitability. As a first step to rectify this we recommend emergency relief utilisation is 

recorded at both depots. This would involve, at a minimum, recording the number of 

emergency relief drivers rostered daily and the number who were subsequently not 

given duties. 

We understand that on some days the unexpected absence rate is exceeded (i.e. the 

emergency relief ratio does not cover the shortfall and services are being cut), while on 

other days the absences are below expectations and the resource may be wasted (i.e. not 

assigned work but paid 8 hours). The potential for savings in emergency relief and/or 

improvements in network delivery therefore depends on whether there are any predictable 

trends or patterns in the utilisation of the emergency relief that is currently available. 

Discussions relating to the mechanism for setting the spares ratio at ACTION indicates 

that the number may not have a scientific basis, and rather is simply ‘sufficient to ensure 

that we can cover our scheduled runs’, i.e. enough for the starters’ comfort. In terms of the 

potential for savings, if the ratio was to be adjusted downwards by two drivers per depot 

then this would deliver potential savings of $214,894 p.a. per depot, or $429,788 p.a. in 

total. 

In our research we have established that the typical daily emergency spares ratio for other 

jurisdictions is also around 0.05% of the total number of duties or shifts (phased over the 

day). For 533 week day shifts this would calculate to a requirement for 26 (or 13 per 

depot) which is the current ACTION number. Given that driver overtime at ACTION does 

not involve a penalty if the driver is already on duty then it is relatively easy to cover two 

shifts by the OT method rather than via the spares mechanism. 

7.2.3 Driver Overtime 

Overtime usually occurs for key reasons, including but not limited to: 

 Driver is late on run return to depot and is out of shift, i.e. his/her shift exceeds set 

timings 

 Charter work requirement 

 Sick replacement (insufficient spares) 

 Failed service (replace driver or bus) 

 Breakdown delay 

 Overtime for public holidays (with penalties – regained from composite rate) 
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Driver overtime is normally a function of an insufficient emergency relief ratio, additional 

unforeseen duties or where in other situations the roster could not be filled with the 

available resources outside each employee’s normal hours. At ACTION, weekend 

rosters are substantially filled through the use of voluntary overtime albeit only at the 

composite rate. In addition, casuals are called if insufficient spares are available and 

overtime is usually offered to existing shift drivers rather than calling drivers in. The TO3 

starter position point is the approval point for overtime.  

Table 53 summarises driver overtime from payroll for year ending 2014. 

Table 53: Summary of Driver Overtime – Financial Year Ending 2014 

Type of overtime Cost Hours Hourly rate 

Driver Overtime – Monday to Friday  $3,000,356.08 88,319 $33.97 

Driver Overtime – Weekend  $2,782,729.68 81,449 $34.17 

Overtime/Penalty – 150%  $11,706.40 322 $36.40 

Overtime/Penalty – 75%  $8,991.51 356 $25.26 

Overtime/Penalty – 100%  $37,877.56 1,096 $34.55 

Overtime/Penalty – 200%  $9,767.46 200 $48.84 

Totals $5,851,426 171,742  

  *Data source - figures were sourced from netBI analysis report of the AURION payroll 

 

We find driver overtime cost $5.9 million p.a. or 171,742 hours (21,468 driver days) in 

the FY ending 2014. This overtime is broken down broadly as follows: 

 $2.8 million p.a. (81,449 hours) is for normal weekend overtime, which is paid at 

the standard composite rate 

 $3.1 million p.a. (90,293 hours) is overtime for unexpected purposes including sick 

relief, insufficient spares and additional assignments such as charter, training and or 

work required to meet the network shift schedules outside the normal work hours of 

38 hour per employee per week. 

The second overtime item listed above appears to be excessive, and may in turn 

indicate that current general relief ratios are not sufficient.  This category should be 

managed more tightly and we recommend a target reduction of 10% 

ACTION indicate that driver overtime costs less than casuals due to the loadings paid to 

casuals. We consider this cost advantage is marginal, however, given that overtime 

incurs leave relief costs and can be paid at penalty rates above the composite rate for 

certain work days, e.g. public holidays. Once these factors are considered, driver 

overtime incurs a loading of 19% versus a casual loading of 22.5% (increasing to 25% 

on July 2015). On the other hand, casuals provide greater flexibility, e.g. minimum call in 

period of work is 3 hours, versus 4 hours call in for driver overtime. Using a driver 

already at work for overtime does not attract a minimum call in period, but is difficult to 

organise unless the driver is in the depot or otherwise contactable. 

In summary savings from reduction of the spares ratio at both depots are potentially 

$429,788 p.a while a targeted 10% reduction in driver overtime could provide additional 

savings of $3.1 million * 10% = $310,000 pa, these two items totalling $739,788. 
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7.3 Fare Revenue Protection 

The Phase 2 report identified the need for fare revenue protection, which was confirmed 

by a short sampling exercise. We understand ACTION have recently begun to address 

fare revenue protection by redirecting Transport Officers. While this is a useful first step, 

there is a need for a systematic analysis of issues and data so as to develop a rigorous 

program of fare revenue protection. 

The following sub-sections outline the requirements for the design of a more robust 

approach to fare revenue protection. These are structured as follows: 

 Definition 

 Leakage assessment 

 Program composition 

 Strategy development 

 Responsibilities 

 Initial revenue leakage assessment result 

 Areas of notable concern 

 Conclusions and recommendations 

7.3.1 Definition 

As defined in the Phase 2 report, fare revenue protection involves developing processes 

to preserve the fare revenue that is earned from delivering public transport services. 

The term ‘revenue protection’ is frequently misused to describe only fraudulent activit ies, 

whereas it actually considers the entire fare collection process, including: 

 Public and driver understanding of fares 

 Ensuring the security of collected revenue 

 Detection of fare evasion, fraud, petty theft 

 Performance of fare technology, especially failures leading to inoperability and 

revenue losses 

All these components will be covered in a fare revenue protection strategy. Such a 

strategy will be both proactive and reactive in its design and application. Proactive 

measures will tend to focus on data collection and analysis in areas that are known to 

be issues, while reactive responses will seek to quickly address specific areas where 

new issues arise to cause losses. 

7.3.2 Leakage Assessment 

The starting point for the design of any revenue program is an initial assessment of the 

level of leakage. As far as we have determined no comprehensive assessment of 

leakage rate has occurred to date.  

Such an assessment is not within the scope of this project, however in lieu of 

approximating leakage MRCagney has conducted a brief forensic sampling exercise to 

determine a rough initial position to inform our report and recommendations. 

This initial assessment exercise is presented in Appendix D.4. 
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7.3.3 Program Composition 

Following our Phase 2 report we were asked to provide a framework for the 

development of a fare revenue protection strategy and program. 

A framework is a document that outlines what strategy components are required and 

what and actions should be undertaken to deliver the formal program and strategy. We 

have developed this framework via reference to other state revenue protection strategy 

documents. 

We recommend that PT and ACTION should jointly develop the ACT revenue program 

and strategy via application of the framework below: 

 Statement of Intent 

 Responsibilities (ACT Government or operator) 

 Staffing of roles 

 Strategic goals for the program 

 An initial (and subsequent) assessment of the revenue leakage position 

 Development of the current baseline measurement from which improvement goals 

should be derived 

 Development of a comparative position statement with other jurisdictions 

 Mapping of potential areas of concern (Pareto) that can be input and shape the 

development of revenue leakage strategies 

 Identification of prospective measurements and KPIs and systems to provide data 

 Definition of areas requiring further analysis (including key performance indicators 

and how these will be tracked) 

 Method for measuring revenue leakage – which systems and technologies will be 

used (MyWay, netBI) 

 Specific issues to be addressed as indicated by initial data analysis i.e. school 

children, driver collection, fraud, unders-overs, MyWay module failure 

 Goal target for improvements (baseline, % improvement, time period) 

 Development of contingency strategies to reduce leakage: Strategies to deliver the 

improvements, i.e. driver training, driver collection protocol 

 Program approach for leakage monitoring, Key monitoring activities, frequencies, 

target number of checks, records, locations (i.e. interchange, on board) 

 Selection of reduction activities and programs for implementation 

 Setting of improvement goals (baseline, % target improvement, benchmark, actual) 

 Development of a detailed programs of work, i.e. improvements, technologies, 

training, activities and process changes 

 Development of ongoing monitoring programs based on leakage type, locations, 

routes, trips, times, demographics and based on detailed data analysis  

 Development of a program timetable – monthly, weekly, daily (activities, 

responsibilities, roles) 

 Assignment and monitoring of resources and schedule 

 Utilisation of smart tools for data capture and analysis, i.e. netBI, RTPI 

 Tracking of revenue reduction against targets 

 Enforcement, prosecution, fines, legislation linkages with process 

 Continuous improvement – change implementation, i.e. on-road replacement of 

MyWay modules 

 Reviewing and improving program activities 
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*Specification of the program would normally be managed by the Public Transport 

agency while some of the deliverables would be managed by the transport provider(s) 

i.e. ACTION. 

We suggest ACT Government and ACTION review fare current revenue management 

activities, strategies and plans from other jurisdictions as a basis for developing their 

own. 

Two such document links are provided below: 

http://www.theage.com.au/ed_docs/Metlink_revenue.pdf 

http://ptv.vic.gov.au/about-ptv/ptv-data-and-reports/2014-ptv-network-revenue-protection-plan/ 

7.3.4 Responsibility Split (Purchaser – Provider) 

As mentioned earlier, MRCagney see that revenue protection responsibilities are two-

part, with aspects belonging to both the purchaser (ACT Government) and the operator. 

These responsibilities would also be consistent with the inclusion of Capital Metro light 

rail. 

The ACT Government would normally be responsible for:  

 Development of the overall revenue strategy 

 Integration of the regulatory platform (legislation and regulation) 

 Design and management of the program of activities 

 Governance and policy development 

 Process and procedures 

 Resource provision 

 Public consultation and information provision 

 Technology selection and implementation (i.e. MyWay) 

 Audit compliance 

The Operator would normally be responsible for:  

 Fare collection 

 Driver conflict process and procedures 

 Training in conflict management 

 Job description role clarity around fare collection 

 On bus collection technology maintenance (MyWay); 

 Cash pay in process at the depot 

 Cash security at the depot 

 Cash acquittal and variance process 

 Reporting and variance paper work 

7.3.5 Initial Revenue Leakage Assessment 

7.3.5.1 Methodology 

As stated previously, a revenue protection strategy and all program activities should be 

based on an initial assessment of the baseline losses, the scale of the problem and the 

types of losses identified. Usually a Pareto analysis would then guide the prioritisation 

and order of improvement activities. 

http://www.theage.com.au/ed_docs/Metlink_revenue.pdf
http://ptv.vic.gov.au/about-ptv/ptv-data-and-reports/2014-ptv-network-revenue-protection-plan/
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To our knowledge ACTION have not performed such an assessment. During the course 

of this project we designed and implemented a baseline assessment process together 

with ACT Government personnel. This essentially sampled key data via netBI and also 

conducted a series of on the bus observations around key revenue leakage 

opportunities. 

Our initial work identified four main categories of potential revenue leakage20: 

1. Buses that run with ‘no fares’ collection due to MyWay module failure or other 

reasons 

2. Individual invalid transactions where there is no cash fare paid in lieu of an invalid 

transaction 

3. Buses not picking up passengers21 

4. Concessionary fare evasion (e.g. no valid schools MyWay card is used but the 

student is allowed to travel) 

In consultation with Public Transport staff we developed and implemented a reasonable 

approach to establishing the prospective revenue losses for items 1-3.22 Losses for 

these categories should provide insight into the magnitude of revenue leakage that 

future work could seek to address. 

We used the following data gathering approaches to quantify revenue losses from 

categories 1-3:  

 Category 1: Travelling ‘No fares’ losses  

 Extract ‘run no fares’ data examples using netBI for 80 day sample period 

 Measure a sample of the runs that have been run with ‘no fares collection’ 

(netBI data analysis) 

 Calculate the typical revenue collected for those runs 

 Estimate the revenue loss for the sample 

 Extrapolate ‘no fares’ for a the whole year 

 Category 2: ‘Invalid Transactions losses’ 

 Using an ACTION intern perform an on-bus ‘mystery shopper’ data collection 

exercise on multiple routes for one week (weekdays and weekend) 

 Measure the number of individual transactions that were invalid (no fare paid) 

and where the passenger was allowed to travel (direct observation) 

 Calculate the monetary loss per invalid passenger trip. Typical adult fare per trip 

= $1.88 

 Extrapolate the sample for a whole year 

 Category 3: Bus not picking up passengers: Using an ACTION intern perform a 

‘mystery shopper’ data collection exercise on buses on multiple routes for one week 

(weekdays and weekend):  

 Count number of passengers left at stop by bus where bus was not full 

                                                

20
 There are potentially several other categories of leakage, but these were seen as being relatively straightforward to 

detect in an initial assessment. 
21

 We expect that most passengers would be picked up by the following bus, but suggest that 10% would abandon the 
trip and therefore would represent a lost trip and revenue. 
22

 Item 4 could not be measured during our project but will require a more scientific approach to be developed in the 
future; experience in other jurisdictions, such as SEQ, have detected high levels of concessionary fare evasion, 
especially for non-aged based concessions such as tertiary students. 
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 Estimate the revenue loss for the sample 

 Extrapolate for a whole year 

7.3.5.2 Findings 

We acknowledge that ACTION are currently performing some revenue protection activities 

dealing with prospective revenue leakage situations. Currently: 

 Depots review the driver under- and over-reports (cash) each day. Drivers are 

spoken to if the system shows a discrepancy. 

 Drivers monitor MyWay card fare payments by students, supported by TOs. If a 

student repeatedly fails to produce a fare, the driver reports them to their customer 

service managers. The school will then be contacted about the student and TOs 

attend if necessary. 

 Driver-cancelled ticket reports are reviewed monthly by depots and any driver with 

abnormal cancellations is spoken to. 

Our loss findings on revenue leakage are summarised in Appendix D.4. From this we 

estimate the annual revenue leakage from these three factors is around $0.525 million 

on revenue of $22 million (2.4%), while patronage losses are estimated at 2.4%. We 

note that revenue leakage in most jurisdictions is between 5%-10% of revenue, which 

suggests these sources may account for approximately 25%-50% of total fare revenue 

leakage. The $0.525 million is categorised into inoperative MyWay modules 

($0.239 million or 1.1%), and invalid transaction losses ($0.286 million or 1.3%).  

While the study on invalid transaction losses was over a small period of time there were a 

number of observations relating to MyWay. These were: 1) MyWay raw data cannot 

provide the number of invalid transactions; 2) Transport Officers can reboot ticket 

machines (although we are unclear as to whether this occurs); and 3) Some buses are 

allowed to run up to 3 days without the MyWay module being swapped out. Ultimately, 

this suggests changes are required to ensure there is a sufficient bank of spares available 

and that modules are taken on-road to meet the bus as soon as possible to avoid running 

no fares. 

A formal revenue protection program could examine several other prospective leakage 

situations which were not examined here. Issues for future investigation are: 

 School fare evasion – non-valid MyWay cards. 

 Under and over driver pay in variation at the depot *Drivers must pay in their cash at 

the end of day and this must reconcile with the ticketing data. netBI can produce 

reports of variation. 

 Invalid console counting by driver, i.e. driver incorrectly uses a transfer as a count 

(this both inflates passenger numbers and creates a revenue shortfall). 

 Cancelled tickets. Where driver issues fare, takes money, then cancels fare within 

90 seconds but leaves money in till. 

7.3.6 Need for a Data Matching capability within ACTION 

While data matching the netBI data for the sampled ‘running no fares’ runs, we identified 

one driver and service where the bus operated continuously over days and weeks but 

collected ‘no fares’. 
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We hypothesised either the MyWay unit was continuously broken or alternatively that the 

driver did not pick up passengers on the run and subsequently collected no fares. On 

further examination and in consultation with ACTION it appears that the driver was picking 

up the bus at start of day and not running the first service, and then proceeding to the start 

point of the second service. This continued for multiple days undetected. 

This example highlights the benefits of a general fare revenue protection strategy which 

includes formal data matching and analysis, and specifically the need for there to be such 

a capability within ACTION. .More specifically, the missed runs and associated loss of 

revenue associated with failing to operate these services would have been picked up via 

internal processes within ACTION if such a position had been in place. Furthermore the 

data in question was not noted in ACTION shoe box reporting and hence the performance 

KPI relating to missed runs was also corrupted.  

We have recommended that an ACTION analyst position be implemented. See structure 

in Section 8. 

7.4 Summary of Findings 

In summary, we find that IR and work practices are likely to be a key contributor to 

ACTION’s high operating costs identified in Section 2.5 on Benchmarking. Our specific 

findings are as follows: 

IR and EA: Numerous EA clauses as well as several general work practices are found 

to lead directly to increased operational costs. Specifically, the EA embeds composite 

cost rates that are high in comparison to other jurisdictions and operators, while also 

allowing for penalty rates to be applied in many situations. Moreover the EA is extremely 

complex, with a misalignment between a number of goals and clauses. Ultimately, the 

EA undermines operational efficiency, and compromises management’s ability to 

manage. Specific examples of inefficient driver practices arising from EA clauses include 

the following: 

 Block shifts – The guaranteed 8 hour block of work per day (rather than a 40 hour 

week) inflates non-driving time whenever the 8 hour requirement for each shift is 

met. 

 Shift ownership – Changes to rosters must be approved by the driver who “owns” a 

particular shift. Changes that improve the operational efficiency of the network can 

be refused by the driver, while senior drivers can ‘cherry pick work’. 

 General constraints – Restrictions on full-time/part-time driver ratios and the number 

of split shifts imposes considerable constraints of the efficiency of ACTION’s 

operations. 

 Various maintenance provisions – Various issues were identified, including EA 

prescribed levels of overtime on weekends; set shift rosters restricting best use of 

resources; set staffing numbers; forced employment of apprentices; erosion of 

composite rates; and restrictions on the use of contractors 

 Costs – We estimate costs of inefficient IR and EA to be in the order of $14,436,308 

p.a. and potential savings via EA negotiation to be in the order of $5,445,926. 

See Appendix D.2 for IR & EA cost calculations. 

Resource management: 
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 Complexity of leave types – the existence of 37 different types of leave introduces 

considerable complexity and reduces management effectiveness. 

 Excessive leave assumptions – ACTION’s current assumption of 10.5 weeks of 

leave coverage per driver is excessive relative to comparison with other operators. 

 Poorly suited to operational environments – the extension of generous ACT public 

service leave entitlements to ACTION staff are not conducive to efficient bus 

operations. 3.6 weeks of leave is available from commencement (day 1) for each full 

time employee. 

 Poor visibility on overtime – At present, payroll acquittal is not occurring 

appropriately and uploading of payroll information to netBI is largely in arrears and 

therefore proper analysis cannot occur.  

 Adequacy of assumptions – Notwithstanding the high level of leave that is assumed 

(10.5 weeks per driver p.a.), this appears to be insufficient to cover actual leave 

taken. 

 Cost savings – We estimate that improved resource management practices, 

especially more reasonable leave provisions, and tighter management of overtime 

could deliver cost savings in the order of $739,788 p.a. 

Fare revenue protection: ACTION has no formal fare revenue protection strategy and 

little visibility on the magnitude of the problem. Driver job descriptions do not emphasise 

fare revenue collection responsibilities. Preliminary research indicates that fare revenue 

losses from three sources could account for approximately 2.4% of total revenue. Non-

operating MyWay modules, which resulted in buses running by not collecting fares, were 

a primary cause. We estimate that improved fare revenue protection could reduce 

revenue losses by between 2.5-5.0% of total revenue, i.e. $0.5-$0.6 million p.a. 

Total estimated savings from all of the above initiatives are estimated to be 

approximately $6,785,714. 
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8 General Organisational Improvements 

During the course of this study we identified opportunities for general organisational 

improvements within Public Transport and ACTION. In this section we outline these 

improvements and provide some preliminary advice on how they might be implemented. 

In many cases, we do not cost these improvements or quantify their potential savings. 

They are, however, likely to contribute to the realisation of many of the savings identified 

in previous sections. 

8.1 Structure and Staffing 

8.1.1 Overview 

We have analysed the ACTION structure, numbers, and functions in the context of 

clearer separation from Public Transport (PT) and in order to create a clearer structure 

that is consistent with all of the various service model possibilities, i.e. the continuum of 

full public to full private operation. 

This structure endorses the PT role as the purchaser. The PT role is instrumental in 

specifying the service that must meet the legislated requirements, and develops the 

network and schedules required of the transport service provider(s). PT is also required 

to ensure that the provider (public or private) delivers the agreed or contracted service 

obligations. 

We have also recommended some adjustments to the ACTION structure that better 

enables their role as the service provider, while also considering any savings within 

ACTION. 

8.1.2 ACTION Structure 
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8.1.2.1 ACTION Adjustments 

We have suggested the renaming of several functional areas within ACTION to 

emphasise the key operating roles and requirements. The functional areas within 

ACTION should be: 

 Bus Operations 

 Operations Support 

 Organisational Development and Risk 

 Fleet Operations 

 Finance and IT systems 

SNT now reports to PT as a separate organisation, rather than appearing within 

ACTION. 

In delivering these functions, we have suggested a number of minor realignments plus 

the appointment of a small number of specialist roles. 

The recommended changes are: 

 Each depot structure should be identical both in role and function. 

 Procurement, Inventory and a new Contracts management function should report to 

the Fleet Operations Manager. This role will also take over responsibility for fuel 

management and contracts. 

 The creation of a new Operations support structure which includes the 

Communications Centre, Incident Support, Interchange and Network Support, and 

Revenue Management (operations) functions. 

 Existing Transport Officer numbers have been redistributed across these functions 

in a more formally assigned manner. 

 A Finance & IT function has been resumed within ACTION, focussed completely on 

ACTION performance and finance functions. This function includes a business 

improvement analyst role (new role), an IT systems and support manager role (new 

role), and existing depot finance staff, although they will remain at the depots. 
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 The establishment of an Organisation and Risk function which assumes 

responsibility for IR/HR, Training Programs, OH&S. The Organisation Development 

& Risk Manager role replaces the existing Capability Manager role. 

 Special Needs Transport has been removed from the ACTION organisation 

structure. 

8.1.2.2 Multi-operator Environment 

As outlined previously, this structure is a prelude to an enhanced purchaser-provider 

organisation structure for a multi-operator environment. 

The increase in the number of operators will occur mainly as a result of Capital Metro 

light rail, but may also occur if the ACT moves towards franchised operation of the bus 

service. 

The structure above prepares for these eventualities and focuses both ACTION and PT 

on their key functions. 

8.1.2.3 ACTION Driver Numbers 

The number of drivers required in the structure is a function of 4 key calculations: 

1) The network requirements as delivered by HASTUS 

2) The general relief ratio formula which calculates the number of relief drivers 

required full-time and part-time (“floaters”) 

3) The emergency spares relief formula which provides the number of daily relief 

required (spares) 

4) Efficiencies as time and network efficiencies are implemented via scheduling 

(incremental adjustments) 

Adjustments to the network 1) feed into 2) and 3) and then finally 4) enhances the 

overall numbers. 

In the structure above no adjustment has been made to the current operational driver 

numbers as these are subject to the efficiencies selected from the network options 

proposed.  

The number of drivers required will be an outcome of any network review performed 

using the selected network parameters in 1). 

The general relief ratio formula 2) is based on predicted leave requirements. As this is 

locked by EA it is unlikely that there can be any reduction of this in the short term, so the 

general relief ratio is unlikely to be reduced and no savings obtained. 

The emergency spares relief formula 3) is also calculated based on the number of shifts 

and a ratio of 0.05%.  As the number of shifts rise and/or network coverage increases, the 

level of emergency spares is likely to increase rather than reduce. 

8.1.2.4 Transport Officers 

As described above the main current roles associated with Transport Officers are: 

 Training 

 Starters 

 Network support 
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 Interchange support 

 Incident management 

 Control room (Radio communications) 

 Revenue protection 

Only Training, Starters and Control room functions are strictly ACTION operational. 

Network support, interchange management, revenue protection and incident 

management are largely network functions that in other ‘multi-operator’ jurisdictions 

would largely belong to the public transport agency or authority rather than the operator. 

Consistent with the planned integration of Capital Metro in 2018 we have prepared for 

the future logical splitting of resources between PT and operator in line with the 

functions above, by creating an operational support environment with clear functions 

divided between Communications Centre, Incident Support, Interchange and Network 

Support, and Revenue Management. This would allow an easier movement of the 

network functions between the operator and PT at a later date. Note it is not advisable 

that these functions are duplicated in both bus operations and Capital Metro. Common 

network support, incident management, revenue protection and communications 

functions are highly likely under an efficient PT authority or agency. 

Operational roles (Training & Starters) should remain within ACTION (Capability & 

Operations). 

On the basis of a functional organisation of Transport Officers and the assessed 

requirement alone we recommend a reduction of 5 x TO3s and 1 x ASO2, and the 

addition of 1 x TO4 to the revenue management function. We also note that these 

numbers are fixed within the EA so immediate achievement of the reduction is not likely 

without EA negotiation. 

Net savings are $698,000 p.a., if the reduction can be achieved within current EA 

restrictions. See Appendix E1. 

8.1.2.5 Workshops Staff – Shift Arrangements 

Workshop staff numbers are required to meet the ration of 1 employee to 11 buses 

within the operational structure, except for the numbers associated with fuelers and 

cleaners which expired in June 2014 - refer Schedule 4 of Enterprise agreement. 

Our main suggestions relevant to workshops are the improvement of shift arrangements 

and removal of overtime rather than a reduction in the number positions which are 

defined within the EA. 

The number of positions is largely a function of the number of buses, their age and the 

program of maintenance. Determination of correct numbers requires assessment of time 

and job performance, and this data is not sufficiently visible within TIMS or netBI. 

Current job history in TIMS has improved markedly in respect to capture of parts and 

inventory usage, but is not yet consistently capturing full staff and assignment by job 

type in a way that would allow straightforward analysis of cost, effort and labour 

requirements. TIMS also does not have a data extract interface with netBI and as such 

proper analysis of job cost is not easily performed. The ‘Make or Buy’ decisions within 

MUO cannot be adequately considered due to lack of labour cost data. 
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Verbal comments have indicated to us that it is easier and more cost-effective to make 

particular units such as engines using kits. We are unable to disprove this without 

evidence of time spent on these tasks, but also point out that the assertion that it is 

cheaper is also not proven. 

At this stage we have not promoted a direct reduction in maintenance staff numbers, but 

suggest that the elimination of weekend overtime and phasing of shifts be pursued as 

the main priority changes to aid efficiency. 

See Maintenance Costs in Section 3.1.4 to 3.1.7. 

8.1.2.6 Workshop & Maintenance Work – Health and Safety Improvements  

In order to impact workers compensation costs, both the premium rate and the factors 

affecting the rate should be addressed. A key opportunity for reduction of risk and injury 

(especially with an ageing workforce) is the systematic redesign of work processes in 

the maintenance and workshop environment utilising the expertise of the workforce. 

Primary targets for improvement exist through utilisation of employee input for task 

redesign or enhancement, especially in repetitious lifting and installation and repair 

tasks. The development of job aids for lifting, jigs for support etc. should be investigated 

together with employee suggestions for improvement. Training in job design, use of 

video, development of procedures and integration of ergonomic assessment is 

recommended, together with a top 10 approach dealing with any current high risk tasks. 

8.1.2.7 Fleet Operations Management (incorporating Maintenance) 

A critical function within ACTION is the role of Fleet Operations function. Set out below 

are the typical fleet operation management functions and capabilities.   

8.1.2.7.1 Fleet Operations Purpose 

Proactively lead and motivate a team of Mechanical, Inventory and Administration staff 

to ensure that excellent standards of maintenance underpin fleet availability. 

The role applies strong leadership, influencing skills, and an excellent understanding of 

bus operations strategy, fleet and maintenance practices and a recognition of the 

inherent requirement to support the organisation in meeting the customer requirements 

through availability. 

8.1.2.7.2 Fleet Operations Capabilities Required 

 Responsible for strategy development and awareness of contemporary fleet and 

maintenance practices, methodologies, information systems and processes. 

 Responsible for depot and day to day people management of the maintenance team 

including coaching, mentoring, change management, training, recruitment, 

performance management, absence, and discipline. 

 Development and supervision of safe work practices including ergonomic 

assessment and development of new safe work practices 

 Work Allocation – plan and organise the maintenance of all fleet, ensuring that 

legislative requirements, service and inspection intervals are adhered to. 

 Organise the team and manage their capability so that all repairs are carried out to 

the highest standards and regular inspections are made of the teams overall 

workmanship and care including addressing any training needs. 
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 Create and maintain a good working relationship and meet service standards of 

operations.so that the needs of our customers can be met at all times and the fleet 

can be fully utilised in delivering the network plan. 

 Deal with all aspects of the organisation’s obligations to meet regulatory standards 

including vehicle annual tests, record keeping and fleet inspections. 

 Ensure compliance with work health safety legislation to deliver a safe workplace 

and that any other employees entering the fleet environment conform legislative 

requirements. 

 Manage finance budgets and targets for the fleet environment including staff leave 

and overtime costs. 

 Maximise efficiencies across all areas through implementation of continuous 

improvement and scientific data analysis. 

 Maintain the inventory and stores system and ensure that best value for money is 

achieved through preferred supplier and strategic sourcing programs and that 

original equipment suppliers meet warranty and training requirements. Maintain 

inventory stock thresholds and total inventory value targets. 

 Roster Management - Manage and maintain sufficient resources to cover the 

workload and adequate breakdown cover at all times. 

 Maintenance IT systems – Ensure the integrity of data entry and reports. 

8.1.2.7.3 Qualifications 

Essential: Engineering degree 

Highly regarded: MBA or Finance qualifications  

 

8.1.3 TAMS – Public Transport Adjustments 

We have suggested some functional adjustments to Public Transport that better suit the 

evolving transport agenda and future possibilities in the ACT, especially with the 

commencement of construction of the Capital Metro light rail in 2016 and the future 

possibility of multiple bus operators. 

We recommend that the key functions within PT are: 

 Finance 

 Governance 

 Network and Scheduling 

 Marketing 

 Assets and Infrastructure 

 Projects and Systems 

 Services and Contracts Performance 
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8.1.4 Discussion 

In making these recommendations, we have considered the overall objective of cost 

reduction, along with the need for enhanced capability and an overall optimal structure 

that clarifies and delivers optimised functions for both PT and ACTION. 

Some of the changes have involved movement of existing positions from PT to ACTION 

and vice versa in order to clarify roles of the purchaser and provider. In a small number of 

cases, we have recommended the creation of new specialist positions, while in other 

cases we have recommended reductions. 

Classifications have been retained in order to demonstrate the minimal disruption to an 

essentially sound organisation structure, and to aid in the costing of the overall resulting 

structures of both PT and ACTION. 

The main changes are: 

 The ‘Services & Contracts Performance’ function would contain a Services and 

Contracts Manager (new role) as well as a Procurement & Contract Officer (new 

role) and a Service Performance Assessment (new role).  

 All transport services including potentially Capital Metro, SNT, ACTION or future 

contracted services would report to this function for service standards and 

performance monitoring purposes, whether the services were delivered by public or 

private transport providers. 

 We have also suggested that the Marketing function also become the ‘Marketing & 

Customer’ function in order to reinforce the PT role of customer relationship 

management. 

 Furthermore, we have recommended that Customer Experience be adjusted to 

become PT Strategic & IT Projects to better reflect the capability and transient 

nature of strategic & IT projects from planning through to delivery, inception and 

maintenance. 
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 We have recommended a reduction in the PT finance structure commensurate with 

the parallel establishment of the ACTION finance structure, which should be ‘cost 

management emphasised’. 

 Alternatively, the PT finance structure could be reformed within TAMS Finance.  

 We have recommended a slight reduction in the Network & Scheduling function and 

have noted a future retirement with no replacement. 

8.1.5 Structure Costs Summary 

For ACTION, we predict this structure will yield a net savings of $1.11 million p.a. 

excluding transfers, assuming 2014 rates for Transport Officers and Administration staff. 

For PT we predict this structure will yield a net increase of $0.433 million p.a. PT staff, 

being an operation of TAMS, would incur a lower Comcare than applies to ACTION. If the 

PT personnel were put on the TAMS Comcare rate, the net increase of $0.433 million 

would reduce by $0.270 million. See Appendix E.1. 

8.2 Strategic Organisational Planning 

ACTION’s strategic organisational planning should be defined in awareness of its role as 

a public transport operator. This requires ACTION to understand the expectations of 

their client (PT), as expressed in strategic, organisational, policy, project or governance 

documents, and subsequently develop a strategic organisational plan that is aligned to 

deliver on PT’s expectations.  

We suggest this change in mindset is achieved via a revised Strategic Organisational 

Planning process. A strategic process should deliver a five-year ACTION strategic plan, 

with a rolling one-year review. PT would be a key participant and assist ACTION with 

clarification and documentation of requirements. The plan would consist of a high-level 

business plan with seven detailed functional sub-plans.  

In the following sub-sections we outline this strategic process. 

8.2.1 Strategic Planning Process  

A strategic organisational planning process is a repeatable process that defines how 

inputs (Government funds) will be applied to generate the required outputs (public 

transport services) with maximum efficiency.  

As Canberra moves towards an environment in which there are multiple PT operators, 

there is a need to separate clearly the strategy of the purchaser from the strategy of the 

operator, and the strategy of the operator should specifically address what they intend to 

do to deliver the requirements of the purchaser. ‘Service Standards’ and contractual 

obligations with annexes, such as network plans, key performance indicators and 

performance measurement instruments, would normally support these operator 

requirements. 

Below we outline a ‘Strategy Development Model’ that ACTION could apply, with the 

assistance of TAMS as necessary. This model provides guidance on what an operator 

would normally include in a cohesive, transport-centric ‘Operator Strategy’, and how 

such a strategy could be developed. 
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Figure 24: Potential Strategic Process 

 

8.2.2 Management Systems 

The management process then follows on from the strategic planning process and 

ensures progress is achieved day to day, week to week, and across the operating year. 

Management systems have been defined as: 

The method by which high-level strategies, including performance expectations, 

requirements and measurement methods are implemented operationally and 

measured to ensure strategic objectives are met. 

It ensures that feedback on progress is routed back to inform the strategic planning 

process when review is required. As outlined in our Phase 2 report, we regard current 

ACTION management process to be sub-optimal and recommend the adoption of a 

more formal management system, such as that illustrated in Figure 25.  
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Figure 25: A Potential Management Process 

 

netBI is a business intelligence system that sits above legacy systems at ACTION and in 

PT. The original implementation process included training of numerous staff within 

ACTION to use the system to develop both simple and complex performance reports 

across all key performance indicators of the business. Complementary to this was the 

selection of key management personnel to be the licence holders so that data was both 

available and accessible in a useable form. The original implementation intent was for 

managers to use netBI23 as an integrated business intelligence platform to provide the 

starting point for all core management activities, that is it would inform management of 

planned KPI targets as well as actual performance and allow for variation detection. 

Currently, ACTION holds a large number of meetings. For the purposes of managing the 

organisation, we recommend a smaller number of more focused meetings. To bring focus 

to meetings we recommend the development of a “meeting facilitation plan” (MFP) of 

which KPIs and specific KPI reports from netBI are a key component. The MFP defines 

who is to participate, responsibilities, and expected deliverables. External key 

stakeholders may also be invited to participate in workshops and planning.  

In terms of the components of the MFP, we make the following observations: 

 Meetings: Meetings at ACTION should be rationalised so that they reflect critical 

internal relationships and service level obligations, budget performance and other 

KPIs. A meeting timetable should be published together with who is expected to 

attend and should identify backup attendees for absences. 

 IT Performance data and reports: 

 Each meeting should have as a key input predefined KPI performance data 

relevant for the meeting 

 IT systems must be configured to generate reports and data that make visible: 

                                                

23
 This requires netBI cover the currently missing information relating to payroll and TIMS maintenance information as 

well as fuel systems. 
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 KPI goals, including budget performance 

 Target performance for the period 

 Actual performance 

 The variance or gap (negative or positive) 

 Reasons for the gap should be assessed prior to the meeting 

 Notated reports should become part of the minutes 

 Facilitation of the meeting: 

 Commence meeting with goals 

 Review actual performance 

 Compare actual performance to targets and identify variance (positive, 

negative) 

 Consider reasons for the variance, and acknowledge good variance 

 Develop a response to reduce the variance (if negative), or learn from positive 

variance. 

 Log action/s and a timeframe/s and responsibilities for future follow up action 

 Use Agendas and Minutes to tracks issues though until completion (outstanding 

issues)  

 Problem Solving Methodology: 

 For recurrent issues apply the corporate problem solving methodology 

An indicative problem solving methodology approach to management is also illustrated 

below. 

Figure 26: Bringing a Problem-Solving Methodology to ACTION’s Meetings 

 

8.2.3 Organisational KPIs  

Other sections in this report have compared ACTION’s performance to stated goals. 

This shows that in the last two financial years, only one out of approximately 9-10 KPI 

goals was met. To assist in tracking and achieving KPIs, we suggest netBI is extended 

to provide ACTION with full visibility over organisational data concerning the KPI goals. 

Currently, this visibility across systems is limited due to system integration and data 

issues, discussed later in this section. Consequently, ACTION management are blind to 
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performance data in these dimensions, other than via complex manual query to each of 

these legacy systems. 

8.2.4 Strategy Implementation 

Developing the business strategy and sub-strategies requires an implementation plan 

that defines the inputs, activities, processes, formats and required output documents. 24
 

Typically, such a strategy focuses on the four dimensions of a balanced scorecard: 

 Customer 

 Finance 

 Processes 

 People & capability 

A key focus of strategy and management within ACTION will be to improve the 

management of finance, particularly management of budgets, setting of targets and 

measurement of actual to target variance and the systematic managerial response to 

variation. 

Implementation of both innovation, problem solving and continuous improvement 

programs are therefore high priority requirements, which begin with development of 

effective strategies, operational programs and plans. 

8.2.4.1 Actions and Activities  

Identify key input documents: The ACTION senior management team identify the key 

input documents to the strategy development process. These will include: 

 Legislation and policy documents that govern operations and performance of the 

operator, e.g. Transport for Canberra. 

 A high-level analysis of the external environment, including political, economic, 

socio-cultural, technological, environmental and legal factors that impact on the 

business. 

 A high-level analysis of the workforce, fleet and other assets that affect the day-to-

day operations of the business. 

 Funding and finance documents that identify the current financial position, and state 

the level of expected additional financial support from funding in the 1-5 year 

outlook. 

 Performance data and reports from previous years, including current and historical 

data on key performance ratios/standards, e.g. on-time running, bus availability etc., 

and an analysis of why performance is at the current level, addressing matters such 

as the age of the fleet, conditions that affect engine performance etc. 

 Service standards including standards set in policy, key planning documents and by 

PT for the performance of the business and those intra-departmental service level 

agreements to enhance and support internal functioning. 

 An analysis of the developing technologies; strategic programs of IT being 

implemented by PT that is affecting or may affect the operation, including 

                                                

24 Reference: Viljoen, John & Dann, Susan  2000, Strategic Management: Planning & Implementing Successful 

Corporate Strategies, Pearson Education Australia,  Australia.  
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information technology and transport technologies (RTPI, netBI), as well as any 

ongoing support requirements. 

Identify the individual sub-strategies: The ACTION senior management team identify the 

individual sub-strategies required and specify the format and content required for each 

document. As per the above diagram, these should include as a minimum: 

 Maintenance 

 Fleet 

 Facilities 

 Operations 

 Finance 

 Capability  

 IT 

Note that there are inter-dependences between each of these sub-strategies. For 

example, operational requirements would normally be an input into fleet requirements, 

and maintenance requirements would be informed by fleet requirements. There will 

need to be integration across all sub-strategies. 

Strategic planning events: The ACTION senior management team specify a timetable of 

facilitated strategic planning events, which deliver the high-level business strategy and 

then the sub-strategies detailed above.  

 Set dates and ensure that lead-time for preparation is sufficient. Each strategy 

workshop should take roughly one day, but will require pre-work and post-work. 

Timetables should allow for sufficient preparation. 

 The ACTION senior management team should specify who is to attend the strategy 

development meetings and nominate key document preparation and workshop 

roles, according to the following: 

 Senior management team to develop the business strategy 

 Functional management teams to develop the sub-strategies (may include 

various managers from other functions also) 

 Identify key stakeholders (for example PT should attend the ACTION business 

strategy workshop) 

 Operational managers to develop operational management/implementation 

plans once the sub-strategies are developed 

Strategy Development Timeline: 

 Identify the timeline and work breakdown structure for the final delivery of the 

overall business strategy:  

 What pre-work and post-work needs to be done, by who and by when, to 

achieve key activities and documents to meet the strategy timeline? 

 The strategy needs to have a five-year focus with one-year rolling reviews 

 There needs to be a firm completion date that relates to other key dates, i.e. 

funding and budget cycles 

 Identify sub-strategy development timeline and work breakdown structure for final 

delivery of each sub-strategy. 

 What pre-work and post work needs to be done, by who and by when, to 

achieve key activities and documents to meet the strategy timeline? 
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 Sub-strategies should include key daily operational activities together with key 

improvement initiatives. Improvement initiatives should not be optional. 

General Guidance: 

 Ensure strategic development meetings are professionally facilitated, preferably by 

the same facilitator, to: 

 Keep the process focussed and consistent 

 Allow for an external perspective 

 Relate overall strategy with sub strategies 

 Identify the pre-work and timings required to ensure that meetings have appropriate 

data and other inputs (documents, reports, analysis) for informed decision making to 

occur 

 Develop a facilitation plan for each of the strategy meetings/workshops. 

8.3 Accounting Processes 

The accounting process applicable to ACTION can be summarised within the following 

framework: 

 Financial accounting 

 Management accounting 

In terms of general accounting, we note that processes need to be in operation that 

measure actual costs on the same parameters. These processes should involve 

validation at the primary source level, but also against other internal systems that collect 

similar data. For example, HASTUS allocates drivers against runs, and MyWay is also 

collecting the same data against fares. The reconciliation of the two sources of data 

provides validation of data, which in turn provides critical insight into potential 

differences in assumptions or errors. 

ACTION’s databases contain large volumes of data. This is where netBI, a specialised 

data warehousing system, can be used to hold and reconcile data from various systems 

within ACTION, and have the capacity to draw data across system platforms for 

analysis. This provides an additional reconciliation process but a basis for meaningful 

analysis of actual and planned results, which can be translated into measuring 

exceptions to the plan. 

8.3.1 Financial Accounting  

Financial accounting is governed by accounting principles and involves the following 

ACT Government organisations and processes: 

 Territory and Municipal Services Directorate (TAMS) 

 Shared Services (part of Chief Minister, Treasury and Economic Development 

Directorate) 

ACTION is a reporting entity of TAMS. TAMS is wholly accountable for reporting 

ACTION’s financial governance and results. TAMS relies on financial processes within 

ACTION to control relevant financial transactions so as to analyse actual against budget 

results in a timely and meaningful manner. At a basic level, the monetary transactions of 



CMTEDD ACTION Expenditure Review: Phase 3 

Page 179  

ACTION are extracted from the key financial systems applicable to the ACT 

Government, being:  

 ORACLE financials for general ledger recording of cash and accrual transactions, 

supplemented with journals that upload financial transactions from other 

independent systems such as payroll, revenue systems (MyWay ticketing ), and 

stores (store materials, fuel, oil, tyres etc.) 

 ORACLE fixed assets to record the real assets of ACTION 

 CHRIS 21 payroll system (ACTION also uses the AURION payroll system through 

Shared Services) 

TAMS Financial Accounting and Monthly Reporting 

TAMS uses a reporting tool to analyse ACTION’s results at a top level and by cost 

centres to record ACTION’s financial results (actual against budget) in the form of an 

Operating Statement, Balance Sheet and Cash Flow Statement, together with 

comments on variances and trends.  

A capital expenditure report is produced explaining capital expenditure – actual against 

budget funds allocated. Shared Services control the ORACLE processes and therefore 

is responsible for the substantiation of all transactions within ORACLE financials and 

asset systems. This includes the payroll system where Shared Services is responsible 

for the payroll allocation process to ORACLE Financials. 

The reconciliation of transactions within ORACLE is the responsibility of Shared 

Services. This is reflected on a monthly basis by a bank reconciliation and a listing of all 

transactions that have being processed through ORACLE financials and fixed asset 

systems. 

On an annual basis, these schedules, when reconciled against the internal systems 

within ACTION, form the basis of the annual financial statements. 

8.3.2 Management Accounting within ACTION 

The financial accounting process does not negate the need for ACTION to have its 

management accounting processes as a major input into the recording of financial 

transactions but also strategic organisational planning processes, as discussed in 

Section 8.2. The reasons for this are: 

 ACTION has large volumes of transactions emanating from non-ORACLE sources – 

ticketing, stores, fuel, etc. 

 ACTION has a large dependency of correlating non-financial data in financial terms 

(per unit measurement) in explaining performance 

 ACTION has primary responsibility on initiating and controlling its financial 

transactions, including internal control 

We recommend ACTION consider adopting the following management accounting 

processes: 

 Prepare an internal budget within the parameters of the overall budget prepared 

under the Government budget process 

 Enable transactions to be supported with appropriate internal controls 

 Provide management control of the network and overhead costs 

 Cash manage the resources of the business 
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 Manage allocated capital funds 

 Ensure management controls to protect the asset base of the business 

 Ensure all transactions comply with audit standards 

The management accounting role within ACTION should produce an internal budget 

with senior managers following the completion of the Government accounting process, 

which uses an adjusted base budget process. 

The setting of the internal budget is vital to ensuring senior managers are involved in the 

financial parameters of their responsibility areas. Within ACTION there are effectively 

three networks (excluding the Christmas Day network): 

 Weekday Network 

 Weekend Network  

 School Holiday Network 

These networks all have a different cost base so in any one month the cost and revenue 

resources will differ depending on the network performed on each day of the month. The 

relevant budgeting of variable network costs on a monthly basis is necessary in the 

comparison with monthly actual results.  

8.3.3 Cost Management 

In the following sections, we discuss accounting processes for several key cost drivers 

and identify how current approaches could be improved. We note that network costs 

form nearly 80% of all costs and the impacts and controls around these costs should be 

the focus of future initiatives. 

8.3.3.1 Driver Wages 

Driver wages are a significant cost within ACTION and are around 62% ($63 million) of 

the network cost and 50% of the total cash cost. Driver wages comprise hours worked, 

at a composite rate, and allowances paid. The hours worked are modelled under 

HASTUS using the business rules within the EA. On a daily basis, bus resources and 

drivers are despatched from each depot using HASTUS shift and route allocations by 

starters who are classified under the EA as Transport Officers. The despatch process at 

each depot per day forms the basis for payroll (currently AURION) by means of a 

computer-generated upload from HASTUS.  

HASTUS will produce the predicted (budget) network hours and kilometres, which can 

then be converted at unit cost rates to aid with a meaningful management budget. 

With driver hours, we would advocate a daily reconciliation of the planned scheduled 

hours against the actual hours worked. This would highlight an explainable variance that 

is currently not identified, and represents approximately $1.3 million in 2014.  

The analysis would also identify: 

 Non-driving hours and costs 

 The extent of non-driving hours being utilised in other areas of ACTION and whether 

this is within a planned regime of labour usage 

 Whether the spares ratio used in HASTUS route modelling is adequate 

 Highlight the cost of missed runs 

 Highlight any other efficiencies of the network as related to driving hours and costs. 
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We would advocate the network reconciliation process is the responsibility of the 

Finance Manager and is reported monthly on a detailed basis, highlighting actual 

against budget. Under a funding contractual model, ACTION would be paid according to 

the plan, with agreed variations for deviance. 

8.3.3.2 Fuel 

Fuel forms around 14% ($13.6 million) of total network costs and consists of:  

 Diesel delivered to both sites at Belconnen and Tuggeranong 

 Compressed Natural Gas (CNG) at Tuggeranong site only 

Diesel is purchased under the NSW Government contract with the cost per litre cost 

(including a freight content) set each week. Monthly reporting of actual against budget of 

both litres used and unit litre cost is essential in highlighting variances and forecasting 

cash requirements over the annual funding cycle. 

CNG is purchased from ACTEWAGL and is compressed through a compressor at 

Tuggeranong. CNG should be costed at full cost, which comprises the raw cost of 

natural gas plus the significant electricity cost (separately metered) for the compression 

process, and fixed maintenance charges on the compressor. In addition, the cost of the 

loan to fund the compressor should also be included in cost of CNG. Again, actual 

usage and unit cost should be reported monthly. 

Currently the Sequel fuel system records litres dispensed, allocated by bus, and a bus 

odometer reading by utilising the transponders on the buses. However due to non-

functioning kilometre transponders on some buses the system is not yet being used to 

measure actual total kilometres or being used to calculate fuel consumption by type of 

bus or age of bus. (See Section 8.8.4). 

HASTUS produces planned in-service kilometres and total kilometres. MyWay data can 

be used to validate actual in-service kilometres, but the missing link is the total (currently 

incomplete) actual kilometres derived from the odometer readings. The only issue 

preventing this from being achieved is the broken transponders on some buses. 

This is a serious issue for the following reasons: 

 Dead running, being the difference between total kilometres and in-service 

kilometres is not recorded, but estimated. Based on an estimated 23% of dead 

running to network kilometres, or around 4.6 million kilometres, costed at $1.05 per 

kilometre, the cost margin could be substantial. 

 This information is essential in the assessment of capital allocation funds. In the bus 

replacement decision, fuel efficiency over the life of a bus could influence the capital 

process. The location of depot decision, and the influence of dead running, also 

could have a major impact. 

 The information could also highlight where buses are being used against company 

guidelines. 

We would advocate that all kilometre transponders on the bus fleet be repaired as soon 

as possible, and that a data extract be prepared to enable a daily upload of both fuel 

and kilometre data into netBI by bus number, by litres, with kilometre readings. This 

would enable quick reporting over a range of parameters, thereby enhancing essential 

transport data, and would enable a reconciliation of fuel usage.  
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8.3.3.3 Spare Parts, Tyres and Oil 

Spare parts stores are located at both Belconnen and Tuggeranong with purchasing and 

issuing of spare parts being conducted separately at both locations. Spare part costs 

are around 7% ($8 million) of total network costs and around $3 million in total of spare 

parts are held. Stockholding of spare parts is currently around six months’ usage. Of the 

spare parts, around 70% are purchased from three suppliers. 

Tyres are purchased from one supplier (currently Bridgestone), and purchasing and 

deliveries are made on a daily basis. Usage is around $1 million p.a. with minimal 

stockholding. Oil, like tyres, is purchased and delivered daily. 

Accounting for spare parts is carried out through TIMS and consists of two aspects: 

 Stock recording – Accounting for purchases (and returns), and issues. This records 

stock movement in units and unit costs purchases, returns, issues and therefore 

stock levels. Issues are recorded at average cost. Uniforms do not currently form a 

stock item. 

 Job costing – Parts issues are then assigned to a job.  

Stock recording is necessary for accounting control of purchases. Purchase order 

control, supplier receiving dockets and supplier invoices are controlled in each store 

location by an administration officer. Paperwork consisting of the purchase order, 

receiving docket and invoice copy is maintained at each depot. Input of the approved 

supplier invoice to ORACLE accounts payable within Shared Services is by automatic 

upload from TIMS. The approved supplier invoice is forwarded to Shared Services for 

checking against the upload file. 

Job costing is currently limited. Therefore, purchase and labour assessment of work 

being carried out in the Major Unit Overhaul department cannot be evaluated. Labour 

resources could, for example, be more efficiently used in daily maintenance to ensure 

full availability of the fleet to meet network demand than in major engine rebuilds – 

where fully rebuilt or reconditioned engines, transmissions and gearboxes can be 

purchased directly from the supplier, normally with a warranty.  

Currently the stores system (TIMS) is not cross-referenced with either a kilometre record 

or against a process to produce exception reporting such as: 

 Regular servicing of fleet. The strategy of kilometre based per time base regular 

servicing cost impacts is not being evaluated. The fleet may be over-serviced. 

Essentially, there is insufficient scientific trend and data analysis to confirm the 

validity of the current strategy. 

 For non-regular servicing, the impact of maintenance costs over the life of the bus is 

not being evaluated. This means that the cost evaluation of bus replacement based 

on end of economic life is not part of the process. 

8.3.3.3.1 Older buses 

The criticality of developing and following a fleet strategy is clear when it comes to the 

need to source parts for older buses. Frequently, bus operators who hold older vehicles 

are forced to either cannibalise existing fleet or compete for parts in the open market 

when these cease to be available through normal supply channels. While this practice 

extends parts availability for the life of an old bus, it simultaneously inflates inventory 

value and usually causes the stock thresholds to be exceeded. In addition, if the buses 
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are retired before the stock is exhausted there is a need to resell these older parts, 

usually at a loss. See Fleet and Maintenance Strategy Section 8.5. 

8.3.3.4 Overhead Support Costs 

These are generally fixed in nature and can be categorised as follows: 

 Depot costs 

 Interchange costs 

 Other administration costs  

 Transport Officers labour 

 Administrative labour 

There are clear lines of responsibility within the ACTION structure including delegated 

authority for budget and cost control. 

Following the ACT Government budget allocation process, the budget must be devolved 

and agreed at the responsibility level and actuals reported at the monthly meeting. 

Overspending should result in management focus and action. 

The maximum use of contracts, including Service Level Agreements, is a priority in 

establishing a competitive base cost for a service and/or product. This reduces 

administrative time and the scope for ad-hoc expenditure. 

All Administration and Transport Officer labour should be budgeted at the agreed costed 

structure and reported monthly by hours and rates. Any substitution of labour (e.g. 

contract, or casual labour used as an alternative to internal labour) must be explained in 

any variance analysis.   

8.3.4 Staffing Financial Functions  

In this sub-section we consider how to staff the financial functions outlined in the previous 

sections. We recommend the financial accounting role performed by Shared Services and 

the monthly financial reporting role by TAMS is supplemented by financial management 

within ACTION, which could be structured as follows: 

 Finance Manager  

 Business Improvement Analyst  

 IT Systems and Support Manager 

 2 x Finance Staff 

Elements of this financial management staffing are discussed in more detail below. 

8.3.4.1 Finance Manager 

The importance of this role is integral when the source data for financial (external) 

reporting still is the sole responsibility of ACTION, the enterprise. Therefore, the certainty 

of financial transaction recording and the internal processes required within ACTION are 

central to the outputs emanating into financial reporting. This accounting role (transferred 

from within PT) ensures that all financial transactions, subsequently used in internal 

management accounting analysis and business improvement, are recorded appropriately, 

are auditable from an internal control perspective, and that all systems used in the 

collection of data are stable. 
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The management accounting process plays a key role in tracking and reporting relevant 

product and service costs. Overall, the Finance Manager combines all this information as 

an integral part of the planning, controlling, evaluating, and decision-making activities that 

take place throughout ACTION. Consistency of financial practices and internal 

management control is vital for costing purposes and therefore we would recommend that 

a Management Accounting Policy and Procedures Manual be formulated. This would 

involve basic financial accounting recording and processing but also include audit 

processes, reconciliation processes, and reporting processes. 

8.3.4.2 Other Roles and Responsibilities 

Business Improvement Analyst 

 Fares revenue analysis 

 Network running statistics 

 Route profitability analysis 

IT Systems & Support Manager 

 Payroll reporting and control including uploads to netBI 

 Management and development of ACTION internal systems 

 Management of stores system and fuel system into netBI and reconciliations against 

ORACLE 

Finance Staff (x 2) (Transferred from within Public Transport) 

 Accounts payable processing 

 Accounts receivable processing 

 Inputs into ORACLE systems – assets 

 Statistical reporting 

8.4 Management Issues 

In this section we discuss two particular management issues that require systematic 

response from ACTION. 

8.4.1 Absence Management 

ACTION requires consistency in dealing with unexpected absence and absence. An 

absence management system is a program developed to minimise unauthorised leave 

and to lower the compounding cost of labour replacement. While the primary cause of 

high leave cost is the generosity of the leave allowances extended, some reasonable 

attempt should also be made to limit unauthorised leave because of the disruption and 

knock-on effects, i.e. replacement cost and unexpected overtime. Currently, depot 

management deal with absence on a case-by-case basis, but this is not entirely 

consistent, documented or standardised as a systematic approach. 

When an unauthorised absence occurs, the cost is typically the cost of the leave for the 

absentee plus the cost of the replacement where the replacement normally attracts a 

penalty rate. Therefore each unexpected absence costs double what the scheduled work 

would normally cost the organisation. This directly increases the cost of overtime due to 

unexpected absence and need for relief. Savings from absence management should be 

seen in a reduction of overtime.  
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These costs can also rise where there are no consequences for taking unauthorised leave 

and pattern leave is established, e.g. Fridays and/or Mondays. 

Absence management would lower this overall cost through: 

 Consistent supervisor process in responses to unauthorised leave 

 Restatement of the actual entitlement conditions 

 Performance management of leave abuses 

 Introduction of a consistent reporting notification process 

 Pre-notification of consequences to described situations 

Some level of consistent response to unauthorised leave should be introduced at 

ACTION. Typically, such an absence management approach would include the following 

main steps: 

1) Identification of the specific leave types and development of decision criteria and 

guidelines for applying for and specifications for each leave type 

2) Identification of the specific approach that management will take where unapproved 

leave occurs (specific steps, scripts, templates and outcome documents) 

3) Specification of any sanctions or responses that will occur where unapproved leave 

has been taken inappropriately or is taken inappropriately in the future 

4) Consequences of continuous breach of leave approval guidelines or taking 

continuous unapproved leave (what will happen) 

5) Development and provision of a leave management guide to all employees 

containing 1, 2, 3 and 4 above 

6) Rights of appeal and grievance process 

7) Improvement of leave reporting from payroll systems 

8.4.2 Incident Management 

As we indicated in our Phase 2 analysis report, ACTION should improve their 

documented approach to incident management as soon as possible. Currently, 

communications room staff are notified of incidents by drivers by bus radio or by 

interchange staff via mobile, phone, or radio, and the communication centre records 

these via the Incident Management System. 

The Incident Management System allows officers to categorise all incidents and offers a 

useful searchable knowledge base of past incidents and response. Responders to 

incidents can be emergency services and other agencies, e.g. power or water utility 

providers and ACTION support incident response via Transport Officers attending 

incident scenes. These officers have long-standing experience in dealing with incidents, 

but there is little in the way of documented procedures within ACTION.  

On this point, there is an opportunity to improve the rate and consistency of ACTION’s 

responses, while reducing risk exposure, by ensuring that there is an endorsed process 

and procedure for specific incident types and to begin selective debriefing of incidents. 

These procedures could also be linked to the Incident Management System so that 

communication staff as well as incident responders can follow a pre-endorsed process. 
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We recommend the development of a set of procedures that guide incident response. In 

particular, these procedures should identify risks, validate responses as safe, and 

incorporate and share the knowledge and experience of responders. Development of 

procedures can also ensure that there is a consistent and professional response, and 

that process improvements are recorded and applied as best practice. 

In addition, introduction of formal debrief of selected incidents and the input of learning 

to adjusted and or improved process, and providing feedback into the training materials 

is recommended. A list of the procedures that we recommend be developed for the ACT, 

are included at Appendix E.4. Although some of these may be combined, the headings 

should be useful for deciding the ACTION procedures required. These procedure 

headings cover both the communications room and in field response relationship. 

Implementation costs associated with such a program are low as such a program would 

typically only involve development of a clear entitlements guide, procedures and 

practices and launch and training of key depot staff. 

8.5 Maintenance and Fleet 

In this section we consider the related issues of maintenance, fleet, and procurement in 

the ACTION context. First, we introduce the maintenance problem and discuss its 

implications for revenue and customer service. Second, we provide a general outline of 

maintenance and fleet strategies. To finish, we consider high-level opportunities for 

procurement processes to deliver cost savings to ACTION. 

8.5.1 Maintenance  

The previous benchmarking section indicated that ACTION’s maintenance costs are 

relatively high in comparison to efficient operators elsewhere. See Section Error! 

Reference source not found.. 

Moreover, as the network has been developed over recent years the demand on peak 

buses has risen and workshops have struggled to achieve peak fleet within current shift 

arrangements. Meeting the morning peak in particular is under continuous pressure. 

Additionally, the average age profile of ACTION buses has also risen and therefore the 

level of maintenance to keep an ageing fleet on the road daily has also grown. 

Management indicate that failure to meet peak demand is becoming problematic and, 

statistically, service failure has risen as the pressures on the current roster increase. Shift 

arrangements may have been suitable when implemented but there is now almost 

continuous and growing pressure on peak daily bus demand such that current 

arrangements can no longer meet business requirements.  

Maintenance issues25 have two primary effects on operations. First and most directly, they 

result in services being cancelled and the revenue from those services is subsequently 

foregone. Second, and perhaps more important from the customers’ perspective, cut trips 

reduce the level of service delivered to customers. While passengers are likely to use 

                                                

25
 One failure that should be the subject of special attention is the MyWay module failure. As outlined in other sections in 

this report, we recommend that ACTION consider performing on-road hot-swaps for these modules where faulty rather 
than having them repaired at the depot. This would require more modules to be held in stock, but could also reduce the 
number of overnight repairs to MyWay modules. 
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another service in the short-term, in the long-term cut services are likely to undermine 

their confidence in the service. 

For these reasons we recommend ACTION develop a formal maintenance strategy. 

Such a strategy would likely tailor general ‘Reliability Centred Maintenance’ (RCM) 

approaches to a bus operations environment in order to improve data analysis and 

application of contemporary fleet maintenance techniques. A maintenance plan is a 

component of a maintenance strategy and the current TIMS allows for input of 

maintenance plans. 

Finally, as TIMS maintenance data is not available via netBI, detailed analysis of 

maintenance costs has not been possible. In particular, completion of labour resource 

assignment is incomplete within maintenance data and as such specific cost benefit 

analysis on key items such as ‘make or buy’ assessments can only be superficially 

examined. Despite this, where data is available we offer this assessment as a starting 

point. 

8.5.2 Contributing Factors 

In this sub-section we consider a number of contributing factors to the maintenance 

problem identified above.  

First, we note the effect of having rostered days off (RDOs) on Fridays and Mondays has 

become an impediment to meeting the daily maintenance demands and workloads that 

present on those days. Given that the network currently operates 7 days a week, the 

effect of RDOs is to generate peak workloads adjacent to these days and backlog that 

spills into other weekdays. Sometimes, therefore, peak fleet demand is not met and 

services are cut as a result. 

Second, shifts are not adjusted to ensure the staff to bus ratio is aligned with workloads. 

We note that current staffing arrangements are embedded within the EA.26 Ideally, 

workloads should be as balanced and predictable as possible in order to reduce operating 

stress on employees and to ensure staff longevity and fitness and we encourage early 

dialogue with the unions on adjusting shifts to meet the needs of the business. 

Third, managerial oversight of maintenance resourcing is constrained by a 

fragmentation of systems. Mechanics are paid through Chris 21 payroll, for example, 

which has not been updated in netBI since July 2014. As mechanics incur overtime at 

penalty rates, visibility over this payroll is essentially missing other than by direct query 

to the payroll software. In our view, this aspect of financial visibility should be improved 

at the earliest opportunity to enable more holistic management of maintenance. 

Fourth, the use of overtime has become institutionalised, although we note that current 

shift arrangements are 5 day rather than 7. Again, we point out that shift arrangements 

should meet the business requirements. A fundamental principle of good overtime 

management is that it is used only for defined work backlog and approved by 

                                                

26
 Currently within ACTION there are 2 maintenance shifts: 1) a morning shift 6.00am to 3.00pm and 2) an afternoon shift 

10.00am to 7.00pm. Each shift operates a 9 day fortnight with Friday or Monday being rostered days off. The EA 
specifies these shift arrangements and times but allows variation of shift times by consultation. Some temporary 
variations have occurred in the past for special and unusual work-loads. Staff numbers on these two shifts are split as 
follows: 1) Tuggeranong is split with 50% of staff on the morning shift and 50% on the afternoon and 2) Belconnen is 
split with 60% of staff in the morning and 40% in the afternoon. There is no Saturday work, but EA specified overtime 
occurs each Sunday for 7 staff for 4 hours at each depot. 
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management on a case-by-case basis. Provision of ‘institutionalised overtime without 

specific approval’, as embedded in current EA arrangements, is considered to be poor 

practice. In addition, we question the compliance and accounting arrangements relating 

to payment of cash meal allowances.  

Fifth, there are currently several unfilled maintenance positions at ACTION. It is difficult 

to understand the economics of maintaining vacant positions and paying continuous 

overtime at double time rates. Filling these vacancies could then effectively provide a 

bolstered staff capacity for enhancing maintenance provision of buses to the morning 

peak. All of these changes will require EA negotiation and it is not likely that such 

arrangements could begin before 2017. 

Sixth, trends suggest there is increasing pressure on ACTION’s spares ratio.27 Transit 

agencies have a clear incentive to maintain as low a spare ratio as possible, as each 

additional vehicle operated means one more bus that has to be parked, maintained, 

insured, etc. On the other hand, having a spare ratio that is too low may result in some 

bus runs not being operated because there are no vehicles available. An ageing fleet 

and growing network put additional pressure on this ratio. In addition issues such as bus 

type mix and fuel mix (CNG require higher maintenance attention) are all considerations 

in setting the spares ratio.  

At ACTION, adjusting the ratio can really only be achieved by one of two methods: 

 Lowering the network requirement, i.e. adjusting the services required downward; 

and 

 Raising the number of buses (will require purchase of additional vehicles). 

Alternatively improving the productivity of the maintenance function may lower the level of 

service failure and allow the spares ratio to remain at the current level. As mentioned 

earlier, adjustment of the staff to fleet ratio by aligning shifts is therefore a key 

consideration if ACTION are to deliver scheduled services. 

8.5.3 Maintenance Strategy 

As discussed earlier within strategy there are a number of key sub strategies required at 

ACTION among them being both a Maintenance and a Fleet strategy. 

A comprehensive Maintenance Strategy would discuss the key requirements relating to 

labour and fleet settings including the optimum shift and staff ratio settings as well as 

the model of fleet maintenance to be used. Implications for fleet, depot and costs 

including the ‘make or buy’ decision and any contract or outsourcing discussions and 

sourcing arrangements should also feature. Consideration of safety improvement, safe 

work practices, procedures, processes and ergonomics should also be considered. 

We offer a Maintenance Strategy Framework at Appendix E.3 which specifies all of the 

key issues to be addressed in developing a Maintenance Strategy. 

There is a close relationship between the Maintenance Strategy and the Fleet Strategy, 

but they are not the same.  

                                                

27
 This refers to the percentage of total vehicles that are not needed in peak service out of all the vehicle that are used in 

peak service. For example, suppose a transit agency has 200 buses, of which 160 are needed in peak service. The 
remaining 40 buses are kept in case there is a problem with the first 160 buses, thus, the spare ratio is 40/160 or 25%. 
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The Maintenance Strategy is primarily concerned with the management-in-use phase in 

which the maintenance of the asset takes place, while the Fleet Strategy mainly relates 

to the planning and investment/ procurement phases. 

8.5.4 Fleet Strategy 

A comprehensive Fleet Strategy would deal with key issues relating to the type of 

network being run, the impact this would have on fleet type selections, fuel, 

maintenance, facilities required etc. as well as the setting of key policies relating to 

DDA,  fleet age, funding, retirement and asset renewal processes.  

We offer a Fleet Strategy framework for guidance in developing a Fleet Strategy at 

Appendix E.2. 

8.5.5 Next Steps 

The need for key internal service agreements has been briefly discussed within the 

Management System section of this report and is briefly reprised here. 

Currently ACTION’s maintenance section is constrained by EA rules that effectively take 

precedence over operational requirements. These are mainly expressed in limitations to 

shifts, weekend overtime, set staff numbers and penalties outside of the composite rate 

as well as RDO impacts on operational requirements. 

These limitations mainly inhibit managers from achieving daily peak demand for fleet 

availability through restrictions on shift arrangements. In some cases where peak bus 

demand has not been met this can directly result in dropped trips. Figures for service 

failures in the 2014-15 period July to November indicate that 201 services were 

cancelled due to ‘no bus’ and 663 as a result of ‘breakdowns’. Clearly this impacts on 

the standard of service delivered to customers and hence should be minimised. 

We recommend that an improvement process focussed on elimination of constraints 

begins with the creation of an internal service agreement between ACTION’s 

Maintenance and Operations. This provides a culture ‘reset’ that would ensure a 

renewed focus on fleet availability and helps to highlight primary inhibitors as they are 

encountered. 

Programming of workforce attendance should be realigned with peak work demand in 

order to increase the staff to bus ratio on each shift and we support ACTION management 

in recommending an urgent adjustment and a staggering of shift arrangements as set out 

below: 

 Implementation of a drop shift 5.00am to 2.00pm with two-thirds of staff. 

 Implementation of a varied afternoon shift 1.00pm to 10.00pm for one-third of staff. 

 It may be wise to also consider introduction of a day shift and rotation of some 

specialist staff through this shift. 

 In addition, we recommend removal of the rostered day off and suggest that staff 

move to a staggered 9 day fortnight (9 on 1 off). 

 The entire maintenance workforce should be required to work on Fridays. 

 We see no need to work on Saturdays under the current network setup but we 

recommend that this be an option in any future rosters. 

 We also recommend consideration of use of casual staff for night shifts as another 

option. 
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These changes would require adjustment via the enterprise agreement or by a separate 

agreement but should be cost neutral as they involve no change in numbers or hours in 

total, merely shift spread.  

Consistent with the realignment of shifts above, we recommend that the fueler and 

cleaner shifts be adjusted to 5:00am to 12.00pm and that the current mix of part-time and 

full-time fuelers be adjusted to increase the number of full-time positions (reduce part-time 

positions). Consistent with business needs, the elimination of the RDO in favour of a 9 day 

fortnight is recommended to ensure staff to bus ratios are sufficient. These changes 

should also be cost neutral 

In terms of workshop overtime, we recommend that Sunday continue to be available for 

overtime but only on an as-needed and approved basis. We recommend via enterprise 

negotiations the cancellation of ‘perpetual Sunday overtime’ as set out in the EA in 

favour of ‘As needed and authorised overtime’ for specific work task backlog. Savings 

from this may prospectively be applied to a limited increase in mechanical staff. 

8.6 Procurement 

In this section we consider three procurement issues that we consider relevant to 

ACTION’s organisational efficiency: the Major Unit Overhaul (MUO), general out-sourcing, 

and inventory management. 

8.6.1 Major Unit Overhaul 

Considering the make or buy equation for an organisation is a key assessment for 

maintenance operation strategy. Typically this assessment is made to establish whether 

an external provider can provide a cost effective alternative to internally produced units 

in order that internal resources are then able to be redirected to core functions or taken 

as savings. 

For Major Unit Overhaul (MUO) at ACTION, this assessment should be applied to major 

components where some level of specialisation could result in such savings.  

Candidate components are: 

 Engine rebuilds 

 Transmissions (These are already purchased as units) 

 Differentials 

 Air Conditioner units 

 Alternators 

 Seat repairs 

 Swappable electronic components 

 Ticketing modules 

Each of these could potentially be outsourced subject to likely turnaround and delivery 

times from Sydney or other capitals. Such delays may be able to be accommodated with 

on-site inventory adjustments.  

This could also be extended to a range of other components yet to be identified. In 

particular, complex electronic modules could be better being diagnosed on-site but then 

swapped out and returned for supplier refurbishment rather than for internal repair. 
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The key discipline in cost effective management is to have excellent labour cost and part 

cost data on which to make scientific assessments and comparisons. Criteria involved in 

making such an assessment clearly includes costs, but quality, timeliness, durability and 

warranty factors must also be considered, i.e. it is not good to find a supplier for half the 

price if the units are not durable and have to be swapped out three times as often. 

Making such an assessment would normally take the form of a detailed analysis using 

specialist resources under the supervision of a procurement contracts manager. 

Currently ACTION are ‘making’ or maintaining in house several items that are 

candidates for detailed make or buy analysis. These candidates include engine rebuilds 

using kits and we are informed that it is more cost effective to retain this work in house 

than to purchase these from original equipment suppliers. Detailed labour cost 

information for this work would be required to ascertain the veracity of this information. 

Each item currently maintained by MUO should be assessed in a ‘make or buy’ analysis. 

A comprehensive make or buy analysis, however, requires access to detailed job work 

data that includes labour. In an environment where there are multiple trade employee 

types, differentiation of time spent on jobs and the labour rates by type are important 

considerations. Trade types within MUO include electrical, electronics, panel beaters, 

spray painters and mechanical staff. 

This data should be available via detailed job analysis in the TIMS system, but is only 

partially completed. At present labour timesheets are not completed and therefore there is 

little visibility of labour cost. Given that there are roughly 26,000 jobs performed by MUO 

annually, the size of the data deficiency issue can be easily understood. Furthermore 

there is no current visibility of TIMS data via the netBI business analysis tool which makes 

any level of data analysis extremely difficult. 

If the make or buy assessment of key items indicates that MUO is cost effective then this 

would be an argument for retention. 

8.6.2 Outsourcing 

8.6.2.1 Barriers to Outsourcing 

The EA contains specific ACT Government clauses that in our opinion discourage the 

outsourcing of work. Some would see these as also directly impacting the ability of 

organisations to do things in the most cost-effective way, e.g.: 

The ACTPS is committed to promoting permanent employment and job security for 

employees within the ACTPS and accordingly agrees to the provisions in this clause.  

B11.2 The ACT Government is committed to:  

a) minimising the use of consultants/contractors across the ACTPS;  

b) minimising the use of sub-contractors and increase the use of direct 

employment of workers across the ACTPS;  

c) reviewing and assessing outsourced services with the ambition of returning 

these to direct ACT Government provision where the review demonstrates a 

beneficial outcome to the community;  
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d) supporting direct employment relationships, but where sub-contractors are 

operating, that industrial and legal mechanisms to protect their rights, be 

developed and implemented.  

It is our belief that these clauses are incompatible with cost effective management of a 

commercial bus service and that the principles in the EA should be reviewed. 

8.6.2.2 Strategic Sourcing 

Strategic sourcing is the process of rationalising the number of individual purchasers to 

a central contract where possible (where there is discount applied for purchase at 

certain volumes). In many cases, the process can involve rationalising 500 to 600 

suppliers down to a core of 100 or less. Fuel, lubricants, tyres and many other items are 

candidates for a strategic sourcing approach. (Fuel and tyres are already sourced this 

way.) Such an approach requires a strongly negotiated outcome with a formal contract 

and usually a sole supplier. 

While not within the scope of this project, it is apparent that the extension of a strategic 

sourcing program under the guidance of a competent contracts manager could provide 

large savings to ACTION, although without actually undertaking such an exercise the 

savings cannot be predicted. In our staffing and structure section, we have suggested that 

ACTION create a Contracts Manager position to manage such an approach. The creation 

of a contracts register is a high priority task needing attention. 

Initial steps toward a strategic sourcing approach include: 

 Developing complete purchasing data sorted by type, volume and then by supplier 

 Aggregating types and volume 

 Seeking out those purchases where sufficient volumes may attract a sizeable and 

suitable discount, and where supplier performance and quality is satisfactory 

 Discussing or tendering for those that represent the largest value and volume 

 Pursuing a single supplier agreement with the key volume suppliers with a firm price 

and period 

 Producing a master list of approved and single suppliers 

 Supervising purchasing to ensure that the purchases are through the agreed 

supplier 

Such sourcing arrangements can also include innovative practices where the vendor 

creates vendor-held stock on-site (held but not charged until used). 

All such issues above should be addressed and where possible resolved within the overall 

maintenance strategy. 

8.6.3 Inventory 

We have recommended that the inventory management function report to a new position 

the Procurement Inventory and Contracts Manager because of the inventory relationship 

to strategic sourcing and to Fleet Operations. The Procurement Inventory and Contracts 

Manager should report directly to the Fleet Operations Manager. At a later time an 

internal service agreement should be developed so that inventory meets fleet 

requirements in relation to: 

 Stock supply 

 Stock levels 
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 Delivery timeliness 

 Value 

 Thresholds 

Inventory forms a necessary component of the overall maintenance strategy and the 

fleet strategy and a section within each strategy should express the inventory 

requirements and goals. 

Issues such as the number of different bus types and peak bus availability directly affect 

inventory organisation, targets and settings, and in turn fleet are directly affected by 

parts stock availability and in particular by run-outs. 

The number of stores is ultimately determined by the number of maintenance facilities 

and depots and the ability to provide parts quickly. Future depot organisation may 

dictate an increase in the number of mechanical workshops and this will also affect 

inventory organisation. 

An increase in the number of stores can also lead to improved availability, but ultimately 

leads to stock duplication and increased inventory holdings. Ideally a business should 

function with only one store, but where there is a major distance between locations this 

must be balanced with the excessive travel involved in courier movement from a single 

store, as well as the delay in provision of parts.  

Finally, the courier role will be crucial to ensuring that parts availability across all 

maintenance facilities is a seamless service. 

See also finance commentary in Section 8.3.3.3 relating to contracts spares and the 

level of inventory currently held. 

We see that there is an opportunity to reduce cost through a review of the 

stores/inventory function, setting of tighter thresholds, removal and sale of obsolete 

stock (buses no longer in fleet) and lowering of stock inventory holdings. In conjunction 

with strategic sourcing negotiations, we would see the need for contracts with OEMs to 

maintain supplier held stock and provide service standards in relation to minimum 

holdings and delivery of other key components. 

Key impacts on inventory cost are related to decisions made in the Fleet strategy 

relative to numbers of bus types. 

8.7 Training 

8.7.1 Introduction 

At present ACTION offers a well-organised driver-training curriculum that results in 

accreditation of drivers and sets a minimum standard for all ACTION drivers. This 

training is delivered by a combination of classroom and on road assessment and is 

conducted as driver intakes occur, and for the most part prior to drivers becoming part of 

the operational roster (thus alleviating programming and resource planning issues 

involved with block release of drivers). 

The opportunity exists for ACTION to review and optimise the learning delivery process 

to suit a large in field workforce.  
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A key quandary for ACTION, which is common to many other organisations where the 

majority of staff is in the field continuously, is ‘What is the best mechanism for training 

delivery’? While ‘face to face’ course based training is often preferred by trainers, the 

reality is that bringing in large numbers of drivers for a program of training is a difficult 

logistical operation requiring multiple courses for long periods. It is extremely resource 

intensive and operationally disruptive as well as extremely costly. In addition, it affects 

resource availability and core operations. 

A single refresher topic can in theory present as a program of work that may take a 

whole year to deliver across a driver workforce consisting of hundreds of drivers. 

8.7.2 Bus Driver Training (BDT) 

We regard the current driver training as effective and well-delivered. The initial course of 

21 days represents four weeks and one Saturday of training.  

This is conducted as an accredited training program under the Australian Qualifications 

framework leading to a Certificate III in Road Transport. There are 19 Certificate III 

modules, 8 to 10 conducted in an initial course with the balance over 18 months. Each 

module takes a half day on average.  

Drivers are able to gain a heavy vehicle qualification after six months that also provides 

a further pay rise. Heavy vehicle upgrade training occurs off road and is two half days of 

training. 

Trainers are drawn from the driver workforce and are paid at a standard rate, with acting 

trainers paid at TO2 rate (5 x permanent, 10 x acting positions). Training is paid for by 

overtime to replace the drivers on roster. 

Drivers are paid to train during all courses. Assessors validate competency against a 

matrix (logbook) by travelling with drivers on the bus. Questioning and written 

assessments are used for formative assessment during Bus Driver Training (BDT) 

courses. 

Where drivers are to be released for training, the trainers see depot starters to obtain a 

release for training and this only requires one days’ notice to arrange. Trainees are 

covered by the spares ratio. Most of the post BDT involves observation on the bus 

(trainer attaches to driver roster) on a one to one basis. Diversity training is mainly in 

BDT as part of a national competency. 

Beyond this BDT and heavy vehicle upgrade training, programs involving the need to 

train large numbers in a particular subject, e.g. equity, are problematic for ACTION. 

In terms of other methodologies and their suitability for driver training, there is only 

limited ‘non-driving’ time within shifts to permit short period training.  

Any learning delivery option therefore would need to be suitable for in field deployment 

or in depot deployment, as well as utilise short blocks of non-driving time and be 

suitable for drivers to receive without trainer presentation involvement, i.e. self-paced 

individual learning. 

8.7.3 Options 

Typical methodologies that can meet these requirements are: 
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 Online delivery utilising video and web based assessment 

 Paper or web based self-paced learning 

Online delivery is extremely good for presentation of skills based techniques, presentation 

of customer service interactions and other scenario presentation, e.g. fare collection 

training. 

In addition, the cost of preparation, presentation, hosting and delivery of such programs 

has fallen dramatically in the last 10 years such that it may be a realistic option for 

ACTION relative to the expense of taking large numbers of drivers off the road. 

One obstacle to these methodologies may be an unpredictable union response to the use 

of driver time for web-based technologies, but these are growing in all other industries so 

this is not a valid reason for not pursuing this. In addition, the public across all ages are 

now usually able to use web-based mechanisms without support. 

8.7.4 Need for Release 

It may be possible to adjust ‘other duties’ and standby time to include modular online 

training in very small blocks of self-paced learning or online learning via smart phone or 

tablet presentation.  

Alternatively it may be possible to use split shifts as a mechanism for utilising some shift 

time for units of training in kiosk based learning environments at depots. If either option 

were to be utilised, the time should be formally programmed via HASTUS so that it is both 

accounted for and realistic as defined a training duty. Off-duty completion of modules, 

overtime and home study are also options. Both the Certificate III and the heavy vehicle 

qualification provide portable job skills for drivers. 

Private operators such as QCity in Queanbeyan also run their own courses. Licence 

upgrades to heavy vehicle qualifications are done internally because the Transport 

Industry Skills Centre charges $900 per upgrade. ACTION now has six trainers qualified 

to do heavy vehicle licence upgrades. 

We do not see any real benefit in outsourcing an arrangement that is well-run and delivers 

qualified drivers for ACTION. 

8.7.5 Additional Driver Training 

Additional driver training content that is currently required for drivers includes: 

 Fraud and ethics (revised version – not TAMS); 

 Driver refresher training requires code of conduct, respect equity diversity, fraud and 

ethics; and 

 Fares collection training including conflict management identified in the Revenue 

Protection section. 

Delivering this training in a face-to-face course mode may be cost prohibitive (see 

example costings below). 

8.7.6 Other Staff Training 

Specialist bus operations training for the remaining operational staff requires some 

improvement as much of the standard programming does not include material that directly 

assists with bus operation management. 
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As this involves a small number of specialist staff release for course-based training is not 

such an issue. 

Notable training requirements identified during this review includes: 

 Use of netBI, including data analysis and report generation 

 Problem solving and continuous improvement 

 Use of HASTUS rostering tools 

 Time management 

 Train the trainer 

 Train the author (instructional design) 

 Facilitation skills 

 Incident response and management28 

 Procedures writing 

 Job design and safe work practice development  

In addition to these specific learning requirements, ACTION must also source or deliver 

normal training and development for staff, i.e. supervision, project management etc. 

We recommend development of an enhanced Capability role within ACTION to manage 

the overall needs of a professional bus operation in addition to driver training. 

8.7.7 Cost Savings Example 

Table 54 provides an example of the indicative costs of face-to-face and web-based 

training. It should be noted that this is only a very rough comparison. A full cost benefit 

analysis and research into appropriate content management and delivery mechanisms is 

warranted but is not within the scope of this project. We understand that Roads and Public 

Transport within TAMS may have already begun developing options in this area and we 

are willing to assist with this research and development as well as with development and 

presentation of key in house material such as problem solving and continuous 

improvement and train the trainer. 

                                                

28
 As discussed in Section 8.4. 
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Table 54: Comparing Costs of Face-to-face and Web-based Training 

Face to Face Training Costs Web based/Self-paced material Costs 

Development of material – 

writing time 

(Assume 2 weeks at ASO6 

using loaded rate $61 per 

hour approximately) 

One time cost 

80 * $61 = 

$4,880 

One time cost 

Double writing time to 

accommodate integration of web 

based materials 

Add $2,000 for one time 

development of video content 

160 * $61 = 

$9,760 + 

$2,000 

Total 

$11,760 

Printing of workbooks and 

presentation materials. 

Assume 100 pages at 

$0.20c per page 

Each book $20 

100 driver books 

$2,000 

Nil – on line materials 

Learner may print out 

Expect 50% print out 

 

$1,000 

Venue costs including 

morning & afternoon tea 

Suggest internal venue 

cost of nil plus $5 morning 

afternoon tea 

100 venue costs 

$500 

Depot Kiosk 

One time set up (Assume $6,000 

for location, computer ) 

No on-costs 

$6,000 

Block release of 10 staff @ 

notional driver rate of 

$55.73 per hour for 8 hours 

=$4,458.40 

All drivers released must 

be covered so this cost is 

an extra cost above the 

network. 

$44,584 

Total for 100 

drivers 

Uses available standby time or 

blocks of 30 minutes 

Assume content is compressed into 

4 *0 .5 hour modules and absorbed 

into standby time 

Expect 50% absorption and 50% 

extra duty 

2 hours * $55.73 * 100 drivers = 

$11,146/2 

Total for 100 drivers = $5,573 

$5,573 

Trainer wage 8 hours at 

ASO6 loaded rate $61 

$488 Nil Nil 

Post course marking and 

assessment. Suggest 4 

hours at ASO6  

$244 Nil – auto assessment Nil 

Total $52,695  $24,333 

Cost per person based on 

100 drivers 

$526.95 Cost per person based on 100 

drivers 

$243.33 

Economies of scale? Constant Comment Positive 

8.8 Work Practice Improvements 

In this section we consider some ancillary improvements to work practices that emerged 

from our review, specifically: 

 On-time running and driver behaviour 

 Restrictions on rear door loading 

 Despatch function at the depots 

 Transequal fuel system 

 Information systems 

 Integration of TIMS payroll and fuel systems into netBI 
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 Commercial provision of IT 

 Application of new technologies 

These improvements are generally intended to enable better control of service delivery, 

system integration, and revenue control. We comment on each of these areas and make 

preliminary recommendations where practicable, but have not fully costed or assessed 

their implications. 

8.8.1 On-time Running 

The concept of on-time running is not well understood outside of the public transport 

industry.  

Effective on-time running for a trip is not only when the journey starts on-time and ends 

on-time, but where the journey is on-time throughout the trip at the predefined points or 

stops. A bus that is early is ‘not on-time’ and can be a source of annoyance to a 

passenger who may miss the bus because it passed the stop too early. A bus can be on-

time at the start and end of the journey but can be late or early throughout the trip causing 

passengers to miss the bus if early and dissatisfaction if late. On-time running is generally 

determined by a combination of schedule accuracy29 and driver behaviour.  

Potential savings arising from removing excessive run-times have been presented in the 

Section 6 of this report. In this section we outline some wider considerations for 

improving on-time running. 

The cessation of union run timing and use of averaged real data should provide more 

accurate initial run times and likely deliver considerable savings from Network 14 onward. 

With the advent of Real Time Passenger Information and with effective use of netBI, on-

time running will be recorded and able to be monitored. This will enable proper on-time 

running analysis throughout the trip, and requires consideration of any variation 

introduced by traffic conditions or issues by times of day, i.e. on peak, off-peak, 

congestion points, school finishes  

Drivers are as aware of on-time running pressures as managers and will often use their 

own techniques to compensate. Common driver responses to inaccurate run times 

include: 

 Cutting runs 

 Missing stops, driving fast, and/or not collecting cash fares to save time 

 Changing speed during the run because timings are incorrect 

 Starting the run early in order to finish on-time  

Through the use of netBI, ticketing and Real Time Passenger Information systems in 

particular, some of these behaviours have been defined. We suggest that ACTION 

continue to integrate these technologies into their operational practices. 

                                                

29
 Schedule accuracy is a generic term used to describe the degree to which the timings for runs set within HASTUS 

match actual travel conditions encountered, including traffic congestion and passenger demands. Note that due to the 
inter-linked nature of the vehicle trips within driver shifts, inaccuracies in the scheduled times for one trip can cascade 
through the network and affect subsequent trips in the shift. 
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8.8.2 Restrictions on Rear Door Loading 

One special issue with on-time running is the effect of not using the rear doors for 

loading despite ticketing equipment being available for rear door access. 

At present, there is a prohibition on the opening of the rear bus door for loading 

purposes during peak hours due to safety concerns and concerns relating to lost 

revenue. There have been some notable concerns over many years where passengers 

have become entrapped in rear doors as the driver pulls away from the platform. While 

safety of passengers is a genuine issue, we are aware of no other jurisdiction in 

Australia that operates a blanket ban on rear door loading.  

In these jurisdictions, the risk has been mitigated through initiatives such as: 

 Improved mirror vision of the rear door exit well 

 Camera installation providing vision of the rear door exit well 

 Interlocks on transmissions not allowing bus movement unless the door has been 

closed. 

The practice of not opening the rear bus door increases bus stop dwell times. Exiting 

passengers are forced to move against the flow of passengers boarding the bus. This also 

prevents full loading of the bus as passengers understandably become resistant to 

moving toward the rear of the bus in the full knowledge of knowing how hard it will be to 

exit the bus in time at their stop. Ultimately, this will flow through to increased overall cost 

per kilometre. 

This particular practice has both a revenue limitation impacts as well as an increased cost 

impact due to slow running and restricted use of capacity. In addition, it has a negative 

impact on overall passenger comfort and journey satisfaction. A detailed dwell time review 

would need to be conducted in order to compare dwell times (non-peak) with dwell times 

(peak and rear door closed) in order to calculate differentials in timing.  

Use of netBI is recommended for assisting with this study, which should examine dwell 

time variations of all peak and non-peak services. 

We recommend that ACTION consider use of the rear door for loading and as mechanism 

to enable this conduct a peak-hour dwell-time study to better understand the impact of the 

restriction of rear door loading on the network. 

8.8.3 Despatch Function at the Depots 

The despatch function at the depot has been improved with new sign on terminals that 

automate the signing on process. This aspect of despatch is now regarded by most as 

functioning well notwithstanding issues relating to driver spares ratio that have been 

discussed in Section 7.2.2. 

Despite this, the rostering process in use is still a hybrid spreadsheet process developed 

at depots. There is some variation in approach at each depot and no formal procedure in 

place 

HASTUS, the scheduling software allows the purchaser to develop a network, frequency 

and coverage for the provider to then deliver or operate. 

HASTUS also has a second complimentary software module that rolls the schedule down 

to the operator roster level. This is called Hastroster and is specifically integrated within 
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the software for operator rostering purposes. We have been advised that depot staff at 

ACTION continue to use their own spreadsheet based software rather than Hastroster as 

they have not been trained in the Roster module.  

While we appreciate resistance to process change due to the pressure to deliver the 

network daily, Hastroster clearly offers a better longer term solution. Ultimately, it should 

provide enhanced depot rostering abilities, create additional savings, reduction of service 

cancellations and make life generally easier for the key roles (starters). In addition, use of 

Hastroster would enable completed rosters to be accessed via a netBI data extract, thus 

enhancing analysis and continuous improvement of the rostering process. 

8.8.4 Transequal Fuel System 

Recently ACTION moved its fuel management system from Fuelscan to Transequal. The 

Transequal system has now been fitted to all buses and to the fuelling station. 

The Transequal fuel system consists of a two-part transponder, which deals with both 

fuel and kilometres travelled. The kilometre-tracking component is via connection to the 

bus transmission. Fuelling information is triggered when the bus transponder senses a 

pavement loop in the depot. The transponder then provides bus ID to the fuel system 

and marries it with the fuel data once the bus is fuelled. The bus transponder tracks both 

the fuel loaded and kilometres travelled by the bus. 

Information is saved on a server system managed within ACTION. This server has not, 

however, been linked to  netBI by way of a data extract so ACTION is not able to access 

a key component of the overall efficiency calculation, i.e. operation fuel and kilometres. 

The number of buses in the fleet and total kilometres travelled are important inputs into 

fuel discounts and pricing. 

Business rules ensure that if the bus transponder is not working then the bus cannot be 

fuelled until the bus transponder is fixed. All fuel transponders are therefore functional at 

all times.  

However, we have been advised that the kilometres transponders on multiple buses are 

not currently working. These are being progressively fixed but there is a requirement for 

a concerted effort to fix the remaining fleet so that data is complete and accurate. 

Currently only bus fuel consumption can be provided, but bus kilometres cannot.  

Because not all transponders are currently working, total fleet kilometres are not being 

measured accurately by the transponder method, but instead by a manual process that 

involves averaging vehicle fuel consumption to calculate kilometres. While there are 

enough buses of each type to provide fuel consumption average figures for each type of 

bus relatively accurately, the direct transponder method would be superior and more 

accurate – especially concerning monitoring the relative efficiency of individual drivers. 

To support ACTION in fixing the non-operative transponders, Transequal have supplied 

ACTION with manual transponder readers to allow transponder checking. We 

recommend steps be taken to fix the kilometres transponders and integrate the resulting 

data within netBI. 

8.8.5 Information Systems 

ACTION currently uses the following primary IT systems: 
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 netBI, which provides web based business intelligence and reporting functions, 

including incidence management 

 HASTUS, which provides the network scheduling and rostering capabilities 

 Transequal, which provides the fuel management system 

 TIMS, which Maintenance and Inventory systems 

 RTPI, which provides passengers with real time information and ACTION with 

vehicle location and tracking capability 

 MyWay, which provides the fares and ticketing capability 

 Chris21 and Aurion payroll systems 

The following sub-sections discuss the adequacy of the system  

8.8.5.1 System Adequacy 

All systems are regarded as adequate, but there are several issues that should be 

resolved as soon as possible to ensure that the ACTION systems are optimised for 

operational use and management purposes. These are: 

 As discussed in 8.8.4, the Transequal fuel system is not completely operational due 

to faulty transponders on multiple buses. These need to be fixed as a matter of 

urgency so that complete bus data is available for costing purposes.  

 HASTUS continues to operate below its potential. This is due to the following: 

 Hastroster is not currently being used by depots for driver rostering. Instead, 

local spreadsheet based rosters are still being used. Hastroster should be 

implemented as a matter of urgency to complete the improved despatch 

process. 

 HASTUS being a complex and computationally intensive application that, in our 

opinion, warrants a dedicated hosting/support environment. For example, one 

network run can require up to three days of intensive processing. External 

hosting or a dedicated ACTION server should be considered to significantly 

reduce these times. 

 Management of payroll migration from Aurion to Chris 21 by Shared Services has 

been problematic and is still not resolved. Additionally we doubt that the software 

has the capacity to provide sufficient granularity and reporting detail. A large portion 

of the ACTION payroll has not been migrated to the new software but Shared 

Services have struggled with the migration process over a number of years. 

Currently ACTION payroll is not up to date, cannot be properly acquitted or even 

reviewed and financial analysis cannot be properly conducted. ACTION cannot 

support two payroll systems. We have been  informed that before the migration can 

be completed that HASTUS needs to be upgraded by 3 versions to be able to 

interact with Chris 21 and that previous upgrade applications for HASTUS have 

been rejected. Regardless of the actual cause, if the migration cannot be quickly 

resolved ACTION should consider a roll back to the original Aurion software as the 

current situation prevents adequate payroll analysis and proper acquittal. Shared 

services do not seem able to resolve this for their client in an adequate and 

sufficiently urgent manner. This issue should be escalated for urgent consideration 

and if a suitable fix cannot be implemented then rollback to Aurion should be 

considered. 
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The following sections consider specific IT system issues, namely integration of data 

within netBI and the number of netBI licenses. 

8.8.5.2 Integration of TIMS, Payroll, and Transequal into netBI 

Full visibility across the ACTION business is not currently possible due to a lack of 

integration in IT services. This inhibits ACTION’s ability to effectively conduct proper 

holistic analysis of the business, and potentially identify opportunities for cost and 

efficiency savings. 

As netBI is the business intelligence tool used by ACTION for analysis and improvement 

purposes, it is important that netBI is integrated across the whole business. Specifically, 

netBI should extend coverage to include TIMS, payroll (Chris 21 or Aurion), and 

Transequal fuel system. 

The payroll data is particularly important. The process of creating extracts is reasonably 

cheap and requires only a number of days work to achieve. We are surprised that such a 

large portion of the payroll information remains unavailable for acquittal, analysis or 

reporting. We see this as a financial and governance risk for the organisation. 

Realignment of general ledger codes with functional areas and tighter input control over 

data entry of expenditure by provision of finance staff within ACTION will also provide 

much improved financial control. 

8.8.5.3 netBI Licences 

We have reviewed the current netBI licence holders. Based on role and organisation 

functions, the mix and training of licence holders does not appear to be completely 

appropriate.  

In terms of mix, licences are currently held by ACTION operations and Network Planning 

and Development, Marketing Communications & Customer Experience and Business 

Support Services. In addition, there are external licences which are currently being used 

by two project staff within MRCagney during this project (temporary), Capital Metro, and 

Chief Minister, Treasury and Economic Development Directorate (temporarily during this 

project). We note a significant difference in the use of netBI across license holders, 

specifically between 1) those who need access to netBI reports and 2) those who use 

netBI for live detailed analysis of data across multiple data cubes. A licence would 

normally be warranted only for the latter, whereas in other roles having access to 

specific reports rather than a live licence are more appropriate.  

In terms of training, we also note that personnel in some key roles that clearly require a 

netBI licence have not had the appropriate training to permit efficient utilisation of the 

tool. Since inception, there have also been multiple changes within the licence-holding 

group. Many of the current licence holders have not been trained in the advance 

functions of netBI, nor are they able to use the software to enable their roles. 

We suggest the mix and training of netBI licence holders is reviewed so that only those 

that use the product for active analysis hold the actual licences. It is critical that 

reporting and analysis responsibilities within each functional area are held by ACTION. 

In particular, the proposed Business Improvement Analyst position within Finance in 

ACTION should hold a licence while others that are expected to use the tool (but do not) 
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receive adequate training in its use. As a minimum the licence holders within ACTION 

should be: 

 the Chief Operating Officer 

 the Finance Manager 

 Business Improvement Analyst, Finance 

 Fleet Operations Manager (When TIMS integrated) 

 Depot Managers * 2 

 Depot Starters 

 The Organisational Development and Risk Manager 

The remaining licences should be shared within TAMS-PT 

 Network Planning and Development  

 Business Support Services 

 Senior Management Group 

External licences should be returned so that a more focussed sharing can occur. 

Licences currently used by Marketing & Customer experience should be reduced in 

favour of specific reports. A comprehensive training program should be conducted at 

some point for ACTION and TAMS-PT. Finally, we recommend the development of a 

specific set of specialist reports for ACTION and TAMS-PT that covers an appropriately 

selected range of KPIs. 

8.8.6 Commercial Provision of IT 

The current IT service delivery and support model does not fit well with the commercial 

realities and expectations of ACTION. 

Service providers fail to grasp the urgency of service required by ACTION or respect them 

as an operational customer in a commercial environment. The long standing and 

incomplete migration of payroll has left the organisation without adequate payroll acquittal, 

reporting or analysis tools with multiple project managers and no recent progress. There 

are doubts that HASTUS is effectively hosted due to long network generation-times. 

In short, the critical strategic software platforms that ACTION requires to operate their 

business are not adequately commercially supported. 

ACTION pay a large amount of money for these services ($1.172 million in 2014) and 

while we have not been able to get an ‘unofficial’ private quote for comparable services 

we are sure that a commercial provider would provide better service and attention at a 

reduced cost. 

Precedent exists with other commercial providers i.e. netBI, MyWay and NXTBus who are 

all hosted outside of the ACT Shared Services network. 

We recommend that ACTION be permitted to seek commercial hosting quotations for 

specialist software such as HASTUS. 

8.8.7 Application of New Technologies 

New strategic software such as Real Time Passenger Information (RTPI) and netBI 

provide access to greatly enhanced analysis opportunities for ACTION. 
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We believe that these programs will unlock greater operating efficiencies if used 

appropriately by ACTION. There are opportunities for both ACTION and Public Transport 

within TAMS to use these tools proactively to affect operations rather than merely respond 

to actual outcomes.  

ACTION should develop new ways to apply the technologies to operational management 

through development of new monitoring and analysis processes. MRCagney are prepared 

to assist in the development of potentially new practices. As an example specifically 

developing techniques to analyse revenue loss as per the revenue management section 

of this report using data matching of ‘running no fares cases’ will deliver tangible savings. 

In our exercise, we were able to specifically identify leakage of approximately $525,000. 

We suggest a program approach based around a ‘top 10 issues’ approach and utilising a 

problem solving methodology. Senior Management could be progressively trained in this 

technique and then take leadership roles in programs of improvements each utilising 

technology to deliver data and facts. 

Each program of investigation should be sponsored by senior management, involve a 

specific project team, have access to an analyst and be prepared to provide hard cost 

savings estimates against the estimate of the cost of the project activities (cost benefit) 

Other projects could include improvement of fare collection processes or the ‘starters’ 

process. 
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9 Service Delivery Models 

This Section reports on the work undertaken on service delivery models, and in 

particular on our assessment of the relative merits of alternative models (options) for the 

bus services currently operated by ACTION.  

Service delivery models refer to the planning and regulatory framework by which bus 

services are procured, operated, and regulated. This includes whether there is: 

 Open entry to the market (‘deregulation’), limited entry (e.g. through periodic 

competitive tendering), or no entry (monopoly) for interested operators 

 The basis for operator selection in limited entry markets (the role of the procurement 

process, whether by competitive tendering or other means) 

 The roles of operators versus government authorities in the provision of services 

(e.g. relating to the determination of services and fares, the provision of vehicle 

depots and other assets, the responsibilities for cost risks and market risks) 

The provision of advice on appropriate future service delivery models for the bus 

services currently operated by ACTION is a key task for the project. The option that is 

ultimately chosen can have substantial and long-lasting effects on both technical 

efficiency (‘services at least cost’) and allocative efficiency (services best meeting 

market needs) of the bus operations. 

The section is arranged as follows:  

 Section 9.1 sets out a typology and key characteristics of bus service delivery 

models (regulatory and procurement arrangements) and provides examples of cities 

in Australia and internationally where the various models are adopted 

 Section 9.2 describes the development of a number of service delivery options 

suitable for comparative assessment in the ACT context 

 Section 9.3 presents our assessment of the relative merits of alternative service 

delivery options in the ACT context 

 Section 9.4 outlines next steps for both of the alternative service delivery options 

that were considered 

 Section 9.5 summarises our conclusions on alternative service delivery models for 

the ACT situation 

9.1 Service Delivery Models – Typology, Examples, and 

Experience 

9.1.1 Model Typology 

A wide range of potential bus service regulatory (delivery) models may be defined, and 

indeed are encountered internationally. While different researchers/authors categorise 

such models in different ways, we consider that competition is the primary dimension 

through which we distinguish different models, as it has the largest impact on model 

performance: and we therefore give primacy to this dimension. Table 55 sets out our 

suggested model typology, and includes examples of cities where each model is found 

in Australia and internationally.  
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Starting with the competition dimension, the key model groupings are as follows: 

 Monopoly – divided into government/public monopoly (1) and private monopoly (2). 

Both types exist in Australia. 

 Competition for the market – where the government specifies the service 

requirements (loosely or tightly) with operators then participating in some form of 

periodic competition (‘tendering’) to provide the services for a defined period at their 

tendered price. ‘Franchise’ (3) is a term often used for situations where an operator 

contracts to provide all services in an area, usually on a commercial basis. 

Competitive tendering (4) has been used for situations where operators bid (for 

subsidies) to provide services largely specified by the authority. Competitively 

tendered (CT) contracts may be either for routes/route groups or for all services in a 

network/area, the latter being more common in Australia. 

 Market initiative – where an operator takes the initiative to specify and provide 

services on a commercial (non-subsidised) basis. This may be on a non-

exclusive/open entry basis, for an indefinite time, sometimes referred to as 

‘competition in the market’ (5.2 as UK ‘deregulation’); or it may be on an exclusive 

basis for a specified period. Neither of these models exist in Australia (the current 

NZ model involves ‘deregulation’, similar to the UK model, for some services).  

Apart from the competition dimension, and the ownership sub-dimension covered in the 

first two columns of Table 55, other key dimensions include: 

1) Economic regulation – covering the roles (authority vs. operator) in specifying 

fares, service level policies and service quality standards. 

2) Subsidy levels and policies – while general subsidies are found in most urban bus 

operations, examples are also found of passenger-related subsidies (e.g. as in UK 

‘deregulation’) and in some cities of full cost-recovery (franchised) operations (e.g. 

Singapore, Hong Kong). 

3) Provision of assets – by the operator vs. the authority. 

4) Service planning responsibility – this is often a joint function between the 

operator and the authority, with the authority then having the final say (although 

there are many variants on this dimension). 

5) Revenue risk – a range of policies is found on this topic, in part influenced by how 

much latitude the contract allows the operator to adjust services. Common models 

are that the operator takes: (i) no revenue risk– a gross cost contract; (ii) all revenue 

risk– a net cost contract; or (iii) partial revenue risk– essentially a gross cost 

contract with some form of revenue incentives relating to increases/decreases in 

patronage or fare revenue. 

Table 55 sets out our suggested model typology, and includes examples of cities where 

each model is found in Australia and internationally. More detailed notes to assist in 

interpreting the model are provided in footnotes to the table.  

Under this typology, current Australian metropolitan contracts fall mainly into one of two 

groups: 

 Monopoly operation, by either a government operator (1) or a private operator (2)  

 Periodic competitive tendering (4), mostly for network/area-related contracts, 

primarily through gross cost contracts with some form of revenue incentive 
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Interestingly, New Zealand is in the process of moving from a hybrid system of 

‘deregulation (5.2) and CT route contracts (4.1), mostly net cost, to another hybrid 

system of some negotiated contracts (2.2) and some CT route contracts (4.1), in both 

cases funded on the basis of gross costs plus patronage and/or revenue incentives. 

In Europe, unlike in Australia, CT route-based contracts are most common, although 

some cities have primarily network/area-based contracts (particularly in France, where 

some quite sizeable cities have only a single contract). 
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Table 55: Metropolitan Bus Service Regulatory Models – Typology and Examples 

Model Type
30

 Competition
31

 
Econ 

regn
32

 

Operator 

Types
33

 
Subsidy

34
 Examples

35
 

Asset 

Prov’n
36

 

Service 

Plg
37

 

Cost 

Risk
38

 
Rev Risk

39
 Notes

40
 

1. Government 

monopoly 

1.1 Govt 

department 
Public monopoly (area) 

A 

(F/S/Q) 
Govt (dept) General ACTION A/O A/O A A Business unit within ACT Govt (TAMS) 

1.2 Stat authority Public monopoly (area) 
A 

(F/S/Q) 
Govt (stat auth) General 

State Transit 

(NSW) 
A/O A/O A A 

SYD (4 contracts) & NLE (1 contract). Contracts negotiated 

based on efficiency targets. 

1.3 GOC Public monopoly (area) 
A 

(F/S/Q) 
Govt (SOC) General Metro Tas A/O O (mainly) A A 

SOC since 1998–previously a GBE and prior to that a statutory 

authority 

1.4 Local govt Public monopoly (area) 
A 

(F/S/Q) 

Govt (local 

govt) 
General BT A/O A/O A A  

BT– commercialised arm (since 1992) of BCC, now regulated by 

TMR/ TransLink 

2. Private 

(‘negotiated’) 

monopoly
41

 

2.1 

‘Grandfathered’ 

(carried over) 

Private monopoly (area) 
A 

(F/S/Q) 
Pvt General 

SEQ—pvt 

MEL (most) 

O 

O 

A/O 

A/O 

O 

O 

A 

A 
 

2.2 Negotiated Private monopoly (area) 
A 

(F/S/Q) 
Pvt General 

NZ (new-some) 

SYD Outer Metro  

O 

O 

A/O 

A/O 

O 

O 

A/O 

A 

Subject to unit cost benchmarking 

New contracts currently under negotiation (3 year term) 

3. Franchise (neg) Private monopoly (area) 
A 

(F/S/Q) 
Pvt None/Commercial 

Singapore 

Hong Kong 

O 

O 

A 

O 

O 

O 

O 

O 
 

4. Competitive 

tendering
42

 

4.1 Route 

contracts 
For market (periodic) 

A 

(F/S/Q) 
Pvt General 

NZ (old-most) 

NZ (new-most) 

London 

Stockholm 

Copenhagen 

Warsaw 

O 

O 

O 

O 

O 

O 

A 

A/O 

A 

A 

A 

A 

O 

O 

O 

O 

O 

O 

O 

O/A 

A 

A 

A 

A 

 

4.2 N/work 

contracts 
For market (periodic) 

A 

(F/S/Q) 
Pvt General 

Perth 

Adelaide 

Sydney (most) 

Melbourne (30%) 

France (Lyon, 

A 

A 

O 

O 

A 

O/A 

A/O 

A/O 

A/O 

O/A 

O 

O 

O 

O 

O 

A/O 

A/O 

A/O 

A/O 

O 

Govt op wound up in 1998. 10-year contract term 

7 contracts 

8 SMBSC contracts (2 ?through negotiation) 

10 year contract 

                                                

30 
Model type and competition. Covers brief ‘title’ of model and form of competition. Key model groups are: 1) Monopoly - divided into government/public monopoly and private monopoly. Both types exist in Australia. Competition for the market – where the government specifies the service 

requirements (loosely or tightly) with operators then participating in some form of periodic competition (‘tendering’) to provide the services for a defined period at their tendered price. ‘Franchise’ (3) is a term often used for situations where an operator contracts to provide all services in an 
area, usually on a commercial basis. Competitive tendering (4) has been used for situations where operators bid (for subsidies) to provide services largely specified by the authority. Competitively tendered contracts may be for either routes/route groups or for networks/areas, the latter 
being more common in Australia. Market initiative - where an operator takes the initiative to specify and provide services on a commercial (non-subsidised) basis. This may be on a non-exclusive/open entry basis, for an indefinite time period, sometimes referred to as ‘competition in the 
market’ (5.2– as UK ‘deregulation’); or it may be on an exclusive basis for a specified period. Neither of these models exist in Australia (the current NZ model involves ‘deregulation’, similar to the UK model, for some services).  
31

 See above. 
32

 Economic regulation. We refer here to the responsibility for setting fares (F), service standards (S) and quality standards (Q). Except under the market initiative models, these aspects are usually primarily a function of the government/authority (A), rather than this operator (0. 
33

 Operator types. This refers to the type of organisation that operates the services. The primary split is shown as being between government/public and private operators. ‘Government’ may be Federal, State or local government, with various possible governance structures (e.g. 
government Department, statutory authority, government-owned company). ‘Private’ essentially covers any party (in NZ, a local government entity competes for contracts with private operators; in UK, some municipal operators compete in the deregulated, and also tendered, markets). 
34

 Subsidy. In most ‘western’ cities, urban bus services are highly subsidised, mostly through some form of ‘general’ subsidy (i .e. not directly related to passengers carried). There are exceptions: the franchise arrangements in Singapore and Hong Kong are essentially on a commercial 
basis, with government adjusting fares periodically (through a pre-set formula) to allow for both cost and price inflation. Note that the UK ‘deregulation’ model is actually quite heavily subsidised, principally through reimbursement of operators for revenue forgone as a result of fare 
concessions for specific groups (children, seniors etc.). 
35

 This column shows an example location or service provider of a PT operator 
36

 Asset provision. This denotes the party that is responsible for the ownership/provision of the main assets required for the bus operation (vehicles and depots). For government operations, the two parties (authority and operator) are essentially the same - although they may be different 
agencies within government. For other operations, in many/most cases the operator is required to provide the assets, although it is increasingly recognised that this imposes a constraint on market entry and hence on levels of competition for contracts. In quite a number of cases, where 
services were previously provided by government prior to outsourcing, government leases its vehicles and depots to the operator for the term of the contract (Australian examples include Adelaide and Perth). A= authority (government) responsibility, O = operator responsibility.  
37

 Service planning. This denotes whether the authority or the operator has the primary responsibility for service planning and development (including network planning, route planning and setting of service frequencies). For route-based contracts, service planning responsibility usually lies 
with the authority (e.g. London, NZ). For area-based contracts in some cases primary responsibility lies with the operator, subject to meeting standards set by the authority and usually also subject to authority approval of any proposed changes.  
38

 Cost risk. This refers to the responsibility for any risks on the cost side - apart from indexation in response to sector-wide cost movements (e.g. fuel prices), which is normally covered by the authority through an indexation formula. In almost all cases, other cost risks are borne by the 
operator. 
39

 Revenue risk. This refers to the responsibility for any risks on the revenue side, primarily patronage. This responsibility varies for different contracts situations, with three reasonably-common sub-models: (i) gross cost contracts, where all revenue risk lies with the authority; (ii) net cost 
contracts, where all revenue risk lies with the operator (but usually with some adjustments in relation to the effects of fare changes on patronage and revenues); and (iii) ‘gross plus incentive‘ contracts, whether revenue risk lies primarily with the authority, but the operator payments are 
adjusted on a predefined formula relating to any changes (usually both increases and decreases) in patronage or fare revenues.  
40

 Notes. This column refers to information supporting the table’s content. 
41

 Contract rollover may depend on performance (against KPIs etc.) 
42

 Usually for fixed term contracts. 
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Model Type
30

 Competition
31

 
Econ 

regn
32

 

Operator 

Types
33

 
Subsidy

34
 Examples

35
 

Asset 

Prov’n
36

 

Service 

Plg
37

 

Cost 

Risk
38

 
Rev Risk

39
 Notes

40
 

Dijon+) 

Netherlands 

(some) 

O O/A O O 

5. Market 

initiative 

5.1 

‘Authorisations’ 

Periodic (in market) –

exclusivity 
 Pvt  Germany (some) O O? O O  

5.2 

‘Deregulation’ 

Open entry (in market)– no 

exclusivity 
None Pvt Pax-related 

GB (excl 

London) (most) 

NZ (old-some) 

O 

 

O 

O 

 

0 

O 

 

O 

O 

 

O 

GB also has gap-filling ‘social’ services (through CT) 

Accounts for a minority of services– remainder gap filling 

through CT. 
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9.1.2 ACTION Policies, Practices, and Experience 

9.1.2.1 Overview of Governance and Management Developments 

The period of review from 1997 to 2013 has seen several variations to the governance 

model applicable to ACTION, as follows: 

 1997 to 2001 – ACTION was a fully-fledged Division within the Department of 

Urban Services (DUS), and as such was in control of all aspects of its business with 

completely separate budgets that formed part of the Department’s overall budget. 

 2001 – Following agreement by the Government and the appropriate legislation 

being put in place, in September 2001 an interim Board was put in place to facilitate 

a smooth transition to the new Authority.  

 2002 to 2006 – The entity ACTION Authority was set up under the ACTION 

Authority Act 2001. The ACTION Authority Board was implemented on 1 January 

2002.  

 2006 – On 19 June 2006, the Administrative (Miscellaneous Amendments) Act 2006 

was introduced with the provision to abolish a number of independent statutory 

bodies, including the ACTION Authority, effective from 1 July 2006, and to repeal the 

ACTION Authority Act 2001.  

 2006 to the present – From 1 July 2006, ACTION became a business unit of the 

Territory and Municipal Services (TAMS) department. Minor changes in ACTION’s 

reporting within the TAMS department have occurred over the subsequent years. 

9.1.2.2 Service Quality Performance 

The basic prerequisite for success for any transport provider is service reliability and 

consistency of delivery of services. Cancelled services and early and late running have 

the most impact on whether the community will continue to use the services and also 

whether new users will try (and keep trying) the services on offer. The potential market is 

likely to be particularly sensitive to service performance in a city such as Canberra, 

where car use is such an attractive alternative for many people and the congestion and 

parking problems are significantly less than in the major metropolitan areas.  

 1997 - 2006: Following poor service delivery over a considerable period, a new 

Executive Director was recruited by ACTION in 1997, placing an immediate focus 

on service delivery throughout the organisation. The objectives were twofold: it 

firstly clearly indicated to the staff that ACTION was serious about service delivery, 

and secondly it sought to restore the community confidence in the bus network. The 

result of this activity was arresting the patronage loss of 15% in 1996 and stabilising 

patronage levels during 1997 and 1998. This strong focus on service delivery was 

maintained through to 2006, with passenger satisfaction being maintained and 

passenger numbers increasing. 

 2006 - 2013: In more recent years, service reliability has been reasonably good, but 

service punctuality appears to have been deteriorating (although the evidence is 

incomplete): 

 Reliability (the proportion of scheduled services that are operated to 

completion) has been above 99% for all years since 2006/07 for which data was 

available. 
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 Punctuality (the proportion of operated services that depart from designated 

timing points within a window between 1:00 minutes early and 4:00 minutes 

late) has been around 70% for years 2011/12 – 2013/14; while customer 

satisfaction with punctuality has deteriorated since 2008/09 (no data prior to 

that time). We consider that the 32% that were not punctual in 2012/13 and the 

relatively large proportion of these (over 40%) that operated early (rather than 

late) constitute sub-standard performance (relative to other urban bus systems 

and reasonable expectations for Canberra). 

A key conclusion here is that the quality of service delivery, particularly in terms of 

service reliability and punctuality, will have a major impact on both passenger numbers 

and community perceptions of their bus services. In a city such as Canberra, ensuring 

that the services run on time should be considerably easier than in most other cities of 

similar or larger size: it should be a top priority of management. 

9.1.2.3 Patronage Performance Trends and Causes 

As indicated above, placing focus on service delivery resulted in previous passenger 

losses being arrested in 1997/98 and an increase of 5% in 1998/99.  

Although reported passenger numbers fell from 15.998 million p.a. in 1999/2000 to 

15.646 million p.a. in 2000/01 this result is deceiving as the new network that was 

introduced during 1999 linked numerous routes between the north and south of 

Canberra. Whereas a trip from Dickson to Woden would have counted as two trips 

under the previous network, under the new network it was counted as only one trip. 

From 2000/01 through to 2012/13, passenger numbers increased from 15.646 million 

p.a. to 18.142 million p.a. over the 12-year period. This represents an average rate of 

increase of approximately 1% per year, which approximately matched the rate of 

population increase over this period. This is considered a reasonable result for a smaller 

city and compares favourably with the corresponding patronage trends in Newcastle and 

Hobart. Regional centres such as Newcastle, Wollongong, Geelong and small cities 

such as Canberra, Hobart and Darwin have a far more difficult task in increasing 

patronage than Sydney, Melbourne, Brisbane, Perth and Adelaide. In these major cities, 

parking prices in the CBD and traffic congestion have a major influence for those 

choosing public transport. In the smaller cities and centres there is an expectation of 

being able to drive from home to work and park all day for the price of a bus ticket or 

free, and this is the greatest challenge in those areas. 

It is noted that paid parking has finally been introduced into the Parliamentary Triangle; 

this process has taken over 10 years to be implemented. 

ACTION’s results have been assisted by a significant increase in bus service kilometres 

operated, from 16.42 million p.a. in 2000/01 to 19.95 million p.a. in 2012/13, which 

amounts to a 21% increase over the period. 

From an effectiveness and efficiency perspective, it is very difficult to draw firm 

conclusions from these results, as the broader benefits of the community utilising public 

transport also need to be taken into account. 

In summary, ACTION should be given credit for continuously making network changes 

and introducing initiatives, such as the REDEX services, to make public transport more 
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attractive to the community and contributing to the achievement of reasonably consistent 

passenger increases over the period of review, in a particularly difficult environment. 

9.1.2.4 Conclusions and Implications for Service Delivery Policies  

During the years 1997 through to 2006, both as a division of DUS and as a Statutory 

Authority, ACTION played a significant role in the broader public transport arena in the 

ACT. Development of the Sustainable Transport Plan that was introduced in 2004 is a 

good example of ACTION’s significant input into the plan development while at the same 

time providing the service delivery role.  

Network development was also primarily driven by ACTION, with appropriate oversight 

and approval by the Department. Industrial Relations and Human Resource issues were 

managed by ACTION in line with the Government’s policy and regulations. EA 

negotiations were separately negotiated by ACTION staff with the relevant unions and 

again in line with the Government’s overall policy requirements. ACTION also took a 

greater role in the various procurement processes, particularly fleet replacement and 

bus facilities such as Interchanges and bus shelters. 

From 2006 to the present, these activities have been progressively brought back under 

direct TAMS control through the Government’s shared services arrangements. 

There were certainly advantages for ACTION in being a fairly autonomous entity when 

reporting through DUS, and more so when ACTION was a Statutory Authority enjoying 

the expertise of a Board for oversight and strategic direction. In addition, the head of 

ACTION reported directly to the Chief Executive of DUS, then TAMS, and was a 

member of the Department’s senior management team. The Chief Operating Officer for 

ACTION now reports through the Public Transport Director who reports to the Roads 

and Public Transport Executive Director who in turn reports to the Director General of 

TAMS.  

ACTION’s current governance model has evolved to be very similar to a service provider 

concentrating on service delivery in line with contracted arrangements and accountable 

for agreed performance measures. This model is similar in a number of respects to that 

provided in other states that have privatised their bus operations. Whether the services 

are delivered by a private or by a Government operation, the performance criteria and 

contractual arrangements should be similar. The overall objective should be to have an 

operator providing safe, reliable services to the community on behalf of the Government 

in an effective and economic manner. 

9.1.3 Overview Australian Service Delivery Reforms and Outcomes 

9.1.3.1 Overview of Australian Developments 

Until the early 1990s, bus operations in Australia’s metropolitan areas were dominated 

by direct government (public) operations in five main areas (Brisbane, Perth, Adelaide, 

Canberra, Hobart, and also Darwin), while extensive private operations existed 

alongside, but separate from, public operations in the two largest areas (Sydney, 

Melbourne). In all cases, there was effectively no competition to provide services: even 

in the case of private operation, contracts with the (long-established) incumbent 

operators were effectively of indefinite duration (although perhaps formally subject to 

periodic rollover or ‘negotiation’). 
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The situation started to change in the mid/late 1990s. The transport authorities in Perth, 

Adelaide and Melbourne moved to outsource, through CT, the metropolitan bus services 

that they had previously operated directly through corporatised government entities. In 

all three cases, substantial cost savings were achieved, typically in the range 20%-30% 

or more. This level of saving is broadly consistent with international experience in 

situations where previously monopoly government bus operations have been 

outsourced to the private sector through a competitive process (Hensher & Wallis 2005 

and Bray & Wallis 2008). 

Until recently, there had been only very limited regulatory change in the other major 

state capital cities: Sydney, Brisbane and Hobart have maintained their government 

operations, in the Sydney and Brisbane cases alongside significant private operations. 

The private operations in Sydney, Brisbane and Melbourne had continued largely on a 

‘grandfather’ basis: while they were subject to formal contracts, these tended to be 

rolled over on a negotiated basis at the end of each contract term. Only in exceptional 

cases of non-performance have state governments moved to terminate contracts and 

select a new operator. 

Thus the metropolitan bus sector in Australia evolved into three groups: (i) privately 

operated services (those previously operated by government authorities until the 1990s), 

that were now subject to periodic CT; (ii) privately operated ‘grandfathered’ services, 

that had typically been developed and operated by the same (generally family-based) 

operators for many years, and never subject to open competition; and (iii) the remaining 

government operated monopoly services.  

In regard to the last of these, it is widely believed by those concerned with bus 

competition and ownership questions that significant cost savings could be secured 

through outsourcing, as has occurred elsewhere in Australia and internationally, but 

such a change has been seen as being politically difficult to achieve. Concerning the 

second group, there has been ongoing debate in the sector about issues and merits of 

opening these services to competition, through competitive tendering. One view, which 

had probably been the prevailing one, has been that the operations were generally cost 

efficient, and any cost savings from competition were likely to be small (and possibly 

negative when the costs of tendering and transition were taken into account). Even if 

significant cost savings could be achieved, it was thought that these might be at the 

expense of quality (i.e. involving a ‘race to the bottom’). The long-established and 

influential private bus industry in the states where negotiated contracts with private 

operators have been the norm has been a strong advocate of the status quo (e.g. 

Hensher & Stanley 2003). 

However, over the last two years, there has been a significant shift in the government 

policies in the three largest state capitals (i.e. Sydney, Melbourne and Brisbane). In 

Sydney, in a sudden change from previous policies, the government initiated competitive 

tendering for most of the metropolitan services that were previously provided by private 

operators through negotiated contracts. In Melbourne, the state government recently 

(2013) tendered approximately one-third of Melbourne’s bus services through a single 

contract. In Brisbane, the state government has indicated its intention to open services 

to competitive tender. 

Figure 27 shows diagrammatically the three phases of evolution over the last 20 years in 

the metropolitan bus markets in the five main state capital cities: 
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 in the mid/late 1990s, the outsourcing through CT of the government-operated bus 

services in three states 

 for some 15 years thereafter, the lack of further reforms to the metropolitan bus 

sector in terms of competition and ownership policies 

 over the last two years, the start of a further phase of reforms with commencement 

of CT of privately operated bus services that were previously provided through NCs, 

in Sydney, Melbourne and (proposed) Brisbane 

Figure 27: Evolution of the Australian Metropolitan Bus Market – Overview 

 

9.1.4 Australian Service Delivery Reforms – Case Studies 

The following pages (Box 1 – 5) provide case study summaries of the main metropolitan 

bus reforms (changes in service delivery models) that have taken place over the last 20 

years. They cover: 

 Box 1: Perth – outsourcing (through CT) of government operations (1995 to date) 

 Box 2: Adelaide – outsourcing (through CT) of government operations (1996 to 

date) 

 Box 3: Melbourne (1) – outsourcing (through CT) of government operations (1993 & 

1997) 

 Box 4: Melbourne (2) – competitive tendering of private operations (2013) 

 Box 5: Sydney – competitive tendering of private operations previously subject to 

negotiated contracts (2012-13) 

When examined together, this evidence appears to show a strong case for outsourcing, 

through competitive tendering of previous monopoly operations, whether involving public 

monopoly (the strongest case) or private monopoly. The key message here is that it is 

competitive pressures, rather than ownership, which are the primary factor driving cost 

efficiency improvements and (in most cases) also driving service design and service 

quality improvements, with flow-on gains in patronage.  

The case study summaries are supplemented by more detailed case studies in Appendix 

G, covering: 

 Perth (expansion of the summary material in Box 1). 

 Adelaide (expansion of the summary material in Box 2). 
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 Metro Tasmania (which has remained under public ownership, now operating as a 

corporatised entity). 

 Brisbane Transport (which has also remained under public ownership, and operates 

as a commercialised business unit within the Brisbane City Council). 

BOX 1: PERTH – Outsourcing (CT) of Government operations (1995 onwards)  

Reform overview 

All metro bus services provided by public operator (Metro Bus) until mid-90s.  

All services opened to CT 1995-98. 

12 area-based contracts, gross cost with patronage incentive, now 10-year term. 

Buses and depots leased by Government to operators. 

MetroBus initially allowed to compete for contracts – initiated a cost reduction program, 

but not successful in tendering and wound up in 1998. 

Current operators include Swan Transit, Perth Transit and Transdev. 

Competition and cost impacts 

Strong level of supplier interest shown for all tenders, with c. 4-5 bids/tender in most 

cases. 

Initial tender rounds produced savings in range 20%-28%. 

Recent tender rounds (last 3 years) have provided further savings average c. 5%. 

Service levels and quality 

Contracts gave operators incentives to redesign their services to increase patronage: 

this has resulted in substantial service changes and frequency improvements. 

Enhanced performance management system in contracts has led to considerable 

improvements in passenger satisfaction (monitored annually), particularly in the early 

years following CT. 

 

Patronage 

Patronage more-or-less static through 80s, then fell through 90s to lowest level in 

1998/99 (when first tendering round took place). 

Since then, bus patronage has increased every year: In 2012/13, bus patronage 87% 

above 1998/99 level, or 35% above on a per capita basis (average increase per capita 

2.1% p.a.). 

Improvements in service levels, customer orientation and service quality have 

undoubtedly made a large contribution to the patronage growth. 

Comments 

Reforms generally regarded as highly successful – in terms of both cost reductions and 

patronage gains. 

Current contract prices assessed as being very close to minimum sustainable level. 
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BOX 2: ADELAIDE – Outsourcing (CT) of Government operations (1996 onwards) 

Reform overview 

All metro bus services provided by public operator (STA) until mid-90s. 

In preparation for CT, the PT planning, management and funding functions were 

separated from the bus/ tram/train operating functions unto a new corporatised entity 

(TransAdelaide). 

All services opened to CT 1996-1999 then retendered together in 2000 (5+5 year 

term). All retendered in 2011. 

7 area-based contracts, gross cost with patronage incentives, now 8+4 year term. 

TransAdelaide bus division wound up following initial tendering round. Current 

operators include ATE, Torrens Transit and Transfield Services. 

Competition and cost impacts 

Strong level of supplier interest shown for all tenders: 2011 tender round had eight 

EOIs, 7 tender bids across all contracts. 

Between start of CT (1995) and retenders in 2006/07, unit cost savings from CT 

estimated in range 26% - 31%. 

2011 contract round was initially expected to result in a c. 5% cost saving, but 

(following various service changes and negotiations) ended up with c. 2% cost 

increase (although still below the original contract prices). 

Service levels and quality 

Service levels increased (by about 11%) and their customer orientation also 

increased under CT, in large part the result of financial incentives to the operators to 

increase patronage. the extent of these increases differed by contract area, 

depending on the service development skills and inclinations of the operator. 

A large proportion of the service increases was achieved by the operators making 

more efficient use of their fleet resources, hence at zero or marginal cost. 

Service reliability improved under CT (at least until the new 2011 contracts), in large 

part because of the PMS introduced under CT. 

Patronage 

Prior to CT, bus patronage had fallen more-or-less steadily through the 80s and early 

90s, and then continued to fall in period 1994/95-1999/00 at an average of 2.3% p.a.  

Since then, following CT, this trend was turned round to an average increase of 1.8% 

p.a. in the period 1999/00-2006/07, i.e. a 4.1% p.a. turnaround.  

Our best (but conservative) assessment is that CT accounted for a patronage rise 

(relative to the counter-factual situation) 

Comments 

The CT reforms in Adelaide have been generally successful. By 2006/07, it is 

estimated that annual savings to Government were about $30 million p.a. ($25 million 

through cost reductions, $5 million through increased fare revenue). 

Considerable difficulties were encountered in the 2011 tender round and resulting 

contracts, largely as a result of the selection of a company without experience in 
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operating buses, who had submitted attractive (low) prices, to operate a substantial 

share of the total services. 

BOX 3: MELBOURNE (1) – Outsourcing (CT) of Government Operations (1993-97) 

Reform overview 

The majority of bus services in Melbourne have always been operated by the private 

sector. However, the government tram operator (MMTB) started to operate its own 

buses in the 1920s, and expanded this bus operation in the 1950s by taking over the 

services of a bankrupt private operator. 

The government bus services were opened to competitive tendering in the 1990s, 

with the first tranche in 1993 (won by the National Bus Company) and the second in 

1997 (won by Melbourne Bus Link). 

In both cases, the contracts were for 7-year terms, with buses and depots being 

leased from the government. The NBC contract was on a ‘commercial fare’ basis (i.e. 

the operator was paid an amount directly related to passengers carried, with no 

guaranteed fixed sum). 

Competition and cost impacts 

Levels of competition for NBC contracts are unknown, but there was a strong level of 

competition (c. 10 bidders) for MBL contracts. 

Cost impacts. We understand that cost savings were 20%+ for both contracts.  

Service levels and quality 

NBC increased service frequencies, using midi-buses on many services.  

Patronage 

Although NBC brought an entrepreneurial approach to the contract, the patronage 

increases were not as great as had been anticipated. 

Comments 

This outsourcing has been seen as generally successful, particularly in reducing costs 

to government. 

The original CT contracts have since been retendered (at least once). These services 

were recently incorporated into a larger contract, which was offered to CT (2013) - 

refer below.  
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BOX 4: MELBOURNE (2) – Competitive Tendering of Private Operations (2013) 

Reform overview 

A large contract (c. 500 buses, 30% of the Melbourne bus fleet) was offered to CT in 

2013. This contract incorporated the ex-government services (previously outsourced, 

as above) plus a number of ‘new’ services (primarily SmartBus routes) which had 

previously been procured through negotiated contracts with local private operators. 

The contract was awarded to Transdev and commenced in August 2013. 

It involves the operator in purchasing buses and depots from the previous operators 

of the services, with conditions to transfer these to government (or any new operator) 

at the end of the contract. 

The term of the contract is 7 + 3 years. 

The contract places a considerable emphasis on innovation, improved service 

delivery and customer experience, along with incentives on the operator to increase 

patronage. 

Competition and cost impacts 

10 EOI bids were received, five bidders were shortlisted, and three tender bids were 

received.  

We understand, from various sources, that the gross cost savings arising from the 

contract are in the range 10% - 15% (and possibly up to 18% during the extended 

term), relative to rollover of the previous contract rates. A 10% saving would represent 

around $18 million p.a. In addition, the significant transfer of risk from government to 

the new operator represents a further saving, maybe in the order of 5%, to 

government. 

Service levels and quality 

Under the terms of the contract, significant improvements can be expected in service 

punctuality and reliability, customer information and other aspects of service delivery. 

A comprehensive service review is also under way, with a view to implementing a 

‘green-fields’ timetable by April 2015.  

No information has yet been obtained on actual contract performance. 

Patronage 

No information has yet been obtained. 

Comments 

To date, the new contract appears successful, certainly in terms of cost savings to 

government and potentially in terms of improvements in services and service quality 

aspects. 

The performance/incentive regime (including patronage growth targets) in the new 

contract is seen as a first for the Melbourne bus sector. 

If the new contract proves to be successful over time, this could have implications for 

future procurement and contracting arrangements for the remaining 70% of the 

Melbourne bus services. 
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BOX 5: SYDNEY – Competitive Tendering of Private Operator Negotiated 
Contracts (2012-13) 

Reform overview 

In the Sydney metropolitan area (excluding the ‘outer Metro’ area) some 3,800 buses 

operated under 14 area-based contracts. 

Six of these contracts have recently been re-negotiated with their previous operators: 

4 of these are held by State Transit (Sydney Buses) involving c. 2,000 buses, and 2 

by Transdev (330 buses). 

The remaining 8 contracts, hitherto held by private operators through ‘negotiated’ 

contracts, were opened to CT in 2012 and 2013, for contract periods of 5 + 3 years. 

The contracts require operators to secure their own buses and depots. 

This is believed to be the first occasion in Australia (in modern history) where long-

held (‘grand-fathered’) contracts of private operators have been opened to 

competition (other than in relatively rare situations where a contract has been 

terminated or not renewed through the operator’s breach of contract conditions). 

Competition and cost impacts 

Extent of competition: Unknown 

Of the eight tendered contracts, six were won by the previous (sole or joint) 

incumbents, one by a previous Sydney region contract holder and the other by a 

major interstate operator. 

Government ‘headline’ figures indicate that the first tranche contracts resulted in a 

cost reduction of c. 14% ($18 million p.a.) and the second tranche a reduction of c. 

11% ($20 million p.a.). 

If allowance is made for service increases committed under the new contracts and for 

expected cost increases in the counter-factual situation, then the cost savings to 

government on a like-for-like basis increase to c. 18% to 20% (tranche 1) and 13% to 

15% (tranche 2).  

Service levels and quality 

The tender/contract documents for both tranches place considerable emphasis in 

tender evaluation (and contract conditions) on: (i) improvements in service 

performance and quality (including reliability and punctuality); (ii) a comprehensive 

set of KPIs, along with an associated incentive/penalty system; and (iii) the 

opportunity for proponents to identify and submit proposals for service enhancements 

where these could be achieved cost-effectively. 

Consequently, the new contracts involve a range of service level improvements and 

other customer/service quality enhancements. 

In addition, the new contracts include a considerably strengthened set of KPIs and 

associated incentives and penalties (compared with the previous negotiated 

contracts). 

Patronage 

No information has yet been obtained for the tranche 1 contracts, while the tranche 2 

contracts have not yet commenced. 

Comments 
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The outsourcing of contracts previously ‘grand-fathered’ with private operators 

(subject to periodic negotiation) can so far be regarded as very successful - firstly in 

terms of the cost savings to government, and secondly in terms of the contracted 

service enhancements, which can be expected to result in increased patronage (and 

hence a revenue gain to government). 

In the light of their experience with these (inner) metropolitan area contracts, TfNSW 

has been negotiating 3 year contracts for services in the outer metro areas (10 

contracts, c. 1,100 buses).  

It is understood that the cost benchmark rates established through the metro CT 

process will be used as the basis for price negotiation of the outer metro contracts, 

and that a similar performance regime is likely to apply as for the CT contracts. In the 

event that agreement cannot be reached with the operator of an outer metro contract, 

the State government would appear to be in a strong position to open the contract to 

CT. 

The State government has not yet announced its intentions regarding future 

procurement of the outer metro contracts at the end of the new 3-year contract term. 

9.1.4.1 Summary of Australian Reform Outcomes 

Table 56 provides a summary of the key impacts (in terms of unit costs, service quality 

and patronage aspects) of the major bus service delivery reforms that have taken place 

in Australian metropolitan areas since the early 1990s. It covers the five case study 

reforms plus recent outsourcing of the public bus operation in Darwin plus the reforms 

currently under development in the Brisbane/SEQ region. 
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Table 56: Australian Metropolitan Bus Reforms – Cost and Service Impacts 

Metro Area Year 

Service Delivery Model Impacts 

Before After Unit cost 

reductions 

Service quality & 

patronage 

Perth 1995-98 Public 
Private 

(CT) 
c. 25%-30% 

Substantial 

improvements: bus 

pax/cap + 35% (98/99-

12/13) 

Adelaide 1996-99 Public 
Private 

(CT) 
c. 25%-30% 

Significant service 

quality improvements: 

bus pax trend improved 

c. 4% p.a. during initial 

7 years 

Melbourne 
(1) 

1993,97 
Public 

Private 

(CT) 
c. >20% 

n/a 

 (2) 2013 

Private 

(part CT, part 

negotiated) 

Private 

(CT) 
c. 20% 

n/a 

Sydney 2012,13 
Private 

(negotiated) 

Private 

(CT) 

Reduced c. 10%-

20% 

Quite substantial 

improvements included 

in contracts 

Darwin 2014 Public 
Private 

(CT) 
c. 13% 

n/a 

Brisbane/SEQ 

(proposed) 
2015+? 

Public/private 

(negotiated) 

Private 

(CT) 

Still subject to ongoing studies, no firm 

decisions yet taken 

Key findings include: 

 All reforms have involved competitive tendering (CT), mostly of services that were 

originally provided by a monopoly public operator, and in other cases of services 

previously provided by a monopoly (‘grandfather’) private operator. 

 Unit costs of service provision have been reduced substantially (by in the range 

10%-30%), in all cases. 

 The greatest unit cost reductions, generally in the range 20%-30%, have occurred 

where a previous public monopoly operation was opened to CT. However, the unit 

cost reductions have also been quite substantial, in the range 10%-20%, where 

previous monopoly (mostly ‘grandfather’) operations were opened to CT. 

 In all areas for which data is available, the reforms have resulted in (i) 

improvements in previous service quality and user orientation of services; and (ii) 

increases in patronage relative to the expected situation in the absence of the 

reforms. 

9.2 Service Delivery Options for Assessment 

9.2.1 Selection of Service Delivery Options 

The RFT for the Review specifies that this report shall: 

 identify options to address financial performance, considering … alternate service 

delivery models; and 

 To consider the benefits and risks of different business and service delivery models. 
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It will be recognised from earlier sections of this section that a large number of potential 

service delivery regulatory models may be contemplated. 

Given this, our approach has not been to determine the ‘optimum’ model at a detailed 

level, having regard to all potential model ‘dimensions’. Rather, it has been to specify a 

small number of representative models for assessment purposes in the project. 

Significant work would then be required subsequently to define and assess in more 

detail a range of sub-models (model variants) that have a similar emphasis to the 

representative model that is preferred as a result of the assessment work in this Review. 

Our selection of representative models for assessment at this stage has been based on 

the following considerations: 

 The starting point is a ‘base case’ option. This represents the current arrangements 

for the management and operation of public transport in the ACT, extended to 

encompass any expected changes over the next few years. We define this as 

‘Business as Usual’ (BAU). 

 In the light of the Australian experience with metropolitan bus reform over the last 

20+ years (refer Section 9.1.3), one alternative model that should be considered for 

assessment is that involving operation of services by a private operator. The 

operator would be selected by periodic competitive tendering, i.e. along the lines of 

previous reforms implemented, or currently being contemplated, in most Australian 

states. We define this as an Outsourcing model, discussed further in this section. 

 As will be evident from the previous section, such outsourcing models have, in 

general, had significant success in reducing the costs for providing a given level of 

service while also maintaining or enhancing service quality, standards of delivery 

and patronage (relative to operation by a monopoly public supplier). This 

immediately gives rise to the question as to whether a monopoly public operator can 

be reformed/restructured to deliver most of the benefits of outsourced operations 

without the radical step of competitive tendering to the private sector. To examine 

this question, we have specified a reformed public operator model, for 

assessment relative to the two models noted above. 

Table 57 provides an outline of the above three service delivery models for assessment. 

It notes the key features of and differences between each model, as relevant to the 

assessment of alternative service delivery options. It should be noted that many of the 

measures considered elsewhere in this report are essentially independent of the choice 

of service delivery model, and may be implemented within any delivery model; these are 

therefore not covered in this table. 
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Table 57: Outline of Service Delivery Options 

Title Key features and roles Additional comments 

A. 

Business 

as Usual 

(BAU) 

Continuation of current public 

monopoly situation– in terms of 

current government departmental 

structure, current EA (or similar), 

current O&M levels of efficiency 

and unit (real) costs, staff numbers, 

network structure and service 

levels. 

ACTION network, service levels, fleet 

requirements etc. to be adjusted in response 

to Capital Metro introduction. 

 

 

B. 

‘Reformed 

Public 

Operator’ 

Development and implementation 

of a phased programme of 

efficiency and effectiveness 

improvements, including the 

following:  

 transfer any residual PT 

policy and planning functions 

to TAMS 

 assets to be leased to 

operating company  

 restructure operating 

company on private sector 

lines 

 formal contract between 

government and operating 

company, subject to annual 

review and joint business 

planning 

 operating company to retain 

both cost and revenue 

responsibilities  

 negotiate new EA more 

consistent with private sector 

employment terms and 

conditions (this is likely to 

occur progressively over 

more than one EA cycle) 

 Possibility of splitting operating 

company into depot-based units (as 

for C), so as to encourage ‘peer 

competition’ and facilitate later 

privatisation/outsourcing should this be 

decided on subsequently 

 Service frequencies to be optimised - 

especially in critical peak periods 

(expect to reduce fleet size) and on 

poorly patronised services. 

 Running times to be optimised, to 

maintain/improved on-time 

performance while reducing 

operational costs. 

 Network restructured on more 

commercial lines (some reductions in 

network coverage, better matching of 

supply and demand, allowing for 

incremental service costs) 

 Modify fare/ticketing structure on more 

commercial lines (zonal and/or 

distance-based fares, peak vs off-peak 

fare differentials) 

 Contract to include joint business 

planning, performance monitoring 

regime (including incentives/penalties) 

and cost and revenue targets 

C. 

Outsourced 

Operations 

 All ‘operations’ (including 

vehicle maintenance) to be 

outsourced to private sector 

(operating/management 

contracts) through a periodic 

competitive tendering process 

 Several (2-4) depot-based 

‘operations’ contracts, based 

on groups of routes allocated 

to each depot 

 Main assets to be retained by 

government, leased to 

operator(s) 

 Operator(s) to negotiate a 

new EA and select staff from 

Key points of outsourced contracts: 

 within each contract, operator to take 

responsibility for all operations, vehicle 

maintenance and related functions 

(but may choose to sub-contract some 

functions) 

 operator funding model to be based on 

(i) fixed (gross cost) bid sum, adjusted 

periodically for cost inflation; (ii) 

variable rates for agreed service 

changes; and (iii) incentive payments 

(input and output incentives) within 

performance regime 

 contract term 5 -10 years (may include 
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among current ACTION staff 

 Operator(s) to take (unit) cost 

responsibility, with 

network/service and revenue 

responsibilities remaining 

(primarily) with Government 

(but with operator incentives) 

rollover provision) 

 performance monitoring regime, 

including incentive/penalty system 

Major network and service 

review/restructure to be undertaken (jointly 

by government and operator) within first two 

years of new contracts 

  Note: fares/ticketing options not included here as they are independent of service delivery options 

Of the three service delivery options specified for assessment, readers of this report will 

generally be familiar with the ‘Business as usual’ (BAU) option, which is therefore not 

described in further detail here. The ‘reformed public operator’ model is an incremental 

variant of the BAU model, comprising improvements in efficiency, effectiveness and 

value for money which are regarded as potentially achievable within a government 

monopoly situation, over the medium term.  

Of relevance in the context of service delivery models, we anticipate that such 

improvements could include improvements in fares and ticketing; network and services; 

IR and work practices; and wider organisational improvements previously discussed in 

Sections 5, 6, 7 and 8. 

Given that the outsourcing model would involve a more radical departure from BAU, the 

remainder of this section focuses on a more detailed specification of its key features and 

rationale. 

9.2.2 The Case for Outsourcing Urban Bus Operations 

The outsourcing option introduced in the previous section has two main important features 

for ACTION business: 

 First, it introduces contestability into the market, through periodic competitive 

tendering for the rights to operate (and maintain) the services, through contractual 

arrangements for a specified period. This component of completion is the single 

feature of the model that does most to reduce costs and typically improve service 

and operational performance. 

 In order to succeed in this competitive market, operators have to be ‘lean, mean and 

responsive’, with a clear focus on commercial and market objectives. Experience 

shows that publicly owned (government) operators are rarely able to achieve and 

maintain such a focus, as they are usually put in the position of trying to achieve 

multiple objectives and subject to political influences. Thus, while there are a few 

exceptions of public operators surviving in a competitive market, in general, 

operators only survive in this market if they are in private ownership. 

The Australian experience is entirely consistent with these comments (refer Table 56). In 

all cases, the reforms have involved periodic competitive tendering, for services mostly 

operated previously by public sector operators. In some cases, these public operators 

were allowed initially to compete in the tendering process; but in no case were they 

successful in competing with private operator bidders, and they were consequently wound 

up within a short period. 

As noted previously, experience in Australia and elsewhere has identified benefits from 

outsourcing (through competitive tendering) in two main areas: 
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 The input (unit) costs of providing services have reduced very significantly, generally 

in the range 10%-30% (and towards the upper end of this range when competitively 

tendering a previously public operation). This is known as improving technical 

efficiency. 

 The quality and customer-orientation of services has also usually been improved by 

the new operators, resulting in increases in patronage and more favourable 

customer attitudes. This reflects improvement in allocative efficiency (i.e. producing 

outputs that more closely meet market demands). 

The arguments for the provision of urban public transport (and other types of transport 

services) by the private sector within a contestable market framework rather than through 

a public monopoly supplier are set out in a World Bank publication,43 part of which is 

reproduced in Box 6.  

In particular, this commentary articulates the factors that make it very difficult for public 

monopoly suppliers to achieve and sustain high levels of either technical efficiency or 

allocative efficiency. 

  

                                                

43
 Amos, Paul. Public and private sector roles in the supply of transport infrastructure & services. Washington: World Bank, 

2004. Transport Paper TP-1. 
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Box 6: Transport Services: Public or Private? 

This section concerns the provision and operation of those transport services which are 

separable from transport infrastructure; for example, airlines,  stevedores, shipping 

lines, barge  companies,  road  haulage  companies, bus companies, freight forwarding 

and logistics companies, etc. For these services, the Bank will normally favour private 

operation within competitive (or periodically contestable) markets and, where 

competitive pressures are limited, within an appropriate regulatory framework. 

Government provision of transport services to the public has been found disappointing 

in many countries. This may be for a number of reasons: 

 contradictions in a government trying to be policy maker, regulator and operator 

at the same time 

 confusion in trying to act commercially while seeking social goals 

 restrictions on management freedom caused by public service norms and 

procedures; for example, staffing levels and pay scales determined across 

sectors rather than by business needs 

 constraints on financial autonomy and investment due to government budgeting 

processes 

 competition for resources from the core government functions of health, 

education, welfare, etc. 

 where the activity creates surplus, cross - subsidisation of other government 

activities rather than re -investment in the profitable business 

Behind many of these issues is the reality that governments have many policy 

objectives in transport. These can include economic, financial, social, environmental 

and numerous other objectives such as defence or national prestige. These objectives 

often conflict, some are difficult to measure, and their priority can alter day-to-day in 

response to political events. A government’s inherent freedom to discern, pursue and 

reconcile multiple and changeable objectives is essential to the democratic process. 

However, it can make it harder for governments to run businesses well. 

Private businesses operating in competitive markets have more focused aims and 

incentives. International experience suggests that technical efficiency (producing 

outputs at least cost) is more likely to be achieved by a private management 

responsible and accountable for achieving a stable and measurable commercial 

objective. Allocative efficiency (producing outputs most closely meeting market 

demands) is more likely to be achieved in a competitive market where consumers are 

free to express their demands through market choice and where prices tend towards 

production costs. 

Direct government involvement in running transport companies can lessen both 

technical and allocative efficiency. In terms of technical efficiency, the closer 

government is to management, the more that decisions which affect technical efficiency 

(for example, staffing or investment decisions) become influenced by multiple and 

changeable political aims. Moreover, as performance is politically influenced, it is then 

difficult to hold managers commercially accountable. Therefore, the incentives for 

technical efficiency are further weakened. Allocative efficiency can be degraded too. 

Prices that are set to reflect political aims rather than costs can lead to poor allocation 

of resources. Further, when government itself is a service supplier, its financial interests 

can conflict with proposals for encouraging competition. The efficiency benefits of 
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contestable markets may then be foregone. 

State ownership can have such effects even when governments try not to intrude. The 

fact of public ownership can, in itself, influence enterprise managers to make political 

choices they think will satisfy their owners. It can also discourage market entry by 

private companies who think they will not be able fairly to compete with a team owned 

by the referee. These are not just theoretical constructs but real impacts that have been 

frequently observed in the World Bank’s experience. 

Creation of ‘arm’s length’ between the policy functions of government and the 

commercial functions of business management is, therefore, central to transport 

services reform. 

The World Bank report goes on to identify useful analytic methods and questions for 

evaluating the economic performance of state transport service providers. 

Table 58: Judging the Economic Performance of State Transport Service Providers44 

Performance 

Indicator 
Useful Analytic Methods/Questions 

Technical Efficiency 

 benchmarking of labour and capital productivity against comparable state and 

private operators 
 existence of budget and business planning disciplines 
 extent to which management/organisation structure is commercially, rather 

than functionally, oriented 
 quality of board/management (selection by merit, seniority or politics?) 

Allocative Efficiency 

 benchmarking of service levels (coverage, frequency, reliability, customer 

satisfaction, etc.) against comparable state and private operators 
 record of delivering minimum levels of service (in line with specified policies for 

equitable access) 
 evidence of monopolistic practices in price setting 
 record of innovation as opposed to standard repetitive service 
 absence of competitive neutrality vis a vis private competitors and evidence of 

stifled competition 

Financial 

Performance 

 benchmarking of working and operating ratio, and return on capital employed 

against comparable state and private operators 
 existence of line of business activity reporting where appropriate 
 rationality of pricing policies, level and structure 
 long-term trends in real revenue and cost per traffic unit 
 adequacy of capital resources, rigor of investment selection and capital 

budgeting procedures 

9.2.3 The Outsourcing Option for Assessment – Outline Specification 

At this stage, we have developed a framework and outline specification for an 

outsourced option, to a sufficient level of detail to enable it to be sensibly assessed on a 

comparative basis to the other two options. This framework/specification is broadly 

based on the typical outsourced operations model that has emerged in other Australian 

metropolitan areas, from the experience gained since the 1990s.  

Note that this is an outline specification only, sufficient for understanding of what is likely 

to be involved in an outsourcing option and sufficient for assessment within the current 

                                                

44
 Amos, Paul. Public and private sector roles in the supply of transport infrastructure and services. Washington: World 

Bank, 2004. Transport Paper TP-1. 
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report. At this stage, the detailed rationale for all the features outlined in this option is not 

provided– We envisage that, if an outsourcing option is to be pursued further, such work, 

including an assessment of sub options for each contract feature, would be appropriate as 

part of the next stage 

Table 59 outlines this specification, noting in particular how roles and responsibilities for 

the full range of functions involved in the planning and operation of a major bus 

operation are best split between: 

 Strategic (policy and planning) functions – mainly retained by a government 

department/authority (although at least some of these functions may potentially be 

outsourced, e.g. network and service planning). 

 Operations (and maintenance) functions – which would be provided by a specialist 

operator under the outsourcing model. 

We note that such a split between strategic and operational functions is generally 

adopted in all outsourcing situations. However, different outsourcing models differ 

principally in the way in which the various ‘tactical’ functions (in the middle of the 

spectrum between ‘strategic’ and ‘operational’ functions) are allocated. Examples of 

such ‘tactical’ functions would include detailed route and service/planning, timetabling, 

and provision of passenger information). 

Key features of the outsourcing model specification set out in Table 59 include the 

following: 

 Government retains responsibility for ‘strategic’ functions, including network 

planning (certainly at the high level), fare setting and revenue, accessibility policies, 

etc. 

 Government retains control (and most likely direct ownership) of the main strategic, 

capital intensive assets that are involved in the provision of bus services (fleet, 

depots, interchanges, etc). The fleet and depots would be made available (through 

some sort of lease arrangement) to the selected operators for the duration of their 

contracts. Our understanding is that the key feature is that the Government maintain 

control of the key assets to limit the barriers to entry for new operators and to 

facilitate transfer of the operation of assets between operators between contracts. 

This simply facilitates more competition for contracts and smoother transition 

between contracts. We also now understand that asset ownership is not likely to 

affect transfer of business issues. 

 Day-to-day operations (including fleet maintenance) are the responsibility of the 

operators. Typically all or most ‘operations’ functions would be combined into a 

single contract for services in a given area (leaving the appointed operator to sub-

contract some functions where they see fit). 

 As noted above, various tactical functions involved may be the responsibility of 

either the government or the appointed operator(s). Table 59 sets out our current 

suggestions in relation to some of these functions, but further refinement will be 

needed on this topic. For some functions, it will be inevitable that both parties have 

some involvement, but it will be important to clearly specify their respective 

responsibilities. 

 It is anticipated that, under this model, the current ACTION services would be split 

into between two and four main operations contracts, on an area/sub-region basis. 
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The most appropriate number of contracts and the way they are split would be 

influenced by the following considerations: 

 Each contract should be based on an existing depot (with any sharing of a main 

depot site by more than one operator being avoided wherever possible, 

although joint layover and driver facilities may be warranted especially in 

locations where large numbers of services terminate). 

 There are significant advantages in having more than one operating contract 

(and operator) providing the current ACTION services. This will provide an 

element of ongoing ‘peer competition’ (through monitoring performance against 

KPIs etc.), and will ensure that there is an alternative operator able to step in if 

one operator defaults on their contract for any reason. 

 Industry experience indicates that diseconomies of small scale tend to occur for 

operations (and depots) of much less than 100 buses. This suggests that the 

maximum number of separate contracts (and operators) in the Canberra market 

should be 4-5. 

 This matter is addressed in more detail in Section 9.4.2.2.  

Table 59: Framework for Potential Outsourced Option 

Aspect Potential approach and roles Comments, rationale 

A: CONTRACT FEATURES (ROLES/RESPONSIBILITIES)  

1. Asset ownership/control   

1.1 Fleet Retain in Government 

ownership/control – lease to 

operator for duration of contract 

Lease on commercial 

basis, including end of 

contract provisions. 

Possibly also allow 

operators to provide 

own vehicles, as 

contribution to future 

fleet expansion 

replacement 

1.2 Depots Retain in Government. 

ownership/control – lease to 

operator for duration of contract 

Lease on commercial 

basis, including end of 

contract provisions 

1.3 Engineering/operations 

Property and Equipment 

(P&E) 

Major P&E – Government. own and 

provide to operator; minor P&E– 

operator to provide 

Need further 

consideration 

1.4 Ticketing etc. equipment Retain in Government ownership – 

lease to operator (with fleet) 

 

1.5 IT (hardware/software) Hardware – Government or third 

party. Software – Government 

 

1.6 Interchanges, stops/ 

shelters, route  infrastructure 

Retain in Government ownership. Lease office space to 

operator; otherwise no 

charge for facilities. 

2. Operations (day-to-day) 

2.1 Drivers and related 

functions 

Operator Include ticket 

issuing/monitoring and 

cash collection 

2.2 Interchange  etc. Operator– customer service May be more than one 
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Aspect Potential approach and roles Comments, rationale 

operations functions operator sharing use of 

interchange 

2.3 Fuelling and cleaning 

operations 

Operator Possibly separate 

outsourcing– but best to 

leave decision to 

operator  

2.4 Fuel purchasing Government (supplied to operators) Takes advantage of 

Government purchasing 

power 

3. Service planning etc. 

3.1 Service standards Government  

3.2 Network design & service 

levels 

Government (primary responsibility) In consultation with 

operator 

3.3 Timetables Operator, subject to Government 

approval 

Alternative of 

Government, with 

operator consultation  

3.4 Vehicle and driver 

schedules 

Operator  

3.5 Driver rosters Operator  

4. Service performance 

4.1 Performance quality, 

standards, incentives 

specification 

 

Government  

4.2 Performance monitoring Government (principally) Possibly outsource 

some of this to operator, 

but subject to 

Government 

checks/audits 

5. Fares system and ticketing 

products 

5.1 Specify fares/ticketing 

system 

Government Consult with operator, 

particularly on ticketing 

products 

5.2 Revenue protection Government with operator 

involvement 

 

6. Passenger information and 

marketing 

6.1 Development/ production 

of PIM materials 

Government Consult with operator 

6.2 Dissemination of PIM 

materials 

Generally Government. On bus/at 

depots – operator 

 

6.3 Public enquiry facility Outsourced– separate contract * 

would require review of Canberra 

Connect parameters and scope 

If multiple operators, 

need to have separate 

contract 

7. Maintenance– fleet 
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Aspect Potential approach and roles Comments, rationale 

7.1 Servicing & light  (depot) 

maintenance 

Operator Ensures that operator 

has sole control of 

depot-based functions 

7.2 Heavy (w/shop) 

maintenance & overhaul 

Operator Operator may choose to 

sub-contract all/part. 

Implications for current 

heavy workshop facility 

to be further considered 

(including market 

soundings) 

8. Maintenance– other assets 

8.1 Maintenance – depots Operator Operator may wish to 

contract out 

 

8.2 Maintenance – 

interchanges etc. 

Operator or government If >1 operator uses 

interchange, best by 

government (or 

separate contract) 

8.3 Maintenance –other route 

infrastructure 

Government May be roads authority? 

8.4 Maintenance– ticketing 

equipment 

Government Preferable to outsource 

separately (maybe to 

equipment supplier) 

9. Operator funding model 

9.1 Cost responsibility Operator, subject to indexation 

provisions (ref 9.2) 

Starting point to be lump 

sum (annual) cost figure 

that is basis of tender 

9.2 Cost indexation Regular cost indexation, based on 

standard indices, to cover general 

industry cost movements 

Based on best of 

indexation practices 

elsewhere 

9.3 Service variations Formula in contract as to how 

operator payments are to be 

adjusted for service changes 

 

 

 

Set of values based on 

variable cost rates– to 

be subject of tender 

bids and/or negotiations 

9.4 Output (passenger, 

revenue) incentives 

Options for further consideration: (i) 

no direct output incentives; (ii) 

nominal output incentives; (iii) 

substantial output incentives. 

Major aspect to be 

resolved. If no/nominal 

incentive, then desirable 

to incentivise operator 

through input 

performance (e.g. 

punctuality). If 

substantial incentive, 

then desirable to give 

operator greatest 

scope/responsibility on 

service development 

etc. (otherwise incentive 

ineffective in practice). 
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Aspect Potential approach and roles Comments, rationale 

Need to consider along 

with 9.5, in light of 

experience elsewhere. 

9.5 Input performance 

incentives 

Options for further consideration: (i) 

no nominal financial incentives; (ii) 

substantial performance incentives 

To consider along with 

decisions on 9.4—

whether main incentives 

are to be through 

outputs or inputs.  

10. Contract duration & 

renewal 

10.1 Contract duration Optimal contract duration in this 

case considered to be around (i) 7 

years, if no renewal provision; (ii) 

5+5 years, with renewal provision 

Need further 

consideration of this 

aspect, including 

relative merits of 

contract with/without 

renewal provision. 

 10.2 Renewal provisions If renewal (rollover) provision 

included, need to consider 

alternative approaches: (i) 

automatic, on previous 

terms/conditions, subject only to 

satisfactory performance; (ii) at 

discretion of operator (only), on 

previous terms/conditions, subject to 

satisfactory performance; (iii) 

subject to negotiation between the 

parties (including on price).  

Further consideration to 

be given to this aspect, 

including review of 

Australian (and other) 

previous evidence and 

experience. Needs to 

include operator 

security and tender 

pricing implications. 

11. Operating contract 

segmentation 

11.1 Service segmentation More than one operator preferred—

ideally 3-4. Segmentation preferably 

on depot basis (refer section 9.4.2.2 

re Canberra implications). Include 

some constraint on single operator 

having ‘dominant’ market share. 

Need further 

consideration of options 

– both general 

arguments and specific 

application to Canberra 

(1 v 2 v 3 v 4 contracts). 

Examining implications 

of future Depot 

Strategy. Light rail to be 

dealt with separately 

(outside project scope) 

11.2 Functional segmentation Operator contract(s) to cover, at 

minimum, driving and directly 

related functions. Highly desirable to 

also cover other depot-based 

functions. Various other functions 

may be included, as noted in above 

sections. 

Generally preferable to 

have fewer rather than 

more outsourced 

contracts, desirably 

managed by ‘primary’ 

operating contractor. 

But where >1 operator, 

joint operator functions 

(e.g. management of 

interchange used by >1 

operator) should 

generally be contacted 

to a separate party (to 
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Aspect Potential approach and roles Comments, rationale 

avoid conflicts of 

interest) 

B: PROCUREMENT ARRANGEMENTS  

12. Procurement basis Periodic competitive tendering CT preferable to 

negotiation with a single 

operator (how would 

this operator be 

selected, and price 

determined?) 

13. Service specification basis 

in tender 

Various options for further 

consideration: 

(i) details service specification as 

basis for all tenders (may 

subsequently be adjusted during 

course of contract); (ii) outline 

service specification only (los etc), 

with tenderers to develop detailed 

specification for consideration in 

tender evaluation 

Option (i) preferable, as 

unreasonable to expect 

tenderers to have 

sufficient market 

knowledge at tendering 

stage. Preferable for 

any service adjustment 

to take place after 

operator selected, 

during course of 

contract.  

14. Tender evaluation basis   

14.1 Evaluation basis Choice between: (i) lowest price 

conforming tender; (ii) price v quality 

(VFM) trade-offs; (iii) selection on 

quality, then negotiation on price. 

Further consideration 

required of options (i) 

and (ii). Need to have 

regard to ACT 

Government 

procurement policies. 

14.2 Key tender evaluation 

criteria 

To be developed – importance of 

past performance/track record 

Important, whichever 

option is taken under 

aspect 14.1.  

15. Other measures to 

encourage keen competition 

for operating contract 

Market presentations and 

soundings. 

To be considered 

developed further. 

9.3 Assessment of Service Delivery Options 

9.3.1 Assessment Basis and Criteria 

As noted earlier (Section 9.2.2 and Box 6), service delivery models are generally focused 

on two primary objectives: 

 Technical efficiency (outputs at least cost). In the present context, the focus of this 

objective is on minimising the gross operating costs to provide a given quantity of 

service (meeting defined quality standards). Various performance measures of 

technical efficiency are found in the literature, but arguably here the most relevant 

are the total gross (operating) cost to provide a given amount of service, or the 

gross cost per unit of service output (e.g. operating cost/in-service bus (or seat) 

km). 

 Allocative efficiency (outputs best meeting market demands). For any specified 

bus system, arguably the best measure of how effective the operation is in meeting 
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market demands is some measure of usage or ‘patronage’. This measure could be 

passenger boardings, passenger journeys and/or passenger kilometres. ‘Patronage’ 

itself is the driven by other service-related factors, including network design, service 

frequencies, operational performance (on-time running etc.), vehicle and stop 

quality factors etc. However, ‘patronage’ is a more useful performance measure 

here, as it directly reflects the utility of services as judged by current and potential 

users.  

We also note that farebox revenue will be directly related to some measure of 

patronage in situations (such as this assessment) where fare levels and structures 

are (assumed to be) constant across the various service delivery options being 

assessed. For our assessment purposes, we therefore adopt some measure of 

patronage as the most useful indicator of performance of alternative service delivery 

options in terms of their relative allocative efficiency.  

Various other assessment criteria included in the ‘generic’ assessment framework given 

earlier (in Section 4) are relevant to the assessment of service delivery models, but are 

highly correlated with the gross cost and patronage criteria noted above, and therefore 

they do not also need to be covered explicitly in the assessment. As shown in Figure 28 

these include: 

 Various service quality and price factors (criteria 1.2—1.5, from Section 4) 

 Farebox revenue (2.2) 

 Net Government funding (2.1 & 2.2) 

 Allocation of operational risks (5.3). 

Figure 28 also includes several criteria from the ‘generic’ assessment framework that 

are relevant to service delivery models and do need to be considered separately. Table 

60 then sets out the resulting five criteria (gross operating costs, patronage and three 

others relating to risk and uncertainty aspects) chosen for the comparative assessment 

of the three service delivery options. 

Figure 28: Relating the Generic Assessment Framework to Service Delivery Models 
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Table 60: Criteria for Service Delivery Option Assessment 

Category Criterion Comments 

1. User 

perspectives 
1.1 Patronage 

 Primary indicator for allocative (market) efficiency. 

 Potential indicators are passenger boardings, journeys (O-D), 

passenger km, all of which are correlated (for a given fare 

level)  

 Given the nature of the data available from SD reforms 

elsewhere, it is not necessary to choose any specific measure 

here. 

2. Financial 

perspectives 

2.1 Gross 

operating costs 

 Primary indicator for technical (cost) efficiency. 

 To relate to gross costs to provide a given amount (and 

quality) of service. 

 Concerned with operating costs only (capital costs largely 

funded by government, and independent of SD (options). 

 
2.4 Budgetary 

uncertainty 

 Focus on budgetary risks and uncertainty, in terms of 

expectations re future gross costs and farebox revenue. 

 Primary consideration is the extent to which operating cost 

risks are outsourced to operators through the contractual 

arrangements. 

5. Resilience 

and risk 

5.2 Organisational 

responsiveness 

 Reflects responsiveness of business (principally through 

‘operator’) to respond rapidly to changes in demand and in 

policy etc. requirements. 

 For an outsourced operation, much will depend on contractual 

terms and effectiveness of ‘partnership’ arrangements. 

 

5.1 Process/ 

implementation 

risks 

 Relates in particular to risks associated with the various stages 

of the outsourcing model and process. 

9.3.2 Overall Assessment 

Table 61 sets out our comparative assessment of the three service delivery options, 

against the five criteria specified in the previous section (refer Table 60 in particular). 

The assessment is consistent with the framework and methodology set out earlier 

(Section 4) using the seven-point scoring scale, with Option A (BAU) being allocated a 

score of zero in all cases.45 

As expected, relative to the BAU, on all the criteria Option B shows a small change in 

rating, whereas Option C shows a larger relative change. No attempt has been made to 

set relative weights on each criterion, and hence to determine overall weighted sum 

scores and relative rankings. 

As noted in Table 61, further details on the basis for the comparative scores (on criteria 

1.1, 2.1, 5.1) are given in the section following. 

                                                

45
 The 7-point scale ranges from -3 to +3, with the mid-point (zero) indicating the business-as-usual case.  
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Table 61: Overall Assessment of Service Delivery Options 

Criterion
46

 
Rating 

Comments 
A B C 

1.1  Patronage 

O +1 +3 

Refer Section 6 re patronage and farebox revenue 

evidence, particularly re: outsourced experience: this 

indicates strong positive effects. Option B should be 

better than A, given its greater focus on meeting 

customer needs through service adjustments and 

quality improvements. 

2.1  Gross operating 

costs 

0 +1 +3 

Refer section 6. This indicates a reduction in 

operating costs for Option C compared with A in the 

order of 25% - 30% (however there may be 

significant costs to buy out or transition from the 

existing EA). Operating cost reductions with B are 

estimated at c.5%, and this level is assumed to be 

achievable within a few years. 

2.4  Budgetary 

uncertainty 

0 +1 +3 

Option C should substantially reduce the current 

budgetary risks, which primarily relate to inadequate 

control of operating costs: under C, the operator will 

take the risks on managing operating costs, with 

government retaining risks relating to general industry 

cost inflation. Option B would be better than A, as 

tighter cost controls are envisaged. Farebox revenue 

risks would be largely retained by government in all 

options, but revenue expectations would be more 

positive under C (refer item 1.1). 

5.2  Organisational 

responsiveness 

0 +1 - 

Option B would be expected to rate rather better than 

A, consistent with its greater management focus on 

both cost and market aspects. It is unclear at this 

stage how C would compare with the other options: 

much will depend on contractual conditions and the 

effectiveness of ‘partnership’ working. 

5.1  Process/ 

implementation risks 

0 -1 -3 

Refer section 6.5.4. These risks will be greatest with 

C, associated with all stages in the outsourcing 

process. However, while the risks are real and it will 

important to anticipate them wherever possible, 

extensive experience is now available internationally 

on how to design and implement a successful 

outsourcing model. Any risks associated with option 

B are relatively slight, although it is possible that 

some of the changes involved will give rise to 

industrial issues. 

9.3.3 Financial Assessment 

9.3.3.1 Gross Operating Costs 

The detailed (quantitative) financial assessment has focused on the comparative gross 

operating costs (criterion 2.1) of the three service delivery options. Estimates were also 

made on the comparative farebox revenue likely in each option, based on evidence that 

an outsourced operation would typically result in some increase in patronage compared 

with the other two service delivery options. 

                                                

46
 Refer Table 6.5 for further specification and comments on each criterion. 
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Table 62 provides our estimates of gross costs and fare/other commercial revenue (and 

hence net costs) for each service delivery option for a typical medium-term year 

(nominally 2018/19) and a longer-term year (in the mid-2020s). It also shows the 

corresponding ‘baseline’ figures, for year 2014/15. All figures are given throughout in 

constant real terms ($2014/15 prices).  

The following comments are made to help in interpreting the results in this table: 

 Total ACTION operating costs (excluding capital charges) for 2014/15 are budgeted 

at $129.1 million. This includes an amount of $4.9 million that represents the 

‘excess’ Comcare premium (relative to 2009 levels) – which we understand is being 

funded separately.  

 In the BAU option, it is assumed that this figure will continue to apply (in $2014/15 

prices) throughout the assessment period. (This assumption seems likely to be on 

the low side, given the intention to gradually increase levels of service and the 

experience of recent years in which ACTION’s operating costs have generally 

increased faster than CPI.) 

 The financial assessment indicates that, relative to the BAU option (A), the 

Outsourcing option (C) would be expected to reduce gross operating costs by 

around $26 million p.a. in the medium term and around $44 million p.a. in the longer 

term. These estimates include both service adjustments (e.g. to running times), as 

outlined elsewhere; and cost efficiency (unit cost rate) improvements. We have 

estimated the cost efficiency savings for the longer term, based on ACTION’s recent 

benchmarking studies and various other sources, resulting in a reduction in 

operating costs of about 26% to match typical private operator cost levels. This 

figure is very comparable with the cost savings reported for the outsourcing of 

government operations in Perth and Adelaide. For the medium-term, we have taken 

half this figure, about 13%, as the anticipated saving, recognising that the full 

potential savings may not be reached until after several EA cycles. The 13% figure 

is consistent with the ‘first round’ operating cost savings per kilometre (13%) for the 

new outsourced contract for the Darwin operation (which was previously operated 

by the NT government operator).  

 Our analyses of the cost efficiency savings for the outsourced option are based, 

more-or-less directly, on Indec’s 2012/13 figures for the ratios between the ‘best 

practice benchmark’ unit rates and the corresponding ACTION unit rates. These 

ratios have been assumed to continue to apply to ACTION’s 2014/15 budget 

estimates for each cost category. Of the $33.4 million p.a. cost efficiency saving in 

the longer term, some $26.0 million (78%) relates to labour cost savings, the 

remainder to all non-labour costs. For the main labour groups, the absolute and 

proportional savings are $17.3 million (28%) for drivers, $5.7 million (47%) for 

mechanics and $3.0 million (23%) for all other (mostly salaried) staff. For the non-

labour costs, the largest savings would be in terms of bus maintenance 

parts/consumables of $3.2 million (48%) and general bus overhead costs of 

$3.1 million (40%).  

 For the Reformed Public Operator option (B), it has been assumed that similar 

service adjustments could be implemented, in the medium term, as for the 

Outsourcing option, but that any efficiency gains would be very limited, given the 

constraints of the current EA (and its potential successors). 
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Table 62: Financial analysis of service delivery options (All numbers in millions, 2014 dollars) 

Option Item  Current Medium-term Longer-term Comments 

   2014/15 c. 2018/19 c. mid 2020s  

A: Business as 

Usual (BAU) 

Costs Operating costs 129.1 129.1 129.1 Includes excess Comcare-funded separately (4.9). No capital 

charges included. 

  Revenues Fares 22.8 24.2 26.5 Assumes patronage increases proportional to population (c. 1.5%pa) 

    Other rev 2.9 2.9 2.9 Excluding government reimbursements etc. 

    Total revs 25.7 27.1 29.4   

  Net costs   103.4 102.0 99.7   

  Operating cost recovery 19.9% 21.0% 22.8%   

B: Reformed Pub 

Operator (RPO) 

Costs Efficiency adjustment 

relative to Option A 

  0.133 0.133 Payroll  admin net savings 

      0.123 0.123 Admin labour net savings 

        0.560 0.560 Transport Officer net savings 

        0.740 0.740 Resource management savings (overtime etc.) 

        1.556 1.556   

  

  Service adjustment 

relative to A 

  4.100 4.100 Running times (subject to EA conditions) 

        2.430 2.430 Low patronage trips (subject to EA conditions) 

        0.410 0.410 Depot strategy savings (subject to EA conditions) 

        6.940 6.940   

    Total cost adjustments   8.496 8.496   

    Total costs   120.6 120.6   

  

Revenues Fare revenue relative 

to A 

  0.512 0.594 Assumed increases proportional to population (c1.5%pa) 
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Option Item  Current Medium-term Longer-term Comments 

   2014/15 c. 2018/19 c. mid 2020s  

  

  Other revenue relative 

to A 

  0 0   

  

  Total revenue 

adjustments 

  0.512 0.594   

    Total revenues   27.6 30.0   

  Net costs     93.0 90.6   

  Net cost reduction from BAU   -9.0 -9.1   

  Operating cost recovery   22.9% 24.9%   

C: Outsourced 

Operations 

Costs Efficiency adjustment 

relative to A 

    28.476 Longer-term estimate derived from ACTION benchmarking analyses 

(sheet IWA Cost Analysis Update 15), and assumes reduction in WC 

premiums to a normal commercial level. The total savings figure 

(33.376, below) is a 26% reduction on current ACTION costs.  
  Removal of excess 

Comcare premium 

    4.900 

        16.688 33.376 Medium-term estimate taken as 50% of longer-term savings figure: 

this is consistent with recent Darwin experience, in which cost 

reductions for the initial outsourced contract have been 13% of gross 

costs.   

          

  

  Service adjustment 

relative to A 

  3.485 2.870 Running times (Option B figures reduced by 30% longer-term, 15% 

medium-term, so as not to double-count efficiency savings) 

  

      2.066 1.701 Low patronage trips (Option B figures adjusted as above, so as not 

to double-count efficiency savings) 

  

      0.349 0.287 Depot strategy savings (Option B figures adjusted as above, so as 

not to double-count efficiency savings) 

        5.899 4.858   

    Total cost adjustments   22.587 38.234   
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Option Item  Current Medium-term Longer-term Comments 

   2014/15 c. 2018/19 c. mid 2020s  

    Total costs   106.5 90.9   

  

Revenues Fare revenue relative 

to A 

  0.512 0.594 Reduced fare evasion (as option B) 

  

      3.000 5.000 Estimates of likely patronage and revenue increase in medium/longer 

term though more customer-focused services (refer to Section 

9.3.3.2) 

  

  Other revenue relative 

to A 

  0 0   

    Total rev adjustments   3.512 5.594   

    Total revenues   30.6 35.0   

  Net costs     75.9 55.9   

  Net cost reduction from BAU   -26.1 -43.8   

  Operating cost recovery   28.7% 38.5%   

 

 



Chief Minister and Treasury Directorate ACTION Expenditure Review: Phase 3 

Page 241 
 

9.3.3.2 Farebox Revenue 

Evidence from other Australian metropolitan areas on the effects of outsourcing on 

patronage and fare revenue is much more uncertain than the equivalent evidence on 

operating costs. The patronage and revenue effects tend to eventuate gradually over an 

extended timescale and are often difficult to distinguish from any ‘background’ patronage 

changes due to other factors.  

However, in both Perth and Adelaide, the patronage data does suggest quite impressive 

patronage gains resulting from outsourcing and the consequent enhancements in 

service design and operational quality (reliability etc.) In Perth, bus patronage per capita 

increase since completion of the outsourcing process in 1999/00 was c. 3% p.a. greater 

than the trend in previous years, and additional to the effects on patronage of increases 

in levels of service post-outsourcing. In Adelaide, an apparent long-term downward trend 

in patronage of c. 2% p.a. changed to an upward trend of a similar amount shortly after 

the implementation of full outsourcing and the trend continued for the following seven 

years: in aggregate, this would indicate a potential patronage increase of around 30% 

over that period (relative to the ‘business as usual’ situation). 

The Perth and Adelaide evidence together suggest that patronage gains as a result of 

outsourcing in the order of 30% might be achievable over a 5-10 year period following its 

implementation, as long as this flows through to service improvements. Based on 

ACTION’s 2014/15 farebox revenue of c. $23 million (excluding GST), this would imply a 

potential fare revenue increase of around $7 million p.a. (building up over a 5-10 year 

period following the implementation of outsourcing).  

However, we would note the uncertainty of this estimate (and the difficulty of assessing 

the actual effects even after the event). For assessment purposes, we have therefore 

taken a reasonably conservative view, allowing for fare revenue increases in the 

Outsourcing option of $3.0 million p.a. in the medium term and $5.0 million p.a. in the 

longer term. We have not made any equivalent allowance for patronage and revenue 

growth (additional to the BAU case) in the Reformed Public Operator option.  

9.3.3.3 Overall net costs and cost recovery performance 

9.3.3.4 The results of our assessment in terms of relative net costs and cost 

recovery ratios, in both the medium and longer terms, are shown in Table 

62. It is seen that: 

 Under the BAU option, the net costs reduced gradually over time and the proportion 

of operating costs recovered through fares and commercial revenue increased 

gradually. (Note that these cost recovery figures differ from those elsewhere in this 

report, as they cover operating costs only.) 

 With the Reformed Public Operator option, the net costs reduced by around $9 

million p.a. from the BAU case. Correspondingly, the cost recovery proportions are 

somewhat higher than in the BAU option, increasing to about 25% in the longer 

term. 

 Under the Outsourced option, the gross costs are considerably lower than for the 

BAU option, by around $23 million p.a. in the medium term and around $38 million 

p.a. in the longer term. The revenues are also higher, by some $3 million to $6 

million p.a. The result is for net cost reductions relative to the BAU option of some 
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$26 million p.a. in the medium term, rising to $44 million p.a. in the longer term. 

Correspondingly, the cost recovery proportions are significantly higher, at 29% in the 

medium term, 39% in the longer term.  

9.3.4 Transition Issues and Costs 

In the case of implementing an outsourcing model, significant transition costs will 

undoubtedly arise. The following provides brief comments on the areas in which such 

costs may arise, but noting that it is premature to attempt to quantify the likely amounts 

at this stage. 

Transition costs may arise in the following categories: 

 Employee entitlements for transferring employees. This refers to leave 

entitlements etc. (annual leave, personal leave (including sick leave), long service 

leave etc.) for current ACTION employees who transfer to the new operator. We 

would expect that the transition would involve transfer of the liabilities from the 

ACT Government to the new operator, together with a cash payment to the operator 

to match these liabilities. However, alternative arrangements may well be negotiated 

between the ACT Government, the new operator, and the employees concerned.  

 Other transition costs relating to transferring staff. Some one-off (or short-term) 

payments may be made to transferring staff, as part of any variations in employment 

arrangements negotiated with the new operator. We expect the 

Government/ACTION would cover these costs at the time of incentives being 

offered (and paid) they would be government employees. The purpose of the 

incentive is for the Government employees to agree to changed EA conditions from 

service commencement.  

 Transition costs for ACTION staff who do not transfer. Transition costs are likely 

to arise for such staff, in terms of retraining and redeployment, redundancy 

payments etc. 

 Costs to establish (and maintain) an enhanced PT policy, planning and 

contract management unit. Such a unit would be responsible for those PT 

planning and management functions that: (i) are undertaken currently in TAMS-PT; 

(ii) are undertaken currently in ACTION, but would not transfer to the new operator; 

and (iii) not undertaken currently but would be required for management of the 

outsourced contracts. The functions involved would include PT regulation; network 

planning; PT marketing/promotion and passenger information; asset planning and 

management; revenue protection, fares, and ticketing; and contract management 

and monitoring. We anticipate this unit would be located within TAMS, and would in 

part be staffed by current TAMS and ACTION staff, although some new skills may 

well be needed. This function would involve some one-off establishment costs as 

well as ongoing operating costs (a large proportion of which should already be 

covered by current budgets). 

 Professional services costs. Specialist consultancy services in technical, financial 

and legal areas will be needed to advise on structuring of the outsourcing model, 

contract specification, procurement procedures, tender evaluation, contract 

negotiation and other transition issues. This will involve significant one-off costs.  
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9.3.4.1 Light Rail 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

9.3.5 Risk Assessment 

This section presents an initial appraisal of the risks expected to be associated with the 

various stages of the outsourcing model and process (criterion 5.1), and specifically in 

the following stages: 

 outsourcing model development and specification 

 operator procurement/tendering/contracting process 

 transition to new operator 

 during the period of the contract 

 termination and handover 

 

Figure 29 illustrates the risks relating to all but the first of these stages. The mitigation 

measures against these risks, effectively eliminating the red portions of each bar, are 
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described in Table 63. If a decision is taken to pursue an outsourcing option further, 

additional work on risk identification and mitigation will be appropriate. 

Any risks associated with the other two options being considered have not been 

assessed at this stage, as these are seen as small relative to those for the move to 

outsourcing. 

Figure 29: Initial Appraisal of Risks in Outsourcing Process 
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Table 63: Analysis of Potential Risks Associated with Outsourcing Process 
Risk description Level of 

impact 
Likelihood 
of impact 

Mitigation measures Likelihood of 
mitigated 
impact 

Lack of market  interest on 
reasonable terms and conditions 

High Medium  Withdraw and reconsider 
 Appropriate initial marketing to 

minimize the chances of the 
current (market soundings, 
prequalification etc.) 

Low 

Tendered prices too high Medium Low  Reconsider the tender 
 Withdraw from process 

Low 

Transition to new operators: 

Staff transfer/recruitment and 
training 

Recruitment of appropriate 
management 

Introduction of appropriate system 

Industrial risks and PTA 

performance deterioration 

High Medium  Selection of new operators 
(previous experience and track 
record  in similar situations) 

 Allow adequate time for planning 
and implementation of transition 

 Develop joint Govt/operator 
transition plan 

 Detailed research into staff 
transfer and industrial risk 
aspects 

Low 

Inadequate operator performance 
in terms of improving service 
quality etc. 

Medium Low  Including renewal clause in 
contract dependent on 
satisfactory performance (e.g. 
3+5 years) 

 Include performance monitoring 
regime with appropriate penalties 
and incentives 

Low 

Govt/operator interface leads to 
friction and inefficiencies 

Medium Medium  Good design of business model 
and  allocation of functions 

Low 

Cost indexation formula does not 
adequately compensate operators 
for cost inflation movements 

Medium Medium  Careful initial design of 
indexation formula 

 Provision for automatic review 
after a few years 

 Provision to reassess at any time 
in response to reasonable 
operators concerns and evidence 

Medium 

Inadequate performance of new 
regulator/contract manager 

High Medium  Careful initial design of 
regulatory framework and 
institutional structure, staffing 
requirements, etc. 

 Appoint top quality managers 
with external assistance as 
required 

Low 

Operator defaults on contract Medium Low  Govt retains performance bond 
 The business model provides for 

multiple operators, hence easier 
for new operator to step in with 
regard to an event  of default 

 Contract requires parent 
company guarantees etc. 

Low 

Exit risks: 
 Asset conditions at handover 
 Poor competitive market  for 
subsequent tender round 

Medium Low  Specify handover conditions in 
initial contract 

 Allow extended period for 
condition assessment and 
remedial action 

 Ensure high quality and fair 
regulation throughout initial 
contract 

 Make provision for independent 
arbitration of disputes where 
necessary. 

 Learn from experience  (in ACT 
and elsewhere) in design of 
second tender round 

 Proactive marketing of second 
tender round. 

Low 
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9.4 Potential Next Steps  

9.4.1 Option B – Reform in Government  

A number of initiatives outlined in Sections 6-9 can be implemented regardless of the 

service delivery model that is chosen by the ACT Government. We suggest these 

initiatives are explored in more detail regardless of the service delivery option that is 

chosen. 

Moreover, in the absence of the types of formal operator contracts that normally exist 

between a public transport agency and contracted providers in a private environment, 

we recommend TAMS-PT and ACTION create a pseudo contract in the form of a 

“service level agreement” (SLA). While the Government cannot contract to itself, it is 

possible for one area of Government to place expectations on another.  

In the following sub-sections we discuss two possible SLAs that could be developed, 

one to govern the relationship between ACTION and PT and others to govern ACTION’s 

internal processes. 

9.4.1.1 Service Level Agreements ACTION - PT 

We suggest that such a SLA should feature commitments relating to: 

 Commitment to service standards 

 Average waiting times 

 % on-time running 

 Number of cancelled services 

 Number of incidents and accidents 

 Delivery of the network plan – coverage and frequency 

 Budget compliance 

 Policy compliance 

 Patronage and growth targets 

 Fare box and other revenue  

 % Disability Discrimination Act 1992 compliant fleet 

 Overall in service kilometres delivered 

9.4.1.2 Internal Service Level Agreements – ACTION 

In addition to a PT – ACTION service level agreement we see the creation of a small 

number of internal SLAs within ACTION as a supplementary mechanism for performance 

improvement. While there are several functional agreements that could be developed the 

most critical one is an agreement between the Fleet Maintenance and the Operations 

function. 

The key focus and objective of such an agreement should be ‘Fleet Availability’ and 

meeting peak fleet requirements such that operations is not constrained by lack of fleet. 

Such an agreement would bring into sharp focus issues such as what resources are 

required and when (shifts and rosters), what parts are required and when (inventory) bus 

availability (return from operations) and fault information (operations). This would also 

provide sharper focus on work estimation (work assignment), on road breakdown 

(disruption), constant breakdown (quality) and absence (resources). 



Chief Minister and Treasury Directorate ACTION Expenditure Review: Phase 3 

Page 247 
 

Implementation of Service Level Agreements is beyond the scope of this project but we 

offer our assistance to Public Transport to help implement the initial agreements. 

9.4.1.3 Pathways for Cost Savings 

The diagram below shows a systematic pathway approach to cost performance 

improvement. The pathway approach above relies on parallel streams of fares and 

ticketing changes, network refinements, IR and work practice reform will contribute to 

progressively overall lower costs. 

In our view the current EA offers little in the way of cooperative productivity improvement 

to ACTION and together with the specific restrictive clauses constrains the opportunity for 

savings. Prospectively even under an aggressive outsourced model labour costs would be 

high until expiry of the current EA in 2017 and a reviewed agreement could be struck 

(transmission of business requirements apply) 

Together with other significant cost issues such workers compensation costs increases, 

these high labour costs significantly affect the ability of ACTION to operate within the 

current funding constraints and are directly responsible for the benchmarking cost 

differential with other operators. 

Finally, there are several significant work practice, system and practices that could bring 

about substantial performance improvement, but these are also likely to deliver savings 

only in the longer term rather than the immediate short-term future due to the nature of the 

changes. 

Figure 30: Summary of Improvement and Costs Realisation Process 
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9.4.2 Option C – Outsourcing 

9.4.2.1 Transfer of Business 

Should the ACT Government choose option C (or part thereof), then the primary 

consideration relates to the process for the transfer of business. Much of this process in 

turn relates to the transfer of staff and associated EA. 

Appendix H of this report provides detail regarding the Fair Work Act 2009 (Fair Work 

Act) Transfer of Business provisions in the event that the services of a public sector 

entity, like ACTION, are franchised and provided by an alternative bus operator.  

In preparing the information, consideration was given not only of the Fair Work Act itself, 

but how the Transfer of Business aspects were dealt with in a passenger transport 

operating environment. We held discussions with relevant officers in New South Wales 

and the Northern Territory. These jurisdictions have franchised the provision passenger 

transport services previously operated by the public sector relatively recently.  

The following detail summarises the information provided in Appendix H: 

1) It is clear that the requirements of the Fair Work Act concerning Transfer of 

Business, should the ACT Government seek to franchise the delivery of bus 

passenger services, must be taken into account in planning and be complied with. 

This situation is applicable even in the event that ACTION was changed from its 

existing legal structure and established as a Government Business Enterprise 

(GBE) or a State Owned Company (SOC). Fair Work Act Section 6, Part 6-3A – 

Transfer of Business from a State Public Sector Employer refers. 

2) Key documents that require careful consideration and underpin any Transfer of 

Business planning include: the FW Act, the ACTION Enterprise Agreement 2013-

2017, and the franchise agreement. 

3) If there is a Transfer of Business, the Fair Work Act provides certain terms and 

conditions for an ACTION employee transferring to the new employer. The transfer 

of those terms and conditions is achieved by creating a new instrument—called a 

“copied State instrument”—for the transferring employee. The new instrument is 

enforceable under the Fair Work Act. It is our view the ACTION Enterprise 

Agreement 2013-2017 will be a copied state instrument should a Transfer of 

Business arise. 

4) The Fair Work Act provides that a copied State instrument will cease to exist 

following a Transfer of Business situation on the nominal expiry date of the existing 

enterprise agreement. It would also cease to exist if, after the transferring 

employee’s re-employment time with the new employer, an enterprise agreement is 

made that covers the employee and the new employer. 

5) We can envisage no circumstance where the Transport Workers’ Union (TWU) and 

its ACTION members would willingly forego the provisions associated with the 

existing ACTION agreement as a copied State instrument, other than through some 

form of financial incentive. 

6) In 2011, the NSW Government commenced the process of franchising the 

operations of Sydney Ferries. In doing so, the Government entered into a Human 

Resource and Industrial Relations Franchising Deed representing a package 
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agreement with unions. The deed package, which included significant transferring 

employee benefits, was intended to provide certainty to all parties and employees.  

7) The approach adopted by the NSW Government for Sydney Ferries franchising is 

likely to have been influenced by a desire to minimise industrial dislocation. Such an 

approach avoided potential disruption to ferry commuters and a negative public 

relations environment associated with franchising the service provision of a high 

profile transport mode. However, the approach adopted will have affected the 

associated costs to Government. 

8) We have not been able to ascertain cost to Government savings, if any, arising from 

the Transfer of Business to private service delivery for Sydney Ferries operations. 

Lump sum payments made to transferring employees, in addition to retaining the 

same position on the same terms and conditions as enjoyed at Sydney Ferries 

when in Government control, will have been substantial. Likewise, the scope to 

improve cost performance will have been influenced by the requirement for the 

successor operator to incorporate annual increases of 3.25% into a new enterprise 

agreement, without changes to the existing terms and conditions. It would appear 

that the full financial benefit available to the NSW Government would not be 

realised until in the latter years of the contract (or potentially at next tender round). 

The current term of existing operators expires in July 2019 (8-year contract). 

9) ACTION, in terms of the industrial relations environment, and a high profile 

transport Government owned entity, has some similarities to Sydney Ferries. The 

approach deployed by the NSW Government appears to have been aimed at 

introducing the desired structural reform in the most risk aversive possible way. It 

served to transfer the provision of operational services from public sector 

operational management to the private sector relatively seamlessly. However, the 

approach will have resulted in a reduced level of cost savings, initially at least.  

10) In December 2013, the Northern Territory (NT) Government announced its intention 

to franchise, through a Transfer of Business, the delivery of bus passenger transport 

services operated by the Government owned entity Darwin Bus Service. Following a 

public tender, in July 2014, the Government announced that Transit Systems 

secured the contract to deliver the bus services. 

11) The Government engaged expert legal advisers to provide guidance concerning the 

Fair Work Act obligations and the drafting of the franchise agreement to be 

executed with the successor operator following tender evaluation. The agreement 

captured the obligations required of the successor operator and these reflected the 

provisions inherent in the FW Act. The contract also defined the requirement on the 

treatment of the Government-owned fleet, which, in the NT situation, required that 

they be procured by the successor operator. The Government, in addition to 

obtaining expert legal advice, also engaged expert financial advisers that modelled 

the financial implications associated with the Transfer of Business  process, 

including the influence the FW Act obligations had on cost and benefit 

considerations. 

12) The legal advice provided to the NT Government was that the FW Act obligations 

are not capable of circumvention and must be complied with. The drafting of the 

new franchise agreement, and the resultant request for tender requirements, 
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reflected those obligations so that respondents were clear of the Transfer of 

Business implications.  

13) As a result of the Darwin Bus Service Transfer of Business, per kilometre savings of 

13% were achieved. We are unable to provide details as we have no formal access 

to the financial offers made as part of the tender process. However, it should be 

noted that private sector are generally more efficient and effective in resource 

utilisation 

14) The experiences of both the NSW Government concerning Sydney Ferries, and the 

NT Government concerning Darwin Bus Service, are informative. The high profile 

nature of the Sydney Ferries services and the historical industrial relations 

environment represents a significant political and public relations risk if the 

employee organisations mount a public and industrial campaign against franchising. 

A similar situation, for the same reasons, could arise in the ACT concerning 

ACTION. The NT situation with Darwin Bus Service, although significantly smaller 

and a less complex bus service provider than ACTION, demonstrates the 

requirements of Transfer of Business under the FW Act. It demonstrates the 

influence it can have on the quantum of achievable short and medium term savings, 

relative to historical outcomes achieved in public transport service franchising 

circumstances.  

15) Should the ACT Government embark on a process for the services operated by 

ACTION, where Transfer of Business as described in the FW Act arises, subject to 

the attainment of satisfactory cost benefits, an approach similar to that undertaken 

by the NSW Government for Sydney Ferries appears to represent the least risk to 

achieve a relatively smooth transition.  

16) Although potentially financially prohibitive, providing transferring employees with 

access to the severance benefit (or a variation of it), referred to in Clause K of the 

current ACTION agreement could be considered. Such an incentive, if offered, in 

return for them agreeing to enter into a new enterprise agreement with the new 

employer, effective from service commencement date, which reflects the new 

employers existing employment arrangements, could potentially be an attractive 

proposition for them. Such an arrangement would require careful analysis to 

establish the cost and payback implications. However, if the benchmarked cost 

performance of ACTION is accurately reflected in the studies documented by 

INDEC, then the quantum of cost savings derived from a contestable framework 

may make such an arrangement financially worthwhile.  

17) The incentives should not be provided without agreement regarding the nature of 

the enterprise agreement that will apply to the transferring employees with the 

successor employer. This occurred in Sydney Ferries; however, the NSW 

Government adopted an approach whereby the existing terms and conditions were 

to be extended and annual wage increases incorporated. We would advocate a new 

enterprise agreement that amends the terms and conditions to reflect those 

contained in a successor operators agreement for their current employees.  

18) If there is scope to gain a negotiated agreement on such terms, it would require 

those terms to be legally binding and the nature of the agreement reflected in any 

formal offer for employment to the transferring employee and in the franchise 

agreement itself. The new enterprise agreement would be intended to replace the 
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copied State instrument and have application from the service commencement. The 

scope to undertake this approach requires professional legal and financial analysis 

and advice. We do note that the deed negotiated for Sydney Ferries had such a 

requirement; however, it extended benefits already enjoyed as distinct from 

removing them. 

19) The approach adopted in the NT for Transfer of Business if replicated in the ACT, is 

likely to generate some risk associated with union and employee resistance, with 

potential negative public relations campaigns being mounted. Any cost savings will 

be influenced by the transferring employee’s terms and conditions going across to 

the successor employer until such times as those terms and conditions can be 

negotiated out by the successor employer. The cost risk to the successor employer 

will be reflected in the price offered as part of any tender process. This approach will 

achieve a Transfer of Business outcome and be consistent with all legal 

requirements and obligations. 

20) The ACTION enterprise agreement includes provision for internal bids in a 

franchising environment. If a Transfer of Business arises, and it transpires that an 

internal bid is contemplated, the approach adopted in the NT is likely to be more 

appropriate. If incentives for transferring employees are established as a legal and 

financially viable option as outlined above, it is possible that an ACTION in-house 

bid may seek to develop a new enterprise agreement reflective of private sector 

agreements terms and conditions, and have transferring employees aligned to the 

new agreement in return for the severance benefit payment. However, an in-house 

bid will retain the Government ownership nexus. In such circumstances, the risks 

and implications associated with potential erosion of savings over time should be 

considered. Should the approach adopted by the NT be applied, in our view, an 

ACTION in-house bid is unlikely to be cost competitive relative to alternative bids 

provided by competent private sector operators. 

 

This information relating the Transfer of Business and the FW Act is provided by 

MRCagney as a transport consultancy; we are not legal experts. If the ACT Government 

is interested in understanding Transfer of Business for ACTION, then we recommend 

seeking professional legal advice. 

9.4.2.2 Contracts and Depots 

MRCagney has undertaken some preliminary analysis of the interaction between 

contracts, in and out-sourced model, and depots – both present and planned. 

Under an external service provider model, we expect the depot strategy and associated 

increase in fleet size will result in sufficient bus numbers to support up to four separate 

contracts, as summarised in Table 64. 
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Table 64: Summary of Contract Options: Savings from Depot Strategy 

2031 Projections 
Depot 

Belconnen Tuggeranong Woden Mitchell Total 

Buses based on 2031 

Projections 
     

    Spares 10% 16 12 11 13 51 

    Total Buses 172 129 116 146 562 

Contract Arrangements      

    2 Service Contracts      

         North 172   146 318 

         South  129 116  244 

        Total 172 129 116 146 562 

    3 Service Contracts      

         North 172    172 

    146 146 

         South  129 116  244 

         Total 172 129 116 146 562 

    4 Service Contracts 172 129 116 146 562 

 

In this context, each individual contract would be large enough to realise sufficient 

economies of scale, while being small enough to stimulate competition and potentially 

result in a situation with between 1-4 bus operators. 

9.5 Summary of Findings 

This Section has assessed the relative financial and other merits of three alternative 

‘service delivery’ options: 

 Option A: ‘Business as Usual’ 

 Option B: ‘Reformed Public Operator’ Continue government operation but with 

enhancements in efficiency and effectiveness (as achievable within the government 

environment and the current EA) 

 Option C: Outsourcing of operations functions, through competitive tendering (and 

assumed to a private operator), with strategic/policy functions being retained in the 

government sector 

The key feature differentiating the options is the introduction in the outsourcing option of 

periodic competition to select an operator, which will help to drive significant 

improvements in cost efficiency and in the better matching of services to market needs. 

The comparison of options therefore focuses on these aspects, and is not concerned 

with other potential measures that are not intrinsic to particular service delivery options 

and may be achieved under any such option (e.g. changes in fare structures or fare 

levels). 
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The option assessment found the following: 

 The performance of Option C (outsourcing) is considerably superior to the BAU 

option in terms of gross operating costs, patronage and fare revenue (in the 

medium/longer term) and budgetary certainty. 

 Option C (outsourcing) is considerably inferior in terms of the risks associated with 

the outsourcing process and its implementation. However, given the extensive 

experience now available, in Australia and internationally, on the outsourcing of 

urban bus operations, it is considered that a large proportion of the potential risks 

can be effectively mitigated such that the remaining risks are not high. 

 Under all the assessment criteria, Option B (Reformed Public Operator) rates 

between the other two options, but considerably closer to the BAU option than 

Option C (outsourcing). 

 The financial assessment indicates that, relative to the BAU, the Option C 

(outsourcing) would reduce operating costs by around $30-$35 million p.a. (c 25%-

30% off current costs). Some of these cost savings should start to apply from the 

time that the outsourced operation contracts commence however would not be 

realised until later years. 

 In addition, over the medium/longer term, Option C (outsourcing) would be expected 

lead to improved user-orientation of services, resulting in patronage and hence a 

revenue gains in the order of $5 million p.a. (building up over the 5-10 year period 

following the start of outsourced operations).  

If an outsourced operations approach were to be selected, some transition costs would 

be expected and would be significant but these cannot be provided at this time. Until 

these are accurately estimated in the context of ACTION, the quantum of savings cannot 

be accurately provided. It is likely that savings over the life of (for instance) an 8-year 

contract will still be significant. Subsequent tenders will likely generate additional 

savings. Some of the transition costs would relate to the development of the new model, 

the procurement/tendering process and the restructuring of the public transport functions 

remaining within government. In addition, there may be transition costs relating to the 

transfer of employees from ACTION to the new operators, under different employment 

conditions: the extent of any such costs is unclear at this stage, as much will depend on 

the timing of outsourcing relative to the expiry of the current ACTION Enterprise 

Agreement. As an illustration of the potential, Darwin achieved significant savings 

despite the transition costs. 
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10 Summary 

10.1 Benchmarking 

We benchmarked ACTION’s performance trends over time, and compared performance 

with other Australian metropolitan bus operations. Over the 14-year period from 1999/00 

to 2013/14, the following have been the key trends in ACTION’s performance at an 

aggregate level: 

 Service levels have gradually increased, at a rate averaging 1.0%-1.5% p.a. 

(slightly lower than population growth). 

 Average fares have decreased in real terms (and relative to petrol prices), at close 

to 2% p.a. 

 Despite the gradually increasing service levels and reducing real fares, patronage 

per capita has been slowly falling (by about 0.7% p.a.) 

 Unit costs (per bus kilometre) have been increasing in real terms by around 2% p.a.  

 As a result of these factors, the cost recovery ratio has fallen quite substantially, 

from around 25% at the start of the period to under 17% in 2013/14.  

Analyses compared ACTION’s operational, market and financial performance data for 

years 2012/13 and 2013/14 with data for Perth (all private operator contracts), Adelaide 

(all private operator contracts), Metro Tasmania (public operator) and Brisbane Transport 

(public operator), with the following key findings: 

 In terms of the costs of service provision, ACTION’s cost rates are some 30% higher 

than those in Perth and Adelaide in terms of costs per service kilometre, and 50% 

higher in terms of costs per service hour. ACTION’s figures were also 10%-15% 

above those for Brisbane and Tasmania.  

 In terms of the utilisation of the services provided, ACTION’s performance is 

relatively poor in terms of the average boarding rate (passengers per service 

kilometre), and marginally better (third out of four) in terms of its average loadings 

(passenger kilometres per service kilometre).  

 In terms of its fare levels, ACTION’s fares are mid-range on a per passenger basis, 

but on the low side on a per passenger kilometre basis. 

 ACTION’s overall cost recovery (c. 18%) is at the bottom of the range: Perth, 

Adelaide and Tasmania all have figures in the 20%-25% range, with Brisbane 

substantially higher at 37%.  

Three different studies have been reviewed to examine how ACTION’s cost efficiency 

(unit cost rates) compares with other Australian metropolitan public and private bus 

operations. All three studies give generally similar results, with the following key findings: 

 ACTION’s costs (to provide a given level of service) would need to reduce by 

around 10%-15% overall to match the average of the other Australian public bus 

operators. 

 ACTION’s costs would need to reduce by around 30% overall to match typical costs 

of metropolitan private operators (most of these operate within a competitive 

tendering system).  
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 To match private operator cost levels, the great majority (c. 80%) of savings would 

need to come from labour costs (by way of changes in numbers of staff and staff 

utilisation, base wage rates, allowances and labour on costs).  

The relative differences in cost rates for ACTION and those of other Australian public 

and private operators appear to have changed only marginally over the last 20 to 30 

years. 

10.1.1 Targets 

It is most reasonable to identify key indicators against which performance can be 

measured and assign them achievable targets. In our view the two key targets most 

appropriate for ACTION currently are: 

 Cost recovery (%) 

 Cost per kilometre travelled 

Current performance for cost recovery is 16.4%. Our view is that 25% is a reasonable 

target on the basis of the following: 

 Cost recovery has declined from a previous high of 24% 

 Benchmarking of public and private operators is in that order 

 Potential cost savings and revenue increases recommended would realise sufficient 

improvement to achieve this target 

In the case of cost per kilometre, ACTION’s current figure is $5.84. Our recommendation, 

again based on benchmarking comparisons (in roughly equivalent environments 

Tasmania and Adelaide average $4.85/kilometre), is that an achievable target is $4.85, 

i.e. the same as these locations currently and around a 20% improvement.  

10.2 Analysis of Financial Position 

We obtained hours, kilometre and labour costings from HASTUS and other financial 

parameters relating to the 2013 network (2014 financial year) and compared these against 

actual results to analyse unit cost variances, based on actual activity. These unit costs 

were then applied to the 2014 network, updated for revised activity and indexation, to 

produce an updated 2015 financial year budget. Fixed costs, including indirect labour 

(administration and transport officers), were similarly analysed against trends and funding 

to establish a base position. These costs were then projected until 2020. 

We examined the actual fares revenue based on patronage and projected these for the 

period 2015-20. Other revenues were similarly projected based on trend analysis and 

known factors.  

ACTION in recent years has been funded on a base budget with cost pressures being 

funded on a one- or two-year basis only or by a one-off Treasurer’s advance. This has 

resulted in the Government budget contribution to ACTION increasing by $6 million from 

$80.3 million in 2016 to $86.3 million in 2020, but reducing in proportion to total costs over 

the period. 

The net cost of ACTION, being ACTION’s variable and fixed cost base (based on 2014 

network) less fares and other revenue, together with the reduced Government contribution 
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has resulted in a funding shortfall for ACTION of $18.1 million in 2016, increasing to $23.4 

million in 2020. 

We also examined areas within ACTION’s revenue and cost structure, including labour 

efficiencies and planned capital expenditure programs, to determine where achievable 

savings could be made. We have not quantified savings that we believe could be made 

through more efficient processes such as contract management or more efficient use of 

technology to identify and manage costs.  

Cost savings identified range from $8.2 million in 2016 to $10.3 million in 2020.  

The overall deficit after savings is around $13 million, with approximately $6 million of this 

due to the increasing Comcare levy.  

10.3 Fares and Ticketing 

We considered the current fare system in relation to the general objectives of fare 

system design, including alternative fare structure typologies. A series of options were 

developed, which included shifting to a distance-based fare structure as well as fare 

products and ticketing changes designed to improve the efficiency of the 

boarding/alighting process. 

In general, we find the current fare system is sub-optimal for both users and the ACT 

Government. In terms of users, a myriad of fare levels and products result in a complex 

system that is likely to be poorly understood. In terms of the ACT Government, the 

system is not designed to minimise revenue leakage, primarily because of the way 

concession fares are managed and fare discounts are delivered. Nor is the current fare 

system likely to lead to efficient operating outcomes due its poor cost-reflexivity, e.g. 

applying a flat fare does not reflect the costs passengers impose on the system, while 

monthly journey caps tend to result in some peak trips being free. 

In terms of opportunities for improvement, initial modelling suggests adopting a 

distance-based fare structure, e.g. $1 flag-fall, $5 maximum fare, and $0.22 per 

kilometre charge, performed relatively well from a patronage perspective. We also 

identified a suite of possible changes to fare products and/or ticketing that would be 

likely to support increased patronage, higher revenue and/or reduced operating costs. 

The results of our preliminary option assessment suggest a combined package of a 

(revenue-neutral) distance-based fare structure and efficiency enhancing changes to 

fare products and ticketing processes could deliver widespread benefits. Further 

analysis of an integrated package of changes is therefore warranted. 

We note, however, that while changes to fares and ticketing are likely to lead to higher 

patronage and improve operational efficiency over time, these changes will have 

marginal impacts on ACTION’s overall financial sustainability because costs exceed 

revenue by a factor of more than five to one. Hence, even a substantial percentage 

increase in fare revenue will only contribute a few percentage points to cost recovery 

(e.g. a 50% increase in revenue would result in an 8 percentage point increase in cost 

recovery). 
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10.4 Network and Services 

We identified the following opportunities for cost savings within ACTION’s network: 

 Optimisation of run-times – we analysed existing run-times. This suggests a target 

of providing enough time in the schedule for buses to complete their services within 

5 minutes of the scheduled time in 90% of runs would result in a 10% reduction in 

in-service total driver hours, with cost savings estimated at $4.2 million p.a.47 These 

cost saving estimates are likely to be conservative given that 1) drivers are likely 

driving slowly in response to the current, relatively generous, run-times and 2) we 

have not estimated any associated savings in peak vehicle requirements.  

 Targeted service reductions – we also considered how to achieve a 20% reduction 

in operating costs by way of targeted service reductions. Reductions of this 

magnitude were found to affect a relatively small number of journeys, with initial 

estimates of patronage and revenue losses in the order of circa 5% p.a. While we 

have not analysed the coverage impacts of such a cut, we expect they would be 

relatively significant because these services are unlikely to perform well on a cost 

per passenger basis. 

 Other public transport services – we considered a range of other public transport 

services delivered by ACTION, including school services, special needs services, 

and rural bus services. Moving these services out of ACTION and into PT would be 

expected to save ACTION circa $1 million p.a. and result in a better alignment 

between policy and financial objectives. 

 Capital investment strategies – proposed investment in new bus depots and 

ongoing fleet upgrades are expected to deliver annual operating cost savings of at 

least $0.5 million to $0.9 million p.a. by reducing ACTION’s dead-running and 

maintenance costs. Light rail is also expected to yield significant operating cost 

savings to ACTION, although the details of this would need to be appraised through 

a full network design process. 

10.5 IR and Work Practices 

We find that IR and work practices are likely to be a key contributor to ACTION’s high 

operating costs, as identified in Section 2 on Benchmarking. Our specific findings are as 

follows: 

 IR and EA: Numerous EA clauses, as well as several general work practices, are 

found to lead directly to increased operational costs. Specifically, the EA embeds 

composite cost rates that are high in comparison to other jurisdictions and 

operators, while also allowing for penalty rates to be applied in many situations. 

Moreover, the EA is extremely complex, with a misalignment between a number of 

goals and clauses. Ultimately, the EA undermines operational efficiency, and 

compromises management’s ability to manage the organisation. Specific examples 

of inefficient driver practices arising from EA clauses include: 

                                                

47
 Separate analysis conducted internally by ACTION suggests that savings may be smaller at $2.3 million p.a.  
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 Block shifts – The guaranteed 8-hour block of work per day (rather than a 40-

hour week) inflates non-driving time whenever the 8-hour requirement for each 

shift is met. 

 Shift ownership – Changes to rosters must be approved by the driver who 

“owns” a particular shift. Changes that improve the operational efficiency of the 

network can be refused by the driver, while senior drivers can ‘cherry pick’ work. 

 General constraints – Restrictions on full time / part time driver ratios and the 

number of split shifts imposes considerable constraints of the efficiency of 

ACTION’s operations. 

 Various maintenance provisions – Various issues were identified, including 

institutionalised overtime on weekends; set shift rosters restricting best use of 

resources; set staffing numbers; forced employment of apprentices; erosion of 

composite rates; and restrictions on the use of contractors. 

 Costs – We estimate costs of inefficient IR and EA to be in the order of 

$14,436,308 p.a. with savings of $5,445,926 p.a. subject to EA changes. 

 Resource management: 

 Complexity of leave types – The existence of 37 different types of leave 

introduces considerable complexity and reduces management effectiveness. 

 Excessive leave assumptions – ACTION’s current assumption of 10.5 weeks of 

leave coverage per driver is excessive relative to comparison with other 

operators. 

 Poorly suited to operational environments – The extension of generous ACT 

public service leave entitlements to ACTION staff are not conducive to effective 

bus operations. 3.6 weeks of leave is available from commencement (day 1) for 

each full time employee. 

 Poor visibility on overtime – At present, payroll acquittal is not occurring 

appropriately and uploading of payroll information to netBI is largely in arrears, 

so proper analysis cannot occur.  

 Adequacy of assumptions – Notwithstanding the high level of leave that is 

assumed (10.5 weeks per driver p.a.) this appears to be insufficient to cover 

actual leave taken. 

 Cost savings – We estimate that improved resource management practices, 

especially more reasonable leave provisions, could deliver cost savings in the 

order of $739,788 p.a. 

 Fare revenue protection: ACTION has no formal fare revenue protection strategy, 

and little visibility on the magnitude of the problem. Driver job descriptions do not 

emphasise fare revenue collection responsibilities. Preliminary research indicates 

that fare revenue losses from just three sources could account for approximately 

2.4% of total revenue. Non-operating MyWay modules, which resulted in buses 

running by not collecting fares, were a primary cause. We estimate that improved 

fare revenue protection could reduce revenue losses by between 2.5%-5.0% of total 

revenue, i.e. $0.5 million to $0.6 million p.a. 

Total estimated savings from above initiatives estimated at $6,785,714 p.a. 
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10.6 General Organisational Improvements 

During the course of this study, we identified the potential to make a number of general 

organisational improvements in the following areas: 

 Structure and staffing, especially the allocation of staff between ACTION and PT 

presents opportunities to improve the separation between policy and operations, 

while securing costs savings. 

 Strategic organisational planning, specifically relating to the planning process, 

management systems, organisational KPIs, and strategy implementation. 

 Accounting processes, specifically relating to financial and management 

accounting within ACTION, cost management, and staffing arrangements. 

 Management issues, specifically relating to management of absences and 

incidents. 

 Maintenance and fleet, specifically the maintenance problem, contributing factors, 

the need for maintenance and fleet strategies, and potential next steps. 

 Procurement, specifically the Major Overhaul Unit, potential efficiencies from out-

sourcing, and inventory management. 

 Training, including bus driver training, options for training, the need for release, 

additional driver training, and other staff training. 

 Work practice improvements, specifically relating to on-time running, restrictions 

on back door loading, despatch functions at depots, fuel system management, 

information systems, and new technologies. 

10.7 Service Delivery Models 

We assessed the relative financial and other merits of three alternative ‘service delivery’ 

options: 

 Option A: ‘Business as usual’ 

 Option B: Continue government operation but with enhancements in efficiency and 

effectiveness (as achievable within the government environment and the current 

EA) 

 Option C: Outsourcing of operations functions, through competitive tendering (and 

assumed to a private operator), with strategic/policy functions been retained in the 

government sector 

The key feature differentiating the options is the introduction in the outsourcing option of 

periodic competition to select an operator, which will help to drive significant 

improvements in cost efficiency and in the better matching of services to market needs. 

The comparison of options therefore focuses on these aspects, and is not concerned 

with other potential measures that are not intrinsic to particular service delivery options 

and may be achieved under any such option (e.g. changes in fare structures or fare 

levels). 

The option assessment found the following: 
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 The performance of Option C (outsourcing) is considerably superior to the BAU 

option in terms of gross operating costs, patronage and fare revenue (in the 

medium/longer term) and budgetary certainty. 

 Option C (outsourcing) is considerably inferior in terms of the risks associated with 

the outsourcing process and its implementation. However, given the extensive 

experience now available in Australia and internationally on the outsourcing of 

urban bus operations, it is considered that a large proportion of the potential risks 

can be effectively mitigated such that the remaining risks are not high. 

 Under all the assessment criteria, Option B (reformed public operator) rates 

between the other two options, but considerably closer to the BAU option than 

Option C (outsourcing). 

 The financial assessment indicates that, relative to the BAU, the Option C 

(outsourcing) would reduce operating costs by around $30 million to $35 million p.a. 

(c. 25%-30% of current costs). These cost savings should start to apply from the 

time that the outsourced operation contracts commence. 

 In addition, over the medium/longer term, Option C (outsourcing) would be expected 

lead to improved user-orientation of services, resulting in patronage and hence a 

revenue gains in the order of $5 million p.a. (building up over the 5 to 10 year period 

following the start of outsourced operations).  

If an outsourced operations approach were to be selected, then some transition costs 

would be expected. Some of these costs would relate to the development of the new 

model, the procurement/tendering process and the restructuring of the public transport 

functions remaining within government. In addition, there may be transition costs 

relating to the transfer of employees from ACTION to the new operators, under different 

employment conditions; the extent of any such costs is unclear at this stage, as much 

will depend on the timing of outsourcing relative to the expiry of the current ACTION 

Enterprise Agreement. 
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10.8 Summary of Recommendations 

RECOMMENDATION SECTION 

REF. 

DIFFICULTY/ 

COMPLEXITY 

Easy 

Moderate 

Difficult 

TIMEFRAME 

A: 1-3 yrs 

B: 4-6 yrs 

C: 7-10 yrs 
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BUSINESS 

PRACTICES/SYSTEMS 

      

Fix fuel system usage and bus 

kilometre transponders at the 

earliest possible time. Create a 

data extract to enable the export of 

the kilometre and fuel data to netBI. 

 3.1.6 

8.8 

Easy A X X X 

Transfer TIMS data to netBI (data 

warehousing) to allow immediate 

reporting across a range of 

parameters. 

3.1.7 

8.8 

Easy A  X X 

Bus number costs to be costed in 

the ACTION Network costing, 

rather than included as ACTION 

overheads.  

3.1.8 Easy A X X X 

Greater use and management of 

legally enforceable contracts to 

ensure that costs are competitive in 

an open market trading economy 

and that products and services are 

being supplied on a value for 

money basis, and under ethical and 

measurable standards.  

3.3.2.1 

8.6 

9.4.1 

Moderate – will 

take time and 

resource 

A  X X 

Formalise arrangements with the 

suppliers of Parts - including 

establishing conditions on parts 

pricing, bulk discounts, and freight 

arrangements. Strategic sourcing. 

Reduce stock holding to result in 

cash savings for ACTION. 

3.3.2.1 

8.6 

Moderate – 

complexity and 

effort, will take 

time 

A  X X 

Incorporate labour hours in the 

TIMS system and reconcile with the 

payroll system to enable job 

analysis. 

 

3.3.2.2 Moderate – will 

take time and 

resource 

A  X X 

Review maintenance and MUO 

functions for make or buy 

3.3.2.2 

8.6 

Moderate – IR 

issues and will 

A  X X 
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RECOMMENDATION SECTION 

REF. 

DIFFICULTY/ 

COMPLEXITY 

Easy 

Moderate 

Difficult 

TIMEFRAME 

A: 1-3 yrs 

B: 4-6 yrs 

C: 7-10 yrs 
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decisions. take time 

Pursue the opportunity for 

increased advertising internal and 

external bus advertising revenue 

based on other jurisdiction models 

to increase revenue. 

3.3.2.3 Easy A  X X 

FARES AND TICKETING       

Distance-based fare structure – 

investigate introduction. 

5.4 Moderate – 

Political and 

policy complexity 

A X X X 

Fare products – remove monthly 

caps and replace with weekly caps. 

5.1.3 Easy – requires 

public 

consultation 

A X X X 

Fare products – provide on-board 

MyWay sales and remove paper 

tickets or cease to provide change. 

5.1.3 Easy – requires 

public 

consultation 

A X X X 

Boarding policy – allow all-door 

boarding and alighting. 

5.3.4 Easy A X X X 

SERVICE DELIVERY       

Implement a suite of KPIs to 

measure the productivity and 

performance of public transport 

services. 

6.1.3 Easy A X X X 

Optimise existing run times.  6.3.1 Moderate – 

continuous 

A X X X 

Consolidate under-utilised and/or 

redundant services. 

6.3.2 Moderate – 

public response 

and probably 

involves new 

network outcome 

A X X X 

Already completed - Move School 

services, Special Needs Transport, 

and Rural Bus Scheme 

responsibility to TAMS-PT. 

6.5 Easy A (done) X X X 

Take advantage of the new Light 

Rail project to operate a more 

efficient network by designing bus 

services to act as feeders and 

6.6.1 Easy A X X X 
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RECOMMENDATION SECTION 

REF. 

DIFFICULTY/ 

COMPLEXITY 

Easy 

Moderate 

Difficult 

TIMEFRAME 

A: 1-3 yrs 

B: 4-6 yrs 

C: 7-10 yrs 
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distributors connecting to the light 

rail corridor, rather than duplicating 

and competing with it along 

Northbourne Avenue. 

Reduce depot-based dead running 

and depot operational costs 

through the re-establishment of the 

former Woden Depot and later a 

new depot located in Mitchell. 

6.6.2 Moderate – 

complex and will 

take time as 

major projects 

A-B 

 

X X X 

Review age profile of buses and 

develop complete fleet strategy 

incorporating a bus replacement 

strategy for the current bus fleet 

with a review to reducing average 

age of fleet and the associated 

costs/risks attached. 

6.6.3 Easy A X X X 

IR AND WORK PRACTICES       

Review the EA with a view to 

improving cost and operational 

efficiencies and reducing the 

number of specific clauses that 

give rise to and/or maintain 

restrictive practices within ACTION, 

and which restrict management’s 

ability to exercise normal decision-

making processes.  

Implement a new block and rolling 

shift arrangement to address the 

significant inefficiencies attached to 

the current 'block shifts' guarantee 

of 8hrs per day. Move to a 40 hr 

week arrangement. 

 

 

7.1.2 

Table 51

  

 

Difficult Complex 

IR – political 

issues 

Progressive 

A-C 

 X X 

Review and refine ACTION Leave 

Entitlements and implement an 

improved system of Absence 

management. 

7.2.1 Difficult – IR – 

political issues 

Progressive 

C 

 X X 

Implement specialist positions into 

the ACTION structure to manage, 

7.2.1.4 Moderate – 

recruitment/ 

Progressive  X X 
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RECOMMENDATION SECTION 

REF. 

DIFFICULTY/ 

COMPLEXITY 

Easy 

Moderate 

Difficult 

TIMEFRAME 

A: 1-3 yrs 

B: 4-6 yrs 

C: 7-10 yrs 

B
u

s
in

e
s

s
 a

s
 U

s
u

a
l 

O
u

ts
o

u
rc

in
g

 

R
e
fo

rm
e
d

 P
u

b
li
c
  

O
p

e
ra

to
r 

reconcile and analyse payroll. transfer lead 

times 

Review and Reduce Emergency 

relief ratios.  

Record emergency relief utilisation 

at depots.  

7.2.2.2 Easy A  X X 

Target a 10% reduction in driver 

overtime. 

7.2.3 Easy A  X X 

REVENUE PROTECTION       

Develop and implement fare 

revenue protection strategy and 

program by reference to other 

jurisdictions. 

7.3 Easy A  X X 

GENERAL ORGANISATIONAL 

IMPROVEMENTS 

      

Create a clearer PT structure that 

is consistent with the various 

service model possibilities and 

which endorses the PT role as the 

purchaser.  

8.1 Moderate – 

recruitment/ 

transfer lead 

times 

A  X X 

Clarify functional organisation of 

ACTION and add specialist 

positions. 

8.1 

8.1.2 

Moderate – 

recruitment/ 

transfer lead 

times 

A  X X 

Make functional adjustments to 

Public Transport that better suits 

the evolving transport agenda and 

future possibilities in the ACT 

especially with the integration of 

Capital Metro light rail in 2018 and 

the future possibility of multiple 

bus operators.  

8.1.3 Moderate – 

recruitment/ 

transfer lead 

times 

A X X X 

Revise and adjust the Strategic 

Organisational Planning process 

to deliver high level strategic plan 

with functional sub-plans: 

 Maintenance 

 Fleet 

 Facilities 

8.2.1 Moderate – 

requires design, 

consultation 

approval, policy 

and procedures 

A  X X 
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RECOMMENDATION SECTION 

REF. 

DIFFICULTY/ 

COMPLEXITY 

Easy 

Moderate 

Difficult 

TIMEFRAME 

A: 1-3 yrs 

B: 4-6 yrs 

C: 7-10 yrs 
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 Operations 

 Finance 

 Capability  

 IT. 

Adopt a more formal management 

system using netBI as an 

integrated business intelligence 

platform to provide the starting 

point for all core management 

activities. 

8.2.2 

8.8 

Moderate – 

requires design, 

consultation 

approval, policy 

and procedures 

A  X X 

Extend netBI to provide visibility 

over all current IT systems. Add 

payroll, TIMS and Transequel to 

ensure data visibility across all 

systems and operational data 

8.2.3 

8.8.5.2 

Easy A  X X 

Improve management accounting 

processes. 

8.3 Easy A X X X 

Improve absence management 

and incident management 

processes and procedures. 

8.4 Moderate – 

requires design, 

consultation 

approval, policy 

and procedures 

A  X X 

Develop a formal maintenance 

strategy. Such a strategy would 

likely tailor generic “Reliability 

Centered Maintenance” (RCM) 

approaches to a bus operations 

environment. and should apply the 

Framework provided in Appendix 

E.3 

8.5.3 Moderate – 

Considerable 

effort and time 

A  X X 

Develop a comprehensive Fleet 

Strategy utilising the framework 

provided for guidance in Appendix 

E.2. 

8.5.4 Moderate – 

Considerable 

effort and time 

A  X X 

Develop an internal service 

agreement between ACTION’s 

Maintenance and Operations.  

8.5.5 Moderate – 

requires design, 

consultation 

approval, policy 

and procedures 

A   X 

Realign maintenance shifts to meet 

peak fleet demands by 

8.5.5 Difficult – IR – 

political issues 

A 

B 

 X X 
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RECOMMENDATION SECTION 

REF. 

DIFFICULTY/ 

COMPLEXITY 

Easy 

Moderate 

Difficult 

TIMEFRAME 

A: 1-3 yrs 

B: 4-6 yrs 

C: 7-10 yrs 
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restructuring shifts, RDOs, 

weekend  work  and overtime and 

adjust full time positions 

Realign fueler and cleaner shifts 

and increase the number of full 

time positions.  

Investigate whether ACTION may 

seek commercial hosting 

quotations for specialist software 

such as HASTUS. 

8.8.6 Easy A  X X 

Develop ways to apply new 

technologies monitoring and 

analysis processes. 

8.8.7 Easy A  X X 

SERVICE DELIVERY MODELS       

Consider outsourcing model for 

service delivery - ensure business 

policies, practices, procedures and 

interim organisational re-structure 

aligns and enables this potential 

future delivery option. 

9.2.3 

Table 59 

Difficult – IR – 

political issues 

A  X  
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APPENDIX A Benchmarking 

A.1 ACTION KPI Trends 1990/00 – 2013/14 

A.1.1 PATRONAGE 

A1: Total passenger boardings p.a. Total boardings have shown a gradual increase (with 

yearly fluctuations) from some 16.0 million in 1999/00 to some 18.3 million in 2011/12 and 

then some decline to 17.8 million in 2013/14. This represents an average rate of increase 

over the total period of around 0.8% p.a. 

 

A2: Boardings per population. With population increasing at around 1.5% p.a. average, 

patronage growth has not kept pace with the population growth. As a result, there has 

been an overall decline in patronage/person over the period, although this has not been a 

smooth trend. The figure in 99/00 was 50.1 boardings/person, and by 2011/12 had 

declined only slightly, to 48.8 boardings/person. Over the last two years the decline has 

been steeper, to 45.4 boardings/person in 2013/14. 
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A.1.2 FLEET AND OPERATIONS 

B1: Number of buses in fleet. The total fleet (including SNT buses) has increased over the 

period from 371 (2003/04) to 449 (2011/12), with a subsequent decline to 428 in 2013/14. 

Overall, the rate of increase has averaged 1.5% p.a. The maximum number of buses 

required for regular daily service (in the morning peak) has increased from 326 (2003/04) to 

383 (2013/14), 17.5% in total.

 

B2: Spare bus ratio. The difference between the total fleet and the morning peak 

requirement (the ‘spare’ buses) has been reduced from about 15% in the early part of the 

period to 10%-12% in recent years. This may be compared with a typical spare bus ratio 

for larger private operators in the range 8%-10%. 

 -
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B3: Accessible buses. The proportion of accessible (DDA compliant) buses in the fleet 

started at around 9% and has grown steadily over the last 10 years to a level of c. 60% in 

13/14. 

 

B4: Bus kilometres operated. The total bus kilometres run showed a gradual rise in the 

first part of the period (up to 21.8 million km in 2005/06), then fell somewhat (to 2007/08), 

and has risen quite substantially since then to reach 24.8 million km in 2013/14 (14% 

above the 2005/06 figure). The service kilometres show a broadly similar pattern. The 

proportion of ‘dead’ bus kilometres (i.e. not in passenger service) has remained generally 

constant over the period, at about 19%. 
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B5: Bus hours operated. Total bus hours trends have been similar (as expected) to the 

bus kilometres trends, with quite substantial increases over the last few years (23% from 

2007/08 to 2013/14). 

 

B6: Average operating speeds. This indicator (calculated as total bus kilometres: total bus 

hours) represents the average operating speed for all the time when buses are in use 

(including layover time at the end of each route). This average speed has been close to 

constant throughout the period; at about 27 km/h (the apparent dip in 2007/08 probably 

reflects a data anomaly). This average is high relative to most bus operations in other 

Australian metropolitan areas. 
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A.1.3 SERVICE UTILISATION 

C1: Boardings per bus kilometre. The average boardings per bus kilometre (either total 

kilometres or service kilometres) is a common measure of the utilisation of services in 

terms of patronage. The trends in both these measures showed little change in the early 

years, then some increase up to 2007/08 and some decline since then. The apparent peak 

in 2007/08 reflects the apparently low bus kilometres operated in that year (probably a 

data anomaly). Since then, the increases in bus kilometres have not been matched by the 

increases in patronage (boardings). The recent figures of about 0.90 passengers/service 

bus kilometre are almost identical to the initial (1999/00) figure. 

 

C2: Seat occupancy per trip. This measure is the ratio of the average boardings per trip 

to the average vehicle seating capacity. The ratio started at around 35%, increased to 

around 40% in 2006/07 and 2007/08, and has declined over recent years to about 30% in 

2013/14. Note that these figures over-state the average seat occupancy, as most 

passengers are not on the bus for the full length of the bus route. The ‘true’ average seat 

occupancy over the full route length is likely to be around half these figures, i.e. in the 
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range 15%-20% in recent years (representing an average of 6 to 8 passengers on a 40-

seater bus, averaged along the route). 

 

A.1.4 FARE LEVELS 

D1: Average fare levels. This measures the average revenue (excluding GST) per 

passenger boarding, i.e. the average fare paid over all passengers. In money terms, the 

average revenue/boarding has increased, unevenly, from about $1.00 at the start of the 

period to around $1.20 at the end of the period. In real terms (after adjusting for inflation 

using the Canberra CPI), average revenue/boarding has fallen quite substantially, from 

around $1.50 at the start of the period to around $1.20 at the end (in $2013/14). The fall in 

real terms over this period has been 23%, an average of 1.8%p.a. 

 

D2: Fare trends relative to fuel prices. This indicator expresses the price of an adult 

peak period MyWay ticket relative to the price of a litre of petrol: the MyWay ticket price 

buys broadly 2 litres of petrol (which would be sufficient to drive a typical car around 25 

kilometres). The indicator thus reflects movements in both MyWay ticket prices and in 

$0.00

$0.20

$0.40

$0.60

$0.80

$1.00

$1.20

$1.40

$1.60

$1.80

D1: Farebox revenue / passenger boarding

Fare rev (EW20)/Pass boardings (EW1)

Fare rev (EW20)/Pass boardings (EW1) (CPI adjusted)



ACT Chief Minister & Treasury Directorate ACTION Expenditure Review 

Page 273 
 

petrol prices. The ratio started the period at about 2.00, increased to around 2.25 as petrol 

prices fell in the period up to 2004/05, and then reduced to about 1.50 as petrol prices rose 

in the period up to 2007/08. Since then, the ratio rose to about 1.80 (2009/10 and 

2010/11), mainly as a result of increases in ticket prices, and has subsequently again fallen 

to around 1.75. 

 

A.1.5 REVENUES 

E1: Aggregate revenue trends. This shows two measures of aggregate annual revenues: 

(i) total fare revenue; and (ii) all revenues (including fares), but excluding government 

subsidies (concession fare reimbursements and general subsidies). Figures are given in 

‘money’ and ‘real’ (CPI-adjusted) terms. Fare revenue has gradually increased over the 

period in money terms. In real terms, it has been broadly constant throughout the period: 

this result reflects the gradual increase in boardings offset by the reduction in real revenue 

per passenger boarding. 

 

E2: Fare revenue per service kilometre. On a per-in-service-kilometre basis, the fare 

revenue has fluctuated in real terms over the period. After a rapid decline in the early years 
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of the period, it showed some increase in the mid-00s period, followed by a further decline 

in the last few years as the service kilometres increased. Overall, there has been a 

significant decline in real terms over the period, from about $1.40 average (1999/00) to 

$1.05 (2013/14), i.e. by about 25% overall (average 2.1% p.a.). 

 

A.1.6 COSTS 

F1: Total costs. This chart shows ACTION’s (gross) costs on two cost definitions: (i) 

operating costs only; and (ii) total costs, including capital charges (as in ACTION’s 

accounts). On an inflation- adjusted basis, total costs were declining or stable in the early 

part of the period, followed by a period of growth up to 2005/06. After an apparent fall in 

2006/07, real costs have continued to rise quite rapidly over the last five years. In 2013/14, 

total costs reached about $145 million and operating costs (opex) reached $129 million. 

These represent real increases of about 55% (3.7% p.a.) over the 12-year period since 

2001/02. 
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F2: Costs per bus kilometre. This chart shows the previous cost information, but now 

divided by total bus kilometres operated. The general trends are similar to the cost 

information above, but with the recent trends of quite rapid cost increases replaced by 

lesser increases in costs/bus kilometre, as the kilometres operated also increased. The 

2013/14 unit cost/bus kilometre was $5.22 for operating costs, $5.84 for total costs. In real 

terms, the unit cost increase since 2001/02 has been about 29% on both cost measures, 

i.e. 2.1% p.a. on average.  

 

F3: Costs per passenger boarding. The total (gross) cost/boarding was $8.14 in 

2013/14. Over the 12 year period since 2001/02, the gross cost/boarding increased by 

38% in real terms (average 2.7% p.a.).  

 

A.1.7 COST RECOVERY 

G1: Revenue to cost ratio. The cost recovery ratio, i.e. the ratio of revenue to costs, is a 

key measure of the ‘commerciality’ of the business. The chart shows the ratios of fare 

revenue to both operating costs and total costs. The farebox cost recovery (fare revenue: 
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operating costs) has declined from 24.3% in 2002/03 to 16.6% in 2013/14, with most of that 

decline occurring in the second half of the period. 

 

 

A.1.8 CRASHES (ACCIDENTS) 

H1: Bus collisions. This chart shows the number of reported collisions in which ACTION 

buses have been involved relative to the total bus kilometres operated. Data has only been 

available in this form for the last few years (data on accidents for earlier years was not 

consistent with this more recent data). The collisions/bus kilometre appears to have 

increased steadily since 2009/10, from 7.4 collisions/million bus kilometres to 10.9 

collisions/million bus kilometres in 2013/14 - although the series is of insufficient length to 

be conclusive about the trend. The 2013/14 figure of 10.9 collisions/million bus kilometres 

represents about 270 collisions in the year.  
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A.1.9 Additional Indicators – Statement of Performance 

The table below sets out KPI results from ACTION’s annual Statement of Performance 

(SoP) for years since 2006/0748. For the financial indicators, we show both the SoP results 

(in $ of the day) and these results expressed in terms of $2013/14 (using the Canberra 

CPI). 

The last column of the table provides summary comments on the findings for each KPI. 

For those indicators not covered elsewhere in this report (refer earlier charts), we would 

highlight in particular the following features of the results: 

 Service punctuality is relatively poor and well below the most recent target. 

 Overall customer satisfaction (as assessed through a random telephone survey) is 

also quite poor; it appears to have fallen considerably from its 2008/09 peak, 

particularly in the last year. 

 In 2012/13 and 2013/14, ACTION achieved (or exceeded) only one of its 2009/10 

specific targets. 

                                                

48
 We note that some of the figures given in this table may differ somewhat from those given elsewhere in this report, as a 

result of different data sources, definitional differences, etc.  
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TABLE 1:  ACTION STATEMENT OF PERFORMANCE (ANNUAL REPORT) --SUMMARY 2006/07--2013/14

Item Units 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 Notes Summary findings

Reliability % 99.5% 99.4%

Punctuality--recorded % n/a n/a n/a n/a n/a 70% 68% 71.5%

Punctuality--user satisfaction % n/a n/a 87% 83% 75%

61%

DDA compliant fleet % 28% 27% 29% 37% 44% 54% 59% 62% Proportion of service fleet fully compliant with DDA standards

Euro 3  compliant fleet % 14% 15% 18% 26% 34% 46% 50% 53%

Customer satisfaction (overall) % 71% 84% 87% 77% 76% 78% 75% 65%

60% 53% 56%

Total cost/veh km $ 3.95$        4.42$        4.50$        4.31$        4.44$        4.52$        4.55$        $5.74

(Inflated to 2013/14 prices) 4.74$       5.12$       5.04$       4.73$       4.74$       4.71$       4.65$       5.74$       

Total cost/passenger boarding $ 5.30$        5.82$        6.14$        5.96$        n/a 6.75$        7.11$        $8.14

(Inflated to 2013/14 prices) 6.36$       6.75$       6.88$       6.54$       7.04$       7.27$       8.14$       

Farebox recovery ratio % 22.2% 19.2% 17.9% 19.3% 15.9% 16.6% 16.0% 14.8%

Total costs $000 88,883 98,469 107,859 110,158 117,000 123,438 129,715 144,628

(Inflated to 2013/14 prices) 106,726  114,128  120,877  120,887  124,974  128,685  132,675  144,628  

Government payments $000 n/a 59,740 66,210 70,199 74,894 82,451 88,523 92,257

(Inflated to 2013/14 prices) n/a 69,240     74,201     77,036     79,998     85,956     90,543     92,257     

Performance against annual targets:

* No. of targets specified # 7 8 9 9 8 10 10 9

* No. of targets met or exceeded # 2 1 1 2 0 3 1 1

* % of targets met or exceeded % 29% 13% 11% 22% 0% 30% 10% 11%

CPI factors to 2013/14 1.201 1.159 1.121 1.097 1.068 1.043 1.0228 1.000

Notes:

In inflation-adjusted terms, the rate peaked in 2007/08, fell sharply to 2009/10 and has varied 

very little since, until a sharp increase in 13/14.. Factors influencing high figures in 2007/08 and 

2008/09 not fully clear (refer note 1). 

(1). 2007/08 Statement of performance notes that three factors contributed to the higher than expected cost/km in that year: increased driver operating costs, revaluation of the bus fleet, reduction 

in total kilometres. 2008/09 SoP identified increases due to two factors: increased costs (particularly increases in insurance and Comcare, and changes in accounting policies); and reduction in total 

kilometres (result of Network 08 optimisation). 

  

This indicator shows a substantial fall over the period, although not uniformly. The largest fall 

was from 2009/10 to 2010/11, since when the figures have varied little: over the last few years 

costs have continued to increase steadily in real terms, patronage has increased slightly but this 

has been offset by some declines in average revenue/boarding. 

Total costs have increased by some 24% (inflation-adjusted) over the period (3.7%pa CAGR), in 

a more or less continuous manner. 

Total government payments have increased by some 31% (inflation-adjusted) since 2007/08 

(CAGR 5.5%pa). This high rate reflects the combination of increases in real costs (as above), 

together with largely static real revenues.

These results in terms of the proportion of annual targets (relating to the above indicators) that 

have been achieved suggest a considerable optimism bias. However we suggest that ACTION 

will not be unusual in this regard (targets are typically set on the basis that most aspects of the 

business will improve or stay reasonably constant, and do not allow for unforeseen events that 

may arise). 

Total cost' (generally) consistent with 'Grand Total Costs' on 'Rev 

& Exp' sheet.

Ratio Fare Rev: Grand Total Costs. [Note--ignores other 

commercial rev amounts, thus under-stated].

Covers Service Payments only, excluding Concessional Travel 

Payments  (ref 'Revs & Expenses' sheet, rows 6,7). 

Total cost' as defined below (row 30).  Pass boardings consistent 

with our figures (17.767M in 13/14)

Total cost' as defined below (row 30). Veh km is system total veh 

km,  incl SNT (and incl dead running).

Customer satisfaction rating  re timely delivery of ACTION 

services [further details not known] (upper figures include 

'neutral' responses; lower figures exclude these)

Proportion of service fleet compliant with Euro 3 or better 

standards for exhaust emissions

Satisfaction %age derived from annual random telephone survey 

(1000 respondents) (upper figures include 'neutral' responses; 

lower figures exclude these) 

Services departing timing point within window (-0:59, +4:00) of 

scheduled time [need to check defn in detail]

This figure appears to be satisfactory (is equal to target); but there is a need for clarification on 

the basis of its measurement.

Not yet possible to establish a trend; although we note that the figures are well below target. 

Need to check definitions and survey methods in detail.

Performance has deteriorated considerably over the three years for which data available 

(tagert was 85%).

Performance shows steady growth (as expected) since 2008/09, although behind target in 

majority of years. Seems highly likely that the 2022 target of 100% compliance will be achieved.

As for DDA, performance has improved as new buses were introduced. It is unclear what target 

has been set (if any) for 100% compliance with standard. 

Hard to draw clear conclusions here (some doubt that all the figures are consistent year to 

year). It appears that satisfaction reached a peak in 2008/09, then fell sharply and has been 

almost static since. It remains well below the target level (85%).

# services operated to completion/total scheduled services
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A.2 KPI interstate comparisons 

A.2.1 Introduction 

This appendix provides selected KPI comparisons for years 2012/13 and 2013/14 

between ACTION and the following interstate metropolitan bus operations: 

 Adelaide – all metropolitan bus operations (sourced from Public Transport Services 

Division, SA DTEI) 

 Perth – all metropolitan bus operations (sourced from Transperth, PTA WA). 

 Tasmania – Metro Tasmania bus operations, in Hobart, Launceston and Burnie 

(sourced from Metro Tasmania). 

 Brisbane – BT bus operations (various sources). 

We note that: 

 The Adelaide and Perth bus operations have been outsourced through periodical 

competitive tendering since the late 1990s. These metropolitan areas have 

developed reputations for cost efficiency in bus service provision while at least 

maintaining and generally enhancing the quality and customer focus of their bus 

services. 

 The Tasmanian (state government) and Brisbane Transport (city government) bus 

operations remain operated directly by their respective government authorities. 

They are generally regarded as among the more cost efficient of the remaining 

public bus operators in Australia. 

The following table lists the 21 KPIs which are covered in this appendix, in five groups: 

1) Operational indicators; 2) Patronage indicators; 3) Fare and revenue indicators; 4) 

Cost indicators; 5) Public funding indicators. 

Category No Indicators Units 

Operational 1 Total bus hours/PVR # p.a. 

  2 
Service km/service hours (ave 

TT speed) 
Km/hr 

  3 Non-service/service bus hour % 

Patronage P1 Pax km/pax (ave bus trip length) Km 

  P2 Pax/service km # 

  P3 Pax km/service km # 

  P4 Pax/PVR 000 p.a. 

  P5 Pax km/PVR 000 p.a. 

Fares & 

revenue 
R1 Fare rev/pax (ave fare) $ 

  R2 Fare rev/pax km (ave fare/km) $ 

  R3 Fare rev/service km $ 

  R4 Fare rev/PVR $’000 p.a. 

Costs C1 Total cost/service km $ 

  C2 Total cost/total km $ 

  C3 Total cost/service hour $ 

  C4 Total cost/pax $ 

  C5 Total cost/pax km $ 
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Public funding F1 Public funding/service km $ 

  F2 Public funding/pax $ 

  F3 Public funding/pax km $ 

  F4 Cost recovery ratio % 

This appendix covers data for bus mode only (and therefore does not allow for 

metropolitan-wide PT comparisons, e.g. total PT trips/population). In the case of the 

multi-modal authorities concerned, total costs, revenue, passenger km, etc have been 

allocated between the PT modes using the methods normally adopted by the authorities 

concerned. 

The remainder of this appendix presents, by category, charts of the indicator values for 

each of the two years and provides a brief commentary on the results, focusing on 

comparisons between ACTION’s performance and the performance of the other 

operations. Where the performance results for any operation are significantly different 

for the two data years, the commentary relates to the 2013/14 results.  

A.2.2 Operational Indicators  

Bus utilisation (01) 

 Indicator measures the number of hours p.a. operated per bus in peak period use. 

 ACTION has the lowest utilisation, at c. 2,400 hours p.a./peak bus 

 The PER figures are c. 14% higher than ACTION, and the ADL figure c. 24% higher. 

These higher figures are likely to reflect relatively higher off-peak (including evening 

and weekend) levels of service in the two areas relative to those for ACTION. 

Operating speeds (02) 

 Indicator is the ratio between the in-service km and in-service hours operated, in 

effect the average timetable speed between termini. 

 ACTION has the highest speed, at 28.4 km/hr: it is generally recognised that it is 

one of the fastest metropolitan bus operations in Australia. PER is about 25 km/hr, 

ADL 24 km/hr. The differences will reflect differences in road and traffic conditions, 

express/ limited stop operations, stop frequency and passenger loadings. 

 An alternative indicator is the ratio of total km operated (including all out-of-service 

running) and total bus hours (including out-of-service running and layover time at 

termini between runs). This indicator gives similar speed differences between the 

three areas (although with slightly lower speeds). 

Non-productive operations time (03) 

 This indicator is the ratio between non-productive bus hours (out-of-service running 

and layover time) and service bus hours. 

 The ACTION figure is about 32%. ADL is slightly higher, at 33%, and PER 

somewhat lower, at about 30%. These differences are relatively minor and may not 

be significant (there is some uncertainty about the ADL and PER figures). 
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A.2.3 Patronage Indicators 

Average bus trip distance (P1) 

 Indicator represents the average distance travelled per bus passenger boarding (i.e. 

the distance along the route between boarding point and alighting point). This is an 

important indicator in considering bus service productivity and utilisation: it can 

usually be estimated quite reliably with modern ticketing and GPS systems. 

 Our estimate for ACTION is 9.4 km (based on recent netBI statistics). 

 The mean estimate for ADL is significantly lower, at 8.7 km, as is BNE at 8.5 km, 

while that for PER is very much lower, at 5.6 km. 

 The relatively high figure for ACTION reflects that it provides ‘line haul’ services that 

in other metropolitan areas would be provided principally by rail modes. Conversely, 

the low value for PER reflects the increasing role for its bus services as a rail feeder 

mode. 

Passenger loadings (P2, P3) 

 Indicator P2 reflects the passenger ‘boarding rate’ on the system, i.e. how many 

passengers board the bus per kilometre travelled. Indicator P3 reflects the average 

number of people on the bus over its full route length. 

 ACTION performs relatively poorly in terms of its boarding rate, with about 0.90 

boardings/km. This compares with 1.07 for ADL, 1.32 for PER and 1.39 for BNE. 

 However, the picture is very different when trip lengths are allowed for. The average 

loading is 8.3 for ACTION, well behind the 11.8 for BNE and somewhat behind the 

9.3 for ADL. However it is well ahead of the 7.2 for PER. 

Overall bus productivity (P4, P5) 

 These two indicators are analogous to those above, reflecting annual patronage per 

peak vehicle. P4 measures patronage in terms of boardings, P5 in terms of 

passenger kilometre (i.e. allowing for trip lengths). 

 Again, ACTION performs relatively poorly on the passenger boardings measure, at 

46,000 boardings p.a./peak vehicle. This is considerably lower than ADL (c. 57,000) 

and PER (c. 70,000). As above, it performs much better on the passenger km 

measure, at about 440,000 passnger-km/p.a./peak vehicle: this is slightly lower than 

ADL (c. 495,000), appreciably higher than PER (c. 380,000). 
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A.2.4 Fares and Revenue Indicators  

Average fares (R1, R2) 

 These indicators give two measures of average fares, i.e. fare revenue/passenger 

(boarding) (R1) and fare revenue/passenger kilometre (R2).49 

 In terms of fare revenue/passenger, the ACTION average is about $1.21 (excl GST). 

This is slightly below ADL ($1.29), but above TAS ($1.12) and well above PER 

($0.77). 

 However, in terms of fare revenue/passenger kilometre, the ACTION average is the 

lowest, at $0.13/km, while ADL and PER are $0.14 - $0.15/km and BNE is 

$0.20/km. 

Overall revenue rates (R3, R4) 

                                                

49
 In all cases, fare and revenue figures are given in 2013/14$, after deduction of the GST component.  
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 These two indicators measure total fare revenue per service kilometre (R3) and per 

peak vehicle (P4). 

 For revenue/service kilometre, the ACTION average was $1.07. This is on a par 

with PER ($1.01) but substantially lower than ADL ($1.37). BNE is much higher, at 

$2.49.  

 For revenue peak vehicle, ACTION is again on a par with PER, at around $56,000 

p.a., but again well behind ADL (c. $73,000 p.a.). 

 

 

0.00

0.20

0.40

0.60

0.80

1.00

1.20

1.40

1.60

1.80

2.00

ADL PER CBR TAS BNE

$

R1: Fare rev/pax (ave fare)

12/13 13/14

0.00

0.05

0.10

0.15

0.20

0.25

ADL PER CBR TAS BNE

$

R2: Fare rev/pax km (ave fare/km)

12/13 13/14

0.00

0.50

1.00

1.50

2.00

2.50

3.00

ADL PER CBR TAS BNE

$

R3: Fare rev/service km

12/13 13/14

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

ADL PER CBR TAS BNE

$
0

0
0

 p
a

R4: Fare rev/PVR

12/13 13/14

0.00

0.20

0.40

0.60

0.80

1.00

1.20

1.40

1.60

1.80

2.00

ADL PER CBR TAS BNE

$

R1: Fare rev/pax (ave fare)

12/13 13/14

0.00

0.05

0.10

0.15

0.20

0.25

ADL PER CBR TAS BNE

$

R2: Fare rev/pax km (ave fare/km)

12/13 13/14

0.00

0.50

1.00

1.50

2.00

2.50

3.00

ADL PER CBR TAS BNE

$

R3: Fare rev/service km

12/13 13/14

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

ADL PER CBR TAS BNE

$
0

0
0

 p
a

R4: Fare rev/PVR

12/13 13/14



 

Page 286 
 

 

 

 

A.2.5 Cost Indicators 

Average costs of supply (C1, C2, C3) 

 Three indicators are applied here, measuring the total costs (including capital 

charges) of supplying services relative to: the service kilometres operated (C1), the 

total kilometres operated, including dead running (C2) and the service hours 

operated (C3). All three measures (but particularly the first two) are commonly used 

in the bus sector. 

 In terms of costs/service kilometre, the ACTION figure was $7.70. This was around 

30% higher than ADL and PER (around $5.80) and 12% higher than BNE. In terms 

of costs/total kilometre, ACTION, at around $6.25, is well above the other operators: 

over 30% above ADL, PER and TAS (all about $4.70) and 15% above BNE 

 In terms of costs/service hour, ACTION is highest at about $220/hour, over 50% 

higher than both PER and ADL. 

 Given that about one-half of ACTION’s total operating costs are related to bus 

hours, and about one-quarter to bus kilometres, these results indicate that ACTION 

has the highest ‘underlying’ cost structure of the five operations. ACTION’s 

underlying costs (to provide a given level of service) are c. 40% - 45% higher than 

those for ADL and PER. 

0.00

0.20

0.40

0.60

0.80

1.00

1.20

1.40

1.60

1.80

2.00

ADL PER CBR TAS BNE

$

R1: Fare rev/pax (ave fare)

12/13 13/14

0.00

0.05

0.10

0.15

0.20

0.25

ADL PER CBR TAS BNE

$

R2: Fare rev/pax km (ave fare/km)

12/13 13/14

0.00

0.50

1.00

1.50

2.00

2.50

3.00

ADL PER CBR TAS BNE

$

R3: Fare rev/service km

12/13 13/14

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

ADL PER CBR TAS BNE

$
0

0
0

 p
a

R4: Fare rev/PVR

12/13 13/14

0.00

0.20

0.40

0.60

0.80

1.00

1.20

1.40

1.60

1.80

2.00

ADL PER CBR TAS BNE

$

R1: Fare rev/pax (ave fare)

12/13 13/14

0.00

0.05

0.10

0.15

0.20

0.25

ADL PER CBR TAS BNE

$

R2: Fare rev/pax km (ave fare/km)

12/13 13/14

0.00

0.50

1.00

1.50

2.00

2.50

3.00

ADL PER CBR TAS BNE

$

R3: Fare rev/service km

12/13 13/14

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

ADL PER CBR TAS BNE

$
0

0
0

 p
a

R4: Fare rev/PVR

12/13 13/14



 

Page 287 
 

 

Average costs relative to patronage (C4, C5) 

 Two indicators are considered here, i.e. total (gross) operating costs per passenger 

boarding (C4) and total costs per passenger kilometre (C5). 

 In terms of costs/passenger, ACTION’s average ($8.70) is substantially above all 

the comparators, which are all in the range $4.30 to $5.60, i.e. some 35% - 50% 

lower than ACTION. 

 Probably the more useful single measure is the costs/passenger kilometre. On this 

measure, ACTION ($0.92) is considerably higher than PER ($0.79), ADL ($0.64) 

and BNE ($0.58). 

 It can be reasonably argued that the costs of carrying passengers are a function of 

both the number of passengers carried (boardings) and the length of their trips 

(passenger kilometre). On this basis, the overall costs of carrying passengers in 

ADL, PER and BNE are all in the range of 25% - 40% below that for ACTION.  
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A.2.6 Public Funding Indicators  

Funding/service km (F1) 

 The indicator expresses net public funding (i.e. total costs less total non-

government revenues) relative to service kilometre operated. 

 For ACTION, funding/service kilometre was about $6.35. The figures for ADL, PER 

and BNE are all similar, at around 30% lower than ACTION.  

Funding relative to patronage (F2, F3) 

 These two indicators measure net public funding relative to passenger boardings 

(F2) and to passenger kilometre (F3). 

 Per passenger, ACTION has the highest rate (c. $7.20) of the five operators by a 

considerable margin. The ACTION rate is over double that of the other for 

operators, which are all in the range $3.00 (BNE) to $4.20 (ADL).  

 On a per passenger kilometre basis, ACTION’s rate is $0.76. This is substantially 

higher than for the other operators, with PER at $0.63, ADL at $0.48 and BNE at 

$0.36. 

Cost recovery ratio (F4). 

 This indicator is the ratio of total (non-government) revenues to total costs. It is 

commonly used as an overall measure of financial performance in the public 
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transport sector: essentially it indicates the proportion of system costs that are 

covered by users versus that covered by public funding. 

 ACTION’s cost recovery ratio was about 18%, which is the lowest of the five 

systems. ADL, PER and TAS all had ratios in the 20% - 25% range, with BNE 

substantially higher, at 37%.  
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A.3 ACTION Benchmarking Review 2007/08 – 2012/13 (INDEC) 
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APPENDIX C Fares and Ticketing 

C.3 Data and Elasticity Framework 

C.3.1.1 Data source 

Journeys by origin and destination stop 

netBI data extracts using parameters: 

Cube Journey Origin/Destination 

  Organisation Action Transport 

  netBI account Barry Watkins (ACT) 

  Date Created 7/11/2014 10:19 

  

    

 

X Y Z 

Dimensions Origin Stop Destination Stop Hour 

Sort Name Ascending Name Ascending Name Ascending 

Summary All  All  All  

Suppress Zeros No No No 

Display All No No No 

    Measure Journeys 

  

    Filters All Dates 

  

 

Fiscal Week 

13-Oct-2014 

20-Oct-2014 

27-Oct-2014 

 

 

All Days 

  

 

Day Type Weekday 

 

 

All Passengers 

  

 

Passenger Student, Tertiary,  

Adult,  

Concession 

(separately) 

 
Stop coordinates 

ACT GTFS feed stops.txt with Stop ID, Latitude and Longitude, dated 10 

September 2014. 

Our analysis was based on three weeks50 of comprehensive data on passenger journey 

origins and destinations disaggregated by passenger type, time of day and day of week. 

General concessions were aggregated, while niche tickets, such as employees and 

special events, have been excluded. 

                                                

50
 October 13 to 31, 2014 
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The number of long journeys is overestimated due to the data source treating 

passengers using paper tickets as riding to the end of the route. This will mean revenue 

from distance-based ticketing will be slightly overestimated51. However, given that paper 

tickets are just over 10% of all journeys we expect this effect to be small. A more refined 

model using journey-level transaction data could address this issue. 

At an aggregate level, the change in the number of journeys (demand) resulting from a 

change in the price of a journey can be estimated using the average demand price 

elasticity for passengers, which is approximately -0.35. However, this is insufficient to 

describe the effects of changing to a distance-based fare system because: 

- The change in fare is dramatically different for different trip lengths, with a 

revenue-neutral structure reducing short trip fares (0-1km) by over 60%, and 

increasing long trip fares (>15km) by over 60%. 

- Demand price elasticity is dramatically different for different trip lengths, peak vs 

off-peak travel, and different types of passenger 

- Different types of passenger tend to travel different lengths at different times of 

day 

More detailed modelling of fare changes, elasticities and change in numbers of journeys 

was undertaken based on these passenger subsets to address these issues. 

A base twelve-month passenger demand price elasticity of -0.35 was used, which was 

then adjusted up/down using the factors shown in Table 65 (derived from ACT Transport 

Pricing Study, MRCagney, 2014). 

Table 65: Elasticity values and factors. 

Segment Item Factor 

Time 

period 

Weekday-peak 0.60 

Interpeak 1.00 

Evening 1.20 

Weekend- overall 

evening 

1.35 

2.00 

Passenger 

type 

Adult 1.3 

Concession 0.8 

Tertiary student 0.9 

School student 0.7 

Trip 

distance 

Short trips (< 2 km) 2.00 

Average trips (6 km) 1.00 

Long trips   (> 10 km) 0.75 

Interpolation for intermediate trip 

lengths 

 

 

                                                

51
 The accuracy of these revenue estimates could be refined through a more comprehensive analysis of raw smartcard 

and paper ticket transaction data, assigning paper ticket boardings at each stop a journey length profile derived from 
smartcard data for that stop and route. 
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For this analysis, elasticities resulting from the combination of the base elasticity and 

multiplicative factors were capped at -1.00. This assumption reflects that the elasticity 

multiplier factors shown above were derived from separate studies, rather than in a 

simultaneous assessment meaning they may be correlated with each other. There is 

little reliable evidence of price elasticities greater than -1.00 occurring in urban public 

transport.  

In practice, this assumption effectively means that it is not possible to reduce fares for a 

particular journey-type and generated increased revenue.  

Hourly origin-destination matrices extracted from netBI as above were processed into a 

list of origin-destination pairs, matched against stops.txt, and the straight-line great-circle 

distance calculated from their latitude and longitude using the haversine formula. This list 

of journeys and distances was then processed to count the number of journeys of different 

lengths at intervals of 0.5km using a histogram function. This was done for each hour of 

the day, for each type of passenger (adult, concession, school student, tertiary student). 

This produced four matrices, with columns for each 0.5km distance increment, rows for 

each hour of the day, and cell values containing a count of journeys. 

These journey matrices were then brought into the spreadsheet Fare Structure Scenario 

Testing – Revenue Model – All Users. This spreadsheet also contained the original peak 

adult fare, the ratio of this fare to concessionary and off-peak fares, proposed fare to test, 

base demand price elasticity, and factors modifying this base elasticity for different times 

of day, distances travelled, and types of passenger. For each of the four passenger types, 

their journey matrix was then factored up by the appropriate formula combining all of 

these factors. As the original journey data was based on weekdays in October, the original 

and new journey counts were then multiplied by an annualisation factor to estimate the 

total annual number of journeys. Summary statistics were then calculated for the sum of 

all passenger types in the original and new cases, including total journeys, passenger 

kilometres, revenue, average fare, etc. 

The annualisation factor to convert October weekday journeys to total annual journeys 

was based on a separate extract of one year of daily journey count and revenue data, 

enabling ratios to be calculated for the journeys and revenue on an average October 

weekday relative to the full year for Adults, Concessions, Tertiary Students and School 

Students. 
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APPENDIX D Industrial Relations and Work Practices 

D.1 Labour and Allowances Comparisons 

The following charts and information were prepared by the Territory and Municipal 

Services Directorate in provided for the project team in 2014. They are included here as 

they confirm the relativities between ACTION and other operators. While some of the 

source enterprise agreements and wages may have changed the overall relativities are 

unlikely to have changed in the 24months since they were prepared and they are included 

here as indicative information to supplement the benchmarking work performed. 

BROKEN SHIFT COMPARATIVE DATA 

Award/EA NSW 
State 

Transit 

Veolia 
NSW 

(Sydney) 

Torrens 
Transit 

Brisbane 
City 

Council 

Swan 
Transp

ort 

Metro 
Tasman

ia 

 

ACTION 

GENERAL INFORMATION: 

Ordinary 
Hours  

152 
hours/4 
weeks 

152 hours/4 
weeks 

38 per 
week 

38 per 
week 

40 per 
week 

76 per 
fortnight 

38 per 
week 

Rosters Mon - Sat 7 day  Mon - Fri Mon - Fri Mon - 
Fri 

7 day 
(shift 
workers) 

Mon - Fri 

Hours per 
shift 

7 – 9 
hours 

7 – 12 
hours 

6 – 9.25 
(M-F) 

6 – 9.66 (S-
S) 

7 hrs 36 
mins 

Max 11 
hrs 55 
mins 

9 – 12 
hours 
(shift) 

7 hrs 36 
mins 

BROKEN SHIFTS: 

Broken 
Shift? 

Yes Yes Yes No No No Yes 

Spread of 
hours 

Max 12 
hours 

Max 12 
hours 

Max 12 hrs 
30 mins 

   Max 12 
hours 

Break After 3 
hours 

Flexible - in 
line with 
business 
requiremen
ts 

By 5 hours    Between 
2 - 3 
hours 

Allowances
/ penalty 
rates 

Up to 9.5 
hrs x 1 

9.5 – 
10.5hrs x 
1.5 

10.5 + x 2 

10+ hrs x 
1.5 

After 10pm 
$2.98 

Night work 
$2.20 

Nothing 
extra 

   12.5% 
(approx 
extra 
$4.31 per 
hour) 

Weekends/
PH 

Not 
Sundays 

Not 
weekends/ 
PH’s 

Not 
weekends/ 
PH’s 

   Not 
weekends 

The information contained in this wages comparison is taken from: 
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ACT:  ACTION Enterprise Agreement 

NSW: Sydney Buses - State Transit Award 

NSW: Veolia Transport Enterprise Agreement  

SA:  Torrens Transit 

Please note:  

 All figures quoted are base rate figures and do not include additional allowances or 

superannuation other than the broken/split shift allowance or penalty rate.  

 All figures quoted are gross amounts 

 Annual rates are calculated on a straight 52 weeks, not hours worked per annum 

 All rates of pay are current as at July 2014 

Ordinary Rate of Pay 

 ACTION NSW State 

Transit 

Veolia 

Sydney 

Torrens Transit 

SA 

Weekly $1,311.13 $943.92 $954.75 $912.00 

Annually $68,179 

Ave diff +$1943 

$49,042.24 

-$19,137 

$49,647 

-$18,532 

$47,553.89 

-$20,626 

 

Example  

An employee works Monday to Friday on a broken shift operating between 6:00am to 

6:00pm.  

 ACTION NSW State 

Transit 

Veolia Sydney Torrens Transit 

SA 

Calculations $34.50 + 12.5% 

38 x $38.81 

$24.84 

25.5 x $24.84 = 

$633.42 

5 x $37.24 = 

$186.20 

7.5 x $49.68= 

$372.60 

$25.12 

8 x $37.69 = 

$301.52 

30 x $25.12 = 

$753.60 

 

$24.00 

Weekly $1,474.78 $1,192.22 $1,055.12 $912.00 

Applied 

Annually 

$76,688.56 

Ave diff +$21,883 

$61,995.44 

-$14,693 

$54,866.24 

-$21,822 

$47,553.89 

-$29,135 

Consultant comment: 

This indicates that ACTION driver pay rates per annum are on average $21,883 more 

expensive than comparable operators in NSW and SA. 
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ACTION ENTERPRISE AGREEMENTS   WAGE INCREASES – BUS DRIVERS 

ACTION 
EA 

DATE OF 
INCREASE 

% 
INCREASE 

DRIVER 
COMPOSITE 

RATE 

NOTES 

2002 01/2002 ? $42,741  

2003 - 
2004 

01.01.03 5% $44,875 Composite rate in place covering: 

 Public holidays 

 Shift penalty rates (excluding 
12.5% broken shift penalty) 

 Overtime rates & related 
arrangements 

 Annual leave loading or shift 
penalties paid in lieu of loading 

 Meal allowances 

 Work practice changes 

01.07.03 3% $46,221 

Parity 
adjust. 

Date 
unknown 

2.8% $47,517 

2004 - 
2007 

01.04.04 2.5% $48,706 Gained back: 

 Public holiday – Christmas Day  

 Annual leave loading 
01.04.05 4% $50,668 

01.04.06 4% $52,690 

2007 - 
2010 

05.04.07 4% $54,792 Gained back: 

 Good Friday 

Removal of driver delegates clause 
which stipulated how many work 
hours delegates were required to 
work. 

03.04.08 4% $56,992 

02.04.09 4% $59,272 

2010 - 
2013 

01.07.10 2.5% $60,754 Gained back: 

 Meal allowances 

 Boxing Day 

 New Years Day 

 Australia Day 

 Easter Monday 

 Family & Community Day 

01.07.11 3% $62,557 

18.08.11 0.5% $62,880 

01.07.12 3.5% $65,081 

 

2013 - 
2017 

01.07.13 2% or 
$2,090 

$67,171 Addition of 2 x allowances within the 
workshop which was offset by the 
non-replacement of 2 x workshop 
positions 

01.07.14 1.5% $68,179 

01.04.15 1.5% $69,202 

01.10.15 1.5% $70,240 

01.04.16 1.5% $71,294 

01.10.16 1.5% $72,363 

01.04.17 1.5% $73,448 

 

*Prepared 2014 
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Consultant Comment regarding the composite rate 

Since 2003 when the composite rate was implemented as an all inclusive composite rate, 

the union have gained back the following: 

 Public holidays for Christmas Day 

 Annual leave loadings 

 Public holidays for Good Friday 

 Meal allowances 

 Boxing day 

 New Year’s day 

 Australia day 

 Easter Monday 

 Family & Community Day 

 Additional allowances in lieu of positions 

The integrity of the composite rate has therefore been diminished significantly since 

inception in 2003. 

The cost of the additional holidays for drivers and Transport Officers is also considerable.  

In addition, in the period since 2003 the composite rate for a driver has risen from $42,741 

to $68,179 in July 2014 an increase of $25,438 
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ALLOWANCES REVIEW (as at.14/3/14) 

Allowance Type ACT QLD (Bne 
City Council) 

VIC (Ventura) NSW (State 
Transit) 

TAS (Metro 
Tasmania) 

Articulated Bus - 2.3% of base $ 1.56% of base 
$ 

$19.30 per 
week 

$11.27 per 
week 

Working in the Rain - double time - - - 

Meal Break (time) 30 mins – 1 
hour (practice 
– not specified 
in agreement) 

40 – 55 mins 30 mins – 1 
hour 

40 – 50 mins 40 mins – 1 
hour 

Afternoon Shift - $9.70  or 
12.5% (the 

greater) 

- - - 

Night Shift - $9.70  or 15% 
(the greater) 

- - - 

Overtime @ 1.5x 
rate 

- First 3 hours First 3 hours First 3 hours - 

Overtime @ 2x rate - Thereafter Thereafter Thereafter After 86 
hours per 
fortnight 

Meal Allowance $24.76 when 
working extra 

time  

$12.10 when 
working extra 

time  

$11.80 after 4 
hours extra 

time 

- $9.78 per 
shift 

Saturday Work - 1.5x base rate 1.5x until 9am 1.5x base 
rate 

1.5x base 
rate 

Saturday Work - - 2x after 9am - - 

Sunday Work - 2x base rate - 2x base rate 2x base rate 

After 1am Mon – Fri - 1.5x until end 
of shift 

- - - 

Between 5pm and 
7am weekdays 

- - - +15% on 
base 

+15% on 
base 

Between : 

 1:30am and 
5am weekdays 

 1:30am – 
5:30am 
Saturdays 

 1:30am – 
6:30am 

Composite 
rate +75% 

- - - - 

New Years Late 
Night after 1:30am 

Composite 
rate + 100% 

- - - - 

First Aid $11.38 per 
week 

- 1.9% of base 
rate 

-  $11.16 per 
week 

Uniform  Provided Provided Reimbursemen
t  

Provided Provided 

Industry Allowance  - - $45.40 per 
week 

- 

Recruit Supporter     $5.10 per 
week 

14.5m bus  - - - $4.79 per 
week 

Efficiency Bonus  - - - Yes – no 
payment 
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details 
provided 

Linguistic 
Allowance 

Up to 
$1,997.42 per 

annum 

- - - - 

SNT Drivers 
Cleaning Allowance 

$42.44 per 
week 

- - - - 

Shoe Allowance $103.00 per 
annum 

- - - - 

Broken Shift 
Penalty 

12.5% of base 
rate 

- - - - 

 

BUS DRIVER WAGES COMPARISON – 5 NOVEMBER 2013 

The information contained in this wages comparison is taken from: 

ACT:  ACTION Enterprise Agreement 

NSW:  Sydney Buses - State Transit Award 

Victoria: Ventura Enterprise Agreement 

Tasmania: Metro Tasmania Bus Operators Enterprise Agreement 

Queensland: Brisbane City Council Bus Transport Employees Award 

Please note:  

 All figures quoted are base rate figures and do not include allowances or 

superannuation. Given the differences in each Award/Agreement it is difficult to 

provide a ‘like with like’ comparison (e.g. some allowances commence from 6pm 

whereas others are a flat rate arrangement). An approximation of allowances for 

each State has been researched and provided below in the Comparative Data. The 

allowances not covered are on an as needed basis (shift allowance, meal allowance 

etc.) 

 All figures quoted are gross amounts 

 Annual rates are calculated on a straight 52 weeks, not hours worked per annum 

 For ACTION Buses, 69% of the ACTION salaries budget goes towards bus driver 

wages & on costs. 

 ACTION bus driver wages account for 49% of the total ACTION budget. 

WAGES COMPARATIVE DATA 

 ACT 

Current 
rate 

NSW 

1/1/14 
rate 

VIC 

Current 
rate 

TAS 

Current 
rate 

QLD 

1/1/14 rate 

Hourly Rate/ 
Weekday 
Rate 

$32.51 $24.84 $24.56 $22.78 $21.98 

Saturday 
Hourly Rate 

$32.51 $37.26 (x 
1.5) 

$36.84 

(3hrs x 1.5) 

  then 

$49.12  

(5 hrs x 2) 

$34.17 (x1.5) $32.97 (x1.5) 
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Sunday 
Hourly Rate 

$32.51 $50.62 (x2) $49.12 (x2) $45.56 (x2) $43.96 (x2) 

Minimum 
Hours/Week 

38 38 40 38 38 

Allowance per 
hour 

$0 $1.19 $1.24 (approx) $1.84 (approx) $2.52 (for hours 
worked 

between 6pm 
and 7am) 

 

Example 1 

Employee A works Monday to Friday at the agreed ordinary hours. The weekly cost to the 

company is: 

 ACT NSW VIC TAS QLD 

Weekly $1,235.38 $943.92 $982.40 $865.56 $835.40 

Annually $64,239.76 $49,042.24 $51,084.80 $45,009.12 $43,440.80 

 

Example 2 

Employee B works Tuesday to Saturday at the agreed ordinary hours. The weekly cost to 

the company is: 

 ACT NSW VIC TAS QLD 

Calculations  

 

30.4 hrs @ 

$24.84 

7.6 hrs @ 

$37.26 

 

32 hrs @ 

$24.56 

3 hrs @ 

$36.84 

5 hrs @ 

$49.12 

30.4 hrs @ 

$22.78 

7.6 hrs @ 

$34.17 

 

30.4 hrs @ 

$21.98 

7.6 hrs @ 

$32.97 

 

Weekly $1,235.38 $1,038.32 $1,142.04 $952.20 $918.76 

Annually $64,239.76 $53,992.64 $59,386.08 $49,514.40 $47,775.52 
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Example 3 

Employee C works Thursday to Monday at the agreed ordinary hours. The weekly cost to 

the company is: 

 ACT NSW VIC TAS QLD 

Calculations  

 

 

22.8 hrs @ 

$24.84 

7.6 hrs @ 

$37.26 

7.6 hrs @ 

$50.62 

24 hrs @ 

$24.56 

3 hrs @ 

$36.84 

13 hrs @ 

$49.12 

22.8 hrs @ 

$22.78 

7.6 hrs @ 

$34.17 

7.6 hrs @ 

$45.56 

22.8 hrs @ 

$21.98 

7.6 hrs @ 

$32.97 

7.6 hrs @ 

$43.96 

Weekly $1,235.38 $1,234.24 $1,338.52 $1,125.33 $1,085.81 

Annually $64,239.76 $64,180.48 $69,603.04 $58,517.16 $56.462.12 

 

National Pay Data – Bus Drivers 

The data provided is an average of 151 bus companies across Australia. 

Range of full-time bus driver wages:  $37,500 - $64,500 (based on ordinary hours) 

Median:  $49,720 

*As of Nov 2013 – Indicative of relativities only 

 

Comparison with other ACT Professions 

The data provided in this section is for 3rd year employees in the ACT with a degree level 

qualification. 

Teacher:  $55,775 

Registered Nurse:  $60,311 

Paramedic:  $62,520 

 

Findings 

Of those reviewed, the ACT is the most expensive city to operate a bus network. 
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ACTION ENTERPRISE AGREEMENTS 

WAGE INCREASES – CLEANER/FUELERS (EGS044) 

ACTION EA DATE OF INCREASE % INCREASE $ RATE 

2002 01/2002 ? $36,099 

2003 - 2004 01.01.03 5% $37,905 

01.07.03 3% $39,371 

Parity adjust. 

01.04.04 

2.8% $40,355 

2004 - 2007 01.04.04 2.5% $41,596 

01.04.05 4% $43,259 

01.04.06 4% $44,990 

2007 - 2010 05.04.07 4% $46,790 

03.04.08 4% $48,662 

02.04.09 4% $50,608 

2010 - 2013 01.07.10 2.5% $51,873 

01.07.11 3% $53,428 

18.08.11 0.5% $53,688 

01.07.12 3.5% $55,567 

2013 - 2017 01.07.13 2% or $2090 $58,111 

01.07.14 1.5% $58,982 

01.04.15 1.5% $59,867 

01.10.15 1.5% $60,765 

01.04.16 1.5% $61,721 

01.10.16 1.5% $62,647 

01.04.17 1.5% $63,587 

 

*Prepared 2014 
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ACTION ENTERPRISE AGREEMENTS 

WAGE INCREASES – MECHANIC – DUAL TRADES (TGS074) 

ACTION EA DATE OF 
INCREASE 

% 
INCREASE 

$ RATE NOTES 

2002 01/2002 ? $44,436  

2003 - 2004 01.01.03 5% $46,660  

01.07.03 3% $48,041 

Parity adjust. 

01.04.04 

2.8% $49,242 

2004 - 2007 01.04.04 2.5% $50,754 Paid increase on 1 
December 2004 on 
Certification of 
Agreement 

 

1.12.04  $52,287 

01.04.05 4% $54,378 

01.04.06 4% $56,552 

2007 - 2010 05.04.07 4% $58,814  

03.04.08 4% $61,167 

02.04.09 4% $63,614 

2010 - 2013 01.07.10 2.5% $65,205  

01.07.11 3% $68,892 

18.08.11 0.5% $69,202 

01.07.12 3.5% $71,652 

2013 - 2017 01.07.13 2% or 
$2090 

$74,272 Addition of 2 x 
allowances within the 
workshop which was 
offset by the non-
replacement of 2 x 
workshop positions 

01.07.14 1.5% $75,386 

01.04.15 1.5% $76,517 

01.10.15 1.5% $77,665 

01.04.16 1.5% $78,829 

01.10.16 1.5% $80,012 

01.04.17 1.5% $81,212 

 

*Prepared 2014 
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ACTION ENTERPRISE AGREEMENTS 

WAGE INCREASES – SPECIAL NEEDS DRIVERS (GS054) 

ACTION EA DATE OF 
INCREASE 

% INCREASE $ rate 

2002 01/2002 ? No data available 

2003 - 2004 01.01.03 5% No data available 

01.07.03 3% No data available 

Parity adjust. 

01.04.04 

2.8% $36,126 

2004 - 2007 01.04.04 2.5% $37,029 

01.04.05 4% $38,510 

01.04.06 4% $40,051 

2007 - 2010 05.04.07 4% $41,653 

03.04.08 4% $43,319 

02.04.09 4% $45,052 

2010 - 2013 01.07.10 2.5% $46,178 

01.07.11 3% $47,563 

18.08.11 0.5% $47,794 

01.07.12 3.5% $49,467 

2013 - 2017 01.07.13 2% or $2090 $51,557 

01.07.14 1.5% $52,330 

01.04.15 1.5% $53,115 

01.10.15 1.5% $53,912 

01.04.16 1.5% $54,721 

01.10.16 1.5% $55,542 

01.04.17 1.5% $56,375 

 

*Prepared 2014 
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ACTION ENTERPRISE AGREEMENTS 

WAGE INCREASES – TRANSPORT OFFICERS (Grade 3) 

ACTION EA DATE OF 
INCREASE 

% 
INCREASE 

COMPOSITE 
RATE $  

NOTES 

2002 01/2002 ? $42,070  

2003 - 2004 01.01.03 5% $44,174 Composite rate in place 
covering: 

 Public holidays 

 Shift penalty rates 
(excluding 12.5% broken 
shift penalty) 

 Overtime rates & related 
arrangements 

 Annual leave loading or shift 
penalties paid in lieu of 
loading 

 Meal allowances 

 Work practice changes 

01.07.03 3% $45,542 

Parity 
adjust. 

01.04.04 

2.8% $62,047 

2004 - 2007 01.04.04 2.5% $63,613 Gained back: 

 Public holiday – Christmas 
Day  

 Annual leave loading 

01.04.05 4% $66,510 

01.04.06 4% $68,787 

2007 - 2010 05.04.07 4% $71,542 Gained back: 

 Good Friday 

Removal of driver delegates 
clause which stipulated how 
many work hours delegates 
were required to work. 

03.04.08 4% $74,417 

02.04.09 4% $77,390 

2010 - 2013 01.07.10 2.5% $79,325 Gained back: 

 Meal allowances 

 Boxing Day 

 New Years Day 

 Australia Day 

 Easter Monday 

 Family & Community Day 

01.07.11 3% $81,705 

18.08.11 0.5% $82,101 

01.07.12 3.5% $84,975 

2013 - 2017 01.07.13 2% or 
$2090 

$87,065 Addition of 2 x allowances within 
the workshop which was offset by 
the non-replacement of 2 x 
workshop positions 

01.07.14 1.5% $88,371 

01.04.15 1.5% $89,697 

01.10.15 1.5% $91,042 

01.04.16 1.5% $92,408 

01.10.16 1.5% $93,794 

01.04.17 1.5% $95,201 

*Prepared 2014 
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Appendix – Workers Compensation 

DRAFT WORKERS COMPENSATION REVIEW – 8 October 2014 

In relation to the data below: 

 Tables 1 and 2 relate to incidents, not claims 

 Tables 3 – 5 do not include incidents that have not converted to a claim. 

 Table 3 – you will see there are 250 accepted claims however at the bottom in the 

summary it will say 287 claims. All data in following tables is related to accepted 

claims therefore the 250 figure is correct. 

 As an FYI, in relation to rejected claims in Table 3, costs are predominately incurred 

for medical reports and legal fees. 

 
Chart 1:  ACTION Workers Compensation Premium as a Percentage of Wages 

 

 
 

Table 1:  Number of incidents by ACTION Business Unit 
 

 

  

Business unit 2009-2010 2010-2011 2011-2012 2012-2013 2013-2014 2014-2015 Grand Total

ACTION Other 1 1

Belconnen Administration 3 3

Belconnen Operations 2 1 4 3 10

Belconnen Workshops 18 18 15 13 13 77

Drivers North 75 65 54 60 64 10 328

Drivers South 44 50 61 52 54 261

Supervisors North 1 4 5

Supervisors South 1 2 1 4

Tuggeranong Administration 2 2

Tuggeranong Operations 4 7 7 2 2 22

Tuggeranong Workshops 11 15 16 12 16 1 71

Grand Total 156 159 157 148 153 11 784

% 



 

Page 330 
 

 

Table 2:  Types of incidents by Nature of Injury within ACTION  
 

 

  

Nature of Injury 2009-2010 2010-2011 2011-2012 2012-2013 2013-2014 2014-2015 Grand Total

108 - Other intracranial injury, not elsewhere classified 1 3 1 1 6

111 - Fractured skull and facial bones 1 2 3

118 - Other fractures, not elsewhere classified 2 2 3 2 9

149 - Laceration or open wound not involving traumatic amputation 10 7 6 5 9 37

159 - Superficial injury 1 6 7 8 7 29

169 - Contusion, bruising and superficial crushing 8 17 14 9 11 59

174 - Hot burn 1 2 1 1 5

178 - Combination burn or burn not elsewhere classified 1 1

201 - Dislocation 1 1

218 - Trauma to joints and ligaments, not elsewhere classified 1 1 1 3

219 - Trauma to joints and ligaments, unspecified 1 3 2 1 2 9

223 - Trauma to muscles 1 1 1 2 5

224 - Trauma to tendon 1 1 2 4

229 - Trauma to muscles and tendons, unspecified 1 1

239 - Soft tissue injuries due to trauma or unknown mechanisms with insufficient information to code elsewhere 87 83 89 82 95 10 446

301 - Foreign body on external eye, in ear or nose or in respiratory, digestive or reproductive tract 4 2 3 3 4 16

302 - Poisoning and toxic effects of substances 6 7 8 1 22

309 - Audio shock, audio shriek 1 1

313 - Heat stress/heat stroke 1 1

422 - Disc displacement, prolapse, degeneration or hernia 1 2 3

459 - Back pain, lumbago, and sciatica 1 2 1 1 5

527 - Epicondylitis 1 1 1 1 4

702 - Post-traumatic stress disorder 1 1 1 3

703 - Anxiety/stress disorder 1 3 2 2 8

705 - Anxiety/depression combined 2 2

706 - Short term shock from exposure to disturbing circumstances 2 1 2 2 2 9

707 - Reaction to stressors  other, multiple or not specified 1 1 1 3

721 - Hernias 1 1 2

758 - Other diseases of skin and subcutaneous tissue, not elsewhere classified 1 1 2

759 - Diseases of skin and subcutaneous tissue, unspecified 1 1

762 - Diseases of nerve roots, plexuses and single nerves 1 1

763 - Carpal tunnel syndrome 1 1 2

764 - Diseases of the conjunctiva and cornea 1 1

769 - Other diseases of the eye 1 1 2

771 - Deafness 1 1 2

777 - Other diseases of the ear and mastoid process 2 1 1 4

781 - Asthma 1 1

818 - Other diseases of the circulatory system, not elsewhere classified 2 1 1 4

941 - Other diseases, not elsewhere classified 1 1 2

951 - Exposure to substances without current injury or disease apparent 2 3 3 5 1 14

999 - Not known 14 12 9 10 4 49

#N/A 2 2

Grand Total 156 159 157 148 153 11 784
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D.2 EA Costings 

The following appendix qualifies the significant IR and EA savings that feature in higher 

labour costs within ACTION. These costs are summarised in the table within the Industrial 

Relations Costing Section of the report 

As an aid to understanding the application of several of the following analysis discussions 

and the terminology used we provide an outline of the shift construct below
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The new 10 minute Rule  (22 minute rule)  also known as toilet break rule ‘Driver Crib 

break’ 

Description The driver will access a 10 minute break between the second and third hour on 

all pieces of scheduled driving that exceed three hours. 

How it is 

implemented 

This is implemented via a network rule within HASTUS scheduling software. 

The rule applies to full time as well as part time shifts (effectively all shifts) and 

has been ratified by the IR Commission. Fair Work Australia directed in 2010 a 

ten minute rule be applied. This was applied as a 10 minute break until 

Network 14, but now is a 10 minute break between the second and third hour 

of the shift at a staff facility. The addition of a need to dead run the bus to the 

staff facility potentially adds a further 12 minutes to the existing break. 

Overall, what was originally a 10 minute break is now effectively an average of 

a 22 minute break. 

Note:  The end of trip for all ‘300’ routes already has a 10 minute layover. 

Other trips have a 4 min layover in peak and 5 minute layover in off-peak. 

As an example, for breaks at the City Bus Interchange adding the dead run to 

the City West staff facility (4 minutes each way) now extends the break such 

that there is now 22 minutes paid time “not in service”. 

EA Status The 10 minute rule has been built into network scheduling since 2010 and did 

not include the travel time to and from the meal/toilet area. The TWU has 

successful argued in the commission that the 10 minutes does not include the 

travel time to and from the rest area. An average of 22 minutes will now need 

to be built into the network in order for drivers to get their break ‘off the seat’ 

because a toilet facility does not exist at all turnaround points. The exact cost 

of this will need to be aggregated by Hastus in a trial network test environment 

and running this calculation takes considerable time, but the cost is significant. 

A calculation of 3 scenarios is imminent: 

1. The calculation of the network without the rule applying 

2. The calculation of the network with the rule applying as is (network 14.1) but 

prior to the commission ruling 

3. The calculation of the network with the rule adjusted to be consistent with 

the commission ruling 

According to PT the cost of scenario 3 is not just limited to the time, but 

invokes the need for additional drivers and fleet to replace resources shortages 

arising from the change 

The issue initially arose as the ’10 minutes’ was obscured within run times 

rather than correctly identified within shifts as break time It has long been know 

that driver-timed run timings had surplus time built in. Subsequent incremental 

shift improvements by schedulers has removed this time thus elevating the 

industrial issue. (Incremental improvements now use known timings for each 

run to highlight and remove ’padding’ from the schedule)  This culminated in 

the Network 14 review, but also triggered the industrial response 

In addition to the time being included the union has successfully argued that 

the time has to specifically be in the last hour of the 3 hour block of driving and 

at a toilet facility. Not all turnaround points have toilet facilities so additional 

driving time to drive from route ends to the toilet facility. This is the reason for 

the large cost increase as it has increased the time from 10 minutes to up to 22 

minutes and the cost increase includes dead running the bus, driver time and 

signing off and on again. 

The commission has confirmed that ‘ACTION must now provide 10 minutes for 

each 3 hours of continuous time. (a break is defined as time away from the 
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bus) and this must be at a toilet facility hence requiring additional sign off and 

on and dead running of the bus to the toilet facility where one does not exist. 

It should be noted that driver shifts already contain up to 6 occurrences of 

turnaround time per shift (4 minutes for peak services and 5 minutes for off 

peak services). Each turnaround is sufficient for a toilet break if the turnaround 

is at a facility. 

The ten minute rule is for a break additional to these turnaround breaks. 

On discussion with the TWU and public transport it was identified that the large 

increase in cost was due to time being taken from the network in Network 14 

which drivers were using to supplement the 10 minute rule for their rest break. 

The minutes recouped during this process was reinvested into network 

expansion. This has resulted in the additional break time being agreed to by 

the Commission. 

In Network 12 (and prior), the parties agreed that there was sufficient time in 

the network for these breaks to occur. 

Impact of the 

rule on 

operations 

 The requirement introduces network inefficiency and additional 

costs due to the additional dead running time, sign on and off 

time. For example: Toilet breaks at the city were 10 minutes and are 

now 22 minutes 

 Toilet breaks at Gungahlin were 10 minutes and are now 24 minutes 

 Toilet breaks at Tuggeranong were 10 minutes and are now 15 minutes 

 Toilet breaks at Woden were 10 minutes and are now 14 minutes 

The number of peak buses and drivers required may now rise as the number of 

operational hours per bus and per driver is reduced.  

Additionally: 

 Cost per kms will rise 

 In-service kms will fall 

 Dead running will rise 

Cost impacts Break time = not in service time 

This is an increase from 10 minutes to: 

City +12 minutes 

Gungahlin +14 minutes 

Tuggeranong +5 minutes 

Woden +4 minutes 

Note: There will be additional breaks if a shift is longer than 8 hours 

Cost 

calculation 

method 

Rough costing method 

The sum of additional driver break time * $ driver rate, plus bus time * number 

of applicable shifts (full time shifts * 2 times per shift) (part time shifts * 1 per 

shift) 

This total equals overall cost of break  

*Calculate number shifts * drivers * km rate  

netBI queries Total  additional time 

Actual Cost 

Calculation 

Identify number of shifts affected, City, Gunghalin, Tuggeranong, Woden 

All 8 hour shifts multiply by 2 breaks 

Part time multiply by 1 break 

Multiply each shift by additional minutes 

Multiply by driver rate and bus rate estimate $55.73/hour, inclusive of driver 
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cost rate including on-costs. 

($65 used by ACTION, i.e. Indec benchmarking) 

Includes weekend shifts 

Multiply by number of shifts per week part time and full time  

Number of shifts: 

Total shifts = 534 (Monday to Friday) 

Full time shifts = 327 * 2 

Part time shifts = 207 * 1 

Breaks per day  = 861 * 5 days = 4,305 breaks per week * 22/60 *55.73  

= $87,953 per week * 52 weeks = $4,573,598 p.a. overall for the 22 minute 

break and this represents an increase of $1,994,414 over the original 10 

minute breakThis is only a rough indicative estimate and the cost is disputed 

by the drivers’ union. Validation of the actual cost will occur in a short time 

when the Hastus calculation is available - this was not available at the time of 

this report. 

This amount has not been included in our overall savings summary at this time. 

Savings 

realisation 

To realise a saving this clause would need to be eliminated or reduced via IR 

and EA negotiations, or via a revised Enterprise agreement through 

transmission of business. 

Other options for reduced impact are to reduce break time through: 

 Reducing the need to sign-off and back on for toilet breaks i.e. use sign 

on-time to absorb 

 Recover the time from elsewhere i.e. reducing the lunch break to only 

the exact requirement. 

Other 

jurisdictions 

Other operators generally apply National transport guidelines for break times. 

National standard driving times include breaks, but no specific toilet break.  

Logan City Bus Service (private) and Brisbane Transport (public) have 

turnaround times of 5 minutes but these are not a separate prescribed toilet 

break. 

The ten minute rule is separate to turnaround time 

 

 

60:40  full time – part time shifts 

Description  This is an agreement that prescribes that no less than 60% of drivers are full 

time (8 hours) and 40% are part time.  

How it is 

implemented 

This is implemented via a network rule within the HASTUS scheduling 

software. 

This network rule was turned off in Network 12 but is turned on in Network 14 

In Network 14 the peak demand could cause the mix requirements to be better 

met by a mix that was represented by under 60% of full time drivers. 

According to schedulers the 60% requirement has not impacted yet, but in the 

future this is entirely possible and likely as network refinements occur 

remembering that the removal of ‘non driving’ time is a goal of network 

improvement algorithms in HASTUS 

The impact of the high full time staff % clause is that it drives up the overall 

level of standby time for each driver and this represents an overall inefficiency 
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and raises the costs of the network. 

This clause cannot be accurately costed because the whole network would 

need to be re-run in HASTUS with this rule turned on and then off in order to 

model the difference. As this process can take upwards of 2 days we cannot 

model these different scenarios at this time. 

Suffice to say that this mix restriction is clearly an inhibition on best resource 

allocation via HASTUS and this should be removed if possible to allow the 

greatest flexibility in network modelling and where the required mix is an 

outcome of the modelling. 

Obtaining flexibility in use of part time staff and increasing the number of split 

shifts reduces the aggregate standby time built into the network and therefore 

the overall cost of operating the network falls as efficiency increases. 

Any IR requirement to maintain a particular % of full time shifts therefore 

increases the level of standby time and reduces the overall amount of driving 

time. Together with the 8 hour day guarantee and restrictions on the number of 

split shifts and ownership of runs, prohibition of changes to these owned runs 

without driver agreement, these clauses effectively combine to create an 

excessive level of standby time in the network and inflate the labour costs of 

operating the network. They are clearly a restrictive practice. 

We reason that the network should be ideally operating around a 40 hour week 

and on a lines of work basis and this would effectively eliminate excessive 

standby time. See value of 8 hour block shifts section. 

Moving to assigned lines of work, and also a 40 hour week together with 

elimination of the 60:40 rule would reduce if not totally eliminate standby time 

and the associated costs. 

Standby time is the make up the time between the driving time and the 

guaranteed 8 hours 

As the increase in standby time is the primary inefficiency we have costed 

overall standby time separately. 

EA Status Is defined in the EA  

EA wording is ‘by agreement to change % mix’ 

Impact of the 

rule on 

operations 

Inefficiency – This rule restricts the optimal mix of full time to part time drivers 

as determined by the HASTUS scheduling tool in developing the most efficient 

network. 

There is some conjecture as to whether the network actually requires or in the 

future will require less than 60% full time staff but it may in the future. 

Scheduling hasn’t required it so far so at present this is not an impediment but 

it does prevent the most optimal arrangement. 

Cost impacts Drivers could be in excess of scheduled requirement during some periods of 

the day if there is no work to do and they are full time. 

There may also be insufficient driver resource at other times of day where a 

part time resource may be better suited. 

The remaining time between the time worked and the guaranteed 8 hours of 

the shift results in multiple small time periods to be paid for, for which the driver 

does other duties. 

Possibly could cause more full time shifts than what is required in the future. 

Has (in the past) caused some dropping of services (was) 

There are no dropped services now 

This rule has no effect on manning public holidays and weekends 

Rule restricts use of casuals for flexibility. Instead of part time 
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Application of a full time driver when a part time driver is preferable increases 

the level of standby time at the end of each shift 

*Calculation of the Driver Spares ratio does not apply the  60:40 rule 

Cost 

calculation 

method 

It is not possible to cost this aspect of the service without running the specific 

scenario within HASTUS and this would take up to 2-3 days. 

We have not costed this particular issue as the overall result is contained 

within the ‘Total standby time $ value’ calculated elsewhere. 

Actual Cost 

Calculation 

Not calculated as no definable loss at present. 

In the past this has exaggerated the overall standby time value. 

This cost is a subset of total standby time. 

netBI queries Total standby time within the network – supplied by the Territory and Municipal 

Services Directorate. 

Savings 

realisation 

ACTION would need to eliminate this via IR and EA negotiations on the 

grounds that it restricts optimisation of the network. 

Also a need to introduce casuals where no requirement for full time drivers. 

Other 

jurisdictions 

Difficult to compare this with other jurisdictions because of the complications 

surrounding the composite rate and because most other operators apply ‘lines 

of work’ and 40 hour week. 

 

Non-driving union representatives 

Description  Union delegates are given time ‘off road’ to pursue union business such as IR 

commission attendance. 

They also attend conferences and seminars and courses (multiple days off) 2.5 

days each delegate. 

This time off per delegate has fallen from 7 hours per 9.5 hour shift to 2.5 

hours per 9.5 hour shift for union business for 4 shifts per week. 

How it is 

implemented 

To facilitate this delegates are given special shifts, i.e. they are treated 

specially in the shift picking process. 

They are guaranteed a 9.5 hour shift and are on standby for the last part of the 

9.5 hours. 

EA Status This arrangement is no longer in the award but delegates still operate on this 

basis. 

The current EA indicates that leave is to be granted, but is not to be included in 

the shift, or attract penalty or overtime. 

Impact of the 

rule on 

operations 

There is a specific loss of driving hours i.e. 2.5 hours per shift for 4 shifts within 

Network 14.  

This exerts downward pressure on overall driving hours, and an upward 

pressure on labour cost per km. 

*The union have indicated that they often perform a number of ACTION 

assist roles within the 2.5 hours for example  

Cover shifts eg breakdowns or late sick leave  

Meet with managers including out in the field with field transport officers. (If 

they weren’t provided with the time they would have to be ‘covered by a relief 

when they attend these meetings) 

Provide support during disciplinary meetings 

Provide advice/counselling to drivers as a management approved 

‘intervention’ prior to disciplinary issues arising  

Conduct vacant shift draws 
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Conduct shift draws including xmas  network shifts. 

We acknowledge these duties and tasks but also note that most relate to 

formal union duties. 

Cost impacts This arrangement drives up the labour cost per km and increase spares and 

relief demand. 

Cost 

calculation 

method 

Calculate the overall $ cost of the driving lost hours for each delegate by 4 

shifts per day for the whole year even when on holidays. 

Ensure that there is a deduction for annual leave and that driving hours are not 

counted.  

For each delegate. Total hours worked less hours driving *rates for each 

delegate $55.73 used even though delegates are paid more. 

2 delegates per shift per depot. 

Paid 9.5 hours per day. 

Actual Cost 

Calculation 

Use standard $ rates $55.73* number of delegates (4)* number of shifts per 

week  (4) * 2.5/9.5 * number of weeks 

Total 4 delegates * 4 shifts per week  for 300 days of the year by 2.5 *$55.73 

(one rate is higher) 

Alternatively from netBI the cost of total delegates down time is 1,945 hours 

@55.73 = $108,430 

This has been reduced down from $255, 000 in previous arrangement  

Note that this current non driving time has to be covered by another driver, so 

the actual cost is really twice this i.e. $216,860 

netBI queries Total cost of delegate non-driving hours (downtime). 

Savings 

realisation 

Remove 2.5 hours approved union non-driving time to increase actual % 

driving and save $108,430 per annum. 

Increase in % of driving time is the saving together with the reduction in the $ 

cost of covering the lost hours. 

Other 

jurisdictions 

It is common practice in public sector transport organisations for the union to 

fund payment of full time organisers and for concessional arrangements to be 

made for delegates. 

Common concessional arrangements are special duty shifts or reduced driving 

hours as is the case at ACTION, and also MetroTas. 

Both Brisbane Transport and also the STA are known to provide ‘delegate 

shifts’. 

Delegate shifts can be reduced shifts that provide some hours for union 

activities, or they can be ‘standby shifts’ with an expectation that the delegate 

will perform the driving duty if required. 

Recent efficiency initiatives see many of these arrangements under pressure 

and or removal via EA negotiation. 

WH&S Reps 

Description  ‘WH&S delegates attend scheduled and unscheduled meetings and are 

released from driving duties to do this. The duties that would otherwise be 

driven have to be replaced by other drivers. This lowers their % of driving time 

and raises the $ per km rate overall. 

How it is 

implemented 

Scheduled shifts are varied to accommodate the WH&S meetings and events. 

Other drivers fill work vacated by the WH&S rep (relief or spares). 

EA Status We are advised that this arrangement is not ratified in EA. 
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Impact of the 

rule on 

operations 

Lowers overall driving hours. 

Raises cost per km overall. 

Cost impacts Cost of attendance at conferences and seminars and courses (multiple days 

off).  

Increases cost per km. 

Cost 

calculation 

method 

Calculate the number of meetings (both scheduled and unscheduled) 

Calculate lost hours, calculate driver replacement hours 

Multiply by notional driver rate $55.73 plus WH&S rate 

(Labour rate includes allowance for WH&S) 

12 reps by 4 meetings * 3 hours (allow meeting driving time) * $55.73 

Notional cost = $8,025.12 p.a. 

Actual Cost 

Calculation 

Calculate meeting hours plus travel time 

Calculate replacement hours (the same as above) 

Total lost hours * labour rate $55.73 (plus WH&S rate)  

Figure does not include full costs of replacement driver Total lost hours * 

drivers rate (double time) 

or pro rata cost of vehicle provision to attend meetings, or allowances 

*arguable saving as WH&S activity could also reduce cost of accidents 

12 reps by 4 meetings * 3 hours (allow meeting driving time) * $55.73 

Notional cost = $8,025.12 p.a.  

netBI queries Nil 

Savings 

realisation 

Savings could be obtained by cancelling the arrangement but this is not 

recommended. 

Other 

jurisdictions 

N/A 
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Redeployed staff 

Description  Two types 

Classified 

Real redeployed staff i.e. redeployed to another position  

outplaced to Yarralumla nursery    

Non-classified 

$ paid normal ACTION pay rate but given other tasks 

Task redeployment only – employee is kept on, but is not driving and simply 

given other tasks, i.e. Yard body (odd jobs around the yard)    

Non-redeployed staff = drivers that are being paid and that cannot drive 

There are very few defined roles in ACTION where these can be given any 

meaningful work – redeployed staff is utilised, but not in a permanent position. 

How it is 

implemented 

Some are informally redeployed, i.e. where ACTION were able to find some 

informal other tasks. 

Past case management has not been effective at getting ‘non driving drivers off 

the books, or back to work’. 

EA Status This is not an EA issue 

Impact of the 

rule on 

operations 

Redeployed staff inflate the number of drivers, but lower the on road driving %. 

These limit rostering flexibility, lower efficiency. 

Cost impacts $ per km rises due to increase of drivers non-driving time. 

Cost 

calculation 

method 

Calculate 

Get $ figures from compensation team 

Overall there is a 15% differential (gap between bus hours and drivers) 

(redeployed staff are part of this gap. 

Calculate the total number of drivers not working as drivers 

(Number who are non-driving drivers and the non-driving hours that would 

normally be available) 

Multiply total hours for these drivers by driver rate 

Calculate the number ACTION are still paying. 

Some of these costs recoverable via Comcare  (pay ACTION) when the claim 

is accepted based on injury (deduct Comcare repayments) 

Calculate $ recovered for non-driving drivers 

Note:  Workers’ compensation premium goes up * see workers’ compensation 

costs 

Actual Cost 

Calculation 

Calculate the total number of drivers not working as drivers 

There are 11 drivers currently not driving but not redeployed with various years 

of service. 

Their combined annual salary represents $692,603.32 

Current annual costs of redeployed staff is $1.085 million (salary and on-

costs) 

The pay out of these employees represents $492,331 based on their 

entitlements at termination  
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Paying these drivers out will cost $492,331 based on their entitlements at 

termination of 26 weeks or 2 weeks for every year of service capped at 48 

weeks. 

The maximum single driver payback period is 3.78 years where as the average 

payback is 2.44 years 

Payout costs for 11 drivers $ 492,331 

netBI queries Nil 

Savings 

realisation 

Return to work driving, redeploy or remove as drivers as soon as possible i.e. 

pay out. 

Payout costs would be $492,331. 

Other 

jurisdictions 

Workers’ compensation practices – case management practices reduce this 

cost. 

 

Transport Officer numbers are locked 

Description  The EA (Schedule 3, Transport Officers) defines a fixed number of ACTION 

Transport Officers (under a 2 depot system) 

This breaks down into a  number of defined numbers and roles 

How it is 

implemented 

Roles 

Depots 

Starters (TO3s) 

Incident management (TO3s) 

Radio room (TO3s) 

Manager (TO4) 

Two interchanges at any given time at an interchange TO3 (5 staff - 3 FT 2 PT) 

(not lone workers) 

Revenue management 

Trainers (emergency spare drivers and trainers agreement) (TO2) 

Most of these roles could be regarded as ‘operational’ within a single Transport 

operator environment, however would normally be regarded as Transport 

purchaser or network functions in a multi-agency environment i.e. where more 

than one bus operator, or addition of the light rail operation. 

Some i.e. revenue management and interchange support could be regarded as 

non-operational’, i.e. part of PT network role in a multi operator environment. 

There are few potential internal roles for Transport Officers within ACTION but 

some potentially expanded roles within the PT agency through assuming 

network and interchange support, safety officers, revenue protection, network 

patrol & security roles 

We see the Transport Officers as having 5 main functional roles in all: 

Operational support (Starters & Trainers) 

Communications Control Room 

Incident management 

Interchange & network support 

Revenue Management 

1)  should remain at ACTION, while 2) and 3) could remain within ACTION until 

Capital Metro commence operations, 4) and 5) could move to the public 

transport agency immediately. 

EA Status Enterprise agreement specifies fixed numbers of Transport Officers 
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Impact of the 

rule on 

operations 

These roles are required under all service delivery models i.e. someone must 

do the tasks either as a function within the operator or the purchaser. 

Cost impacts Fixed numbers inflate ACTION costs. 

Cost 

calculation 

method 

Calculate whole of account costs from payroll. Establish savings from adjusted 

structure.  

Actual Cost 

Calculation 

From payroll 

Current whole payroll cost represents $6,106,711 p.a. for 45 Transport Officers 

at June2014. Assessed savings from structure change $698,000 

netBI queries Nil 

Savings 

realisation 

As per our structural reduction we recommend reduction to 35 by addition of 1 

TO4 and a reduction of 5 TO3 and 1 ASO2 at a saving of $698,000. 

Redeployment of some Transport Officers to Public Transport would reduce 

ACTION costs further but increase Public Transport costs. 

These may not be possible under current EA restrictions. 

Other 

jurisdictions 

Network support and revenue protection functions are mainly delivered by the 

network operator or PT agency in other jurisdictions where they exist. 

 

Non-driving – other tasks (other than redeployment)  Total Standby Time 

Description  Standby time includes the following: 

 Relief driver shifts (R)  

 Emergency Relief positions (XR) (spares) 

 Training Shifts(T)  

 Drivers not on route network 

 Union Tasks time (i.e. non ACTION time)*canteen was included till Sept 

2014) 

  

 Make up time within a shift  to make up a duty to guaranteed 8 hours (where 

productive duties cannot be applied) 

How it is 

implemente

d 

Total standby time includes the above role time, but also shift make up time 

added to 7.36 hours to make up time to 8 hours 

For full time bus operators 24 minutes per day is deducted from total hours 

worked (Monday to Friday) and credited to leisure leave credits (Toil /RDO)  This 

time off must be taken in week blocks subject to management approval. On 

average a full time bus operator takes 2.5 weeks of leisure leave per annum. 

(Alternate years 2 and 3 weeks)  This is why 2.5 weeks is used for leave relief 

purposes. 

 

 

EA Status Standby time, leisure leave – defined within EA. 

Impact of 

the rule on 

operations 

Reduces km per driver, increases cost per km, lowers efficiency, increases non-

productive time, increases pressure on leave relief ratio and spares ratio. The 

main impact of leisure leave is the effect of the absence, i.e., each driver can be 

absent for up to 2.5 weeks on average a year and this resource must be 
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covered. 

Cost 

impacts 

Increases cost per km, reduces km per driver. 

Composite rate compounds the inefficiency cost of standby time due to the high 

rate. 

Cost 

calculation 

method 

Total standby time for the network 

57,797 standby hours @ drivers rate $55.73 = $3.221 million 

Note this is the overall cost of standby time and does not directly represent EA 

inefficiency, but is indicative of overall driver utilisation 

On weekday school days there is 29:13 hours standby time per day for 534 

shifts at *$55.73 per driver hour this is = $1,623.41per day 

On non-school weekdays there is 38 hours standby time per day for 525 shifts or 

$2,117.74 per day. Standby time does not occur on weekends (i.e. drivers are 

paid by the minute) 

Note overtime is triggered within each block of 8 hours rather than 40 hours, but 

is paid at a composite rate 

Actual Cost 

Calculation 

Time not driving but being paid for driving (weekdays) 

 

The inefficient Standby time is calculated as Total standby time excluding relief 

driver shifts (R), emergency relief positions(XR), and training (T), plus union task 

time (UT). 

This total is  

57 hours 21 for normal network plus school * 207 days plus 

60 hours 38 minutes for normal network school holiday * 44 days 

Total hours =  

14539.32 

Multiplied by notional driver rate $55.73 

Total $ value  

$810276.1 

 

netBI 

queries 

Total standby time 

Savings 

realisation 

Move away from 8 hour shifts to 40 hour week and lines of work model to reduce 

standby time. 

Other 

jurisdictions 

Most jurisdictions work 40 hours with lines of work and do not operate a 

composite rate 

 

 

Bus type no change without driver approval (driver refusal to drive) 

Description  Driver picks shift with bus type, and if there is a need to swap the bus, then the 

driver can refuse. 

How it is 

implemented 

Driver picks shift with bus type, and if there is a need to swap the bus, then the 

driver can refuse. 

Drivers pick the shift and the bus (bus is shown). 

Then ACTION may need to make an operational change (loading, run type i.e. 

school). 
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Driver may then refuse to accept the change. 

Medical certificate may limit the driver to a certain bus type (this is valid). 

Schedulers have to re work the shift and bus arrangement. 

EA Status In EA ACTION ‘we tried to get a bus is a bus’ rule 

Impact of 

the rule on 

operations 

Causes scheduling and administrative rework. 

This is a restrictive practice and an impediment to network scheduling and 

management prerogative in running the network efficiently. 

Cost 

impacts 

Cost of having to make an administrative change to the shift. 

Scheduling time and cost, impact overall shift cost and peak vehicle, plus driver 

can ‘non drive’ until bus type is available. 

Might not meet afternoon peak, i.e. shortage. 

Will be a repeating error that needs to be fixed over and over unless dealt with 

permanently. 

Usually quick fixed (only for the day) by starters. 

Typically no feedback to scheduling to fix it in the network. 

Causes replication of the error and continuous impact. 

Afternoon shifts can fall apart because of knock on effects from am shift 

adjustments via this issue. 

Cost 

calculation 

method 

Number of minutes of rework (typical) by roster clerk rate by number of 

occurrences typically (estimate). 

Add these costs. 

Cost of lost services of not having right type of bus. 

Cost of administrative change. 

Roster clerk administration. 

Actual Cost 

Calculation 

Estimate 1 per month (12) * 1 hour * $ 61.00 approximately per hour – ASO6 

(Includes negotiation  and discussion time) 

$732.00 per annum 

netBI 

queries 

Nil 

Savings 

realisation 

Why make the type of bus part of the shift pick? Why make this information 

visible to the driver at all. A bus is a bus. 

Eliminate shift ownership, or if not, eliminate visibility of the type of bus from the 

shift picking process. 

Return to the ‘work is owned by ACTION’, and ‘drivers are paid to do the work’ 

paradigm. 

Move to lines of work and 40 hour week. ACTION to assign work. 

Remove practices from EA via negotiation. 

Other 

jurisdictions 

Does not exist as drivers do not own the work and most other jurisdictions 

operate rolling shifts. Work is assigned by the operator. 
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Can’t add school run to shift 

Description  Driver picks shift with bus type, and if there is a need to add a school run then 

the driver can refuse. 

Does not happen often. 

Increasing number of ‘general buses’. 

Can cause overloading on school run (and need to swap bus). 

How it is 

implemented 

Driver picks shift with bus type, and if there is a need to swap the bus, then the 

driver can refuse. 

Drivers pick the shift and the bus (bus is shown). 

Then ACTION may need to make an operational change (loading, run type i.e. 

school). 

Driver may then refuse to accept the change. Not all drivers refuse. 

Schedulers have to re work the shift and bus arrangement. 

EA Status In the EA, ACTION have tried to get all buses treated alike. The type of bus and 

the duty should not be something that the employee negotiates as the work is 

assigned. From time to time the most suitable class of bus may not be available, 

but drivers should accept what is provided. ‘we tried to get a bus is a bus’ rule 

Impact of 

the rule on 

operations 

Impact is in scheduling area – depots. 

Causes scheduling and administrative rework. 

This is a restrictive practice and an impediment to network scheduling and 

management prerogative in running the network efficiently. 

Cost 

impacts 

Cost of having to make an administrative change to the shift. 

$ scheduling time and cost, impact overall shift cost and peak vehicle, plus 

driver can ‘non drive’ until bus type is available. 

Might not meet PM peak, i.e. shortage. 

Will be a repeating error that needs to be fixed over and over unless dealt with 

permanently. 

Usually quick fixed (only for the day) by starters. 

Typically no feed back to scheduling to fix it in the network. 

Causes replication of the error and continuous impact. 

Afternoon shifts can  fall apart because of knock on effects from am shift 

adjustments via this issue. 

Cost 

calculation 

method 

Number of minutes of rework (typical) by roster clerk rate by number of 

occurrences typically (estimate). 

Add these costs. 

Cost of lost services of not having right type of bus. 

Cost of administrative change. 

Roster clerk administration. 

Actual Cost 

Calculation 

Estimate 1 per month (12) * 1 hour * $ 61.00 approximately per hour – ASO6 

(Includes negotiation  and discussion time) 

$732.00 per annum 

netBI 

queries 

Nil 

Savings 

realisation 

Why make the type of bus part of the shift pick? (Why make it visible? A bus is a 

bus). 

Eliminate shift ownership. 
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Work is owned by ACTION, drivers are paid to do the work. 

Move to lines of work and 40 hour week. ACTION to assign work. 

Remove practices from EA via negotiation. 

Other 

jurisdictions 

Does not exist as drivers do not own the work. Work is assigned by the 

operator. 

 

Impact of Union timing Runs (HASTUS) 

Description Risk of inefficiency of having timings done by unions. 

*This category to be read in conjunction with the 10 minute rule discussion 

How it is 

implemented 

Drivers can build excess time into the run. The value of the shift is paid until the 

next shift pick regardless of savings being found and reversed out. 

Drivers are not under pressure to meet timing points if runs have excess time. 

Some time is built in to increase the number of toilet break opportunities 

EA Status This is no longer being done by the drivers. 

Impact of 

the rule on 

operations 

If drivers do initial timings Network cost is higher than it needs to be due to 

contingency added to timings by drivers. A natural driver tendency is to time the 

run to prevent schedule pressure. 

Cost 

impacts 

Network cost is higher than required, non-optimised use of fleet and driver 

resources result. 

Cost 

calculation 

method 

The cost calculation of the impact is best assessed by assuming that the 

enhancements found since the network was implemented were largely due to 

initial conservative timings by drivers. 

Scheduling review systematically improves timings using HASTUS and data 

from netBI and Real Time Passenger Information to get actually achievable 

average run times. 

Scheduling now have a bank of information from which even new route timings 

can be estimated provided they include sections that have already been run.  

The only time manual timings will be required now is totally new runs, i.e. 

haven’t run a bus service before. 

Note some timings are wrong because of time of day issues or due to special 

construction issues. There is no quick way to separate these out.  

A good indicative estimate of the actual costs of the drivers doing the initial 

timings is: 

The savings that are removed from the network (after first review) 

As the first review for 2014 has not yet been performed we have used indicative 

figures provided by TAMS for the 2012 and 2012.5 networks. 

TAMS advise that the yearly saving obtained through the review of network 12 

was $401,922.51. 

*Note: some additional runs were added to newer suburbs and some frequency 

issues were also addressed however as demonstrable savings this is a 

reasonable representation of the quantum of the overall savings 

Actual Cost 

Calculation 

HASTUS calculation of Network 14 cost. 

Less subsequent network variation costing. 

$401,922.51 annual savings 2012 

As the union will no longer perform the initial timings, use of netBI average 

timings should provide a more accurate network in the future for each new 

network release. 
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netBI 

queries 

Nil 

Savings 

realisation 

Value of all improvements that reduce time from the original timing. 

Total value = value of time saved 

Please note that under current EA clauses ACTION are still paying for the 

amount saved until the  next shift pick. To improve realisation 

Abolish shift picking on seniority – use a rolling roster? 

Use lines of work not shifts. 

Other 

jurisdictions 

In all jurisdications that we have knowledge of the union does not do the timings. 

 

 

Repetitive running rule 

Description  Repetitive runs = no dead running 

There is no rule now 

Not in the EA 

Change of driver after 4 runs (was not official) 

Ignored  by ACTION – not in place now 

No such agreement see below 

Consultation 

27.2 of EA 

Start finish time change more than 10 

School run not on shift when picked 

300 series run not on shift (blue rapid) 

Bus allocated where possible 

Nothing in here re repetitive running 

Rule turned off in HASTUS 

How it is 

implemented 

No longer in place 

EA Status Not in EA 

Impact of 

the rule on 

operations 

This restrictive practice ceased in October 2014. 

Cost 

impacts 

The impact of this rule was additional cost due to bus and driver replacements 

or changes to roster that were not necessary. 

The negative value of this rule in the last network cannot be calculated in 

hindsight without turning this rule back on in HASTUS and re running the 

network calculations. 

As this will take 2 – 3 days to perform, the request is declined. 

Cost 

calculation 

method 

Not required 

Actual Cost 

Calculation 

No calculated – no longer applies 

netBI Nil 
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queries 

Savings 

realisation 

N/A 

Other 

jurisdictions 

From our knowledge of other providers we believe that this situation was unique 

to ACTION. 

 

  



 

Page 349 
 

 

Startup time 15 minutes per shift, and end of shift except broken (only 5 minutes start up) 

Description  Start up time and end of shift time reflect the driver tasks at start and end of 

shift. 

How it is 

implemented 

At the start of shift the driver must enter the depot, get the till, start the bus and 

conduct pre bus checks. At present 15 minutes is provided for this to occur 

unless the shift is a broken shift where it is 5 minutes. 

At end of shift drivers must park the bus, shutdown and have their daily takings 

counted. Drivers are provided with 15 minutes for this. 

Since these timings were implemented there have been major technical 

improvements to the money counting task at the end of day that significantly cut 

the time for this task. No adjustment of time has occurred to reflect this 

automation. (Originally this amount of time was driven by the original manual 

counting process, lockers, shift card). 

EA Status These timings are not present in the Enterprise agreement 

Impact of 

the rule on 

operations 

Lowers driving time and therefore driver kms. Also raises cost per km due to 

lowering of kms. All operators require start up and end of day time, but if the 

amount is excessive efficiency is lowered. 

Cost 

impacts 

Too much time lowers driving time for network tasks 

Cost 

calculation 

method 

Total shifts * 30 minutes * 55.73 

Actual Cost 

Calculation 

Value of sign-on and off for the network is the total $ value for (15 minutes, on 

and off) 

Total sign-on and off hours is 84,505 hours @ $55.73per driver hour (notional 

rate) 

Cost = $4,709,488 p.a. 

If the sign-on and off were adjusted to 10 minutes on and 5 off this cost would 

be halved 

$2,354,744 

netBI 

queries 

Sign-on time total 

Savings 

realisation 

To realise savings for this item ACTION will need to negotiate that sign off has 

been aided by technology and that the original timings are no longer warranted. 

Should be achieved within an EA framework, yet we note that it is not a formal 

EA condition and as such could be withdrawn. We also note that drivers 

continue to perform the manual counting of takings. This duplicates the auto 

counting process and prevents time savings.. 

The union have indicated that this manual counting can occur where there are 

peak hour queues for drivers paying in and is perhaps because there are 

insufficient machines available. This process should be investigated further. 

Other 

jurisdictions 

In other private jurisdictions sign on and start up varies depending on their depot 

layout, technologies and enterprise arrangements 

Metro start up 15, sign off 15minutes Total 30 minutes 

NSW start up 15, sign off 15minutes Total 30 minutes 

Private operators typically start up 10 sign off, 10 minutes, Total 20 minutes 

e.g. Logan bus services sign on 10 minutes, sign off 15 minutes 

Transit (Perth)  10 minutes sign on, 15 minutes sign off but this includes fuelling, 
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and cleaning out the vehicle (refer the Swan IR agreement) 

Logan and BT turnaround times 5 minutes cf. 10 minutes for ACTION. 

These sign on times feature in Fair Work Commission agreements relating to 

transport / bus. A wider range of agreements should be researched by ACTION 

to establish a target time, however technology has reduced the sign off time 

requirement (automatic counting process) but this has not been reduced. 

Additionally the starters process has also been enhanced. 

  

 

 

Savings from Shifts – drivers keep value of the shift 

Description  Savings generated by HASTUS are not able to be implemented until there is a 

shift spill. Drivers keep the original value of the shift until there is a shift spill. 

How it is 

implemented 

Via HASTUS, schedulers can make a timing saving to a shift. 

Under the Enterprise Agreement the driver must continue to be paid the same 

value for the shift until there has been a shift spill, i.e. the shift continues to be 

made up to 8 hours. 

This represents an ‘amount of money we are not allowed to realise as a 

saving’. 

Sometimes the elapsed time between the review of a shift and a shift spill can 

be as long as 2 years. 

Consequently the driver continues to be paid the shift saving for that number 

of weeks. 

Typically when there is a new network, there is a necessary review at some 

point within the next 3 months. 

It is this period during which the drivers stand to gain the most. 

This amount is contained within the numerically large standby time aggregate 

figure calculated earlier. 

EA Status In EA, (27.3.4 no change to allocated shift will reduce paid hours. Hours will 

only be reduced if a shift is vacant or at the time of the shift spill) 

Impact of 

the rule on 

operations 

Maintains high levels of standby time for shifts for the period up until to the 

shift spill. 

Lowers driver kilometres, lowers efficiency. 

Cost 

impacts 

Raises costs through deferral of efficiencies. 

Cost 

calculation 

method 

Apply a typical 3 month delay to aggregate savings from previous network 

reviews. i.e. Network 12.5 less network 12 provided $401,922.51 savings per 

annum. Reflecting a delay of 3 months this would indicate a lost saving of 

$401,922.51 / 4. 

Actual Cost 

Calculation 

Establish aggregate savings. 

Calculate savings p.a. from the review. 

Then multiply by % of year elapsed until implemented. 

Typical shortest implementation is 3 months. 

Deferral of the saving costs. 

$100,480.62 

netBI 

queries 

Nil 
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Savings 

realisation 

To reduce this cost the period between the saving being identified and rectified 

via HASTUS and the next shift spill should be shortened. 

As a practice after a network release conduct a network review as soon as 

possible and a shift spill immediately following this. 

Alternatively pursue the ‘shift ownership’ and ‘spilling’ processes in favour of 

direct work assignment by ACTION based on a 40 hour week and lines of 

work with a rotating roster. 

Other 

jurisdictions 

This practice does not feature in other jurisdictions 
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Cannot increase the number of split shifts without union agreement 

Description  Prevention of ACTION from optimising split shift – full time shift mix. 

How it is 

implemented 

Restrictive practice. 

Enterprise agreement limits ACTION from adjusting the number of split shifts 

without consultation. 

Increasing numbers of split shifts allows ACTION to reduce the level of standby 

time in each shift and optimise the network and resources. 

The impact of this clause is that it drives up the overall level of standby time for 

each driver and this represents an overall inefficiency and raises the costs of the 

network. 

This clause cannot be accurately costed because the whole network would need 

to be re run in HASTUS with this rule turned on and then off in order to model 

the difference. As this process can take upwards of 2 days we cannot model 

these different scenarios at this time. 

Suffice to say that this mix restriction is clearly an inhibition on best resource 

allocation via HASTUS and this should be removed if possible to allow the 

greatest flexibility in network modelling and where the required mix is an 

outcome of the modelling. 

Obtaining flexibility in use of part time staff and increasing the number of split 

shifts reduces the aggregate standby time built into the network and therefore 

the overall cost of operating the network falls as efficiency increases. 

Any IR requirement to maintain a particular % of full time shifts therefore 

increases the level of standby time and reduces the overall amount of driving 

time. Together with the 8 hour day guarantee and restrictions on the number of 

split shifts and ownership of runs, prohibition of changes to these owned runs 

without driver agreement, these clauses effectively combine to create an 

excessive level of standby time in the network and inflate the labour costs of 

operating the network. They are clearly a restrictive practice. 

We reason that the network should be ideally operating around a 40 hour week 

and on a ‘lines of work’ basis and this would effectively eliminate excessive 

standby time. See value of 8 hour block shifts section. 

Moving to assigned lines of work, and also a 40 hour week together with 

elimination of restrictions on split shifts would reduce if not totally eliminate 

standby time and the associated costs. 

(Standby time is the make up the time between the driving time and the 

guaranteed 8 hours) 

EA Status Enterprise agreement limits ACTION from adjusting the number of split shifts 

without consultation. 

ACTION increased split shifts because of peak work requirements. 

Union challenged ACTION’s right to change the mix within Network 14 and won. 

Union resists split shifts because of effect on standby time and full time 

numbers. 

Impact of 

the rule on 

operations 

Increases standby time, limits efficiency, limits management prerogative to 

make operational changes. 

Inefficiency – This rule restricts the optimal mix of full time to split shifts as 

determined by the HASTUS scheduling tool in developing the most efficient 

network. 

Prevents the most optimal shift arrangement. 

Cost 

impacts 

Raises cost per km and labour cost overall. 

Drivers could be in excess of scheduled requirement during some periods of the 
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day if there is no work to do and they are full time. 

There may also be insufficient driver resource at other times of day where a split 

shift may have been better suited. 

Possibly could cause more full time shifts than what is required in the future. 

Cost 

calculation 

method 

Not required – cost is contained within total standby time of the network. 

Actual Cost 

Calculation 

Not costed 

netBI 

queries 

Total standby time within the network. 

Savings 

realisation 

ACTION would need to eliminate this through EA negotiations on the grounds 

that it restricts optimisation of the network. 

Also a need to introduce casuals where no requirement for full time drivers. 

Other 

jurisdictions 

Most other jurisdictions operate split shifts without these restrictions. 

 

Public Holiday pay – Gained back from composite rate 

Description  Drivers are paid what the shift is valued at including overtime and penalties, 

spread split shift rate. 

7 of 11 public holidays that were included in the composite rate in 2003 have 

effectively been gained back. 

Effectively ACTION are therefore breaching the fundamental industrial principle 

of ‘not paying a penalty on a penalty’. 

ACTION are now paying compounded penalties for these public holidays. 

How it is 

implemented 

This breaches the intent of composite rate. Drivers and Transport Officers are 

paid a composite rate salary which includes a penalty component for public 

holidays, weekend work and other allowances and penalties, schedule 2, cl. 3.2. 

There are 11 public holidays specified in the ACTION EA, that were originally 

included as part of the composite rate of salary.  Of these, eight have been re-

negotiated, in previous EAs, to include additional payment for Transport Officers 

and seven for Drivers. 

The overall intent of the composite rate was that it absorb penalty rates for these 

public holidays 

Since the inception of the composite rate in 2003the unions have systematically 

gained back entitlement to leave loadings on the listed public holidays. This 

represents some $1,065,933 of additional payment for public holidays.  

The composite rate of salary should be a composite. A fundamental of industrial 

relations principle is to never pay a penalty on a penalty yet this exactly what 

has occurred here.  The value of a composite rate has been effectively eroded 

through these gains, such that the initial value of the composite rate  is now 

severely compromised. 

*The union have indicated that there were considerable benefits for ACTION in 

respect to maintaining public holiday services over xmas when other public 

service departments simply closed down. i.e. the penalty was in respect to 

maintaining services. They have also indicated that they do not regard this as an 

example of a penalty on a penalty) 
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They have indicated that the  following Public Holidays are now paid. 

Christmas Day and Good Friday  

(When the composite rate was introduced Buses didn’t run on Christmas day or 

Good Friday.) 

When, in the mid nineties drivers were required to work on these days, as a 

‘trade off’, they were turned into paid Public Holidays. 

Boxing day, New Year’s Day, Australia Day- These were converted to paid 

Public Holidays in exchange for the  three ( two Christmas shut down days  and 

Public Service Commissioner’s Day) ACT public service ‘shut down days’ 

between Christmas and New Year’s Day. The Shut Down Days were never a 

apart of the composite rate. 

Easter Monday- 

Family and Community day- This ACT public holiday was introduced 

subsequent to the introduction of the composite rate and was not used when 

calculating the composite rate. 

The union view is acknowledged but if the high cost of composite rate was 

intended to eliminate public holiday penalties, then the payment of penalties for 

these holidays  is not a desirable outcome and is a significant extra cost 

EA Status In the EA 

Impact of 

the rule on 

operations 

Raises costs, creates precedent for future claims. Effectively pays a penalty on 

a penalty and attacks integrity and purpose of the composite rate.  

Cost 

impacts 

Drivers paid $1,065,933 outside of ordinary overtime and split shift penalties. 

Cost 

calculation 

method 

Payroll analysis  

Actual Cost 

Calculation 

Payroll analysis – public holidays. 

netBI 

queries 

Nil 

Savings 

realisation 

Eliminate payments above the composite rate, return to integral composite rate 

or alternatively undo the composite rate. 

Other 

jurisdictions 

ACTION one of the few services where composite rate applies. 

 

*See Section 7.4 for summary table of costs and savings 
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D.3 Leave Type Summary 

EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

F3.1 Employees with access to flextime (or 

TOIL) will use flextime (or TOIL) for all 

absences of less than one day wherever 

practicable; however personal leave may 

still be accessed for these absences. 

Leave 

Below 

One day 

- TOIL 

Flexitime or 

TOIL can be 

used for all 

absences less 

than 1 day 

 

F4.1 Personal leave is available to employees 

to enable them to be absent from duty:  

a) because the employee is unfit for work 

because of a personal illness, or personal 

injury;  

b) to provide care or support to a member 

of the employee’s immediate family, or a 

member of the employee’s household, 

who is ill or injured;  

c) in extraordinary and unforeseen 

circumstances.  

Persona

l Leave;  

Part 

time pro 

rata - 

does not 

apply to 

casuals 

3.6 weeks (as 

per F4.14) 

 

F4.1

9 

After twelve months continuous service 

short-term temporary employees will 

receive 5.2 weeks of personal leave with 

pay. For every subsequent twelve months 

of service, short-term temporary 

employees will receive personal leave in 

accordance with subclause F4.14. 

Persona

l Leave; 

Tempor

ary 

Employ

ees 

5.2 weeks after 

12 months 

service 

 

F4.2

7 

Where personal leave credits have been 

exhausted, the head of service may grant 

an employee a period of unpaid personal 

leave for personal illness or injury or for 

the care of a member of the employee’s 

immediate family or household who is 

sick. 

Persona

l Leave; 

unpaid 

“A period” - 

actual 

hours/days is 

unspecified 

 

F4.2

9 

Temporary employees may be granted up 

to an aggregate of twenty days without 

pay in the first twelve months. 

Tempor

ary 

Employ

ees: 

Persona

l Leave; 

unpaid 

Up to 20 days in 

the first 12 

months 

 

F4.3

0 

The head of service may, when a 

personal illness or injury poses a serious 

threat to the employee’s life, grant an 

officer an additional period of paid 

personal leave for personal illness or 

injury. This leave may be at either full or 

half pay. Such leave will not be granted if 

the absence is due to a condition for 

which the officer is receiving 

compensation under the Safety, 

Rehabilitation and Compensation Act 

Addition

al Paid 

personal 

leave for 

threat to 

life, full 

or half 

pay 

“An additional 

period” - actual 

hours/days is 

unspecified 
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

1988. 

F4.4

8 

Subject to the approval of the head of 

service, an employee may request to use 

personal leave at half pay for absences of 

at least one week. Such absences will be 

deducted from the employee’s accrued 

credits at a rate of 50% of the period of 

absence. 

Persona

l Leave: 

on half 

pay 

Leave may be 

paid at half pay 

for absences of 

at least 1 week 

This does not 

align with a 

specific leave 

type taken, 

but has been 

included 

because it is 

an impost on 

the business 

when people 

can be 

absent from 

work for a 

week on ½ 

pay 

F4.5

4 

An employee who suffers personal illness 

or injury, or cares for a member of the 

employee’s immediate family or 

household who is sick, for one day or 

longer while on:  

a) annual leave; or  

b) purchased leave; or  

c) long service leave; or  

d) unpaid maternity leave; or  

e) unpaid parental leave; or  

f) grandparental leave; or  

g) accrued day off; and  

who produces a certificate from a 

registered health professional operating 

within their scope of practice, may apply 

for personal leave. 

Persona

l Leave: 

while on 

other 

leave 

  

F5.3 The head of service may grant a 

maximum of four days of personal leave, 

other than for personal illness or the care 

of the employee’s immediate household 

who is sick, in an accrual year, in 

extraordinary, unforseen or unexpected 

circumstances and where it is essential 

that the employee have leave from the 

workplace. These four days are in 

addition to the seven days personal leave 

without documentary evidence. 

Persona

l Leave; 

for 

reasons 

other 

than 

illness 

or injury 

Up to 4 days of 

personal leave 

with pay without 

the requirement 

for documentary 

evidence (as per 

F5.4) 

This may not 

align with a 

specific leave 

type taken, 

but has been 

included 

because it is 

an impost on 

the business  

F7.6 F7.6 For the purpose of subclause F7.5 

the basic leave entitlement is:  

a) in the case of 36.75 hour workers, 147 

hours annual leave for each full year 

worked; or  

Annual 

Leave: 

for 

36.75 

hour per 

week 

employe

147 hours  
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

es 

F7.6 F7.6 For the purpose of subclause F7.5 

the basic leave entitlement is:  

b) in the case of 38 hour workers, 152 

hours annual leave for each full year 

worked.  

Annual 

Leave: 

for 38 

hour per 

week 

employe

es 

152 hours  

F9.3 Employees may purchase leave in 

addition to the employee’s usual annual 

leave entitlement, up to a maximum of 

twelve weeks in any twelve month period, 

subject to head of service approval. 

Annual 

Leave: 

Purchas

ed 

Up to an 

additional 12 

week per year 

 

F9.1

7 

Purchased leave will be paid for by a 

fortnightly deduction from the employee’s 

pay over an agreed acquittal period not 

exceeding twelve months from the date 

the employee commences participation in 

the scheme. 

Annual 

Leave: 

Purchas

ed 

Payment terms 

for purchased 

leave may be up 

to 12 months 

long 

 

F10.

2 

Employees are entitled to be absent from 

duty on the following days:  

a) 1 January (New Year’s day), or, if that 

day falls on a Saturday or Sunday, the 

following Monday;  

b) 26 January (Australia Day), or, if that 

day falls on a Saturday or Sunday, the 

following Monday;  

c) the 2nd Monday in March (Canberra 

Day);  

d) Good Friday;  

e) the Saturday following Good Friday;  

f) the Monday following Good Friday;  

g) 25 April (Anzac Day), or, if that day falls 

on a Saturday or Sunday, the following 

Monday;  

h) the 2nd Monday in June (the day for 

the observance of the anniversary of the 

birthday of the Sovereign);  

i) Family and Community Day;  

j) the 1st Monday in October (Labour 

Day);  

k) Christmas Day, or, if that day falls on a 

Saturday or Sunday, the following 

Monday;  

l) 26 December (Boxing Day), or—if that 

day falls on a Saturday—the following 

Monday; or if that day falls on a Sunday or 

Monday—the following Tuesday;  

m) any other day, or a part of any other 

Public 

Holidays 

13 days plus 

any additional 

day declared by 

the 

Commissioner 

for Public 

Administration 

of the Holidays 

Act 1958 
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

day, declared to be a public holiday in the 

ACT in accordance with the Holidays Act 

1958; and, in addition,  

n) the next working day after Boxing Day; 

and 

o) any other day, or part of any day, 

declared to be a holiday by the 

Commissioner for Public Administration.  

F11.

13 

Employees are entitled to two days of 

paid absence during the Christmas 

shutdown period, which are the working 

days between 28 December and 31 

December inclusive. 

Christm

as 

shutdow

n: 

Employ

ees 

other 

than 

casuals 

2 days paid 

absence 

 

F12.

5 

 

 

 

 

F12.

12 

Employees are entitled to up to five days 

of compassionate leave on each occasion 

of the death of a member of the 

employee’s immediate family or 

household. The head of service may grant 

an additional paid or unpaid period of 

compassionate leave for this purpose. 

Compassionate leave will be granted with 

pay, except for casual employees and 

except where it is granted without pay 

under subclause F12.5 or F12.6. 

Compas

sionate 

leave for 

death of 

a family 

member 

5 days paid 

leave for 

employees plus 

an unspecified 

period of paid or 

unpaid leave. 

Unpaid leave for 

casuals. 

 

F12.

6 

 

 

 

 

 

F12.

16 

Employees are entitled to up to two days 

of compassionate leave on each occasion 

of personal illness or injury of a member 

of the employee’s immediate family or 

household that poses a serious threat to 

the person’s life. The head of service may 

grant an additional paid or unpaid period 

of compassionate leave for this purpose. 

Compassionate leave that is granted 

under subclause F12.6 is deducted from 

an employee’s personal leave balance. 

Compas

sionate 

leave for 

illness 

or injury 

of a 

family 

member 

2 days paid 

leave for 

employees plus 

an unspecified 

period of paid or 

unpaid leave. 

Unpaid leave for 

casuals. 

Note: as per 

F12.16, this 

leave is 

deducted from 

personal leave 

 

F13.

1 

Community service leave is available to 

employees to allow them to be absent 

from the workplace to engage in the 

following three distinct types of community 

service activities:  

a) jury service (including attendance for 

jury selection) that is required by or under 

a law of the Commonwealth, a State or a 

Territory; or  

Commu

nity 

Service 

Leave 

See below; is 

different for the 

3 types of 

Community 

Service Leave 

 



 

Page 359 
 

 

EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

b) a voluntary emergency management 

activity; or  

c) other recognised voluntary community 

service activity.  

F13.

6 

 

 

F13.

7 

Community service leave for jury service 

will be granted with pay to employees 

other than casual employees. 

If the employee is paid jury fees, this 

amount must be deducted from the 

employee’s pay less reasonable out-of-

pocket expenses. 

Jury 

Service 

Leave 

Leave with pay 

(other than 

casuals) as 

required by law;   

 

- less Jury fees 

and reasonable 

expenses 

 

F13.

13 

Eligible employees, other than casual 

employees, are eligible for up to four days 

paid community service leave for 

voluntary emergency management per 

emergency. 

Voluntar

y 

Emerge

ncy 

Manage

ment 

Leave 

4 days paid 

leave for all 

employees 

except for 

Casuals 

 

F13.

25 

Employees, other than casual employees, 

are entitled to up to three days of paid 

leave for community service leave to 

engage in a recognised voluntary 

community service activity within a twelve 

month period. 

Voluntar

y 

Commu

nity 

Service 

Leave - 

Paid 

3 days of paid 

leave for all 

employees other 

than Casuals 

 

F13.

27 

An employee may be granted unpaid 

community service leave to engage in a 

recognised voluntary community service 

activity, subject to operational 

requirements in the workplace. 

Voluntar

y 

Commu

nity 

Service 

Leave - 

Unpaid 

Unspecified 

days unpaid 

leave 

 

F14.

8 

 

 

 

Subject to subclause F14.4, an employee 

who is eligible for paid maternity leave is 

entitled to be paid for the first eighteen 

weeks of maternity leave and this 

entitlement is in addition to the Federal 

paid parental leave scheme. 

Maternit

y Leave  

18 weeks paid 

leave (In 

addition to 

Federal Paid 

Maternity 

Leave) 

 

F15.

3 

An employee is entitled to a period of 

unpaid special maternity leave for the 

duration certified by a registered medical 

practitioner as necessary. 

Special 

Maternit

y Leave 

- when 

an 

employe

e is unfit 

due to a 

pregnan

cy 

related 

Unspecified 

days of unpaid 

leave available 

to all employees 

including 

casuals  
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

illness 

F16.

6 

An eligible employee is entitled to 

eighteen weeks of paid leave in relation to 

each birth and this entitlement is in 

addition to the Federal paid parental leave 

scheme. To avoid doubt, the entitlement 

under this clause does not increase in 

cases of multiple births, adoptions or care 

and protection orders that apply to more 

than one child. 

Primary 

care 

Giver 

Leave 

18 weeks paid 

leave for each 

birth 

 

F17.

3 

An employee is entitled to up to two years 

of parental leave following the child’s 

birth, adoption or commencement of a 

permanent caring arrangement, less any 

period of maternity leave, primary care 

giver leave or adoption or permanent care 

leave which the employee has taken in 

relation to the same child. 

Parental 

Leave 

2 years (unpaid) 

leave including 

18 weeks paid 

leave 

 

F18.

4 

Under this clause, an employee is entitled 

to be absent on paid leave for a maximum 

of two weeks (ten working days) at, or 

near, the time of the birth, adoption or 

commencement of the permanent caring 

arrangement. The maximum absence 

may be increased by a further five days of 

personal leave for bonding purposes as 

per subclause F4.44. 

Bonding 

Leave - 

Paid 

2 weeks paid 

leave 

 

F18.

5 

In accordance with the National 

Employment Standards, an eligible 

employee is entitled to be absent up to a 

maximum of eight weeks of concurrent 

unpaid bonding leave in the first twelve 

months following the birth or adoption or 

commencement of a permanent caring 

arrangement for a child, subject to a 

minimum period of two weeks at a time 

unless a shorter period is agreed by the 

head of service. 

Bonding 

Leave - 

Unpaid 

Up to a 

maximum of 8 

weeks unpaid 

leave 

 

F19.

4 

An eligible employee may be granted up 

to fifty two weeks of grandparental leave, 

in relation to each grandchild under care. 

This leave may be taken over a period not 

exceeding five years. 

Grandp

arental 

Leave 

Up to 52 weeks 

unpaid over a 

maximum period 

of 5 years 

 

 

F20.

6 

An eligible employee is entitled to 

eighteen weeks of paid leave in relation to 

each occasion of adoption or 

commencement of a permanent caring 

responsibility. 

Adoptio

n or 

Perman

ent Care 

Leave 

18 weeks paid 

leave. Unpaid 

for Casuals 

 

F21.

4 

An eligible employee will be entitled to a 

period of paid leave proportionate to the 

Foster 

and 

Up to 10 days 

paid Leave 
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

duration of the caring arrangement per 

application and up to a maximum of ten 

working days/shifts per calendar year. 

Short 

Term 

care 

Leave 

F22.

5 

An employee experiencing domestic 

violence will have access up to a 

maximum of 20 days/shifts per calendar 

year paid leave, subject to the provision of 

appropriate evidence. Leave for domestic 

violence purposes is non-accumulative. 

Domesti

c 

Violence 

Leave 

Up to 20 Days 

paid Leave 

 

F23.

5 

An eligible employee will be provided with 

a credit of five days non-cumulative 

recovery leave on 1 April each year under 

the following conditions:  

a) the leave is to be taken within twelve 

months of the credit being granted, at a 

time agreed between the employee and 

the manager/supervisor; and  

b) those days not taken by the employee 

within twelve months of the credit being 

provided will lapse; and  

c) the credit is provided on the basis that 

the employee maintains appropriate 

attendance records and submits an 

application for leave on an approved form; 

and  

d) the leave taken at any given time must 

be in whole days up to a maximum of two 

consecutive working days.  

Recover

y Leave 

- Senior 

Officer 

Grade A 

and B 

and 

Equivale

nt 

Officers 

5 Days paid 

(credited) leave 

 

F25.

1 

 

 

 

 

 

F25.

2 

The eligibility requirements and 

entitlements for long service leave under 

the PSM Standards apply subject to the 

provisions of this clause.  

 

The head of service may grant long 

service leave to an employee to the extent 

of that employee’s pro-rata long service 

leave credits after seven years eligible 

service. 

Long 

Service 

Leave 

Entitlements for 

long service 

leave under the 

PSM standards 

apply. 

 Employees will 

receive payment 

on separation of 

any pro-rata 

entitlements 

after seven 

years eligible 

service 

 

Anne

x D 

To enable an employee to accompany the 

employee’s domestic partner for the 

period, or part of the period, of a posting.  

Accomp

any a 

domesti

c 

Partner 

on  

Posting 

Leave 

Unpaid Leave 

for the period 

during which the 

domestic 

partner of the 

employee is 

required to 

perform duties 
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

overseas, or 

interstate.  

Anne

x D 

To attend a ceremony associated with the 

death of an immediate or extended family 

member or for other ceremonial 

obligations under Aboriginal and Torres 

Strait Islander law.  

Attend 

Aborigin

al of 

Torres 

Strait 

Islander 

Ceremo

nies 

A maximum 

period of ten 

days in any two 

year period, in 

addition to 

bereavement 

leave (For 

employees who 

are Aboriginal of 

Torres Strait 

Islander descent 

only) 

 

Anne

x D 

For attending representative meetings in 

the capacity of an elected representative 

of the Aboriginal and Torres Strait 

Islander peak body.  

Attend 

Aborigin

al and 

Torres 

Strait 

Islander 

meeting

s  

Unspecified paid 

time to attend 

recognised 

meetings 

 

Anne

x D 

An employee who is selected by an 

official sporting body to participate as an 

accredited official or competitor with 

national or international sporting status.  

Attend 

sporting 

events 

as an 

accredit

ed 

competit

or or 

official  

Unspecified paid 

time unless 

otherwise 

agreed by the 

employee (May 

also be unpaid 

leave) 

 

 

Anne

x D 

To enable an employee to give evidence 

before a body or person before whom 

evidence may be taken on oath.  

Attend 

as a 

Witness 

Unspecified paid 

leave under 

prescribes 

circumstances 

or without pay 

under alternate 

circumstances 

 

Anne

x D 

This leave may be granted for one 

complete day or for varying periods over 

the week’s activities, totalling the 

equivalent of one complete day.  

Attend 

NAIDO

C Week 

activities 

1 day paid leave 

for employees 

who are of 

Aboriginal or 

Torres Strait 

Islander descent 

 

Anne

x D 

To enable the employee to give evidence 

on behalf of a staff organisation in 

proceedings at the Fair Work Commission  

Attend 

Proceed

ings at 

the Fair 

Work 

Commis

sion 

Leave with or 

without pay for 

the time 

necessary to 

present a case 

or to give 

evidence or to 
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

attend 

inspections 

conducted by 

the Fair Work 

Commission, 

plus reasonable 

travel time. 

Anne

x D 

An employee who is standing for election 

to the ACT Legislative Assembly, 

Commonwealth or State House of 

Parliament, or other legislative or advisory 

body approved by the Commissioner.  

Campai

gn for 

Election

s 

3 months unpaid 

leave 

 

Anne

x D 

Where an employee is affected by a 

disaster which has destroyed or 

significantly damaged the employee’s 

usual place of residence or its contents.  

Cope 

with a 

disaster 

3 days paid 

leave 

 

Anne

x D 

The entitlement to leave for Reserve 

Service is prescribed under the Defence 

Reserve Service (Protection) Act 2001.  

An employee may be granted leave (with 

or without pay) to enable the employee to 

fulfil Australian Defence Force (ADF) 

Reserve and Continuous Full Time 

Service (CFTS) or Cadet Force 

obligations.  

Defence 

Reserve 

Leave with pay, 

for up to four 

weeks during 

each financial 

year (this leave 

may accumulate 

and 8 weeks 

may be taken 

over a 2 year 

period. An 

additional 2 

weeks paid 

leave during the 

employees first 

year of service. 

Up to 3 weeks 

paid leave per 

years for 

Officers and 

Instructors. 

 

Anne

x D 

An employee who volunteers as an organ 

donor.  

Donate 

an 

Organ 

3 months paid 

leave in any 12 

month period 

 

Anne

x D 

To enable an employee to donate blood.  Donate 

Blood 

Paid leave for 

the time 

necessary to 

attend to give 

blood, including 

travel and 

reasonable 

recovery time.  

 

Anne

x D 

To enable an employee to engage in 

employment outside the ACTPS as part of 

a rehabilitation process under the Safety, 

Rehabilitation and Compensation Act 

Engage 

in 

employ

ment 

A maximum of 3 

years without 

pay 
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

1988.  associat

ed with 

compen

sation 

Anne

x D 

To enable the employee to engage in 

work or employment that the head of 

service considers is in the interests of the 

defence or public safety of the 

Commonwealth or the Territories.  

Engage 

in 

employ

ment in 

the 

interests 

of 

defence 

or public 

safety 

A maximum of 2 

years without 

pay 

 

Anne

x D 

To enable an employee to engage in work 

or employment outside the ACTPS where 

the head of service is satisfied that the 

employment is in the interests of the 

ACTPS.  

Engage 

in 

employ

ment in 

the 

interests 

of the 

ACTPS  

A maximum of 5 

years without 

pay 

 

Anne

x D 

To enable an employee to hold a full-time 

office in a staff organisation; council of 

staff organisations, or credit union, co-

operative society, building co-operative or 

similar body.  

Hold a 

Full-time 

office in 

a staff 

organisa

tion 

Unpaid Leave - 

the maximum 

period of leave 

that may be 

granted is the 

period for which 

the employee is 

elected to office, 

or in the case of 

a non-elected 

office, three 

years.  

 

Anne

x D 

To enable the employee to attend formal 

meetings, in the capacity of an elected 

office holder, of a local government 

council.  

Local 

Govern

ment 

Purpose

s 

Paid leave: 

5 days for a 

Mayor or 

President; 3 

days for any 

other position 
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

 

 

 

 

 

 

 

 

Anne

x D 

To enable officers and employees who 

have rendered operational service to be 

absent from duty when they are unfit for 

work because of war-caused injuries or 

diseases.  

Operatio

nal 

(War) 

Service 

Persona

l Leave 

Paid leave in 

addition to 

Personal Leave:  

On appointment, 

an eligible 

officer is entitled 

to nine weeks 

operational 

service personal 

leave.  

An eligible 

officer is entitled 

to receive an 

additional credit 

of three weeks 

operational 

service personal 

leave:  

12 months after 

the date of 

appointment; 

and  

24 months after 

the date of 

appointment; 

and  

36 months after 

the date of 

appointment.  

The maximum 

operational 

service personal 

leave balance 

that an eligible 

officer may have 

is eighteen 

weeks.  

Employees 

other than 

Officers:  

On 

engagement, an 
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

eligible 

employee is 

entitled to nine 

days operational 

service personal 

leave.  

An eligible 

employee is 

entitled to 

receive an 

additional credit 

of three days 

operational 

service personal 

leave:  

12 months after 

the date of 

engagement; 

and  

24 months after 

the date of 

engagement; 

and  

36 months after 

the date of 

engagement.  

The maximum 

operational 

service personal 

leave balance 

that an eligible 

employee may 

have is eighteen 

days.  

Where 

operational 

service personal 

leave credits 

have been 

exhausted, the 

head of service 

may grant an 

employee 

personal leave 

or a period of 

unpaid 

operational 

service personal 

leave.  

Anne

x D 

To enable an employee to attend a 

ceremony integral to the practice of the 

Religiou

s 

Purpose

Unpaid leave for 

a maximum of 

10 days in any 
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EB 

Ref’ 

Clause Wording Leave 

Type 

Provision Comment 

employee’s religious faith.  s two year period 

Anne

x D 

To enable an employee to attend an 

appointment for treatment or review as a 

returned soldier under the Veterans’ 

Entitlement Act 1986 (Commonwealth).  

Returne

d 

Soldiers 

for 

Medical 

Purpose

s 

A maximum of 2 

weeks paid 

leave in any 12 

month period 

 

Anne

x D 

To enable an employee to be absent from 

duty where the leave cannot be provided 

for elsewhere  

Take 

leave 

where 

leave 

cannot 

be 

granted 

under 

any 

other 

provisio

n  

A maximum 

period of 12 

months without 

pay, except 

where the head 

of service 

determines 

there are special 

circumstances, 

having regard 

to:  

a. the purpose 

for which the 

leave is being 

taken; and  

b. the length of 

service of the 

employee; and  

c. the length of 

the period for 

which the leave 

is being taken.  

 

In special 

circumstances 

the head of 

service 

determines 

whether leave is 

at full pay or half 

pay.  
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D.4 Estimates of Fare Revenue Losses 

Patronage Leakage           

No MyWay  

    

  

Sample period  from 1 September 2014 to 20 November 2014 (80 days)   

  Sample Period 

 

Annualised 

  Days Patronage 

 

Patronage Value  

Weekdays 54 31,870 

 

154,038 $235,526 

Saturdays 13 205 

 

820 $1,736 

Sundays 13 168 

 

672 $1,423 

  80 32,243 

 

155,530 $238,684 

Annualised Patronage 

   

17,879,099 $21,988,942 

% No fares  

   

0.87% 1.09% 

‘Invalid Transactions losses’ 

    

  

Sample period  from 19 November to 25 November 2014 (6 
days) 

  

  

Patronage observed 

 

671 

  

  

Violations 

 

7 

  

  

% Violations 

 

1.04% 

 

186,518 $286,231 

Bus not picking up passengers 

    

  

Sample period  from 19 November to 25 November 2014 (6 
days) 

  

  

Patronage observed 

 

671 

  

  

Violations 

 

0 

 

0 $0 

Total 

   

352,979 $524,915 

Sampled Patronage % leakage       1.97% 2.39% 
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APPENDIX E General Organisational Improvements 

E.1 Staffing and Structure 

ACTION & PT  2014 2014 2014 2014 2014 

Recommended 

Structural Changes 

 Funde

d 

Added Savin

gs 

Transf

ers  

Revised 

  FTE  $'000 $'000 $'000 $'000 $'000 

Administration       

Opening Balance 51  6,913     

Additions 1   244    

Transfers / savings  (26)    (799)  

(2,945

) 

 

Total Administration 26 6,913 244  (799)  

(2,945

) 

3,413 

Transport Officers       

Opening Balance 40  6,566     

Additions 1   143    

Transfers / savings  (6)    (698)   

 35 6,566 143  (698) 0 6,011 

Total ACTION 61 13,479 387  

(1,497

) 

 

(2,945

) 

9,424 

PT       

Administration       

Additions / Transfers 3   433    

Transfers / savings 21     2,945   

Total PT 24 0 433  2,945 3,378 

Total ACTION & PT 85 13,479 820  

(1,497

) 

0 12,802 

Note - For PT calculations have been done at 2014 ACTION Comcare 

rates. 

 

At the TAMS Comcare rate of 4% there would be additional savings of around 

$270k. 
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E.2 Fleet Strategy Framework 

The following is a framework for the creation of an overall Fleet Strategy. 

*Note a fleet replacement strategy is only one component of this framework 

1) Introduction 

i. Fleet Definitions 

ii. Fleet Strategy - Scope and Purpose 

iii. Roles and Responsibilities 

iv. Relevant Policies and Procedures 

v. Policy Implementation and Review 

2) Description of Fleet Strategy/Model 

i. Explanation of each element of the Model/Framework 

3) Fleet Strategy 

i. Fleet Strategy Goals/Objectives 

ii. Connections to Maintenance Strategy 

iii. Goals/Objectives of Maintenance Strategy 

4) Fleet Goal objective considerations 

i. Business Strategy 

a. ACTION Business Plan requirements and implications for fleet 

ii. Network requirements  

a. Routes, distance and suitable bus types (i.e. hub and spoke, busway, 

collector) 

b. Suitability for proposed routes, streets and roads 

iii. Environmental requirements 

a. Environmental requirements – legislation, policy implications on fleet 

b. Adopted standards, i.e. Euro 

iv. Safety requirements – legislation and policy 

v. Fleet Age 

a. Average age of fleet now 

b. Target age of fleet and how to move toward target age 

c. Legislative requirements relating to age 

d. Current best practice age other jurisdictions 

e. Age requirements of Transport for Canberra and other transport policies 

vi. Bus Life 

a. Bus life implications 

b. Number of major overhauls and type expected during life 

c. Expected bus life - retention period 

vii. Fleet type & composition 

a. Other drivers of fleet strategy i.e. DDA, Transport for Canberra 

b. Desirable Bus Type Mix 

c. Types Actual. Fleet, artic other, Capacities, Fuel types, weight, technologies 

d. Number of Types Desirable – approach to reduce to desirable number of 

types 

viii. Fleet retirement process 

a. Fleet retirement process – age, criteria for retirement, process 

ix. Maintenance implications & limitations 
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a. Maintenance requirements and impact on design and operation of 

maintenance facilities 

b. Equipment and training requirements 

c. Warranty 

d. Implications on maintenance and staff and training 

e. Technologies and implication on maintenance, skill sets 

x. Inventory 

a. Inventory implications 

b. Parts thresholds 

xi. Funding 

a. Funding requirements for purchasing program 

b. Funding financing decisions re Lease or buy i.e. consideration of federal 

government system 

c. Relationship of bus type to fuel efficiency and to fuel price 

xii. Replacement process 

a. Replacement requirements (Fleet replacement Strategy) 

xiii. Fuel implications 

a. Effect on fuel consumption and price thresholds 

b. Effect on fuel kms total 

c. Effect on fuel measurement/other i.e. refuelling/fuel systems 

d. Fuel measurement technology i.e. links with Canbus 

xiv. Specialist Technologies required 

a. Communications 

b. Doors 

c. Ride 

d. Air conditioning 

e. Fuel management integration 

5) Executive Endorsement of Framework Goals/Objectives 

6) Fleet and Maintenance Procurement relationship 

i. Involvement of Maintenance Function in Fleet Purchase Decisions 

ii. Consideration of Whole of Life Costs 

iii. Maintenance Budgeting 

iv. Maintenance Procurement 

v. Financial Summary 

vi. Disposal of Fleet Assets 

vii. Replacement optimisation 

7) Fleet Implications for depots and facilities 

i. Design requirements 

ii. Locations (links to current Facilities strategy) 

8) Standards and References 

9) Glossary 
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E.3 Maintenance Strategy Framework 

The following is a structural framework to be used to guide the creation of a 

comprehensive maintenance strategy utilising the Reliability Centered Maintenance 

model: 

1) Introduction 

i. Definition of Maintenance 

ii. Maintenance Management Framework - Scope and Purpose 

iii. Roles and Responsibilities 

iv. Relevant Policies and Procedures 

2) Description of Maintenance Management Framework/Model 

i. Explanation of Each Element of the Model/Framework 

ii. Application of Reliability Centred Maintenance (RCM) 

a. RCM Definition 

b. Core Principles of RCM 

c. 7 Steps in the RCM Process 

3) Maintenance Management Strategy 

i. Maintenance Management Goals/Objectives 

ii. Connection to Fleet Strategy 

iii. Goals/Objectives of Fleet Strategy 

iv. Executive Endorsement of Framework Goals/Objectives 

4) Service Level Agreements (SLAs) 

i. Definition of Customer 

ii. Explanation of Customer Service within Context 

iii. SLA between Maintenance and Operations 

iv. SLA between Operations Capability and Maintenance 

5) Fleet and Maintenance Procurement (link to a separate Fleet Strategy is 

recommended) 

i. Involvement of Maintenance Function in Fleet Purchase Decisions 

ii. Consideration of Whole of Life Costs 

iii. Maintenance Budgeting 

iv. Maintenance Procurement 

v. Financial Summary 

6) Maintenance Planning and Development 

i. Strategic Maintenance Planning – Application of Component Failure Curves 

(RCM) 

ii. Tactical Maintenance Planning 

a. Design of Preventative Maintenance Plans and Resources 

b. Identification of Appropriate Remedial versus Preventative Interventions 

iii. Maintenance Implementation 

a. Utilisation Measurement 

b. Maintenance Assessment 

c. Condition Monitoring 

d. Demand Management 

e. Immediate Intervention on high impact weak points 

7) Maintenance Execution, Assessment and Control  
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i. Balance between Preventative and Remedial Maintenance 

ii. Preventive Planning and Scheduling    

iii. Managing the Operational Impact of Remedial versus Preventative 

Interventions 

iv. Maintenance Information Systems  

v. Fleet Management Reporting   (Connections to the Management system) 

vi. Retention of Maintenance Information 

vii. Data Collection, Trend Analysis and Identification of High Priority Areas 

viii. Application of Institutional Problem Solving Model – utilising netBI for analysis 

ix. Executive Recognition and Endorsement of Analysis Results and Remedy 

Plans 

x. Measuring Maintenance Performance  

xi. Resources Optimisation 

xii. Refurbishment Plan 

xiii. Major Upgrades and Engine rebuilds – including ‘Make or Buy’ assessments 

xiv. Maintenance in preparation for Sale (fleet) 

xv. Disposal of Fleet Assets 

xvi. Replacement optimisation 

8) Continuous Improvement and New Technique Utilisation  

i. Work Health and Safety52 

ii. Risk Management 

iii. Fleet Improvement 

9) Strategic technologies 

i. GPS Tracking 

ii. Fuel Management 

10) Implications for depots and facilities 

i. Design requirements 

ii. Locations (links to Facilities Strategy) 

11) Operational Structure 

12) Standards and References 

13) Glossary 

  

                                                

52
 It is critical that safe work practices, egonomics, job design, process documentation and training occur in an integrated 

way within maintenance processes 
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Reliability Centred Maintenance (RCM) Model 

An explanation of the RCM method is set out below 

RCM Maintenance Framework & Techniques 

Phase Description RCM Techniques 

Effectiveness 

Phase 1 Definition of the maintenance 

objectives & KPIs 

Balanced Scorecard (BSC) 

Phase 2 Assets priority and maintenance 

strategy definition 

Criticality Analysis (CA) 

Phase 3 Immediate intervention on high 

impact weak points 

Failure Root Cause Analysis 

(FRCA) 

Efficiency 

Phase 4 Design of the preventative 

maintenance plans & resources 

Reliability Centered 

Maintenance (RCM) 

Phase 5 Preventative plan, schedule and 

resources optimisation 

Risk Cost Optimisation (RCO) 

Assessment 

Phase 6 Maintenance execution 

assessment and control 

Reliability Analysis (RA)& 

Critical Path Method (CPM) 

Phase 7 Asset life cycle analysis and 

replacement optimisation 

Life Cycle Cost Analysis (LCCA) 

Improvement 

Phase 8 Continuous improvement and 

new techniques utilisation 

Total Productive Maintenance 

(TPM) 

 

http://taylor.us.es/sim/documentos/resultados/ESREL08%20MM%20Framework.pdf 

  

http://taylor.us.es/sim/documentos/resultados/ESREL08%20MM%20Framework.pdf
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E.4 Incident Management 

The following is a list of procedure headings relevant to Incident Management and 

Control Centre Operation: 

MyWay module problems 

Animals – Stock on roadway 

Assisting a DDA passenger 

Bomb Threat 

Bus Breakdown on roadway 

Bus Collision – Car 

Bus Collision – Bus 

Bus Fire & Evacuation 

Catastrophic event (earthquake, plane 

crash) 

Use of CCTV – complaints & breaches 

CCTV footage release and usage 

CCTV compliance audit 

CCTV storage 

Congested platforms 

Contractor management of bus 

infrastructure 

Damaged bus – requires change 

Dealing with the media 

Diversion around incident – road blockage 

Emergency evacuation of an interchange 

Power failure at interchange 

Environmental spill or incident (oil gas, 

fluids) 

Event management (Sporting events) 

Fire in the communications room 

Interchange fire & evacuation 

Inappropriate behaviour on a bus 

Inappropriate behaviour at an interchange 

Assault on a bus 

Assault at an interchange 

Incident debriefing process 

Infrastructure, interchange or bus 

vandalism 

Interagency relationships & incident 

response 

Lost or missing child 

Lost or missing adult (dementia or other) 

Medical emergency on the bus 

Medical emergency at the interchange 

Objects thrown at bus 

Provision of first aid 

Bus radio failure 

Severe storms or weather incident 

Stalled bus 

Suspicious activity at interchange or on 

bus 

Suspicious package 

Traffic control at an incident 

Transferring passengers bus to bus on 

road 

Bus stop obstruction 
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APPENDIX F ACTION Policies and Performance (Since 
2002/3) 

F.1 DELIVERY MODEL 

F.1.1 Current Service Delivery Model 

ACTION is wholly owned and managed by the ACT government. ACTION is a 
government business unit (branch) within the Roads and Public Transport Division of the 
Territory and Municipal Services Directorate (TAMS) within the ACT Government. It has 
been granted the exclusive rights to provide bus services in the Territory, although other 
companies such as QCity and Transborder (owned by Comfort Delgro CabCharge- CDC) 
operate NSW – ACT services.  

F.1.2 Previous Service Delivery Models 

Up until 1 January 2002 ACTION was a fully-fledged Division within the Department of 
Urban Services (DUS) and as such was in control of all aspects of the business with 
completely separate budgets that formed part of the Departments overall budget. In 1997 
a new Executive Director was appointed to head ACTION and reported direct to the Chief 
Executive of the Department of Urban Services. There was an Advisory Board but it was 
inactive and had not met for some time. 

The new Executive Director was recruited specifically to develop and implement strategies 
to improve ACTION’s recent poor performance in regard to service delivery, cost control, 
loss of patronage and lack of customer service focus. Part of the strategy developed for 
ACTION to achieve these objectives included the following key aspects: 

 Efficiency program to reduce $7.7 million (annually) out of current expenditure  

 Developed a complete new network for Canberra 

 Sought to convince the Government to set ACTION up as State Owned Corporation 

 Placing greater emphasis on service delivery and customer focus across the 
organisation. 

An immediate focus was placed on service delivery throughout the organisation with the 
objective to restore the community confidence with the bus network, which had resulted in 
the patronage loss of 15% in 1996 arrested and stabilised during 1998. 

Following the (Roger) Graham Report in 1998 and extensive public and staff consultation 
a whole of Canberra network was re-designed and implemented in 1999.The main 
features of the redesigned network included a number of routes through routed from North 
to South to reduce the number of buses terminating in the City, introduction of standard 
routes 7 days a week, additional peak services and renumbering of all services.. These 
changes resulted in firstly stemming the patronage loss and then an initial 5% increase in 
patronage followed by 3.5% for each of the 2001/2002/2003 and 2004 years. 

An efficiency program was negotiated with the staff and unions as part of a replacement 
Enterprise Bargaining Agreement (EA) in line with Government policy and budgetary 
limits. The agreement was signed in the Industrial Commission in January 1999 for 3 
years with an option for a 1 year extension that was exercised from January 2002 when 
the required savings had been achieved. 
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In regard to the Governance issue ACTION was not able to convince the Chief Minister to 
set up ACTION as a Government Owned Business but she did agree to set ACTION up 
as a Statutory Authority. The Chief Minister was swayed by the then Secretary of Treasury 
who convinced her that a Statutory Authority was a more prudent way to go.  

F.1.3 CTION as a Statutory Authority (January 2002 to June 2006)  

The entity ACTION Authority was set up under the ACTION Authority Act 2001. The 
ACTION Authority Board was implemented on 1 January 2002. Note. In September 2001 
an interim Board was put in place to facilitate a smooth transition to the new Authority.  

On 19 June 2006, the Administrative (Miscellaneous Amendments) Act 2006 was 
introduced with the provision to abolish a number of independent statutory bodies, 
including ACTION Authority, effective from 1 July 2006, and to repeal the ACTION 
Authority Act 2001. From 1 July 2006, ACTION became a business unit of Territory and 
Municipal Services (TAMS). 

TAMS was formed on 1 July 2006 with the integration of the Department of Urban 
Services, Environment ACT, Australian Capital Tourism, Sport and Recreation ACT, 
ACTION Authority, Canberra Stadium Authority and parts of the Office of Sustainability. 

The Department was structured around four distinct groups, Community and Infrastructure 
Services, Enterprise Services, Environment and Recreation, and the Office of Chief 
Executive. ACTION Buses was part of the Enterprise Services network. 

ACTION as a business unit of TAMS reported to the Enterprise Services Network 
Executive Director who in turn reported to The Chief Executive of TAMS.  

Under the Statutory Authority model the Chief Executive of ACTION reported to the 
Chairman and Board of the ACTION Authority and for administrative purposes reported 
through the Chief Executive of the then Urban Services Department. 

F.2  ACTION DEVELOPMENTS 2002/03 TO DATE 

F.2.1 2002/2003 

Achievements: 

 Increase in patronage of 3.5% 

 Reductions in the number of accidents/incidents in the work place for staff and 
passengers 

 Implementation of a bus safety program for schools 

 Implementation of a bus modification project 

 Finalisation of new communications systems 

 Finalisation of the new Enterprise Bargaining Agreement (EA) 

 Installation of a workshop management system program 

 Progression towards developing an information technology strategy for the 
organisation’s business needs 

 Progression towards implementing an in-house vehicle inspection and registration 
process 

 Introduction of the ‘One Fare Anywhere’ –new fares schedule 

Progression towards providing compressed natural gas (CNG) powered buses as part of 
the proposed fleet replacement strategy 

Challenges 
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Improving the Interchange Environment – A review of Interchanges was conducted, 
highlighting the need to improve safety and security at Interchanges, for customers and 
staff. To work towards improving the Interchange, environment, The Authority conducted a 
forum to discuss the issue with the minister and stakeholders. Although a major challenge, 
progress was made during the year working towards a solution. 

Fares – The decision of the Independent Competition and Regulatory Commission that 
there should be no increase to the weighted average fare level for the next two years, 
presented a challenge to the Authority to keep costs within budget not only for the current 
year, but also for years to come. 

‘The Canberra Spatial Plan’, is the Government’s long term planning tool developed to 
assist the future planning of Canberra. With transport being a key component of spatial 
planning and a sustainable transport strategy and ACTION committed to work closely with 
other agencies in the development of this strategy in an ongoing manner. 

F.2.2 2003/2004 

Achievements 

The launch of the ACT Government‘s Sustainable Transport Plan in April 2004 with the 
Authority undertaking a substantial amount of work to assist in developing this plan. 

The new Radio Communication System that was UHF- based and improving personal 
safety for passengers and drivers by providing duress alarms, automated vehicle locators 
using Global Positioning System tracking, and direct back to base contact for drivers, 
along with the ability to handle voice and data communications was fully implemented 
during the year. 

A trial of evening services was introduced for services to Western Creek. The service was 
designed to maximise the use of resources in the evening, while providing ‘On demand” 
services from the Woden Interchange to Western Creek suburbs. The trial was successful 
and improvements were introduced in July 2004. 

Services changes were introduced in November 2003 that increased services to the 
Gungahlin area by 20%, expanding the coverage for Dunlop, Watson, Condor and Bruce 
CIT and general improvements across the network. 

Increase in the number of adult passengers for the fourth year in a row. 

The start for introduction of 42 compressed natural gas powered accessible buses over 4 
years together with 20 accessible buses that became available at very advantageous 
terms. 

A comprehensive Safety Management Program that takes into account security 
implications was finalised and being implemented 

F.2.3 2004/2005 

Achievements 

During the year an increase of 4.8% adult passenger numbers over the previous year. 
This was largely attributed to the new Xpresso services and increased frequencies on the 
Intertown services. 

New CNG refuelling station commissioned at the Tuggeranong Depot at a cost of $1.7 
million and is capable of fuelling 30 buses per hour. 

Funding for a further 11 compressed natural gas buses $4.84 million from the 
Government to increase numbers of CNG buses to 53 by 2005/2006.  
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F.2.4 2005/2006 

Achievements 

Adult patronage for 2005/2006 was 5.865 million, an increase of 12.4% on 2004 adult 
patronage of 5.220 million and again attributable to the successful Xpresso bus services 

Preliminary work commenced regarding options for a new ticketing system although no 
funding allocated in the 2005/2006 year. 

Introduction for a trial of bike racks on buses commenced in November 2005 with initial 
positive feedback from users. 

Substantial work was undertaken during the year in readiness for retrofitting of CCTV 
cameras to the ACTION fleet. Following the evaluation of tenders and final contract 
negotiations full implementation will occur. 

In May 2006 the ICRC announced that the weighted average price cap for ACTION Fares 
would be increased by 6% for 2006/2007. The increase took into account the rising cost of 
providing public transport in the wake of increases in fuel and operating costs. 

A number of improved service changes were introduced during the year, including an 
additional Flexibus service in north Canberra and improved frequency to some services. 
Network planning commenced for Network 06, which was scheduled for implementation 
around October 2006  

F.2.5  2006/2007 

Significant Activities during the Year 

Introduction of Network 06 December 2006 

 The 2006 review, Network 06, took into account the parameters of funds available, fleet, 
and the Certified Agreement. To operate within the available budget and better match 
resources with demand, a number of services were modified or removed based on low 
level of demand for those services. The changes made to the ACTION network in 
December 2006, were in, part made to achieve budget savings. The changes focused on 
the less patronised off-peak services. The changes also impacted some peak and 
shoulder services (services close to peak times) resulting in heavier loadings on some 
services as well as timing issues. Other factors contributing to the impact included traffic 
congestion on major roads, increased adult patronage and slow validation of tickets. 

ACTION subsequently introduced a number of measures to address these issues, 
including: 

 The extension of some peak services into off-peak 

 The addition of extra district services and the diversion of resources to higher 
demand trunk routes 

 The implementation of on-platform ticket validation as a time-saving measure. 

 The advertisement of pre-ticket sales and timetables 

 Improved fleet availability for morning peak 

 Earlier start times for some school services 

Further Network Enhancements 

On 5 February 2007, following feedback from drivers and customers, ACTION introduced 
37 additional services. On April 30 2007, ACTION introduced a further 84 trips. 

Future Network Reviews 
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In 1998, following the (Roger) Graham Report, ACTION had undertaken a major re-design 
of its network. The major change was the implementation of through-routing, where 
possible. Since that time the network has been modified annually, reaching a point where 
connectivity of routes and the efficiency of services are not at an optimum level, and 
therefore a complete ‘overhaul’ and review of the community’s public transport needs is 
required. 

As a result, in June 2007, ACTION engaged an international transport services consultant 
to review its bus services and to develop a comprehensive network service plan. 

Results of Network Changes 

There was a less than 1% reduction in total patronage during 2006-07. However there 
was a 4.3% increase in adult patronage. This was consistent with the Sustainable 
Transport Plan and the objective of increasing the modal share of adult journey to work 
trips on ACTION buses. 

 Number of pax boardings 16.764 million down from 16.827 million in 2005/2006 

 Number of kilometres travelled 22.514 million down from 23.450 million in 2005/2006 

 ACTION total costs $83.398 million down from $93.975 million in 2005/2006 

 Total cost /pax boarding $3.70 down from $4.01 in 2005/2006 

Total passenger numbers were slightly down and total kilometres were down by 936,000 

for the year following network changes. Total costs were significantly down by 

$10.577 million or 12.6% over 2005/2006.  

Future Focus for Business Improvement 

ACTION will finalise a Bus Fleet Replacement project to provide a strategy for the ongoing 
replacement of its bus fleet. The project will report on the status of the bus fleet, develop 
options for fleet replacement, undertake economic analysis and recommend preferred 
options. 

ACTION will also conduct a feasibility study into a replacement ticketing system, the first 
stage of a three-stage project to replace the ageing Wayfarer ticketing system. Major 
rebuilds on selected buses to extend their operating life from 12 years to 20 years will also 
be undertaken over the next twelve months. 

F.2.6 2007/2008 

The organisation structure and reporting requirements for TAMS and ACTION were 
similar to those that applied in the previous financial year. 

ACTION as a business unit of TAMS reported to the Enterprise Services Network 
Executive Director who in turn reported to The Chief Executive of TAMS.  

Network Reviews 

ACTION undertook a comprehensive review of its bus network – the first in ten years. To 
assist the planning process, through July and August 2007, ACTION sought the views of 
staff, the community, customers and potential customers in various ways, including 
feedback forms, on-bus surveys, meetings and passenger counts. A new network was 
designed by an internationally recognised consultant based on this information. 

Further community consultation on the proposed bus network plan occurred from 
November 2007 to January 2008. The community viewed the plan online, at Canberra 
Connect shopfronts and bus interchanges and community briefings were held across 
Canberra. In the order of 2500 comments were received, resulting in up to 20 significant 
changes to the network design. The final network plan was released in March 2008. 
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Due to limitations in the bus driver labour market, ACTION introduced the new network in 
a phased approach from 2 June 2008. 

Results of Network Changes  

 Number of pax boardings 16.922 million up from 16.764 million in 2006/2007 

 Number of kilometres travelled 22.258 million down from 22.514 million in 2006/2007 

 ACTION total costs $98.471 million up from $83.398 million in 2006/2007 

 Total cost /pax boarding $4.42 up from $3.70 in 2006/2007 

Total passenger numbers were slightly up and total kilometres were slightly down for the 
year following network refinements in February 2007. Total costs were significantly higher 
by $15.073 million or 18.1% over 2006/2007 eradicating the significant savings in the 
previous year and more.  

Ticketing Feasibility Study 

 ACTION completed a feasibility study for a new bus ticketing system at a cost of 
$143,000. A further $8 million was allocated for the replacement of the ticketing system 
with a view to using smartcard technology to provide user-friendly, flexible and reliable 
ticketing. This will benefit passengers and improve the reporting of ticketing information to 
allow the monitoring and review of services. 

The ticketing system replacement program will be undertaken over two years. 

Implementation of CCTV Technology and Security Measures 

$445,000 in capital funding was also provided to ACTION by the government to complete 
the installation of Closed Circuit Television cameras (CCTV) in the bus fleet. The cameras 
have contributed to the delivery of a safer and more secure public transport network for 
the Canberra community. In addition, further security upgrades were completed in 
ACTION’s two depots and bus interchanges including: 

 strategic positioning of CCTV at the depots and Woden Interchange with planned 
CCTV installation for Belconnen and Tuggeranong Interchanges 

 lighting improvements at Belconnen Interchange. 

Fleet Maintenance 

For the existing fleet, an additional $750,000 was provided for the undertaking of major 
engine re-builds in order to extend their operating life from 12 to 20 years. 

Fleet Replacement Strategy - New Fleet Acquisition 

 $8 million of capital funding was allocated for the purchase of 16 new compressed natural 
gas (CNG) wheelchair-accessible buses. These new buses will help provide a better 
service for people with a disability on a more economic and sustainable basis. 

The first two new buses were introduced into the fleet in June 2008 with the remaining 
buses to be rolled out by October 2008. 

ACTION also completed a 15 year fleet replacement strategy, exploring options relating to 
bus replacement, business growth and fuel choice. 

Up to $50 million will be allocated for the purpose of fleet replacement over the next four 
years, resulting in a modernised fleet that will meet the Commonwealth Disability 
Discrimination Act 1992 target of 55 per cent accessibility by 2012. Expressions of interest 
for the supply of 100 buses closed on 29 April 2008 and the proposals were assessed in 
May 2008. 

Concessional Travel 
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In October 2007, the government introduced concession travel at all times on ACTION 
Buses for holders of an ACT Seniors Card. This was previously only available during off-
peak periods. People 60 years or over, who are permanent residents of the ACT and not 
in paid employment for more than 20 hours per week, are eligible for an ACT Seniors 
Card. 

Wheel chair Accessible Services 

In response to an identified need in the community for greater flexibility in the transport 
service, the government also provided $626,000 to introduce a community-on-demand, 
wheelchair-accessible minibus service. The beneficiaries of this initiative included ACT 
seniors and others isolated in the community through lack of transport options – such as 
people with a disability, new migrants, and those temporarily unable to move easily in their 
community. With the support of the Department of Disability, Housing and Community 
Services, ACTION worked with the six regional community services to assist them to 
establish this service. 

Free travel for Cyclists Using Bus Bike Racks 

In October 2007, ACTION implemented a new government initiative to introduce free 
travel for cyclists using bus bike racks. To achieve this, the government provided $45,000 
per annum to cover the ongoing cost of fares forgone. 

Environmental Review 

In March 2007, the ACT Legislative Assembly’s Standing Committee on Planning and 
Environment commenced an Inquiry into services provided by ACTION. The Committee: 

 examined how well the bus service meets the needs of different segments of the 
community in the context of ACTION’s role as a mass transport provider 

 incorporated comparative analysis of bus transport operators in other Australian 
jurisdictions 

 focused on ACTION’s services within the context of the sustainable transport plan n 
A 

 provided guidance on principles and key priorities for future service planning. 

The Committee tabled the report in August 2007. 

 

Outcomes From Environmental Review 

In response to the report, the government provided additional funding through the 2007-08 
Second Appropriation Bill for a range of initiatives to build a better bus service, including: 
improved passenger information and marketing; the replacement of 100 older buses; and 
improvements to public transport infrastructure. These initiatives addressed many of the 
recommendations raised in the Committee’s report, including: 

 the promotion of public transport to the community through a number of advertising 
mediums and the refreshment of ACTION’s branding 

 upgrading bus signage to be Disability Discrimination Act 1992 compliant at major 
bus stops such as the Gungahlin Market Place 

 improving bus timetable information 

 upgrading ACTION’s website, including the provision of an online journey planner. 

Schools Transport Liaison Committee 

In 2007-08, ACTION re-convened the Schools Transport Liaison Committee. The 
committee includes representation from government and non-government school bodies, 
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the community and other government agencies. The committee provides advice, 
information and guidance to the Department of Territory and Municipal Services on the 
transport needs of ACT Government and non-government schools. Education group 
representatives are responsible for liaising with their members on school transport needs, 
new service proposals, and the coordination and introduction of new service requests. 

Rural School Bus Contracts 

Throughout the year the responsibility for rural school bus contracts was transferred from 
the Office of Transport to ACTION. ACTION has since entered into new three-year 
contracts from 2008 totalling $1.126 million. 

Collective Workplace Agreements 

In 2007/08, ACTION successfully renegotiated a three year Collective Workplace 
Agreement with unions and staff representatives. 

F.2.7 2008/2009 

Following new Administrative Arrangement Orders in November 2008, Shared Services 
was subsumed into the Department and a separate Department of the Environment, 
Climate Change, Energy and Water (DECCEW) was created. TAMS was restructured 
around five distinct groups: 

 Office of the Chief Executive (OCE) 

 Community and Infrastructure Services Network 

 Environment and Recreation Network 

 Enterprise Services Network 

 Shared Services Network. 

Under these new arrangements ACTION management reported through the new division 
of Enterprise Services Network Director who in turn reported to the Chief Executive Officer 
of TAMS 

Significant activities during the year 

Network Reviews 

Since the introduction of Network 08, ACTION has made a number of improvements to its 
network, including new express routes and additional bus services. This has been a result 
of feedback from customers and drivers. 

 

Results of Network Changes  

 Number of pax boardings 17.568 million up from 16.922 million in 2007/2008 

 Number of kilometres travelled 23.950 million up from 22.258 million in 2007/2008 

 ACTION total costs $107.859 million up from $98.471 million in 2007/2008 

 Total cost /pax boarding $4.50 up from $4.42 in 2007/2008 

Total passenger numbers were up and total kilometres were up for the year following 
Network 08 in June 2008. Total costs were significantly higher by $9.388 million or 9.5% 
over 2007/2008.  

Outcomes of Introduction of Gold Card Initiative 

The Government’s Gold Card initiative, introduced in July 2008, allows Canberrans over 
75 years of age to travel on ACTION buses for free all day. As at the end of June 2009, 
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6,511 senior Canberrans had registered as Gold Card holders. This represents 
approximately 45% of Canberrans aged over 75. In 2008–09 the record for Gold Card 
passenger boardings was 1,661 Gold Card holders boarding ACTION buses on one day.  

Outcomes of Bike ‘n’ Ride Program  

The Bike ‘n’ Ride program continues to grow in support with an average of 420 weekday 
boardings in March 2009. This result is a 20% increase on the February average of 348. 
Through the life of this program, ACTION has seen a 394% growth in bike rack usage. A 
record for the greatest number of bike rack usage in one day was achieved on 2 March 
2009 with 500 passengers using the bike racks. Bike racks have been fitted to 115 buses. 

Environment Management Strategy 

ACTION committed to reduce its carbon footprint and in order to achieve this, ACTION 
commenced developing a climate change response and sustainability strategy.  

Ticketing Feasibility Study 

 ACTION completed a procurement process for a new smartcard ticketing system with a 
proposed new ticketing system being introduced within the next 18 months. As part of its 
introduction, a community education program will be provided on how the smartcard 
system will work and the options available to customers to add value to their card.  

Future Focus for Business Improvement 

 ACTION will seek to implement government initiatives for the new Public Transport 
network plan, with more alternatives to service reliability through alignment with the 
Transport Planning section of the Department. 

Re-commissioning of Woden Depot 

A large component of the former Woden Bus Depot will undergo access and internal 
upgrading works so that buses can again occupy the site. The works will include improved 
access and upgrading of security fencing, lighting and fire safety services. Amenities for 
ACTION staff will also be upgraded. The work is expected to be completed in November 
2009. Most of the existing commercial tenants who occupy the southern end of the site 
will remain on site. 

F.2.8 2009/2010 

TAMS/ACTION Management Structure and Reporting 

In 2008, Ernst and Young conducted a Strategic Budget Review (SBR) of the 
department’s operations (excluding ACTION). The report contained 22 recommendations 
that would provide a more robust financial management framework and improve 
consistency in balancing service delivery and fiscal control throughout the department. 

The department implemented the majority of these recommendations including 
strengthened governance structures, improved planning and reporting practices, and 
introduced greater rigour in budget related processes. The remainder have a longer term 
focus and so are being implemented by transforming the relevant ongoing management 
activities. 

Under these new arrangements ACTION management reported through the new division 
of Transport and Infrastructure Director who in turn reported to the Chief Executive Officer 
of TAMS. 

Significant activities during the year 
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Network Reviews 

ACTION successfully introduced a REDEX trial – a new high frequency bus service from 
Gungahlin, through the City and Kingston to the railway station 

Developed a new action plan for accessible public transport  

Continued business and service improvements in ACTION 

Improved ACTION’s bus network to meet customers’ travel needs  

Implemented improvements to ACTION buses, including capital investment and 

improvements to bus shelters and seats  

 Increased the number of people using ACTION buses  

 Commenced buying 100 new buses over four financial years  

 Continued major maintenance works to current fleet  

 Commenced introduction of ACTION’s new ticketing system  

 Continued workplace reform to improve productivity and efficiencies  

Results of Network Changes  

 Number of pax boardings 16.939 million down from 17.568 million in 2008/2009 

 Number of kilometres travelled 25.532 million up from 23.950 million in 2008/2009 

 ACTION total costs $110.004 million up from $107.859 million in 2008/2009 

 Total cost /pax boarding $4.31 down from $4.50 in 2008/2009 

Total passenger numbers were down and total kilometres were up for the year. Total 
costs were higher by $2.145 million or 2% over 2008/2009.  

F.2.9 2010/2011 

Further changes were made to the TAMS Directorate’s organisational structure with the 
introduction of a Director General position rather than the former Chief Executive Officer. 
New divisions were created as follows: 

 Business Enterprises 

 Parks and City Services 

 Roads and Public Transport  

 Directorate Services  

Under these new arrangements ACTION management reported through the new division 
of Roads and Public Transport Executive Director who in turn reported to the Director 
General of TAMS. 

Achievements 

Several projects were undertaken to improve sustainable transport options. In November 
2010, ACTION implemented a new network (Network 10), which included the continuation 
and extension of the popular REDEX service, renamed Red Rapid. 

Public transport in the ACT was enhanced with the successful implementation of the new 
MyWay smartcard ticketing system on ACTION buses. 

 Improvements to ACTION’s bus network to meet customers’ travel needs  

 Implemented improvements to ACTION buses, including capital investment and 
improvements to bus shelters and seats  
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 Increased the number of people using ACTION buses  

 Delivered new buses as part of the 100 bus replacement program  

 Continued major maintenance works to current fleet  

 Completed the Introduction of ACTION’s new ticketing system (MyWay)  

 Continued workplace reform to improve productivity and efficiencies  

Results of Network Changes 

 Number of pax boardings 16.692 million down from 16.939 million in 2009/2010 

 Number of kilometres travelled 26.329 million up from 25.532 million in 2009/2010 

 ACTION total costs $117.000 million up from $110.004 million in 2009/2010 

 Total cost /pax boarding $4.44 up from $4.31 in 2009/2010 

Total passenger numbers were down slightly and total kilometres were up for the year. 
Total costs were higher by $6.996 million or 6.4% over 2009/2010.  

F.2.10 2011/2012 

The TAMS Directorate’s organisational structure was retained in similar format and 
reporting with the one in place for the previous financial year as follows: 

 Business Enterprises 

 Parks and City Services 

 Roads and Public Transport  

 Directorate Services 

Under these arrangements ACTION management continued reporting through the division 
of Roads and Public Transport Executive Director who in turn reported to the Director 
General of TAMS 

Achievements 

Several projects were undertaken in the context of the Government’s sustainable 
transport policies. In May 2012, ACTION implemented a new network (Network 12) which 
included services to the new Gungahlin suburbs of Bonner, Grace, Forde and Casey; 
improvements to existing services in Kippax, central Canberra, Fyshwick and Majura 
Park; improved connections across the network; and the addition of a high frequency link 
between Woden and Canberra Hospital.  

ACTION negotiated the purchase of 20 articulated buses – the first such buses to be 
purchased in over 20 years. These accessible, large-capacity and environmentally friendly 
buses start being delivered in 2012-13. 

 Provided new Bike and Bus as well as Park and Ride facilities  

 Upgraded bus stops and shelters to comply with disability standards  

 Increased the number of people using ACTION buses 

 Delivered new buses as part of the 135 bus replacement program 

 Continued major maintenance works to current fleet 

 Replaced the ageing radio communications system incorporating vehicle tracking 
and a duress system 

 Commenced implementation of a real time passenger information system  

 Completed the Introduction of a journey planner in association with Google 
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Priorities for 2012-13 included:  

 Continuing to deliver the Transport for Canberra program to improve public transport 
services and patronage through improved bus network and infrastructure planning 
and development. Initiatives to improve bus services include a feasibility study into a 
third major bus depot in the City’s north; the upgrade of Woden bus depot; ongoing 
development of the Belconnen to City transit way; and the real time passenger 
information project  

 Progressing capital works associated with the Transport for Canberra program, 
including the ACT and Australian Government funded Majura Parkway project; 
increasing the number of bus stops and shelters that comply with current disability 
standards; constructing on-road and off-road cycle and community paths; 
undertaking a program of bridge-strengthening works on commercial routes to 
upgrade their load-bearing capacity for road safety; and installation of additional 
bridge safety screens 

Results of Network changes 

 Number of pax boardings 18.289 million up from 16.692 million in 2010/2011 [10/11 
figures relate to old trading systems.] 

 Number of kilometres travelled 27.317 million up from 26.329 million in 2010/2011 
[NB: ACTION’s full-based figures – not reliable.] 

 ACTION total costs $123.479 million up from $117.000 million in 2010/2011 [Italics 
show $121.807 million  in 11/12.] 

 Total cost /pax boarding $4.52 up from $4.44 in 2010/2011 

 Total passenger numbers were up significantly and total kilometres were up for the 
year. Total costs were higher by $6.479 million or 5.4% over 2010/2011.  

F.2.11 2012/2013 

The TAMS Directorate’s organisational structure was retained in similar format and 
reporting with the one in place for the previous financial two years as follows: 

 Business Enterprises 

 Parks and City Services 

 Roads and Public Transport  

 Directorate Services 

Under these arrangements ACTION management continued reporting through the division 
of Roads and Public Transport Executive Director who in turn reported to the Director 
General of TAMS 

During 2012-13, public transport management and systems functions were centrally 
located within Macarthur House to improve coordination of public transport service 
planning and delivery. The public transport group now consists of ACTION (the bus 
operator); Network Planning and Development; Customer Experience and Strategic 
Project Delivery; Marketing and Communications; and Business Support Services. 

Achievements 

 Operate the Centenary Loop bus service to provide free transport daily to a range of 
Canberra’s top attractions 

 Improved ACTION’s bus network to meet customer’s needs 

 Implemented improvements to ACTION buses, including capital investment and 
improvements to bus shelters and seats 
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 Delivered new buses as part of the 135 Bus Replacement program 

 Continued major maintenance work on current ACTION bus fleet 

 Replaced the ACTION bus radio communications system incorporating vehicle 
tracking and a duress system 

 Continued implementation of a real time passenger information system 

 Completed the Introduction of additional MyWay reload agents across Canberra to 
improve bus patrons’ access to MyWay facilities 

ACTION 

At the end of June 2013 ACTION had 411 buses in service. This included 242 wheelchair 
accessible buses, 335 buses with bike racks and 206 Euro 3 emissions or better buses. 
ACTION continued its fleet replacement program, with 22 of the older articulated buses 
replaced with new low-floor accessible buses. This enabled ACTION to achieve the 31 
December 2012 Disability Discrimination Act 1992 (DDA) target for an accessible fleet of 
55 percent. A further $48.5 million was provided in the 2012-13 ACT Budget for 90 new 
DDA compliant buses to ensure ACTION is on track to meet the DDA target of an 
80 percent accessible bus fleet by 2017. 

To ensure the continued safety of public transport users, ACTION undertook a feasibility 
study into the replacement of the Closed Circuit Television (CCTV) units on buses which 
are approaching the end of their useful life. Further safety improvements undertaken 
included the upgrade of CCTV capabilities at the Belconnen depot and safety 
improvements at bus stations, including the trial of an automated messaging system at the 
Belconnen community bus station. 

Asset management remained a focus for ACTION in 2012-13 with a number of projects 
undertaken to upgrade facilities and equipment. These included the replacement of 95 
driver seats, replacement of passenger seats in 26 buses, replacement of 55 major bus 
components including engines, transmissions and differentials, upgrades to driver amenity 
areas across the network and upgrades to the Belconnen workshop and Tuggeranong 
depot and workshop buildings. 

Customer Experience 

To improve the reliability of service information for customers, work has been progressing 
on the implementation of NXTBUS – a real-time service information for public transport 
passengers. This system will be implemented across ACTION during 2013. The MyWay 
system continues to perform well and the recharge agent network will be expanded during 
2013-14. 

In 2012-13, ACTION continued to implement the ACT Government’s sustainable transport 
and environment policies by improving its bus network and infrastructure. In February 
2013 in response to community feedback, ACTION modified its Network 12 bus network. 
Included was a new Centenary Loop service, which offers free travel to most major tourist 
attractions between the City and the Parliamentary Triangle. The Centenary Loop 
recorded 52,498 passenger boardings between 4 February and 30 June 2013 and has 
been well received during Canberra’s Centenary year. 

Network Planning 

During 2013-14, a new bus network will be designed, consulted and implemented to 
continue to align Canberra’s public transport network with Transport for Canberra 
objectives. 

Future Directions 

In 2013-14 TAMS will: 
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 contribute to a major review of ACTION’s operations and performance 

 continue the fleet replacement program to improve customer comfort and meet DDA 
targets 

 extend the eligibility of free bus travel to more Canberrans by implementing the 
Government’s decision to lower the qualifying age for the Seniors Gold Card from 75 
to 70 years 

 continue the Centenary Loop service through to December 2013 

 investigate future bus depot requirements to facilitate growth and efficiencies in 
network operations 

 implement the NXTBUS real time passenger information system 

 upgrade bus stop signs to include NXTBUS information 

 continue to improve access to and promotion of the Nightrider bus service. 

F.3 LEARNINGS/COMMENTS  

The current model of governance clearly identifies ACTION as an operating service 
delivery division within TAMS and accountable for service delivery of transport services on 
behalf of the Government. 

With the changes in governance models has seen ACTION migrate from being a major 
stakeholder in activities such as the development of the ACT Sustainable Transport Plan, 
developed and introduced during 2003/2004, the transfer of activities such as 
procurement, marketing, planning and human resources to the centralised shared 
services within TAMS or Central government.  

This model is similar in a number of respects to that provided in other states that have 
privatised their bus operations. Whether the services are delivered by a private or by a 
Government operation the criteria for contractual arrangements should be similar. 

The overall objective should be to have an operator providing safe, reliable services to the 
community on behalf of the Government in an effective and economic manner. 

Privatisation in other states such as South Australia and Western Australia clearly 
demonstrated an initial significant reduction in costs and a sustained lower cost base with 
the changeover from Government to private operation. It should be mentioned however 
the Transmission of Business rules need to be taken into account should this avenue be 
pursued for the ACT.  

Contestability for private operators has also proven to be an effective mechanism for 
improving operational efficiency and costs while at the same time resulting in improved 
fleet and service delivery with the recent changes to contract renewal in metropolitan and 
outer areas of Sydney and also in Melbourne metropolitan areas.  

Contestability could also be introduced into a government operated service delivery model 
with appropriate KPI’s and targets being negotiated for contract renewal with achievement 
of targets being prerequisite for negotiation of following contracts. 

Sydney Buses operated by STA in NSW were recently given a new 3 year contract with 
performance targets to be achieved during the life of the contract. The performance of 
Sydney Buses during this 3 year period will have a significant impact to the Government’s 
position when the renewal of contracts for Sydney Buses is due for review in 2016. 

There is a compelling argument for contracts for service delivery being subjected to clear 
performance agreements with renewal of contracts being subjected to agreed 
performance targets. 
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With delivery of service by an incumbent Government Operator it needs to be recognised 
that they generally enjoy more favourable wage rates and conditions and in particular 
superannuation entitlements and this aspect impacts on the Transmission of Business 
rules. The gap between private operators and government operators, in metropolitan 
areas for wages and conditions is reducing over time. This in part is being driven in part 
by the industry medium age profile for bus drivers being greater than 50 for most 
operators necessitating higher turnover for staff in a competitive employment market. Also 
Work Health and Safety (WHS) requirements are progressively being introduced 
impacting on drivers conditions such as the provision of meal rooms and driving hours 
coming under National Standards. 

Service performance reporting  

Service delivery performance has historically generally been by the operator self-reporting 
with Government Departments sometimes conducting separate random checks. This 
reporting process that has been in place for many years has produced very subjective on-
time results that are generally in excess of real performance. This is due primarily to the 
labour intensity of measuring results and the lack of electronic hardware and software to 
review, analyse and produce results. 

Real time measuring of service delivery is the effective way to go and an example is the 
recently introduced PTIPS system that has been introduced in the Sydney Metropolitan 
area by Transport for NSW to measure on-time service delivery performance. This has 
taken this activity to a whole new level of interrogation and also the ability to identify 
causes both driver and traffic related. The accuracy of data produced reflects what is 
really taking place on a day-to-day basis and allows the operator and the department to 
focus on the real issues at hand and remedies for improvement.  

All service performance indicators are audited annually by the Auditor-General’s Office as 
part of end of financial year processes. The parameters for the capture of service 
performance data (through MyWay and netBI) have been previously agreed with the 
auditors.  
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APPENDIX G Service Delivery Case Studies 

G.1  PERTH 

G.1.1 Introduction 

This section provides our case study of bus service delivery developments in Perth and 
their effects - in particular on supplier market competition and contract prices, on service 
performance and on patronage. 

Until the mid-1990s, all bus services in Perth were operated by the WA Government-
owned operator, originally the Perth Metropolitan Transport Trust (MTT) and subsequently 
corporatised under the name MetroBus. Over the period 1995-98, all services were 
subject to open competitive tendering, in 12 area-based contracts. Since that period, all 
contracts have been retendered at least once, in some cases twice. 

G.1.2 Policy Context and Development 

Up to the mid-1990s, all bus services in the Perth metropolitan area (population c.1.85 
million) were provided by a single state government-owned operator, originally the Perth 
Metropolitan Transport Trust (MTT) and subsequently corporatised under the name 
MetroBus. 

More-or-less in parallel with the developments in Adelaide, in 1993 the Western Australian 
state government developed a strategy for bus reform, which (inter alia) recommended 
that the metropolitan services be allocated into area-based contracts and that these be 
opened to the market through CT. Consequently, services were initially allocated into 12 
area-based contracts, which were subject to CT over the period 1995-98. Initially, 
MetroBus was allowed to compete for these contracts, and went through a transformation 
and rationalisation process in an attempt to ‘get competitive’. While it initially won some 
small contracts, it soon became apparent to the government that its bids were not 
sustainable and that a healthy market of private sector operators was developing, so there 
was little benefit in retaining a public operator in this market. MetroBus ceased operating 
bus services in July 1998.  

G.1.3 Contract Features 

While the Perth contracts have been tendered over a staggered schedule, and for 
different periods, Perth is essentially now in its second or third ‘round’ of contracts for 
each area. While the contracts have evolved over time in the light of experience, the key 
features have changed little. In summary, they include: 

 area-based contracts (typical size 60-180 buses); 

 term of 10 years (i.e. with no renewal options– previously up to 7+7 years); 

 buses, depots and ticketing system provided by the authority; 

 a gross cost payment model (which provides the basis for tender bids) plus 
patronage incentive payments; and 

 shared responsibility for service development (in which the operator usually initiates 
changes that are then approved by the authority). 
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G.1.4 Experience under the competitive tendering approach  

The following provides a summary of the Perth experience with CT, addressing four main 
aspects: supplier market; pricing experience; service performance; and patronage. (The 
experience with CT in Perth has not been widely published to date.) 

G.1.4.1 Supplier Market  

Perth is an extremely isolated city, with the nearest city, Adelaide (indeed any urban area 
with a population exceeding 50,000), being over 2.5 hours flying time away. Given this 
and given the previous government's monopoly operation in Perth, initially there were 
concerns about whether a competitive supplier market for bus services could be attracted 
to the area. In the event, these concerns proved unfounded: in the first round of CT (1995-
98), bids from several reputable bus operating companies, including the three current 
Perth operators, were received for all contracts. A strong level of supplier interest has also 
been shown in the subsequent rounds of tendering, with four to five bids being received 
per contract, from the three ‘local’ operators plus one or two local, interstate or 
international operators. 

G.1.4.2 Pricing Experience  

Prior to the state government’s decision to open the market to CT, the government 
monopoly operator was generally regarded as one of the (if not the) most cost-efficient 
government-owned bus operator in Australia. Despite this, the average cost savings 
(measured in gross costs to government per bus service km) from the first round of 
tendering were estimated at in excess of 20%. In addition to these initial savings, there 
have been further, smaller savings in tender rounds 2 and 3. For example, the four 
contracts tendered most recently (over the last two years) have resulted in gross cost 
savings, relative to previous competitively-determined prices and on a like-for-like basis, 
of approximately 4% in each of 3 contracts and 10% for the fourth (5.5% unweighted 
average). Given the gross annual cost of operating the Perth bus system of around $300 
million, a 5.5% reduction would, if achieved over all bus contracts, represent some $165 
million saving over the 10 year life of the present contracts. 

The continuing cost savings through CT, even after three tender rounds over some 15 
years, appear to reflect the ongoing keen competition for contracts between the three 
current Perth operators plus others attempting to enter the market and continued 
innovation to reduce costs. Bid prices among the leading bidders have been very close for 
most of the recent tenders, reflecting a situation where the operators have excellent 
knowledge of local operating costs and risk profiles. The evidence thus indicates that 
recent contract prices are likely to be very close to the lowest sustainable level in the 
current operating environment, and that further significant price reductions (or increases) 
are unlikely in future retendering of the contracts.  

G.1.4.3 Service Performance  

The Perth evidence shows considerable improvements in service performance and quality 
aspects since competitive tendering was introduced. Transperth (the state government 
public transport contracting and funding authority) has been undertaking, through 
independent market research consultants, an annual ‘Passenger Satisfaction Monitor’ 
(PSM) survey on a consistent basis since the early 1990s. Over the period 1996-2013, 
passenger satisfaction with the bus services overall has increased from 76 to 82 (out of a 
maximum score of 100). Over this same period, satisfaction on particular aspects has 
changed as follows: overall satisfaction with most recent trip (91 to 94); punctuality 82 
(unchanged); cleanliness on board (87 to 93); and on-bus information (56 to 86). While it 
is difficult to rigorously ascribe cause and effect, all indications are that most of these 
improvements in performance are a direct result of the CT regime and its associated 
performance management system. For example, the greatest improvements occurred in 
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the earlier years of CT; and it is clear to those involved in management of the contracts 
that the operators compete with each other to obtain the best PSM scores, partly in the 
knowledge that these will be taken into account in the evaluation of all future tender bids. 

G.1.4.4 Patronage 

Through the 1980s, bus patronage (total boardings, including transfers) in Perth was 
more-or-less static, before falling during the 1990s to the lowest level in the modern era in 
1998/99 (45 million boardings p.a.). That year saw the completion of the first round of 
tendering, and bus patronage has increased in every year since: in 2012/13, 84 million 
passengers were carried, an increase of 87% over the 1998/99 level. The increase in bus 
patronage per capita over the period has been about 35% average (2.1% p.a.) after 
allowing for the 40% rise in population that occurred. This is a strong result, having regard 
to growth in other Australian cities. It also covers the period during which a new rail line 
was opened, with the line (to Mandurah) now having the highest patronage of Perth’s five 
rail lines. While most of the former bus services in the rail corridor were reoriented to 
operate as rail feeder services, there was undoubtedly an overall loss of bus passengers 
to rail.  

It has not been possible to quantify the extent to which the CT regime has contributed to 
the patronage increases since 1998/99. However, all the evidence indicates that the 
contribution of CT has been substantial, particularly in two respects: (i) the CT contracts 
include incentives for operators to redesign their services to increase patronage, which 
has resulted in substantial service changes and frequency improvements and led to some 
substantial patronage gains; and (ii) as noted above, the CT regime has also been a 
major driver of service quality improvements (in the eyes of passengers), which has 
undoubtedly been a significant factor in attracting and retaining patronage.  

G.1.5  Conclusions 

It is thus concluded that, relative to the previous (government monopoly) system, the CT 
approach has made substantial contributions to increasing Perth’s bus service levels, 
service quality and patronage. These results are essentially similar to those in Adelaide 
(Bray & Wallis 2008) – perhaps unsurprisingly, given the similarities in the CT regimes in 
the two metropolitan areas. 

G.2 ADELAIDE 

G.2.1  Introduction53 

This section provides our case study of bus service delivery developments in Adelaide 
and their effects, focussing in particular on the most recent (2011) tendering round (which 
proved somewhat controversial).54 

Up to the mid-1990s, all bus services in the Adelaide were provided by a single 
government-owned agency, the State Transport Authority (which had taken over private 
bus services operated in the Adelaide area in the period 1974-76). In the late 1990s, all 

                                                

53
  This section is largely based on a recent Thredbo conference paper; ‘The contracting of urban bus 

services - recent Australian developments’. Wallis IP and Bray DJ. Thredbo 13 Conference on Competition 
and Ownership in Land Passenger Transport, Oxford, September 2013.  
54

  Further information on the earlier Adelaide experience with the competitive tendering model is given in the following 
papers: 

Wallis IP & Bray JD (2001). Competitive Tendering for Bus Services: the Improved Adelaide Model. Papers of the 7
th
 

international Conference on Competition and Ownership in Land Passenger Transport, Mode, Norway, June. 

Bray DJ & Wallis IP (2008). Adelaide Bus Service Reform: Impacts, Achievements and Lessons. Research in 
Transportation Economics, 22 pp 136-136. 
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the bus services were subject to open 
competitive tendering, in 7 area-based 
contracts. These contracts were subsequently 
retendered, in 2000, 2005 (some contracts) 
and 2011. 

G.2.2 Historic Context 

The public transport system in Adelaide, a city 
of some 1.2 million people, was provided by a 
government monopoly operator until 1994, 
when a process to competitively tender bus 
services commenced. In that year the 
government established a public transport 
planning, management and funding authority 
(called the Authority hereafter) and a separate 
government corporation that operated bus, 
train and tram services. Two rounds of 
competitive tendering of bus services resulted 
in private companies winning the rights to 
operate all bus services, with contracts 
commencing in 1996 and 2000. Competitive 
re-tendering of some contracts occurred in 
2005 when one operator was unable to meet 
the conditions for an extension to its 
contracts. Prior to the recent tendering of 
contracts (discussed below), all the contracts 
were to expire in April 2010. The seven 
contracts were provided by three private 
operators: all were judged to be providing a 
good quality of performance, with rising 
patronage, and with contract prices that had been established following several rounds of 
competitive tendering and which could be reasonably judged to be cost-efficient. 

The Adelaide CT bus service procurement model was originally developed in 1994/95 was 
subject to a major review and redesign in 1997/98 following initial experience and since 
then has been further fine-tuned. Its performance has been extensively appraised and 
documented, including papers at several past Thredbo conferences (Gargett & Wallis 
1995; Radbone 1997; Haliday & Coleman 1998; Wallis & Bray 2001; and Bray & Wallis 
2008). The model has also been studied by others (e.g. World Bank 2005 and NERA & 
TIS.PT 2001). The Adelaide model is generally considered to have been successful and a 
good example of a performance-based gross cost contract arrangement with strong 
patronage incentive payments and with a substantial role for the operators in service 
planning. CT in Adelaide reduced unit operating costs by between 26% and 31% 
(depending on the counterfactual) between the start of the CT process in 1994/95 and the 
outcome of the previous tender round in 2006/07 (Bray and Wallis 2008). 

G.2.3 Recent developments—retendering 

Figure 2: Contract Areas Prior to 2011 
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In 2008, the state government started to consider what to do following expiry of the bus 
contracts in 2010. The work, reported in Wallis et al (2010), developed and assessed two 
strategic options: (a) competitive tendering; and (b) contract rollovers (or amended 
contracts) negotiated with the incumbent operators, most likely for a term of around five 
years (with an expectation thereafter of reverting to CT) - but with CT as the fall-back 
position if negotiations were unsuccessful. 

The work concluded that, in the prevailing situation in Adelaide (including the good 
performance and efficient cost levels of the existing contracts), the negotiated contract 
taken on approach was strongly preferred against quality criteria and, on balance, 
preferred with regard to supplier market and cost criteria. It was also supported by an 
assessment against international differentiating factors. Competitive tendering was seen, 
in the particular situation, as having relatively high downside risks and relatively low 
upside rewards. This led to a strong case for pursuing option (b) above, i.e. a negotiated 
contract-based strategy with CT as the fall-back option.  

Despite this advice, and for reasons that are not explicit, the government decided to 
proceed with CT. Given the (then) imminent expiry of the existing contracts, the authority 
negotiated a short-term extension of all contracts to June 2011, in order to allow time for 
changes to contract conditions to be developed and the CT process to take place. 

The new contracts that were developed involved some quite substantial changes from the 
previous contracts, including: 

 the contract term was amended from 5+5 years to an initial term of 8 years with the 
option of a 4 year extension 

 the small City Free contract was amalgamated with the East-West contract area 
(see Figure 2) 

 the payment component related to patronage was substantially reduced, virtually 
removing any incentive for operators to redesign their services to increase 
patronage 

 responsibility for service planning was taken on by the authority (having previously 
been a joint function with the operators) 

 performance criteria were tightened, including stricter on-time running requirements 
and increased penalties 

A two-stage CT process took place in the second half of 2010: an Expression of Interest 
stage in July/August 2010, which resulted in eight responses; and a Request for Tender 
stage in December 2010, in which seven of the eight companies submitted full tenders.  

G.2.4 Tender assessment, results and issues 

The assessment of tenders in 2010/11 was conducted in a manner similar to previous 
tender rounds (see also Wallis & Bray 2001). The results of the assessment process were 
that: 

 Australian Transit Enterprises (ATE) retained the Outer North, Outer South and Hills 
contract areas, with its market share (proportion of the total contract bus fleet) 
increasing from 19% to 32% 

 Torrens Transit (TT) retained only the East-West contract area, with its market share 
falling from 67% to 31% 

 a new bus operator, Transfield Services (Australia) (TSA) won the Outer North East 
and North-South contract areas (which had previously been held by Torrens 
Transit), giving it the largest market share, at 37% 



 

Page 396 
 

 

Two matters were of particular consequence in the tender assessment: sustainable 
competition requirements; and the experience of the tenderers and the financial viability of 
their tenders. 

The first of these matters relates to requirements in the SA Passenger Transport Act 
under which CT occurs, specifically that: 

 “service contracts should not be awarded so as to allow a single operator to obtain a 
monopoly, or a market share that is close to a monopoly, in the provision of regular 
passenger services within Metropolitan Adelaide” (section 39(3)(a)(i)) 

 “sustainable competition in the provision of regular passenger services should be 
developed and maintained” (section 39(3)(a)(ii)) 

The objective of these conditions was to ensure that the contracting market would be 
competitive over the longer term and that, in the event of a failure of one contractor, 
others could be engaged as a short term measure to step in and operate the failed 
services. 

TT had, in 2005, been awarded three contracts that involved two-thirds (67%) of the bus 
fleet associated with all contracts. A review by the South Australian Auditor-General of the 
contracts expressed the view that the competition conditions had not been adequately 
addressed in the 2005 awarding of tenders. For the conditions to be met in the recent 
round of tendering, it was clear that TT could not be awarded more than two contracts. 
The actual outcome was that TT was awarded only one contract, though primarily for 
reasons to do with the relative pricing of competing bids rather than the market share 
constraint.  

The second matter referred to above relates to the awarding of two contracts to TSA, a 
new entrant to the market. At the time TSA was seemingly an unqualified bidder, with a 
“lack of experience in provision of bus passenger services” and a “lack of directly relevant 
experience”, and which “had not previously operated passenger bus services” (AG 
2011:23, 25 and 33). Cabinet was advised that TSA had “very limited or ‘minimal’ 
experience in the operation of public bus services” (ibid: 33). This is a more generous 
assessment relative to the assessment of no experience indicated above. Cabinet is 
reported to have been advised that “whilst the introduction of TSA to one contract area 
would be ‘relatively low risk’, introduction of TSA to up to three contract areas had been 
considered” (ibid:33). The Auditor-General indicated he was “satisfied that Cabinet was 
appropriately advised of the risk associated with the recommended option” [to award two 
contracts to the company] (ibid: 33).  

Concern about low TSA bid prices was identified in the course of tender assessment, in 
particular with regard to the North-South (N-S) contract area. The TSA tender appeared to 
be based on very optimistic dead running times, which led to low estimates of bus and 
driver requirements. Company management assurances were sought, and accepted, 
regarding the viability of its tenders, though it seems no evidence was sought to support 
the assurances nor were stricter conditions imposed to protect the government from a 
potential heightened risk. This raises the question about the rigour of the government’s 
evaluation of the very ‘keen’ tender prices, relative to known benchmarks established for a 
relatively mature CT market, submitted by a company with no prior similar bus operating 
experience. 

In the event, it transpired that the identified concerns were valid, as was rapidly 
discovered once the TSA N-S contract started operation and a shortfall of both buses and 
associated drivers was immediately apparent – with consequent adverse impacts on 
service delivery. One of the conclusions of the earlier review (Wallis et al 2010) of whether 
it was appropriate to competitively tender or negotiate was that CT in such cases would 
involve relatively high downside risks: this certainly turned out to be true in this case.  
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G.2.5 System performance outcomes 

G.2.5.1 Price Outcomes 

In June 2011, immediately prior to the start of the new contracts, the total (gross) annual 
cost to the authority of all the Adelaide contract bus services was around $160 million 
(excluding government administration costs). This cost level had been negotiated with the 
operators for the contract extension period, and was some 7% below the prices for the 
original contracts. Based on the tender prices for the successful tenderers, a cost saving 
of around 5% from the immediately prior contract prices was anticipated, with about half 
the saving relating to the TT and ATE contracts, the other half to the TSA contracts. 

Figure 3 illustrates what has occurred in the period since the new contracts started (July 
2011 for ATE and TT, October 2011 for TSA): all costs are expressed per bus kilometre, 
excluding inflationary adjustments. The expected 5% saving was achieved initially, for the 
period October 2011 to June 2012. Subsequently, this saving has been eroded as a result 
of: (i) agreed amendments to TSA timetables in July 2012, in large part relating to 
increases in running times to improve service reliability; and (ii) the transfer of 6 routes 
from TSA back to TT in May 2013, to help in overcoming TSA’s ongoing operational 
problems. The overall result has been that, since May 2013, total authority gross costs 
have been about 2% higher than the costs immediately prior to the new contracts (but still 
5% below the costs for the original contracts). The one-off transaction costs of CT and the 
transition costs associated with the introduction of the new operator would be additional to 
these gross contract costs. 

 

Figure 3: Adelaide Total Contract Cost per Bus Km – New Contracts 

G.2.5.2 Service quality performance and patronage outcomes 

Since the new N-S contract started in October 2011, its operational performance has been 
very poor, with around 40%-50% of services running five minutes or more behind 
schedule (see Figure 4). It was only after some 18 months operation that the performance 
showed signs of improvement. By contrast, late running for the other contracts has been 
markedly better, at around half the rate for the N-S contract. TSA’s other contract, the 
Outer North East (ONE) service area, has performed at a similar level to other contract 
areas. This may be attributable to the high operating speeds possible on the Adelaide O-
Bahn (which accounts for a substantial proportion of total bus kilometres operated in this 
area), which may have afforded some protection from otherwise optimistic dead running 
times. 

Up to 5% of scheduled trips in the N-S contract area did not operate in the early stages of 
the current contract, though there has since been a gradual improvement to around 1% 
(see Figure 5). By contrast, the ‘did not operate’ proportion for the other contracts (on 
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average) has generally been under 0.5% over the same period. The performance of the 
ONE contract has been worse than this average, but significantly better than for the N-S 
contract.  

Figure 6 shows patronage trends for the N-S contract and for all other contracts combined 
over the 18 months period since the start of the new contracts (patronage figures 
expressed relative to the last 12 months of the old contracts). Somewhat curiously, the N-
S contract patronage trends were positive in the first few months. However, in early 2012, 
there was considerable adverse media coverage of the quality performance (on-time 
running etc.) of the N-S contract, and it appears that this coverage (rather than the 
objective performance itself) resulted in a substantial fall in patronage for quite a number 
of months. 

 

 

Figure 4: Adelaide Late Bus Trips (≥5 mins) July 2011– June 2013 

 

Figure 5: Adelaide Bus Trips Not Operated July 2011– June 2013 
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Figure 6: Adelaide Bus Patronage Trends July 2011– June 2013 

 

G.3 METRO TASMANIA 

G.3.1 Overview of legal and organisational developments 

The Metropolitan Transport Trust (MTT) was established as a statutory authority in 1955. 
It took over the operations of both the Hobart City Council tramways and the Launceston 
Municipal Tramways. It also operated omnibus services in both those centres. In 1960, 
the MTT acquired the operations of Norton Coaches, which provided bus services in the 
Burnie area.  

In July 1990 the control of the MTT passed from the Minister's office to the Department of 
Roads and Transport as part of a general reorganisation of the State Service 
administrative control. The MTT was trading under the name of Metro Tasmania (Metro). 
Prior to that time Metro was a Statutory Authority and was overseen by a Trust Board. The 
board members were drawn from a city councillor of Hobart and Launceston Councils, the 
Head of Agency, Department of Roads and Transport, and an Executive Officer from the 
Department of Treasury and Finance. Although retaining its board structure, Metro 
operated as a Division within the Department until 1 July 1995 when it became a 
Government Business Enterprise (GBE). The Trust Board was retained; however, the 
incumbents were appointed as Directors of the GBE and undertook full responsibility for 
the oversight and strategic direction setting, with accountability to shareholder Ministers.  

Subsequent to becoming a GBE, Metro was establishes as a State Owned Company 
(SOC). This was established in 1998 by legislation via the Metro Tasmania Act 1997. The 
MTT ceased to exist as an entity at that time. The legal structure of Metro is one of a 
Government owned entity that responds to the requirements of corporations’ law. It has 
two shareholders, one is the State Treasurer and the other is the Portfolio Minister. Metro 
Tasmania Pty Ltd, as the direct successor to the MTT, continues to be the principal 
provider of public transport services in Hobart, Launceston and Burnie. 

The impetus for the change in 1995 was as a consequence of the recommendations 
arising from the independent committee of inquiry on National Competition Policy (the 
Hilmer report) in 1993. The National Competition Policy (NCP) was a landmark 
microeconomic reform program for Australia. A key principle of the program was that 
competitive markets will generally best serve the interests of consumers and the wider 
community. In Tasmania, the Competition Policy Reform (Tasmania) Act 1996 was given 
Royal Assent in July 1996 in response to the NCP implementation obligations. 
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The most significant changes in terms of the impacts on the organisational and 
institutional arrangements were those that took place in 1995 (GBE) and in 1998 (SOC). 
However in the period 1990 through 1995, significant pressure associated with declining 
funding from the State Government also influenced organisational changes.  

In addition to the structural and organisational reforms taking place, in 1996 the 
Government had commissioned a broad review into passenger transport services and the 
review report was issued late in that year. The review report provided some 
recommendations relating to Metro ownership and operations. Likewise, in late 1996 the 
Government Prices Oversight Commission (GPOC) issued draft recommendations for 
maximum fares following a pricing investigation into Metro. In these circumstances the 
Government decided it was necessary to further consider options for improving public bus 
services in the State. One option under consideration included privatisation of the State’s 
public bus system. The Burton Review recommended that Metro be provided with a 10 
year exclusive franchise and the government should use the intervening time to carefully 
plan the introduction of contestability. In response to the Burton Review report, Metro 
broadly agreed with the findings, however suggested a time frame of 10 years franchise 
period was excessive and a 3 year time frame was believed more appropriate. The 
Government, having received the Burton Review report, and draft recommendations for 
significant fare increases, decided to explore the potential to privatise Metro services 
through sale of the company. It requested the Board of Metro to provide advice to it on the 
matter.  

The Board was asked to put forward a proposal for a public bus transport system which 
would be efficient, encourage more patrons and offer improved services. The combination 
of these events influenced organisational changes that occurred in 1997 when Metro was 
established as a SOC.  

In 1998 the new Government announced a policy position that precluded the privatisation 
of public transport service operated by Metro. 

 

G.3.2 1990 – 1995: Discussion on changes and initiatives  

This period involved some organisational change that flowed from a range of Government 
administrative changes. The MTT no longer responded directly to the Minister, but 
reported through the Department of Roads and Transport. The Head of the Department of 
Roads and Transport was the former General Manager of the MTT until 1989; he was also 
head of the MTT Board. This situation influenced significant reforms on service delivery 
including a major network review. 

The review outcome was the introduction of a significant network of express services and 
a change to passenger interchanging at strategic locations. The changes were 
implemented in three phases with an increase of some one million kilometres (+15%). 
Despite the changes, the patronage impact was negligible, in fact in the period 1990-
1995, patronage actually declined. 

A change of Government during this period resulted in significant changes to funding 
decisions for transport services. This arose because Tasmania as a State was facing 
major budgetary constraints. The Government reduced available funding and this was the 
driving influence in introduction of many internal initiatives with the sole aim of reducing 
costs while maintaining service levels and limiting fare increases. In the period 1990 to 
1995, employees declined from 534 to 480 (-10%), yet over the same period bus 
kilometres increased from 9,416 million to 11,068 million, (+15%) primarily due to the 
introduction of the Metro Express services  . As noted, patronage declined over the same 
period. 

Some initiatives taken over this period included; 
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 1993 – Procured a bus and driver scheduling and rostering system to improve 
efficiency and effectiveness of driver and vehicle deployment. This resulted in 
dramatic reductions in drivers, supervisors and peak buses.  

 1993 – Development of Hobart CBD Elizabeth Street bus station 

 1994 – Establishment of major bus stations/interchanges at Glenorchy and Rosny 
Park 

 1994 – Wayfarer Electronic Ticketing introduced into Burnie services 

Observations: 

The patronage growth strategies planned and introduced in the period 1989-1990 did not 
achieve the outcomes expected or planned. They served to increase cost in terms of 
kilometres with little resultant patronage improvements ensuing. The strategy was 
designed around improved travel times offering benefits to existing users, however it failed 
to influence car users who continued to enjoy vastly superior comparative journey times. It 
is considered that better outcomes may have been achieved had the increased financial 
investments applied to the Metro Express concept been redirected for the purpose of 
improve service frequencies over the existing key trunk corridors.  

The Metro Express situation provides a good example of what can happen when a bus 
company, which is accountable for service delivery, also undertakes strategic network 
planning and passenger transport policy development. Bus companies, that are 
essentially engaged to deliver passenger services, should not be burdened with network 
planning or strategic passenger government transport policy advice accountabilities. Such 
arrangements can, and do, result in poor transport network design and passenger 
transport policy outcomes. Further, the focus by bus companies on these matters can also 
result in them not performing well operationally either. Transport operating organisations 
with such a broad suite of complex transport responsibilities have a tendency to be 
conflicted and confused in their purpose.  

A bus operating company should have as sole focus the development of systems and 
process for the delivery of high quality bus services and customer relations. This type of 
structure is fundamental in private sector bus companies; it drives their commercial 
performance by directing their attention towards the needs of customers, the passenger 
and the Government. Their involvement in strategic network service planning and 
transport policy is as a key stakeholder only, and this framework is considered more likely 
to deliver improved outcomes in the three critical areas of strategic network planning, 
transport policy and bus service operations.  

Providing it is established that inefficiencies exist, the impact of Government reducing 
funding levels to Government transport entities can deliver significant cost efficiency 
outcomes. Realistic and achievable Government funding reductions, supported by a 
structure that is headed by a diligent and hands-on Board of Directors, to which the Chief 
Executive is directly responsible, can deliver short term improvements. In the absence of 
some form of contestability, it is considered unlikely that the gains will continue beyond 
the short term, and in fact it is more likely that over time the gains made   will erode. 

G.3.3 1995-1998: Discussion on changes and initiatives 

Organisationally, Metro was established as GBE and responded to legislation specifically 
enacted. The GBE legislation was drafted in a manner that imposed commercial rigour 
around the functions of a number of Government entities. The entities were largely 
operating as monopoly providers involved in the provision of government services. In 
Tasmania this included services related to forestry, electricity generation and supply, 
ports, motor accident insurance and public transport.  

For Metro, the GBE legislation resulted in the company no longer being functionally 
aligned to the department of Roads and Transport. Metro responded to the government 
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through the company board which was accountable to shareholders, the shareholders 
being the Portfolio Minister and the Treasurer.  

The Government Business Enterprises Act 1995 required Metro to operate with 
commercial objectives, and be subject to the expectations of Government set out in the 
Ministerial Charter. The Ministerial Charter was in effect an expectations statement by the 
Government for Metro. The GBE Act recognised that many GBEs carry out activities 
which would not be undertaken by a commercial business in the private sector. It provided 
for the identification and specific funding of certain non-commercial services which the 
Government may require a GBE to undertake. This had particular relevance to Metro as 
virtually all the services it operated required government funding if they were to continue. 
This circumstance resulted in the establishment of a Community Service Obligation (CSO) 
contract associated with the services Metro operated. 

In 1996 the Government established a committee to undertake a major review of public 
transport in Tasmania; this was known as the Burton Review. The review committee 
handed down its report in December of that year.  One of its proposals in the report was 
that that Metro should retain an exclusive franchise for the routes it operates for up to 10 
years. This would give the Government time to establish a framework for the future 
provision of services by the public and private sectors.  

Also in late 1996, the Government Prices Oversight Commission (GPOC) undertook its 
first a pricing investigation into Metro. The investigation was undertaken so as recommend 
to the Government the maximum fares to be charged by Metro to users. The investigation, 
which involves an efficiency and effectiveness assessment, was undertaken in 
accordance with the legislative framework under which Metro functioned as a monopoly 
service provider. It made recommendations involving significant fare increases. 

The Portfolio Minister expressed concern at the likely effects of increasing Metro fares, as 
outlined in GPOC’s draft report. He expressed a view that that the increases proposed 
would simply serve to further diminish the use of public transport in Tasmania, 
detrimentally impacting on services to the community and employment opportunities 
within the industry. The Minister also noted that the ongoing Treasury policy of reducing 
available funding to Metro, and any consequential service reductions, was equally 
detrimental to the operation of the public transport service.  

As a consequence of his concerns, in December 1996, he undertook a visit to New 
Zealand to examine reforms introduced in the delivery and ownership of urban transit 
services. The Minister observed that the reforms in New Zealand indicated to him that the 
high levels of productivity and efficiency by the private sector were achieved after taking 
over public sector operations. This had the effect of reversing the consequences on public 
transport usage arising from policy decision on fares pricing and public transport funding 
that existed prior to private sector service provision. He indicated his intention to explore 
the potential for a similar outcome in Tasmania. While in New Zealand he had received an 
expression of interest from a private sector bus organisation to purchase and operate the 
Metro system. 

The Board of Metro was requested by the Minister to examine ownerships options that 
offered the government an alternative option to privatisation as part of its deliberations on 
the issue. The Board of Metro provided a report which recommended that Metro be 
offered a three year franchise to continue to operate the services, contingent on Metro 
introducing further organisational structural changes. The government subsequently 
decided to retain Metro in public ownership.  
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The matters described during this period served to focus the Board and management’s 
attention on a broad range of actions and initiatives arising from the challenges. A brief 
overview of some actions and initiatives are described below: 

 1995 – rationalised three depots into a single depot in Hobart;  

 1995 – Introduced satellite yards at fringe suburbs to reduce dead running; 

 1996 – Closed heavy bus maintenance facility at Mornington and rationalised into a 
single facility at Springfield, the single depot location.  

 1996 – Network review removing poorly patronised evening and weekend services 

 1996 – Significant workplace and industrial reforms 

 1998 – Established as a State Owned Company  

Observations: 

The initiatives disclosed were heavily influenced by the nature of the institutional and 
organisational changes and the implications this had arising from the responsibilities 
placed on Directors and the management team. The period continued to see 
improvements in effectiveness and efficiency, particularly in the allocation of resources. In 
the period 1995-1998 cost per kilometre reduced from $4.58 to $3.95 (14%) and bus 
kilometres reduced from 11,068 million to 10, 374 million (6. %).  

Patronage declined from 11.770 million to 9.568 million (19 %), however the patronage 
data in 1995 included transfers while that in 1998 was based on first boardings only. The 
real decline is likely to be in the order of 10%. The reduction in services and a significant 
fare increase during this period had an influence on passenger boardings. However, the 
ongoing downward trend in public transport use since the 1950’s continued in Tasmania 
due to the limitations of the bus service network relative to the speed, flexibility and 
convenience of private transport. 

While the GBE change and threat of privatisation had an influence on cost measures, it 
did not serve to develop changes that improved the attractiveness of Metro services as a 
travel option. The GBE legislation had ongoing impact due to the accountability imposed 
on the Board and management team of the company. However, the scope for driving 
additional efficiencies in the absence of external pressure resulted in further improvement 
in cost outcomes at the margins only.  

It is worthy of note that in terms of cost performance, Metro was benchmarked over this 
period as to the best publicly owned operator by a significant margin, and in some cases 
matched the less well performed mainland private sector companies. As such, the scope 
for significant improvement in its cost base, in the absence of external influences, such as 
competition for the service franchise, was limited.  

G.3.4 1998 – 2014: Discussion on changes and initiatives 

Metro was fully corporatised on 2 February 1998. Metro Tasmania Pty Ltd became a 
company limited by shares and incorporated under Corporations Law to perform functions 
relating to the operation of a public bus transport system. Metro is required to provide road 
passenger transport services in Tasmania in a manner consistent with sound commercial 
practice; and perform on behalf of the State its Community Service Obligations. The 
corporatisation of Metro enabled the company to operate as a commercial entity, focusing 
on service delivery. Regulatory and transport policy controls reverted to the Department of 
Infrastructure, Energy and Resources (Transport Division). The structure established in 
1998 continues today. 

In May 1999 Metro acquired Hobart Coaches through a subsidiary company Metro 
Tasmania Coaches Pty Ltd. The business name ‘Hobart Coaches’ was retained as the 
trading name for the transport services. The acquisition of Hobart Coaches enabled Metro 
to expand its services to the communities of Kingston, Blackmans Bay, Richmond, New 



 

Page 404 
 

 

Norfolk, the Channel and Cygnet. The main users of Hobart Coaches are school students, 
concession card holders and adult commuters.  

The purchase of Hobart Coaches was undertaken on the basis that the driving staff that 
transferred across would not receive the conditions of employment of Metro drivers. 
Agreement to do so was reached with both the Transport Workers Union (TWU) and The 
Rail Tram and Bus Union (RTBU) prior to the agreement to purchase proceeding. This 
resulted in two separate employment agreements being in place with Metro, one based on 
TWU and one for the RTBU. This situation remained in place for a number of years. 
However, over time the regional services to Cygnet, Richmond and New Norfolk were 
handed back to private companies and the urban operations in Kingston were fully 
amalgamated with the remainder of the Hobart urban network. This resulted in the 
employment conditions of the former Hobart Coach drivers ultimately matching those of 
the remainder of Metro employees. It is understood that by about 2007 only a single 
employment agreement was in place for all driving employees.  

A number of initiatives aimed at improving the attractiveness of Metro as an alternative to 
private transport had been attempted over this period. In many respects, the emphasis on 
cost control, while continuing to be of great importance, became secondary to the aims 
associated with patronage growth. This included matters such as; 

 Introduction of a Customer Service Charter; 

 Purchase of Hobart Coaches and extension of services into Kingston and outer 
regional centres. 

 Exclusive employment of women as bus drivers to change the blokey culture of bus 
driving and improve customer relations, particularly with student passengers;  

 Ongoing market research and passenger surveys; 

 Changed branding; 

 Focus on service delivery related to punctuality; 

 Heavy promotion and advertising; 

 Community engagement initiatives; 

 Driver and supervisor accredited training; 

 Acquisition of a business intelligence system;  

 Undertook a patronage forecasting study; 

 Enhanced security on services through an agreement with Tasmania Police for four 
Officers located at Springfield depot dedicated to transit services; 

 Location of the Metro Shop in the Hobart GPO; 

 CCTV on buses; 

 Transit Officer patrols on services; 

 Procurement of Smartcard ticketing technology; 

Despite the efforts, the declining trend in patronage has generally continued, although in 
more recent years the trend has slowed: some patronage growth was achieved in the 
years immediately prior to the 2013 year where a decline was recorded. 

In the period 2000 through 2014 patronage data discloses patronage increase from 
9,379 million to 10,080 million (7%), however the 2000 figure is first boardings only, while, 
we understand that the 2014 includes transfers, as such the actual growth would be 
marginal, if any at all. We observe that passenger revenue over that period, expressed in 
2013/14 dollar values, has declined from $13.093 million to $11.256 million (16%).  
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In terms of key performance indicators over the period 1990 – 2014 expressed, where 
appropriate, in 2013/14 dollar values, the following is noted; 

 Operating cost per kilometre $5.05 to $4.70 (noting that in 2002/3 it was $3.62 and 

operating costs have been increasing annually since that time). 

 Total operating costs $47.574,000 to $51.815,000 (noting that in 2002/3 it was 

$39.788,000) 

 Total bus Kilometres 9.416,000 to 11.014,000 

 Total fleet 255 to 218 

 Peak Vehicle Requirements 218 to 195 

 Passenger boardings 12.503,000 to 10.080,000 

 Passengers per bus kilometre 1.33 to 0.92 

 

Observations 

The organisational and institutional arrangements have been relatively stable over the 
period that Metro has been a SOC. The emphasis has been largely on passenger growth, 
and relative to the long term trend, some measure of success has been achieved. The 
limited funds available to Metro to permit a dramatic improvement in service frequency are 
an important factor in its inability to make significant impact on patronage growth 
outcomes. 

Over the period 2003-2013 there has been a gradual increase in the ratio of employees to 
service kilometres which implies more resources are being deployed for no measurable 
improvement in outcomes. To the extent that this is a consequence of an extended period 
of institutional and organisational stability is unclear. It is possible that the greater focus on 
patronage and revenue has come at the expense of performance on cost. 

When Metro Tasmania was influenced by changed organisational frameworks and 
external funding pressure, there is an apparent degree of improvement in managing 
operational performance and costs; however the data indicates that, over time, in the 
absence of such imposed pressures, benefits derived are largely eroded. It is unclear to 
what extent Government ownership and a lack of contestability are contributing factors on 
an apparent inability of the organisations to effectively drive continuous improvements. It 
is considered unlikely that the apparent slide in cost performance since the mid 2000’s to 
now, would have been permitted to occur if the organisation was in private ownership, and 
service delivery was subject to periodic contestability. Based on the Metro experience, it is 
reasonable to conclude that organisational change that retains Government as the owner 
is capable of achieving improved performance; however those improvements may not be 
sustainable over the longer term.  

Regardless of attempts to ring fence employment conditions, in circumstances where a 
public transport entity acquires the services of a private company, the employment 
conditions of the public company, which are more generous, will ultimately be applied to 
the employees that transferred across.  

What is apparent, based on the findings of cost performance analysis associated with 
GPOC investigations, is that despite Metro cost benchmarks continuing to perform well 
relative to public sector entities, it remains well behind good performing private 
companies. There has been no real progress in narrowing this gap since around 2000: 
this indicates that, in the absence of external pressure such as contestability, Metro is 
unlikely to improve its cost performance to the levels that would be achieved by an 
efficient privately owned company. 
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G.3.5 Description of the longer term effects and relevance for ACTION 

The patronage of Metro’s services has been in a declining trend for many years. The 
reforms undertaken to target patronage growth have not provided the outcomes desired. 
The low density nature of the passenger market in all Tasmanian cities combined with 
restricted scope (due to funding limitations) to offer services of sufficient frequency so as 
to attract new users to services. Patronage growth will continue to be a major challenge 
for Metro into the foreseeable future. A change of ownership or further institutional 
changes will not improve this situation unless it is accompanied with sufficient funds to 
offer improved frequencies of service on key corridors. 

It is unlikely that the circumstances in ACTION will differ greatly from that experienced by 
Metro regardless of the organisational or institutional setting. 

G.3.6 Cost efficiency 

There was a significant improvement in the efficiency of service delivery in the period 
1990 to mid-2003, s.. Since that time bus kilometres have remained relatively stable, 
however costs have increased annually. The greatest gains in efficiency were achieved 
during the period of constant and major change. The organisational and institutional 
arrangements did contribute significantly to the improved performance in the period 1990-
2003; however they remained well short of the benchmark standards achieved by an 
efficient private operator. The absence of any real structural change since 1998 is 
instructive. The stable circumstances appear to have been a factor behind the decreased 
focus of the management and board on continuing to drive down costs. 

It would appear that, even in the absence of contestability, introducing effective 
institutional and organisational changes along with oversight and direction by Government 
can serve to improve levels of efficiency. A SOC structure for ACTION, with a company 
board and management team that is held accountable, and with clear financial 
performance objectives, is likely to deliver significant and rapid improvements as was the 
case with Metro. However, the extent that such improvements are ongoing, and the 
financial benefits achieved are sustained in the absence of a truly contestable framework, 
is questionable.  
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Metro Tasmania Key Performance Indicators, 1989/90 – 2013/14 ($13/14) 

Year Bus km 

(000)/PVR 

Fare 

Rev/ 

Pass 

Pass/ 

Bus km 

Op Cost/ 

Bus km 

Op 

Cost/ 

Pass 

Fare Rev/ 

Op Cost 

Op cost-

Fare rev 

($m) 

1989/90 43.2 $1.12 1.33 $5.05 $3.80 29.4% 33.587 

1990/91 43.7 $1.18 1.30 $5.12 $3.94 30.1% 33.363 

1991/92 49.8 $1.24 1.17 $4.69 $4.01 30.8% 33.766 

1992/93 49.3 $1.27 1.13 $5.02 $4.45 28.4% 38.081 

1993/94 49.2 $1.03 1.11 $4.87 $4.39 23.5% 39.408 

1994/95 50.5 $1.04 1.06 $4.58 $4.30 24.2% 38.391 

1995/96 52.8 $1.02 1.03 $4.52 $4.39 23.2% 39.002 

1996/97 54.6 $1.17 0.98 $4.28 $4.35 26.8% 33.896 

1997/98 52.0 NA 0.97 NA NA NA  NA 

1998/99 52.9 $1.23 0.92 $3.95 $4.29 28.7% 29.250 

1999/00 53.1 $1.40 0.91 $4.11 $4.52 30.9% 29.334 

2000/01  NA $1.22 NA  NA $4.22 28.9% 28.888 

2001/02 59.1 $1.23 0.87 $3.62 $4.16 29.5% 28.219 

2002/03 57.8 $1.24 0.87 $3.62 $4.17 29.7% 27.990 

2003/04 57.2 $1.24 0.88 $3.74 $4.27 29.0% 29.208 

2004/05 57.2 $1.23 0.90 $3.83 $4.27 28.8% 30.010 

2005/06  NA $1.17 0.91 $3.99 $4.40 26.5% 32.097 

2006/07  NA $1.19 0.91 $4.12 $4.52 26.2% 33.160 

2007/08 58.0 $1.23 0.90 $4.28 $4.78 25.6% 34.409 

2008/09 55.8 $1.19 0.92 $4.32 $4.70 25.3% 35.234 

2009/10 56.9 $1.11 0.92 $4.42 $4.81 23.1% 37.318 

2010/11 54.7 $1.10 0.95 $4.46 $4.68 23.4% 37.810 

2011/12 54.5 $1.11 0.95 $4.60 $4.84 22.9% 38.739 

2012/13 55.0 $1.12 0.93 $4.73 $5.11 21.9% 40.188 

2013/14 56.5 $1.12 0.92 $4.70 $5.14 21.7% 40.559 
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Charts; Metro Tasmania Annual Statistics 1989/90-2013/14 
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G.4 BRISBANE TRANSPORT 

G.4.1 General Status 

There have been 4 major transitional stages in recent history in relation to the evolution of 
Brisbane Transport as an entity. For over a century the provision of public transport in 
Brisbane has been managed, owned and operated by the Brisbane City Council. From 
horse drawn trams imported from the USA in the 1800’s through to electrification of the 
tramways and the eventual transition to diesel buses. Trams were removed from service 
on the 14th February 1969.  

Prior to 1993 buses were managed through an arm of the Brisbane City Council, the 
Transport Department. Structural and organisational changes to that point, although at 
times quite significant, were within the context of organisational restructures within this 
overall framework. Since this time the following has occurred: 

 As a result of the BCC’s commitment to the National Accord and National 

Competition Policy Reform Agenda initiated at federal government level, and 

supported at both State and Local Government, Brisbane partially commercialised 

and became Brisbane Transport, a business unit of the BCC, in 1993-1994 

 In 1998 Brisbane Transport fully commercialised 

 In 2004 the Queensland Government established TransLink, a corporate arm of the 

Transport and Main Roads Department, whose role it was, to oversee the effective 

operation of public transport in S-E Queensland. A formal contract was then 

established with for the delivery of bus services in Brisbane 

 This model is still in operation although the ownership of the fleet has gradually 

been taken over by the State. Recently the State Government commissioned an 

audit part of which looked at public transport ownership and performance across 

Queensland. This audit recommended the adoption of a franchising model of 

contracting public transport services in Queensland and recommended the inclusion 

of Brisbane Transport in this process. The government is currently reviewing and 

considering the adoption of these recommendations.  

G.4.2 Commentary 

G.4.2.1 Prior to Reforms 

As mentioned, prior to the response to the National Competition Policy in 1993, the 
operation of Brisbane’s public transport was undertaken, in the main, by BCC’s Transport 
Department in the Brisbane area. Within this framework some significant organisational 
restructures occurred, some Council wide and some within the department, but the 
fundamental operational model remained unchanged. There was a significant focus on the 
customer experience between 1990-1993 which considerably altered management 
priorities and approach and, for the first time, measured organisational performance which 
operational, customer and financial indicators.  

G.4.2.2 Partial Commercialisation  

Brisbane City Council embarked on an comprehensive reform program in 1993-94 in 
response to the National Competition Reform Agenda designed to create an effective 
governance and purchasing role between the BCC and BT and establish BT as a 
business unit aiming to deliver the equivalent of best practice standards of service in 
comparison to the other metropolitan bus services across the country. BCC/BT undertook 
the following key initiatives: 
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 Established an Advisory Board (including a Charter Establishment Agreement and 

yearly operating agreements including policy directives, and customer and financial 

performance standards) 

 Established separate reporting and accountability systems 

 Separation of enterprise agreements to offer more flexibility  

 Developed its own standalone accounting system 

 Established a benchmarking program across the entire operation 

 Introduced a flatter, more commercial management structure and reduced staff 

numbers 

 Developed modern information systems including electronic ticketing, passenger 

information, management information and human resource management systems 

 Undertook immediate efficiency and productivity reforms 

 Modelled more efficient transport networks and made immediate changes and, 

 Undertook the critical task of cultural reform. 

At this time the framework for a fully commercialised structure was largely in place but 
there was remaining scope operationally and structurally to further develop the business 
under a fully commercialised business model.  

G.4.2.3 Full Commercialisation 

In 1997 BCC and BT investigated the opportunity to further build upon the reform model 
already established and looked into the idea of introducing full cost pricing, fully 
commercialising, or corporatising. BT management fully supported the corporatisation 
model. A major consultation process was undertaken and many stakeholder groups were 
interviewed including commuters, customers and the general public, environmental 
groups, other transport providers, suppliers, employees, management, unions, politicians, 
other levels of government, and existing Board members. In the end it was decided 
politically by the BCC to fully commercialise. This meant: 

 Further business restructuring to ensure full costs were factored into BT’s 

commercial accounting processes 

 A ‘return on equity’ was expected from the BCC 

 Legal and HR services accessed from the BCC were fully costed, as were extra 

costs to BT of ‘being part of the BCC’ 

 BT would pay sales tax equivalents 

 Fleet was to be leased 

 Employee awards/enterprise agreements to reflect private sector best practice 

 Network planning to reflect commercial efficiency and the level of preparedness to 

pay Community Service Obligations (CSO’S) of the BCC and Queensland Transport 

 Rigorous formalisation of the contract to deliver services between BT and BCC 

 Greater management autonomy and authority  

 Greater accountability for performance and fully formalised reporting, and 

 Competitive neutrality. 

This evolution of the model occurred to a large degree albeit the full costing approach was 
less than perfect in the sense that differentiation of commercial and CSO based services 
and cost of internal services and being part of the BCC were constantly debated. 
Subsequent to this further evolution of the commercialisation the following business KPI’s 
were reported on:   

 Patronage 

 Profit 
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 ROE 

 Absenteeism 

 Bus Changes 

 Cost recovery 

 Bus network improvements  

 Depot rationalisation 

 Customer satisfaction, and 

 Vehicle quality   

G.4.2.4 Establishment of TransLink 

Public Transport was reorganised within S-E Queensland in mid-2004. TransLink was 
formed. The main reason for this initiative was the need to align Queensland Government 
and Brisbane City Council thinking with respect to the optimal way to deliver bus services 
in the area. State and local government and transport operators were united under a 
single ‘TransLink’ banner. Ticketing, the fare zonal system, fares and concessions were 
aligned and major route planning, service levels and connectivity (between bus services 
and also rail and ferry services) was to be fully co-ordinated. Centralisation of public 
transport information provision occurred. Smart card ticketing (the Go Card) was delivered 
under the auspices of TransLink. Operators were formally contracted to deliver services 
by the state government including Brisbane Transport whose contract was unique. Some 
of the key features of these contracts include: 

 First ‘right of refusal’ to deliver services, this meaning that operators, provided they 

met certain standards, would have the first option to continue operating these 

services when the contract period was up 

 Revenue was remitted to government 

 Operators (including BT) were paid on a cost/kilometre basis for services performed 

 KPI’s were introduced into the contract and performance measured against these 

KPI’s 

Other features of the new arrangements were that in general, TransLink assumed overall 
control of network planning. This is conspicuously not the case with respect to Brisbane 
Transport who retained skill and significant control in this area. Common management 
information and scheduling systems were introduced (funded by government) to ensure 
consistency of business information. 

TransLink operated as an entity, overseen by a Board consisting of Queensland 
Government, Brisbane City Council, Bus Operators, management and private experts in 
areas such as accounting, marketing and the law, until last year at which time the 
government re-amalgamated TransLink into the Transport Department, the CEO of 
TransLink being assigned the role of one of a number of  

G.4.2.5 Commission of Audit 

The introduction of a S-E Queensland Transport Authority (TransLink) was designed to 
further enhance the effectiveness and cost efficiency of the overall system. It is apparent 
that despite an increase in patronage, the growth in patronage has in no way matched the 
increased level of investment: cost effectiveness, best measured in cost recovery in 
comparison to patronage growth, has been increasingly problematic. So much so that 
recently the government re-amalgamated TransLink into the Transport and Main Roads 
Department and undertook an audit as part of a broader governmental audit. Part of the 
conclusions of this audit were that consideration be given to realigning and reducing the 
number of service contract areas in the S-E region, and to consider franchising out all 
areas including Brisbane. If this is pursued, and it remains under consideration right now, 
it would mean that Brisbane Transport would need to compete in the open market for new 
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service areas. In the past few weeks Brisbane Transport has received notification (as 
have the rest of the operators in S-E Queensland) that their existing contracts will be 
extended by 15 months but that the long-term intention is to franchise services in 
Queensland.  

G.4.2.6 Numerical Comparisons 

I wish to emphasise that the following figures are rough estimates only gleaned from 
various sources and historical knowledge of personnel who had specific knowledge of the 
detail at the time. There is an inconsistency in the approach taken over time in the 
measurement of these KPI’s. Notwithstanding, the figures provide an overall indication of 
the effects of organisational restructures in relation to BT.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

G.4.2.8 Longer term effects 

It is clear that the financial improvements delivered through the initial reorganisation have 
not been sustained in the longer term, post the establishment of TransLink. The 
comparative figures shown above are evidence of this fact. For an increase of overall 
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patronage of around 37%, costs have grown over 5 fold. Cost recovery has declined from 
a high of around 56% to less than 30%. The commission of audit process and general 
benchmarking of performance argues that there is the potential to generate significant 
savings through operational, service network and better service area design in the order 
of XXX in the Brisbane area. 

Patronage growth has tapered off considerably since 2007/2008 and not increased in the 
past 2 years (partly a response to large fare increases in several recent years).  

G.4.2.9 Comments on lessons learned and their relevance to the ACTION 
situation. 

As can be seen from both the dialog and numbers in this review of the performance of 
Brisbane Transport over time, matched against its key organisational reforms, there was a 
significant positive effect initially as a direct consequence of both stages of the 
introduction of commercialisation which was a holistic reform process. The changes made 
were broader than the specific activities required for the organisation to act as a ‘business 
like’ entity. Broader organisational, cultural, and service improvements also formed part of 
the process. And they were tough. Some of the lessons learnt in undertaking this process 
were: 

1) To have significant impact the reforms needed to be wide-reaching in terms of 
operational, structural and cultural changes 

2) Fundamental problems needed to be redressed e.g. staff efficiencies and 
numbers, enterprise agreement constraints inhibiting flexibility, organisational 
process inefficiencies, business structures, measurement of performance and 
benchmarking etc. 

3) Changes needed to be in full concert between political and bureaucratic arms with 
a common understanding being clearly and consistently enunciated to staff, 
commuters, the community and the media 

4) Changes needed to be relatively speedy but at the same time fully considered 

5) There needed to be a blueprint in place for the future after changes were made 

6) Staff changes need to be undertaken in a considered and generous way, and 

7) Customer service performance needed to be a cornerstone of all improvements. 

These overall improvements, significant as they were, have not been fully sustained in the 
longer term. This is evidenced by the numbers shown above and the recommendations 
coming from the recent commission of audit. Multiple factors have conspired to negatively 
affect the financial performance of operators, BT in particular, including: 

 The structure of contract agreements between the State Government (TMR) and 

BT, which has its payments based on kilometres travelled and not patronage 

carried. 

 The handing over of revenue to the state which, in effect reduces the level of 

accountability of the operators to optimise revenue return (as it is not a key focus of 

the contract structure). 

 The lack of clarity of control and accountability for bus network planning. 

 The less than optimal contract area design and operational agreements for 

passenger pick up across regions. 

G.5 OVERALL CONCLUSIONS 

 The overall conclusions that can be drawn from the BT experience, when considering its 
performance over the timeframe of its initial commercialisation through to the present are: 
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 Significant improvements to performance in terms of service, patronage growth, 

organisational culture and financial performance are possible through an internal 

restructuring process, such as commercialisation, provided there is strong political 

and bureaucratic commitment, it is fully comprehensive and there is a blueprint for 

the future underpinning the difficult process that needs to be undertaken. 

 However, hard won improvements are unlikely to be sustained (as is evidenced by 

the most recent financial performance of BT in relation to cost recovery cf. 

patronage growth), unless a particularly strong and robust contract framework is 

established and adhered to and there is a clear and appropriate delineation 

between the service planner and contracted operator.  

 The structure of the contract is all important, for example the current BT contract 

with the government pays by bus km operated. Patronage growth and financial 

efficiency are not prioritised. This is unsustainable. 

For success to occur under this form of arrangement there is a high level of dependence 
on management capability on both the contractor and operator sides of the activity. 
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APPENDIX H Transfer of Business and the Fair Work 
Act 2009 

H.1 Introduction  

The following detail refers to the Fair Work Act 2009 (FW Act) Transfer of Business 

provisions in the event that the services of a public sector entity, like ACTION, are 

franchised and provided by an alternative bus operator. The information that follows is 

provided by MRCagney based on its understanding and appreciation of the FW Act in a 

passenger transport operating environment. The legal issues associated with the FW 

Act as they relate to Transfer of Business require the provision of detailed professional 

legal advice. 

This section of the report is structured as follows; 

 Transfer of Business and the Fair Work Act 2009. A description of the salient 

aspects including discussions. 

 The FW Act and recent Transfer of Business scenarios in the passenger transport 

operating environment. 

 Summary. 

 Conclusion. 

H.2 Transfer of Business and the FW ACT – Salient aspects 

The FW Act explicitly outlines new company obligations, designed to protect employee 

entitlements, when taking on public sector employees following an outsourcing contract, 

asset sale or similar arrangement (FW Act Section 6, Part 6 – 3A – Transfer of Business 

from a State Public Sector Employer). ACT public sector employees are covered by the 

FW Act provisions and the requirements of the Act should be considered in decisions 

around franchising the delivery of ACTION passenger transport services. 

Part 6 – 3A of the FW Act provides for the transfer of certain terms and conditions of 

employment when there is a Transfer of Business from a non-national system employer, 

that is a State public sector employer (in the FW Act called “the old State employer”), to 

a national system employer (in the FW Act called “the new employer”). A Transfer of 

Business involves the transfer of employment of one or more employees of the old State 

employer to the new employer. Each of those employees is a “transferring employee”. 

The Part achieves the transfer of those terms and conditions by creating a new 

instrument—a “copied State instrument”—for each transferring employee. The new 

instrument is a federal instrument and is enforceable under the FW Act. 

Division 2 of Part 6-3A relates to Copying terms of State instruments when there is a 

Transfer of Business. Section 768AD of Division 2 prescribes that a Transfer of 

Business occurs when; 
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1) There is a Transfer of Business from a non-national system employer that is a State 

public sector employer of a State (the old State employer) to a national system 

employer (the new employer) if the following requirements are satisfied: 

i. the employment of a person who is a State public sector employee of the old 

State employer has terminated; 

ii. within 3 months after the termination, the person becomes employed by the 

new employer; 

iii. the work (the transferring work) the person performs for the new employer is the 

same, or substantially the same, as the work the person performed for the old 

State employer; 

iv. there is a connection between the old State employer and the new employer as 

described in subsection (2), (3) or (4). 

2) There is a connection between the old State employer and the new employer if, in 

accordance with an arrangement between: 

i. the old State employer or an associated entity of the old State employer; and 

ii. the new employer or an associated entity of the new employer; the new 

employer, or the associated entity of the new employer, owns or has the 

beneficial use of some or all of the assets (whether tangible or intangible):  

iii. that the old State employer, or the associated entity of the old State employer, 

owned or had the beneficial use of; and 

iv. that relate to, or are used in connection with, the transferring work. 

3) There is a connection between the old State employer and the new employer if the 

transferring work is performed by one or more transferring employees, as 

employees of the new employer, because the old State employer, or an associated 

entity of the old State employer, has outsourced the transferring work to the new 

employer or an associated entity of the new employer 

4) There is a connection between the old State employer and the new employer if the 

new employer is an associated entity of the old State employer when the 

transferring employee becomes 

It is difficult to envisage a situation where a decision to franchise ACTION to one or 

more alternative bus companies, or to a newly incorporated ACT Government entity, 

would not be captured by the Transfer of Business  definition described in the FW Act.  

For practical reasons the majority, if not all, of ACTION drivers, bus maintenance and 

potentially some supervisory, administrative and corporate employees will likely form the 

bulk of any alternative company’s work force. In this situation, the employees concerned 

would have their employment with ACTION terminated and become employed by the 

new employer. Continuity of service requirements will dictate that such employment 

would occur within 3 months from the time of employment termination from ACTION.  

In these circumstances the work performed by the transferring employees would be 

substantially the same. For example a transferred driver will drive over the same routes 

using the same equipment to deliver the fundamentally the same service. A mechanic 

will maintain the same bus fleet to the same requirements using the same tools etc. For 

the same practical reasons, the bus fleet, depots, route infrastructure, ticketing 

equipment and Government fares pricing policies will be used by any new company, 

largely unchanged. 
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Division 3 of Part 6 which relates to ‘Copied State instruments’; some salient aspects 

are; 

 “If there is a Transfer of Business, then this Division (3A) provides for certain 

terms and conditions of a transferring employee’s employment with the old State 

employer to be transferred to the employment with the new employer”. 

“The transfer of those terms and conditions is achieved by creating a new 

instrument—called a “copied State instrument”—for the transferring employee. The 

new instrument is a federal instrument that is enforceable under the FW Act”.  

“There are 2 types of copied State instruments—a copied State award and a 

copied State employment agreement”. 

“A copied State award copies the terms of a State award that covered the 

transferring employee and the old State employer immediately before the 

termination of the employee’s employment with the old State employer”. 

“A copied State employment agreement copies the terms of a State employment 

agreement that covered the transferring employee and the old State employer 

immediately before the termination of the employee’s employment with the old 

State employer”. 

Section 768AH of Division 3 defines a copied State instrument as follows; 

Section 768AI of Division 3 defines a copied State award 

Section 768AJ of Division 3 defines a State award 

Section 768AK of Division 3 defines a copied State employment agreement 

Section 768AL of Division 3 defines a State employment 

Section 768AO of Division 3 defines when a copied State instrument is in operation. 

Item 4 of section 768AO advises that a copied State agreement, which would apply in a 

Transfer of Business situation affecting ACTION, ceases to operate. 

It is our belief that the ACTION Enterprise Agreement 2013 – 2017, in circumstances 

where a Transfer of Business under the FW Act arises, will be copied in accordance with 

provisions noted. The FW Act provides that a copied State instrument will cease to exist 

following a Transfer of Business situation on the nominal expiry date of the existing 

enterprise agreement. It would also cease to exist if, after the transferring employee’s re 

employment time with the new employer; an enterprise agreement is made that covers 

the employee and the new employer. We can envisage no circumstance where the TWU 

and its ACTION members would willingly forego the provisions associated with the 

existing ACTION agreement as a copied State instrument, other than through some form 

of financial incentive. Examination of case law examples is recommended, together with 

professional legal advice. 

Although potentially financially prohibitive, providing access to transferring employees to 

the severance benefit (or a variation to it), referred to in Clause K of the current ACTION 

agreement could be considered. Such an incentive, if offered, in return for them 

agreeing to enter into a new enterprise agreement with the new employer, effective from 

service commencement date, which reflects the new employers existing employment 

arrangements, could potentially be an attractive proposition for them. Such an 
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arrangement would require careful analysis to establish the cost and payback 

implications. However, if the benchmarked cost performance of ACTION is accurately 

reflected in the studies documented by INDEC, then the quantum of cost savings 

derived from a contestable framework may make such an arrangement financially 

worthwhile.  

If there is scope to gain a negotiated agreement on such terms, it would require those 

terms to be legally binding and the nature of the agreement reflected in any formal offer 

for employment to the transferring employee and also in the franchise agreement itself. 

The new enterprise agreement would be intended to replace the copied State instrument 

and have application from the service commencement. We are unclear if scope to 

pursue such an arrangement is legally possible and this in our opinion requires 

professional legal advice. 

It is noted that the existing ACTION enterprise agreement includes a provision for in-

house bids, including allocation of resources to facilitate such a bid. If severance benefit 

payments for transferring employees are established as a legal and financially viable 

option, and such a strategy is applied, any ACTION in-house bid would require careful 

consideration. It is possible that an ACTION in-house bid may seek to develop a new 

enterprise agreement, reflective of private sector agreements rates and conditions, and 

have transferring employees aligned to the new agreement in return for severance 

benefit payment in the same manner as contemplated above. However, an in-house bid 

will retain the Government ownership nexus to the franchised service provider. It can be 

confidently predicted, if ACTION is successful with the in-house bid, that the TWU and 

their members will use the ownership negotiating leverage to good advantage, as it has 

in the past. Any potential savings will be rapidly eroded as industrial and political 

pressure is applied to the Government, as owners, to improve wages and conditions 

commensurate to what has been available historically in future enterprise agreement 

negotiations. This would arise, in our view, despite any payment of the severance 

package as compensation for acceptance of changed employment conditions. 

Section 768AX of Division 3 relates to variations of copied State instruments; this 

section applies as follows; “(1A) This section applies if there is, or is likely to be, a 

Transfer of Business”. Variations may be made if; 

1) The FWC may vary a copied State instrument for a transferring employee: 

i. to remove terms that the FWC is satisfied are not, or will not be, capable of 

meaningful operation or to vary those terms so that they are capable of 

meaningful operation; or 

ii. to remove an ambiguity or uncertainty in the instrument; or 

iii. to enable the instrument to operate in a way that is better aligned to the working 

arrangements of the new employer’s enterprise; or 

iv. to resolve an uncertainty or difficulty relating to the interaction between the 

instrument and the National Employment Standards, or to make the instrument 

operate effectively with the National Employment Standards; or 

v. if the instrument is a copied State employment agreement—to resolve an 

uncertainty or difficulty relating to the interaction between the instrument and a 

modern award; or 
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vi. to remove terms that are inconsistent with Part 3 1 (which deals with general 

protections), or to vary terms to make them consistent with that Part” 

2) The FWC may make a variation under subsection (1): 

i. on its own initiative; or 

ii. on application by a person who is, or is likely to be, covered by the copied State 

instrument; or 

iii. on application by an employee organisation that is entitled to represent the 

industrial interests of an employee who is, or is likely to be, covered by the 

copied State instrument”. 

3) In deciding whether to make a variation under subsection (1), the FWC must take 

into account the following: 

i. the views of: 

a. the employees who would be affected by the copied State instrument as 

varied; and 

b. the new employer or a person who is likely to be the new employer; 

ii. whether any employees would be disadvantaged by the copied State 

instrument as varied in relation to their terms and conditions of employment; 

iii. if the copied State instrument is a copied State employment agreement—the 

nominal expiry date of the agreement; 

iv. whether the copied State instrument, without the variation, would have a 

negative impact on the productivity of the new employer’s workplace; 

v. whether the new employer would incur significant economic disadvantage as a 

result of the copied State instrument, without the variation; 

vi. the degree of business synergy between the copied State instrument, without 

the variation, and any workplace instrument that already covers the new 

employer; 

vii. the public interest”. 

Sections 4 & 5 relate to variations to the National Employment Standards (NES) if there 

is a dispute about making a variation for the purposes of paragraph 1 (d) noted above. 

4) A variation may be made under subsection (1) in relation to a copied State 

instrument of a transferring employee: 

i. before the copied State instrument comes into operation, if it is likely that the 

instrument will come into operation; and 

ii. before the employee is a transferring employee, if it is likely that the employee 

will become a transferring employee”. 

5) A variation under subsection (1) operates from the day specified in the variation, 

which may be a day before the variation is made”. 

As noted above, the FW Act provides for variations to a copied State instrument. 

Paragraph 7 items (d), (f) and (g) may be matters of particular interest and could feature 

in any referral for variation associated with a Transfer of Business situation. 
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H.3 The FW Act in the passenger transport operating 
environment 

H.3.1 Passenger transport services operated by private transport 
entities and retendered by Government  

Since the enactment of the FW Act 2009 and the Fair Work Amendment (Transfer of 

Business) Bill 2012, which extended the reach of the FW Act 2009 provisions relating 

Transfer of Business to public sector employees in jurisdictions not already covered, 

there have been a number of circumstances where State Governments have put to 

tender the provision of passenger transport services. In the vast majority of 

circumstances this has applied to services that were being provided by private 

companies under a contract to the Government. The FW Act obligations arising from the 

tender’s, relative to Transfer of Business obligations, had application. Some examples; 

 November 2009;  Public Transport Victoria (PTV)  Melbourne Metropolitan 

Suburban Rail Service Franchise Agreement; 

 August 2009; PTV Melbourne Metropolitan Tram Service Franchise Agreement;  

 August 2013; PTV Melbourne Metropolitan Bus Service Franchise (30% of total 

services);  

 April 2013; Transport for New South Wales (TfNSW) tranche one, four (4) Sydney 

Metropolitan Bus Service Contract regions (SMBSC); 

 June 2014; TfNSW, tranche two, four (4) Metropolitan Bus Service Contract 

(MBSC); 

The fact that the services involved are operated by private companies’ pre and post 

tender, means that there are limited learnings to be derived should a contestable 

approach be applied to ACTION services and those services are awarded to an entity 

other than ACTION. However, it is our understanding that in all cases the requirements 

of the FW Act, as it applies to any transferring employee’s entitlements, had application. 

Other important considerations that impacted on Transfer of Business matters are the 

provisions and obligations in existing industrial agreements, relevant state industrial 

legislation, and the nature of the clauses contained in the respective franchise 

agreements. The franchise agreements frequently contain stipulations on the 

employment of existing employees and the treatment of entitlements. Further to 

transferring employee matters, the franchise agreements also contain obligations 

regarding the treatment of fleet and depot assets, whether owned or leased, during any 

transition period, the franchise term and at end of term. 

By way of example, the MBSC referred to above includes a step in and end of contract 

term provision (Clause 26). Clause 26.8 relates to successor operator obligations to 

make offers. This clause states that the Director-General must procure that any 

successor operator makes offers of employment on equivalent terms and conditions 

(including all accrued entitlements) to Contract Region Employees. Offers made by a 

successor operator must take effect from the expiry or termination of the contract. If a 

Contract Region Employee accepts an offer of employment from the Successor 

Operator, on termination or expiry of the Contract, the Operator must pay to the 
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Director-General or the Successor Operator a sum determined in accordance with a 

described formula. 

In circumstances where employees are transferring to a different private transport 

company following a retender, the industrial arrangements and relevant employment 

conditions are generally alike. The employee and asset transfer process, although 

administratively burdensome, is often seamless from the employee’s perspective, other 

than the nature of the employer. In situations where the unit rates and employment 

conditions are fundamentally the same, any benefits to government associated with 

retender is related to the comparative effectiveness and efficiencies derived from how 

well one entity allocates and deploys its physical and human resources compared to 

others responding to the tender opportunity. In this regard, there is evidence of 

significant cost to government savings from recent tender outcomes in NSW and 

Victoria. 

In the event that ACTION services are exposed to Transfer of Business implications, 

some learning that can be derived from tender outcomes where only private companies 

are involved are; 

 The FW Act Transfer of Business  obligations apply when a transfer occurs from one 

private company to another; 

 The inclusion of provisions in franchise agreements that relate to employment 

obligations for successor operators, and the treatment of critical transport 

infrastructure, such as fleet and depots, are important matters. These matters 

facilitate continuity at end of term or during step in situations, and are of great 

importance;  

 With regard to employment matters, careful consideration should be taken to ensure 

that franchise agreement provisions do not serve to imbed, or permit, the transfer of 

inefficient work practices. Inserting obligations that exceed those inherent in the FW 

Act should be resisted. 

 There are numerous examples and relevant Australian experiences regarding the 

nature of passenger transport service delivery models and related franchise 

agreements / service contracts, inclusive of Transfer of Business impacts. The ACT 

Government should closely examine the legal, regulatory and contractual 

frameworks to assist it in identifying and developing the best fit for it. 

H.3.2 Passenger transport ferry services operated by Sydney Ferries 
(Government entity) franchised by the NSW Government 

In 2011, the NSW Government commenced the process of franchising the operations of 

Sydney Ferries. In doing so the Government entered into a Human Resource and 

Industrial Relations Franchising Deed representing a package agreement with unions. 

The package was intended to provide certainty to all parties and employees. We are 

unable to state with surety the strategic reasons why the NSW Government entered into 

a deed with the impacted unions. However, it is probable that the politically sensitive 

nature of the Sydney Ferry services, combined with a workforce understood to be highly 

adversarial and well organised, was an influence. It is probable that the details 

negotiated for inclusion in the deed served the Government by overcoming any intention 

by employees, and their unions, mobilising to mount a damaging industrial and public 
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relations campaign against its intention to franchise the Sydney Ferry services.  The 

new operator commenced services under the franchise agreement in July 2012. 

It is our observation that while the FW Act serves to protect public sector employees’ 

conditions on a Transfer of Business, the deed negotiated includes a number of 

employee benefits that would not have been provided had only the FW Act and existing 

industrial instruments been relied upon. Some more obvious additional benefits being; 

guaranteed employment with the franchisee as well as a separate lump sum transfer 

payment, a requirement to offer each permanent and casual employee a position, a 

requirement that the franchisee enter into a new enterprise agreements on the same 

terms as the Sydney Ferries agreements with amendments that include an 3.25% per 

annum wage increase. The nominal term of the new enterprise agreement is 2 years 

from the nominal expiry date of the relevant existing enterprise agreement. Depending 

on the expiry date of existing agreements, it is possible that some or all new enterprise 

agreement will remain in force until 2016 or longer. 

The details that follow represent salient aspects the Government has agreed to as part 

of the deed with the unions.  

 The franchisee will offer each permanent employee employment in the same 

position and upon the same terms and conditions as those which the employee 

enjoyed when employed by Sydney Ferries and to employ on those terms and 

conditions all permanent employees who accept an offer. 

 The franchisee will offer each casual employee employment in the same position 

and upon the same terms and conditions as those which the employee enjoyed 

when employed by Sydney Ferries and to employ on those terms and conditions all 

permanent employees who accept an offer. 

 The franchisee will recognise all casual employment for casual employees with 

Sydney Ferries, including employment prior to the commencement date, for all 

purposes for which casual employment is recognised, including for the purpose of 

enterprise agreements. 

 The Government will pay no later than the first full pay period after the 

commencement date a transfer payment in accordance with the following scale 

(years of service; transfer payment): 

 Years of Service   Transfer Payment 

 Less than 1 year   0 weeks 

 1 year but less than 2  7.5 weeks 

 2 years but less than 3  13.125 weeks 

 3 years but less than 4   18.75 weeks 

 4 years but less than 5  22.5 weeks 

 5 years but less than 6  26.25 weeks 

 6 years or more   30 weeks 

Income tax will be deducted from the transfer payment as required by law. A ruling will 

be sought by the Government from the Australian Taxation Office that the transfer 

payment be treated as an employee termination payment. 

 Transferring employees will be able to retain existing travel and holiday pass 

entitlements for the greater of five years from commencement date or the initial term 

of the franchisees contract with the government which is a maximum of eight years. 
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 Transferring employees who accept employment with the franchisee will be entitled 

to continue their membership of any superannuation schemes of which the 

employee was a member immediately before the commencement date, including 

any defined benefit scheme. 

 The Franchisee will not make any transferring employee compulsorily redundant for 

2 years from the date of transfer, but may do so after consistent with the 

consultation provisions of the relevant enterprise agreement. 

 The liability for all accrued leave entitlements (including leisure and maritime leave) 

for all transferring employees and also casual employees who accept employment 

with the franchisee. 

 The franchise must recognise past service with Sydney Ferries (and any prior 

service currently recognised by Sydney Ferries) for all purposes but not limited to, 

for the purposes of any enterprise agreements, the FW Act 2009 and any law 

regulating the employment of any transferring employee or casual employee.  

 The parties will immediately upon execution of this deed take all steps necessary to 

make, and have approved by Fair Work Australia, new enterprise agreements in the 

same terms as the Sydney Ferries Maritime (AMOU and MUA) agreement 2009 and 

the Sydney Ferries Balmain Shipyard Enterprise Agreement 2009-2012 subject to 

the following amendments: 

 A 3.25% per annum wage increase which will consist of: 

 a 2.5% per annum wage increase payable in the first pay period on or after 

the nominal expiry date of the relevant enterprise agreement; 

 an additional 0.75% per annum wage increase payable to transferring 

employees only upon the commencement date, with back-pay (if 

applicable) to the commencement of the first pay period on or after the 

nominal expiry date of the relevant enterprise agreement; 

 The nominal term of the new enterprise agreement will be 2 years from the nominal 

expiry date of the relevant enterprise agreement. 

 All Sydney Ferries policies and procedures that affect the workforce will apply for a 

period of 3 months after the commencement date, but after that the franchisee may 

depart from those policies and procedures after consultation with employees in 

accordance with the new enterprise agreements. 

 In relation to employees covered by the Sydney Ferries Salaried and Senior Officers 

Agreement 2011 who are not transferring employees it is agreed that: 

 Unless they are permanently redeployed or accept another permanent position, 

and subject to the employee co-operating in the deployment process, 

employees will not be made compulsorily redundant for 2 years from 

commencement date. 

 The franchising process will be considered special circumstances for the 

purposes of the Sydney Ferries Salaried and Senior Officers Agreement 2011 to 

provide a total of 2 years’ salary maintenance for affected employees, even if 

the employee is redeployed or accepts any other position, including lower level 

position. 

 The Government will provide relevant unions with the opportunity to make a one 

hour presentation to each tenderer to promote the employment of salaried and 

senior officers prior to the finalisation of the tender process. 
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 The Government will make provision in the franchising agreement to oblige the 

franchisee to: 

 make provision for staff of Sydney Ferries entitlements in its accounts in 

accordance with requirements of applicable accounting standards; and 

 to ensure that it has sufficient resources to honour all its staff salary, leave and 

other entitlements as and when they fall due or are take; and 

 honour all its staff salary, leave  and other entitlements as and when they fall 

due or are taken; and 

 make minimum superannuation contributions on behalf of all staff to an account 

nominated by the transferring employee, subject to it being a complying 

superannuation fund; and 

 in respect of transferring employees and casual employees who accept 

employment with the franchisee who remain members of a defined benefit 

scheme: 

 contribute at a rate which is at least equal to the minimum superannuation 

contribution rate (franchisee DB scheme); and 

 meet the costs associated with making the franchisee DB scheme contribution 

 The Government agrees during the term of each DB scheme employee’s 

employment with the franchisee to meet any additional cost required to fund the 

difference between the franchisee DB scheme contribution and the cost of providing 

the superannuation entitlement of each DB scheme employee under the defined 

benefit scheme. 

 The Government agrees to meet any individual costs required to fund any shortfall 

in the accrued annual leave, long service leave, maritime leave and leisure leave 

accrued by a transferring employee or a casual employee who accepts employment 

with the franchisee as at commencement date, or such later date as the transferring 

employee or casual employee commences employment with the franchisee. 

We note the following: 

 The FW Act Transfer of Business obligations applied with the transfer of Sydney 

Ferries services from the Government entity to a private sector company. 

 The approach adopted by the NSW Government for Sydney Ferries franchising is 

likely to have been influenced by a desire to minimise industrial dislocation. Such an 

approach will have avoided potential disruption to ferry commuters and a negative 

public relations environment associated with franchising the service provision of a 

high profile transport mode. However, the approach adopted will have impacted on 

the associated costs to Government. 

 We have not been able to ascertain cost to Government savings, if any, arising from 

the change to private service delivery. The transfer payment costs noted will have 

been substantial. Likewise the scope to improve cost performance will have been 

influenced by the requirement for the operator to incorporate annual increases of 

3.25% into a new enterprise agreement without changes to the existing terms and 

conditions. It would appear that the full financial benefit available to Government will 

not be realised until in the latter years of the contract (or potentially at next tender 

round).  

 ACTION, in terms of the industrial relations environment, and also a high profile 

transport Government owned entity, has some similarities to Sydney Ferries. The 
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approach deployed by the NSW Government appears to have been aimed at 

introducing the desired structural reform in the most risk aversive possible way. It 

served to transfer the operations from public sector operational management to the 

private sector relatively seamlessly. However, the approach will have resulted in a 

reduced level of cost savings, initially at least.  

H.3.3 Darwin Bus Service Transfer of Business transfer to the private 
sector  

In December 2013, the Northern Territory (NT) Government announced its intention to 

franchise, through a Transfer of Business, the delivery of bus passenger transport 

services operated by the Government owned entity Darwin Bus Service. Following a 

public tender, in July 2014, the Government announced that Transit Systems secured 

the contract to deliver the bus services. Since becoming operational in October 2014, 

the new operator has reviewed the Enterprise Agreement and identified several payment 

anomalies including overpayment of lunch breaks. We have been advised that the 

existing NTPS Enterprise Agreement (Northern Territory Public Sector) is being applied 

by Territory Transit the successful contractor. We have also been advised that the 

government are hopeful of a successful EBA renegotiation outcome, but that this has not 

yet been finalised.  http://www.busnews.com.au/industry-news/1411/nt-drivers-to-be-

paid-correctly (Nov 2014) 

As has occurred in similar Transfer of Business circumstances, the requirements of the 

FW Act 2009 provisions, associated with Transfer of Business, were important 

considerations. The requirements inherent in existing industrial agreements were also 

important and relevant considerations.  

The Government engaged expert legal advisers to provide guidance with regard to the 

FW Act obligations and the drafting of the contract to be executed with the successor 

operator following tender evaluation. The contract captured the obligations required of 

the successor operator and these reflected the provisions inherent in the FW Act. The 

contract also defined the requirement on the treatment of the Government owned fleet, 

which in the NT situation required that they be procured by the successor operator. The 

Government, in addition to obtaining expert legal advice, also engaged expert financial 

advisers that modelled the financial implications associated with the Transfer of 

Business  process, including the influence the FW Act obligations had on cost and 

benefit considerations. 

In making the announcement noted above, the NT Government stated in part; 

“Government will stay on as the regulator of the transport service to ensure all 

facilities, routes and fares are in line with community needs.  

“This transfer will provide new competition in the market and allow Government to 

focus on delivering the most efficient services possible, without running the day to 

day business of a public transport operation,” Mr Styles said.  

“In line with the transfer, jobs are secure, employee entitlements are preserved 

and all permanent staff will be able to transfer to the new operator. 

It is noted that all permanent staff of Darwin Bus Service were offered a position with the 

successor operator based on the same terms and conditions as they were previously 

http://www.busnews.com.au/industry-news/1411/nt-drivers-to-be-paid-correctly
http://www.busnews.com.au/industry-news/1411/nt-drivers-to-be-paid-correctly
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enjoying. The industrial instrument in place was therefore copied over in accordance 

with the requirements of the FW Act. It is understood that a new enterprise agreement 

had been entered into in 2013 and this agreement was valid until 2016. 

The legal advice provided to the NT Government was that the FW Act obligations are 

not capable of circumvention and must be complied with. The drafting of the new 

contract, and the resultant RFT requirements, reflected those obligations so that 

respondents were clear on the Transfer of Business implications. 

As a result of the Darwin Bus Service Transfer of Business, per kilometre savings of 

13% were achieved. 

We note that: 

 The FW Act Transfer of Business obligations applied with the transfer of Darwin Bus 

services from the Government entity to a private sector company. In fact during 

discussions with the NT Government representative, the rigid nature and limited 

scope and flexibility associated with of the FW Act, regarding the Transfer of 

Business, was reinforced. 

 As has been the case in other jurisdictions the FW Act, industrial agreements and 

contracts are key aspects that need to be managed as part of the Transfer of 

Business planning and implementation.  

 As is the case in ACTION, and the employees of Darwin Bus Service members of 

the TWU, it’s very likely that the terms and conditions of their existing industrial 

agreement are more generous than that which exists in a typical private sector 

agreement. The quantum of the savings was potentially influenced by those terms 

and conditions being transferred to the successor operator. 

 It is understood that the conditions of the copied agreement remain in force until a 

new agreement has been negotiated and negotiations have already commenced. 

 The NT Government engaged high quality legal and financial advisers to guide the 

process; this is considered to be a prudent and fundamentally important approach. 

H.4 Summary and Conclusions 

1) It is clear that the requirements of the FW Act 2009 with regard to Transfer of 

Business, should the ACT Government seek to franchise the delivery of bus 

passenger services, must be taken into account in planning and be complied with. 

This situation is applicable even in the event that ACTION buses was abolished 

from its existing structure and established as a Government Business Enterprise 

(GBE) or a State Owned Company (SOC).  

2) Key documents that requiring careful consideration and underpin any Transfer of 

Business planning include; the FW Act 2009, industrial agreement or award that 

applies to existing employees and the franchise agreement. 

3) If there is a Transfer of Business, the FW Act provides for certain terms and 

conditions of an ACTION employee transferring to the new employer. The transfer of 

those terms and conditions is achieved by creating a new instrument—called a 

“copied State instrument”—for the transferring employee. The new instrument is 

enforceable under the FW Act. It is our view the ACTION Enterprise Agreement 

2013 – 2017 will be a copied state instrument as described in the FW Act should a 

Transfer of Business arise. 
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4) The experiences of both the NSW government, with regard to Sydney Ferries, and 

the NT Government with regard to Darwin Bus Service, are informative. The high 

profile nature of the Sydney Ferries services and the historical industrial relations 

environment represents a significant political and public relations risk if the 

employee organisations mount a public and industrial campaign against franchising. 

A similar situation, for the same reasons, could arise in the ACT with regard to 

ACTION. The NT situation with Darwin Bus Service, although significantly smaller 

and a less complex bus service provider than ACTION, demonstrates the 

requirements of Transfer of Business under the FW Act. It demonstrates the 

influence it can have on the quantum of achievable short and medium term savings, 

relative to historical outcomes achieved in public transport service franchising 

circumstances.  

5) If a Transfer of Business is contemplated, the approach adopted in NSW for Sydney 

Ferries has merit. It is not suggested that an arrangement as generous as that 

provided be replicated. However, the strategy adopted whereby favourable 

conditions are negotiated as incentives, and are reflected in a binding agreement 

and then embedded in the initial franchise agreement to facilitate a seamless 

change, may be a worthwhile approach in the ACT. It may be possible to provide 

existing employees a transfer payment on termination, in return for agreeing to 

enter into an enterprise agreement that is reflective of the successor employer 

existing agreements terms and conditions from service commencement. We are 

unclear if such an arrangement would be accepted by the FWC. However, if the 

parties were in agreement, the FWC may ratify such a proposal. If this approach 

was successful, it would permit the attainment of savings related to more effective 

resource allocation and private sector terms and conditions from service 

commencement. The scope for such an approach would require professional legal 

advice and detailed financial analysis. 

6) The method adopted in the NT to facilitate Transfer of Business is constant with the 

obligations of the FW Act. This approach is to undertake the necessary planning to 

franchise the services and do so in accordance with the framework of the FW Act 

and existing industrial agreements. If the same approach were to be adopted in the 

ACT, the end result would see the Transfer of Business occur, however the 

employees existing terms and conditions will carry over to the new employer until 

such time as the nominal date of the existing agreement occurs, or earlier if a new 

agreement has been reached between the parties. Any cost savings relating to the 

change will be influenced by the nature of the existing terms and conditions, until 

such time as they are changed to reflect contemporary private sector terms and 

conditions. This approach also represents some risk, in that unions and their 

membership may actively resist the intended change and initiate a public relations 

and industrial campaign. 

Should the ACT Government embark on a process for the services operated by 

ACTION, where Transfer of Business as described in the FW Act arises, subject to the 

attainment of satisfactory cost benefits, an approach similar to that undertaken by the 

NSW Government for Sydney Ferries appears to represent the least risk to achieve a 

relatively smooth transition. The approach entails providing a level of incentive to 

transferring employees. Such an approach should not, in our opinion, contemplate 
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incentives that are as generous as those provided for Sydney Ferries transferring 

employees.  

The incentives should not be provided without agreement regarding the nature of the 

enterprise agreement that will apply to the transferring employees with the successor 

employer. This occurred in Sydney Ferries; however they adopted an approach whereby 

the existing terms and conditions were extended and incorporated annual wage 

increases. We would advocate an agreement that amends the terms and conditions to 

reflect those contained in a successor operators agreement for their current employees. 

The scope to undertake this approach requires professional legal and financial analysis 

and advice. 

The approach adopted in the NT for Transfer of Business if replicated in the ACT, is 

likely to generate some risk associated with union and employee resistance, with 

potential negative public relations campaigns being mounted. Any cost savings will be 

influenced by the transferring employee’s terms and conditions going across to the 

successor employer until such times as those terms and conditions can be negotiated 

out by the successor employer. The cost risk to the successor employer will be reflected 

in the price offered as part of any tender process. This approach will achieve a Transfer 

of Business outcome and be consistent with all legal requirements and obligations. 

The ACTION enterprise agreement includes provision for internal bids in a franchising 

environment. If a Transfer of Business arises, and it transpires that an internal bid is 

contemplated, the approach adopted in the NT is likely to be more appropriate. If 

incentives for transferring employees are established as a legal and financially viable 

option as outlined above, it is possible that an ACTION in-house bid may seek to 

develop a new enterprise agreement reflective of private sector agreements terms and 

conditions, and have transferring employees aligned to the new agreement in return for 

the severance benefit payment. However, an in-house bid will retain the Government 

ownership nexus. In such circumstances, it can be confidently predicted, if ACTION is 

successful with the in-house bid, the TWU and their members will use the ownership 

negotiating leverage to good advantage, as it has in the past. Any potential savings will 

be eroded as industrial and political pressure is applied to the Government, as owners, 

to improve wages and conditions commensurate to what has been available to them 

historically. This would arise, in our view, despite any payment of the severance 

package as an incentive and compensation for acceptance of changed employment 

conditions. Should the approach adopted by the NT be applied, in our view, an ACTION 

in-house bid is unlikely be cost competitive relative to alternative bids provided by 

competent private sector operators. 

H.5 Sources: 

 Fair Work Act 2009 

 Fair Work (Transfer of Business) Bill 2012 

 ACTION Enterprise Agreement 2013 – 2017 

 Deed NSW HR-IR Ferries Franchising   

 Sydney Metropolitan Bus Service Contract 

 Media Release NT Government Minister for Transport Darwin Bus Services 6th 

December 2013 
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 Media Release NT Government Minister for Transport Darwin Bus Services 21st 

July 2014 

 Discussions – MRCagney and Director Passenger Transport – NT Government 

 Discussions – MRCagney and Transition Manager TFNSW 
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APPENDIX I On Time Running 

JURISDICTION 
ON-TIME 
RUNNING ON TIME' DEFINITION CSI COMMENTS 

AUSTRALIA         

TransLink - 
Brisbane/SEQ 95.00% 

actual departure from timing point between 2 mins early and up to 6 minutes late 
(less than 1.2% trips audit) 

68% (reliability 
and frequency 

only) 

Only CityTrain OTR is published - 96%). 
95% buses is what TTA reported to 
media 

Perth 75.07% 
actual departure from timing point from 0 to within 4 minutes and 59 seconds of 
scheduled departure 81% 

TransWA Annual Report 2012/13. 
Currently no published content. 

Adelaide  91.92% 
arrival within 1 minute early and up to 5 minutes late at timing point (operator self-
reporting only) n/a Adelaide Metro Website 

Melbourne 94.30% no early, and up to 5 minutes at any point in the timetable 75.5% PTV Annual Report 2012/13 

Sydney - STA 88.17% 
starts trip between 2 mins before and up to 6 minutes after scheduled arrival time 
at the terminus (punctuality indicator instead of on time reliability). 79.0% 

StateTransit QTR 3 and 4 Reports 
2012/2013 

Sydney - Private 
buses 92.40% 

starts trip between 2 mins before and up to 6 minutes after scheduled arrival time 
at the terminus. n/a 

StateTransit QTR 3 and 4 Reports 
2012/2013 

CANADA         

Ottawa 65.00% between 0-5 minutes of scheduled departure time 80.00% OCTA Website 

Calgary n/a not part of published KPIs 75.00% City of Calgary Annual Report 2012/13 

Vancouver 95.50% within 2 minutes - NB light rail services only 76.00% TransLink Annual Report 

USA         

Honolulu 73.00% between 0-5 minutes of scheduled departure time 87.7%   

Portland 75.60% between 0-5 minutes of scheduled departure time 66.0% CSI is public (non users also) 

Seattle 76.40% actual departure between 1 min early and up to 5 minutes late 85.1%   

NEW ZEALAND         

Auckland 91.00% departing within 5 minutes of schedule 84.80% AT Annual Report 2013 

Wellington 99.00% 
bus services depart the terminus at the scheduled time or up to 10 minutes after 
(based on information provided by operator). 65.00% MetLink Website 

Average across QTR 3 and 4 - 2012/13 reporting year. 
  NB Definitional variances - between 4 to 8 minute performance windows. Some are operator self-assessed/reports. Others are based on small audits. 
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APPENDIX J Coverage Productivity Analysis Process 

Data Source 

Patronage performance data per bus service (distinct data for each direction of each route 

at each distinct scheduled start time, averaged across weekdays 13-17 Oct. e.g. 2 South 

at 7.34am, 2 South at 7.56am, 2 North at 8.23am)  

netBI data extract using parameters: 

Cube Trip Analysis 
  Organisation Action Transport 
  netBI 

account 
Barry Watkins 
(ACT) 

  Date Created 24-Oct-2014 11:03 
  

    

 
X Y Z 

Dimensions Stop Sequence 

Route 
Direction 
Minute 
Service 

Average Boardings Per 
Stop 
Average Alightings Per 
Stop 
Average Load Per Stop 
Average Seating Cap Per 
Stop 
Average License Cap Per 
Stop 

Sort Name Ascending 
Name 
Ascending 

Name Ascending 

Summary All  All  All  

Suppress 
Zeros 

No No No 

Display All No No No 

    Filters All Dates 

 

Period Date 

13-Oct-2014 
14-Oct-2014 
15-Oct-2014 
16-Oct-2014 
17-Oct-2014 

 

Population data 

Australian Bureau of Statistics Census 2011 data at meshblock level 

Bus network data 

ACT GTFS feed dated 10 September 2014. This includes the route geometry, and 

the scheduled duration to complete each run. 
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Analysis Process 

The GTFS feed was converted from text tables to spatial layers and opened in QGIS, an 

open-source geographic information systems program, and a 400m buffer from each 

calculated. Census meshblock polygons were loaded, and the centroid calculated to 

accelerate processing by working with points rather than polygons (this does not 

substantially alter the results as urban- and suburban-density meshblocks are small).  

The service level for each meshblock was determined by calculating the number of bus 

services per day passing within this buffer distance. These services were broken down by 

route number, direction and scheduled start time. This was done using the Python 

programming language and a range of open-source spatial analysis modules. 

These results were then processed further in Excel to determine the total number of 

services for each meshblock, and what proportion of this was provided by each service. 

This was then multiplied by the population of the meshblock. This was then summed for 

each service, to show how important the coverage function of each service was.  

For example, if 1000 people in an area are served by 10 bus services per day, each of 

those bus services could be considered to provide 1000/10 = 100 person-trips of coverage 

per day. In contrast, if 1000 people in an area are served by 50 bus services per day, 

each of those services only provides 1000/50 = 20 person-trips of coverage per day.  

The highest coverage score will be achieved by a bus service that reaches a large 

number of people who are served by few services. In contrast, the lowest coverage score 

will be achieved by a bus service that reaches a small number of people who are served 

by many services. 

This analysis is limited by working with route line geometry; proximity to some routes does 

not translate to coverage if buses on those routes do not stop, as is the case for express 

services and buses on limited-access roads. Follow-up analysis could improve this 

accuracy by working with road-following walking catchments to home address points from 

each stop served by each route.  

Determining how much of the population has any or no bus coverage as different routes 

are removed is a more iterative analysis with a very large number of permutations and has 

not been undertaken. This analysis of relative service levels was considered to be more 

relevant for the assessment of the productivity of specific bus services. 

 

 

 

 


