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Table 1 : Basic  Data

	City
	Adelaide

	Area
	Adelaide

	Country
	Australia

	Transport Authority
	Department of Transport Energy and Infrastructure of the Government of South Australia

	Agency Name
	Office of Public Transport

	URL
	www.opt.dtp.se.gov.au  (website of Office of Public Transport)

www.adelaidemetro.com.au (website of Adelaide Metro)

	Area of coverage
	Adelaide Metropolitan Area

	Population

(urban)

(suburban)
	1.1 million

	Area 

(urban)

(suburban)
	

	Procurement basis
	Area contracts on a gross cost basis with patronage and quality incentives

	Transport modes
	Public transport in the Adelaide Metropolitan area consists of three service types/modes :

· City bus, including the ‘O-Bahn’ guided busway

· Commuter Rail

· Tram




Table 2 : Political Framework and History of Reform

	City
	Adelaide

	General Political contest
	

	Nature of national political system
	Australia is a Federal territory. It consists of States which each have their own Parliament, Government and Legislation. For certain matters, the Federation has authority. For a wide range of matters, including the organisation of local government and transportation within the State, the State chooses its own direction. Hence, the organisational structure, policy and market approach can be radically different between Australian States.

	Hierarchy of Authorities
	The Government of South Australia is the main authority, covering the entire territory of South Australia. (Note : all references to ‘Government’ here relate to the Government of South Australia, not to Central Government).

The next layer is the local councils. Adelaide City Council only covers the central grid and North Adelaide – the total metropolitan area consists of many local councils, and there is not a single Greater Adelaide authority. 

	Allocation of powers among jurisdictions
	The Government of South Australia covers the entire State. The Office of Public Transport has responsibility for the entire State. Inter-jurisdiction allocation of power is not an issue for urban and local passenger transport.

	Primary level of transport authority
	The primary level of transport authority is the Department of Transport, Energy and Infrastructure (previously the Department of Transport and Urban Planning). It is the passenger transport authority both for the city of Adelaide and the state of South Australia.

	Structure of the Transport Authority
	The Office of Public Transport (OPT) is an integral part of the Ministry for Transport Energy and Infrastructure of South Australia. It supersedes the Public Transport Board which had previously performed the same task. The OPT is responsible for all of South Australia, although given the low population elsewhere in the state, it mostly focuses on Adelaide. 

The executive arm of the OPT provides the professional, administrative, integration and promotional services for public transport throughout South Australia, but again focusses very much on the Adelaide region. There are no formal links between OPT and the councils, although there are working relationships. These are mostly at the planning level.

The OPT has the power to enter into contracts, to own property, and to procure transport services. However, under the Transport Act 1994 it is not allowed to operate transport services. The OPT has complete authority concerning the network.

Following the most recent restructuring (2004), the ownership of the assets for the production of public transport have been positioned within the OPT. Previously they had been with Transport SA, a Government-owned entity which held ownership of public transportation assets such as roads. 

The 5 or 6 towns in the proximity of Adelaide have town services which are under permit to the OPT, which covers ⅔ of the cost. The OPT regulates the long-distance transport services in the state. Schools transport is normally provided by the schools themselves, or under the Department of Education. In the rural areas, there are some community transport networks. These are done on a voluntary basis, but OPT pays for the local transport co-ordinator. 

Caution : The following is a best interpretation of the situation.. Incredibly, none of the documentation, websites etc. actually state who Adelaide Metro are, or the nature of the entity.

Adelaide Metro is the public face of the passenger transport for Adelaide. It is owned and controlled by DTEI, and deals with all the identity, customer interface, customer-facing services, promotion of passenger transport etc. The network itself is defined and procured by OPT, and is operated by the contracted operators. This, Adelaide Metro is given the network and a set of tasks to do. This keeps the OPT at arms-length from the day-to-day operational, customer-facing and citizen query functions.

	Participating entities
	

	Funding sources
	Fares income and exchequer revenue from the Government of South Australia.

	History of Reform
	

	Previous systems
	Until 1974, public transport in Adelaide had been provided by 16 private bus companies, as well as a tram company and South Australian railways. All of these systems were then integrated under the State Transport Authority (STA).  

Prior to 1994, the STA was the transport authority and operator, thus acting in the classical style of municipal/state public sector operator (similar to a UK PTE prior to deregulation).

	Phasing of replacement
	Following the 1994 Transport Act, the Passenger Transport Board (PTB)  was established and the executive arm provides the professional, administrative, integration and promotion functions for passenger transport in South Australia. In parallel, the operating services were transferred to TransAdelaide, which was spun off as a publicly-owned operating entity. Therefore, PTB can best be considered as retaining all of the other functions, and thus similar to the transport authorities in Helsinki, London etc.

The first round of tenders was run in 1995/6, based on area contracts, some of the franchises were won by private operators. They were then theoretically in a position to plan and adapt the network and the services in their contract area, but in practice this remained tightly controlled by PTB and was considered one of the failings of the first round of tenders. 

In order to allow the first round of tenders to be offered as areas, the cross-city routes were discontinued, and the network was effectively re-planned and set by PTB prior to the call for tenders. In the second round of tenders (contested in 1999, service start 2000) some of the areas were combined and many of the cross-city routes were restored.

In the second round of tenders, PTB again carried out the network planning, and defined the routes in the call for proposals. Operators were free to propose alternatives, but in practice any such changes were minor. Thus, the new tenders all began with a set of route specifications within an overall network that was very much defined by the PTB.

A first stage of tenders was offered in 1995/6 in two rounds, amounting to about 43% of the bus supply across five of Adelaide’s 14 areas at the time. TransAdelaide won 3 of the 5 (24%) and SERCo won 2 (19%). The remaining 9 areas were offered on a negotiated basis, 8 with TransAdelaide and 1 with TransitPlus. It was foreseen that these would be tendered out on subsequent rounds, but a major review of the process was undertaken and no further awards were made until 1999. The first stage, the issues, and the resolution are well described in Bray and Wallis (2001).



	Key motivations
	Reduction in cost of public transport subsidies

Increase in service quality and citizen satisfaction with public transport

Increase in public transport usage levels and mode share

	Main changes in original reform
	Establishment of the PTB and definition of its role

Restructuring of the public bus operator to form TransAdelaide

Competitive tendering for access to the public transport market

Area contracts

	Subsequent changes in 1998-2000
	Following an detailed consultation process, major amendments were made to the scheme between the first and second round of tenders. The principle changes being : 

· The 100 bus limit on a contract area was removed

· Provision was made to allow a near-automatic renewal for a second five year period, to allow time for investment recovery and for innovation

· The incentive portion of the contract payment was reduced

· The complexity of the bidding process was reduced, and it was structured as a call for proposals rather than a precise call for tenders

· The number of areas was reduced to 6 plus one route from 10 plus four routes, and cross-city services were restored

In 1999, the second stage of tendering was implemented. All services, including those contracted out in the first stage, were put out to tender in a single action. This is described below. The services were awarded during 1999, and were implemented in April 2000.

The Passenger Transport Act 1998 made amendments to the basis for procurement. This required the PTB to take into account four principles, and to demonstrate clearly that they had achieved these :

a) service contracts should not be awarded to allow a single operator to obtain a monopoly, or market share that was close to a monopoly, in the provision of regular public passenger transport services in metropolitan Adelaide

b) sustainable competition in the provision of regular passenger services should be developed and maintained

c) the integration of passenger transport services should be encouraged and enhanced

d) service contracts should support the efficient operation of passenger transport services and promote innovation in the provision of services to meet the needs of customers

These principles formed part of the basis for the evaluation and selection of operators.

Ownership of the public assets of transport production (depots, buses) was vested in the Government-owned entity Transport SA



	Any major problems that stimulated changes
	Low interest of the private sector and low willingness to bid under the scheme used in the first round of tenders

Need to make provision for 100% tendered system rather than adaptation of legacy regime 

	Further changes in 2002
	In 2002, the PTB was abolished, and a new entity called the Office of Passenger Transport was established, taking over the personnel and tasks of the PTB. The most significant change was that the OPT was now fully incorporated within the Department of Transport and Urban Planning. 

	Restructuring in 2004
	In 2004, the government departments were restructured, and a new Department of Transport Energy and Infrastructure was created. Its website gives the following information : 

“The Department for Transport, Energy and Infrastructure, Office of Public Transport brings together all the key functions of good public transport, combining service design, marketing, infrastructure and planning in one cohesive organisation as part of the Department for Transport, Energy and Infrastructure. The Department for Transport, Energy and Infrastructure, Office of Public Transport determines the provision of services by bus, train, tram, taxi and hire car that most efficiently uses the resources available while considering the needs of various sectors of the community from urban commuters to the isolated and disadvantaged in all parts of the state. The Department for Transport, Energy and Infrastructure (DTEI) has diverse responsibilities in relation to transport system and services, energy policy and regulation, and infrastructure planning for South Australia.”

Under the restructure the DTEI Portfolio will comprise the following Agencies/Offices:

Adelaide Metro 

Energy SA

Microeconomic Reform and Infrastructure Branch 

Office of Public Transport

Office of the Technical Regulator (deals with Gas and Electricity, not passenger transport)
Office for Infrastructure Development

Office of the Chief Information Officer 

Transport Planning Agency and Transport Services Agency (Transport SA) (deals mostly with roads and other transportation, not passenger transport) 

Additionally, the following Agencies/Offices are moving from DTEI to Primary Industries and Resources SA (PIRSA): 

Planning SA

Office of Local Government

Office of the North

Office of the Southern Suburbs

Office of the North West

Office of the North West 

Regional Ministerial Offices (Office of the Murray and Office of Upper Spencer Gulf, Flinders Ranges and Outback) 




Table 3 : Legal and Institutional Framework

	City
	Adelaide

	Legal Framework
	

	Applicable legislation for : 

Transportation

Institutional framework 

Market Entry 

Competition 

Route licencing

Operator licencing

Vehicle./driver licencing

Funding
	The primary legal basis for the public transport is the Federal Transport Act of 1994. This confers the rights and obligations for public transportation to the State, and this is vested in the Ministry for Transport and Urban Planning. 

This gave the PTB has the power to enter into contracts, to own property, and to procure transport services. However, under the Transport Act 1994 it was not allowed to operate transport services. The PTB has complete authority concerning the network.

The Passenger Transport Act 1998 made amendments to the basis for procurement. This required the PTB to take into account four principles, and to demonstrate clearly that they had achieved these :

a) service contracts should not be awarded to allow a single operator to obtain a monopoly, or market share that was close to a monopoly, in the provision of regular public passenger transport services in metropolitan Adelaide

b) sustainable competition in the provision of regular passenger services should be developed and maintained

c) the integration of passenger transport services should be encouraged and enhanced

d) service contracts should support the efficient operation of passenger transport services and promote innovation in the provision of services to meet the needs of customers

 

	Legal Basis and right of initiative to :

Open a route

Assign operators

Change route

Change operator

Close route
	The legal right is with the Ministry of Transport and Energy and Infrastructure. This is implemented through its operational division the Office of Public Transport.

	Institutional Framework
	

	Listing of all relevant agencies
	Department of Transport Energy and Infrastructure

Office of Public Transport 

Adelaide Metro

	Primary functions of each agency
	Caution : This section describes the Passenger Transport Board at October 2001. This has subsequently been replaced by the Office of Public Transport, and Adelaide Metro appears to have taken on the customer- facing roles. It is unclear whether the functions have fundamentally changed.

Following the 1994 Transport Act, the PTB was established and the executive arm provides the professional, administrative, integration and promotion functions for passenger transport in South Australia. In parallel, the operating services were transferred to TransAdelaide, which was spun off as a publicly-owned operating entity. Therefore, PTB can best be considered as retaining all of the other functions, and thus similar to the transport authorities in Helsinki, London etc.

Fare levels are set by the Government of South Australia. The PTB makes recommendations to the Minister for Transport and Urban Planning, who brings them to Cabinet for approval. In practice, the political pressure is there to keep the fares as low as possible, and a 7% fares increase a few years ago resulted in a loss in patronage. However, the Ministry for Finance have imposed requirements in relation to financing, so this acts as a counterbalance. 

Ticketing is integrated across the Adelaide metropolitan area. This is owned and operated by PTB, and branded as “Metroticket”. All services in the Adelaide area (except some Regulation 4A services) are operated under a gross cost contract to PTB, and hence all fares, ticketing and pricing decisions are taken by PTB at their own risk.

PTB’s main relevant activities are : 

· Regulates transport services, including buses, taxis, charter buses, trains and trams

· Co-ordinates all of the public transport in South Australia, and particularly in Adelaide

· Prepares, evaluates, manages contracts, makes payment and administers all of the tendered services. 

· Develops, manages, and promotes the integrated ticketing system, handles the distribution of tickets, and the creation of new fare products

· Develops, produces, distributes and updates passenger transport information

· Markets and promotes public transport

· Sources and distributes the finances for the public transport services

· Funds concessionary and other fare schemes

· Reporting to Government and other agencies

Within the Contracts Unit of the PTB, the staffing is : 

· Contracts Manager 

· 2 Planners 

· 5 Contract management staff

· 2 staff with financial expertise (administration of payments, reporting)



	Relationships among agencies
	OPT and Adelaide Metro are both divisions of DTEI



	Fund flows among actors
	

	Schematic
	

	Who plans routes
	Caution : This section describes the situation at October 2001. The PTB  has subsequently been replaced by the OPT. A new round of tenders for about half the network  took place in 2004 with services commencing in April 2005. It is unclear whether the planning role has changed as a result of these changes.

Responsibility for planning of the network has now passed to the operators, although PTB remains the transport authority and can ultimately veto any proposal.

Prior to 1994, the STA was both the transport authority and operator, and hence carried out all of the network planning for its own operation. Following the separation of the operations to TransAdelaide, PTB continued to carry out the network planning. 

In the first round of tenders in 1995/6, some of the franchises were won by private operators. They were then theoretically in a position to plan and adapt their services, but in practice this remained tightly controlled by PTB and was considered one of the failings of the first round of tenders. 

In order to allow the first round of tenders to be offered as areas, the cross-city routes were discontinued, and the network was effectively re-planned and set by PTB prior to the call for tenders. In the second round of tenders, some of the areas were combined and many of the cross-city routes were restored.

In the second round of tenders, PTB again carried out the network planning, and defined the routes in the call for proposals. Operators were free to propose alternatives, but in practice any such changes were minor. Thus, the new tenders all began with a set of route specifications within an overall network that was very much defined by the PTB. 

Since award of the areas to the private operators, the operators are obliged within their contract to review at least 20% of their routes every quarter. This does not require them to actually make any changes, but they must at least review the routes for adequacy. PTB encourages transferring of resources from under-utilised routes to routes which have greater demand or potential. While in the first year there has relatively little change, the PTB have now become more receptive to the concept and the operators are starting to find that they are allowed more freedom. 

Experience in the first years of the new area contracts showed that the operators have exhibited different patterns, and that this is very much dependent on the people and the skills within their organisation. 

PTB are entitled to direct the operators to make changes. There is already a formula in the contract to take into account any additional mileage, and since the contract is gross cost, the revenue risk lies with PTB anyway. PTB have been allowed to retain the savings from the competitive tendering process, and hence they have some budget for expanding the services. 

PTB still has two planners on their staff who were planners when the function was at PTB, are very experienced, and understand the impact of changes. They continue to assess both the proposals from the operators, and emerging travel needs.

Routes do not have a formal licence. The contracts for the area franchises describe : 

a) the boundaries of the area

b) other operator services allowed in the area, and any applicable restrictions

c) the routes

d) the timetables as of contract start

Minor changes to timetables do not require a formal process, but need to be notified to PTB for timetable and other public information purposes. 

More significant changes (e.g. add/delete route, change route alignment, significant service level change) must be submitted to PTB for approval. The approved changes are then reflected in a contract variation. 



	Who operates the competitive process
	Office of Public Transport

	Who signs the contract
	Office of Public Transport

	Who monitors performance
	Office of Public Transport

	Who administers the contract
	Office of Public Transport

	Who is responsible for bus operations management
	Contracted transport service providers

	Who is responsible for bus operating environment ?
	

	Procurement of transport services
	This section describes the procurement used for the tendering round of 1999 for which services commenced in 2000. A new round of tenders was launched in 2004 for about half the network, with services commencing in April 2005. Some relevant comments have been added, but it would be useful to update this section in the coming months when the changes have been documented. 

	Basis of procurement
	OPT procures bus services on a gross cost basis through a competitive tendering process. Services are procured on an area basis, in which the winning operator has exclusive operating rights, except where other operators are allowed to bring a service into or through the area on a pre-defined basis (with or without restrictions on pick-up/set-down).

Services have been procured on a gross cost basis. A total of 7 contracts have been let. Payment is made on the basis of a fixed sum plus a patronage payment plus a service payment. The formula is defined in the contract. The patronage payment provides an incentive for the operator to assist in initiatives that will grow the level of public transport usage. The service payment relates to any agreed changes in the volume of service provided. 

Assets (buses, depots) are leased from Transport SA. The option was provided in the second stage for the operators to provide their own assets, but all winning bidders opted for lease of public assets. Shortly after the contracts commenced, the Australian Government introduced a Sales Tax. Since this had the impact of adding transaction taxes to the lease, it was decided to remove the lease payment, and offset this in the contract payment. Thus, the operators are currently using the assets without explicit charge.

	Nature of competitive mechanism
	The second stage of tendering involved the total metropolitan area. It was parcelled as six areas of differing bus requirements, plus the city free service. 

In advance of the second stage of tendering, PTB generated a database of potentially interested parties. As well as Australian firms, they obtained information from UITP and other international sources of companies that provided bus services under tender, especially those that operated on an international or multi-regional basis. In addition, the first stage had attracted substantial international interest, to PTB generated additional inputs to the database.

PTB wrote to all of the companies in the database to advise them of their intention to proceed. When the second stage commenced formally, PTB advertised in the Australian press, and wrote again to all companies on the database. 

In all, 27 expressions of interest were received (including the three incumbent operators) with a few international bidders. These expressions of interest were reviewed by the Project Evaluation Committee (PEC) and it was decided that they should all be allowed to move to the next phase. On 17th June 1999 the Request for Proposals was issued to all 27 who had expressed interest. The Request for Proposals was issued on a CD Rom and included the following : 

Part A

Proposal Instructions


Part B

Contract Requirements


Part C

Draft Schedules for Payment Arrangements


Part D

General Specifications of the PTB Contract


Part E
A1 
 East West Area Specifications



A2  
North South Area Specifications



A3  
Outer North East Area Specifications



A4  
Outer North Area Specifications



A5  
Outer South Area Specifications



A6  
Hills Contract Area Specifications



A7 
City Free Route Specifications


Part F

Government Supplied Bus & Depot Information


CD Rom Disk 1 
Includes all above information:




including Proposal Forms & Tables (Excel format)


- bus stops & shelters locality

CD Rom Disk 2
 Includes:




- timetables (Excel format)



- Passenger Transport Act 1994



- Passenger Transport Regulations

Attachments:
PTB Annual Report




The Creative State (Booklet & CD)




Business Franchise Act information


Additional data on assets (buses, depots) were made available in late-June and inspection visits to the premises were organised in the first week of July. While operators were free to propose their own assets, in fact all winning bidders opted to use the public assets on a lease basis from Transport SA. A style guide was also issued subsequent to the initial CD ROM.
Subsequent to the issue of the RFP, briefing sessions were held in open session for the operators. These focussed on the structure of the competition, the expectations of PTB and what they wanted from both the bid and the company, the pricing approach, the payment formula. There was an open Q&A session. 

Interested bidders could also ask questions subsequently, on the basis that all questions and answers would be published and distributed to all. A few confidential questions were allowed, but always checked with the Probity Officer first. 

The Request for Proposals was issued on 17th June 1999. Proposals were required to be submitted by 3rd September 1999, with a start date for services of 24th April 2000. Winners were notified in January 2000, which effectively allowed 3 weeks for negotiations, and 3 months to prepare for start-up of services. 

Respondents must provide the following when submitting their Proposals:

· 1 original, marked ORIGINAL on every page
· 2 copies, marked COPY 1 and COPY 2 on every page
· 1 unbound copy, marked COPY 3 on every page
The Proposals are also to be provided in electronic format (CD or disc) using Microsoft Office 97 software products. Where there is a discrepancy the information contained in the Original is taken as being correct. 

Proposals had to be delivered by 4.00 pm on 3rd September 1999 by hand or post, and sealed and market Strictly Confidential.


	Unit of procurement
	Area of the city.

	Is there a pre-qualification stage ?
	Interested bidders were required to submit an Expression of Interest. 



	If so, how does this work ?
	In all, 27 expressions of interest were received (including the three incumbent operators) with a few international bidders. These expressions of interest were reviewed by the Project Evaluation Committee (PEC) and it was decided that they should all be allowed to move to the next phase. On 17th June 1999 the Request for Proposals was issued to all 27 who had expressed interest.

	What are the pre-selection critieria
	

	What are the selection criteria ?
	The selection criteria is described as follows in the RFP :

“The primary criterion for evaluation of each Proposal is the extent to which, in the PTB’s opinion, it offers value for money.  In considering the extent to which a Proposal offers value for money, the PTB will not limit itself to the prices and service levels offered but will also have regard to other relevant factors including but not limited to:

a) the Respondent’s capacity (both financial and operational) to meet efficiently and without interruption, the needs of the PTB, TSA and passengers (both existing and potential);

b) the extent to which the Respondent proposes or has the capacity to improve the quality of the Services and their cost-effectiveness to the PTB; and

c) the extent to which the Proposal enhances the performance of the PTB’s statutory functions and is consistent with the policy expressed in subsection 39(3) of the Act.”
The information sought by the PTB for evaluation is grouped into the following 11 categories.  Noted against each category are the sections of Part A of the Request for Proposals which specify the information required.  The information being sought could be considered equivalent to a Business Plan.

a) Corporate Operations and Experience (Section 7.8)

b) Operational Plans (Section 8.1)

c) Service Development Plans (Section 8.2)

d) Customer Service, Safety and Security Plans (Section 8.3)

e) Infrastructure Plans (Section 8.4)

f) Management Plans (Section 8.5)

g) Implementation Plans (Section 8.6)

h) Contract Price (Sections 7.6)

i) Corporate Structure and Financial Capacity (Section 7.8)

j) Economic and Industry Development Proposals (Section 8.7)

k) Any Special Conditions set by the Respondent (Section 8.8)

Respondents must provide the information sought for all but the last two categories listed.  Categories (j) and (k) are optional.

Whole of Government factors to be considered in the evaluation: There will be a broad whole of Government assessment, involving factors such as the total cost to the Government resulting from each Proposal.



	What is the relative weighting 
	

	Describe the selection process
	A total of 16 companies submitted bids, covering 87 proposals for the various areas.

The evaluation and selection process was quite complex, and a number of mechanisms were put in place to both get the best result and to ensure fairness in the process. The three main mechanisms were : 

a) Appointment of a Project Evaluation Committee (PEC), including external members, to advise PTB and oversee the process

b) Appointment of a Probity Officer

c) Establishing five different strands for the evaluation, none of which had sight of the information in the other strands

The five strands were : 

· Service design

· Customer service

· Infrastructure and security

· Implementation and management

· Finance and corporate capability

The evaluation and selection phase took about three months. It was carried out in four phases 

1) Preliminary evaluation and compliance review

2) Detailed evaluation of the qualitative characteristics and the financial aspects of the proposals conducted by the five evaluation teams. These processes were undertaken independently of each other to avoid any possibility of ‘non-price’ and ‘price’ characteristics potentially influencing the respective assessments of members of the Evaluation team.
3) The PEC used the advice of the five evaluation teams to undertake a ‘value for money’ assessment for all contract areas which integrated quality and price attributes.

4) The Board received the recommendations of the PEC. In addition, the PTB took into account any significant economic or industry development, whole of Government factors, or other relevant factors in its determination of the companies with which PTB would enter into negotiations. As it happened, whole of Government costs did not alter the recommendations.

In addition, an independent consultant was retained to undertake a benchmarking study to compare bid prices with efficient benchmark costs for private bus services. 

The recommendations were then approved by the PTB Board on 4th January 2000, and referred to the Minister and to Cabinet on 27th January 2000. Note that section 39(3b) of the Passenger Transport Act 1994 requires that the PTB provides a report to the Minister within 14 days of awarding a contract for the provision of passenger transport services in Adelaide.

A debrief was available to any operators who requested it. The process seems to have been well accepted by the bidders. There was only one objection, and that came from an operator who thought that there would have been a “best and final offer” phase, and hence had kept a little bit in reserve. This objection was not pursued through the Courts. 

Three operators were ‘put aside’ due to poor performance or proposals, but were not actually eliminated or disqualified. This meant that PTB could have gone back to these proposals if necessary.

The contract process was relatively straightforward. The conditions of contract and the basis for the service was already well understood from the proposals. The basis of payment was well understood, and the network was already defined. 

There were no big issues on the table, and the main issue was defining the values of the KPI’s for the individual operators. There was some discussion on indexation.

The contract includes all aspects of the service specification, the performance regime, the payment regime, quality standards, and obligations on both the operator and on PTB, as well as the administrative dimensions and the provisions for termination. The contract also contains the mechanism and the basis for extension for a second five-year period.

	Contract for services
	

	Duration of contract
	Five year contract with option for further 5 years.

	Is there a bonus/ penalty regime
	The operators have obligations to self-report many dimensions of the service provision :

· There is a pre-defined set of data to be provided on a monthly basis to PTB. 

· Key Performance Indicators (KPI’s) are reported to PTB on a quarterly basis.

· An annual report must be provided

PTB also collects performance measures by two main methods :

a) A set of independent checkers monitor the quality and provision of the contracted services. They use GPS hand-held units to record information.

b) Customer satisfaction ratings are taken covering both service delivery and perception of personal safety

Monthly meetings are held with contractors on a one-to-one basis. These are formal minuted meetings at which issues and concerns are raised and operators are required to provide resolution to these issues. 

There is, apparently, some frustration on the part of the operators on the grounds that the PTB officials cannot make commitments and lack autonomy or decision-taking powers. They have to get off-line clearance through the various layers of bureaucracy, and hence the meetings are not between two peers who have the authority to resolve matters or give undertakings.

Monthly meetings are also held with all of the operators together. These tend to focus on issues such as the measurement of the KPI’s, and whether they are truly independent and fair. These do not seem to be as useful as the one-to-one meetings. 

The main requirements under the contract are defined in the KPI’s (see below). However, the PTB feel that they if there is anything with which they are dissatisfied, they can instruct the operators to fix it.

The contracts allow for penalties if standards are not met.  These include:

· financial penalties for non-delivery of specific services including late and early running

· forfeiting the right to renew the contract

· contract termination for significant or repeated failure to perform satisfactorily


	What are the key performance criteria ?
	A set of 12 Key Performance Indicators have been defined and the target values are fixed in the contract. The target values can be different for the Right of Renewal, and Termination. They must meet a minimum of 9 of the 12 to avoid termination, and 10 of the 12 to exercise their right of renewal.

Performance Area

Performance Indicator:

Test

Delivery of passenger Services 

Customer satisfaction:

Percentage of customers satisfied with service delivery

1. *

On-time running of passenger services observed by PTB auditors:

% Early

% Late

% Not Operated

2.

3. *

4.

Customer & Public Safety
Percentage of customers surveyed who feel safe on services supplied by Contractor

5. *

Fare Compliance
Rate of fare evasion observed by PTB auditors

6.

Management of Infrastructure
Percentage of ‘C Certificate’ inspections passed within 7 Business Days of initial presentation of vehicle

7.
Percentage of services which meet the Utility Standards  in PTB service quality audit

8. *
Timetable Production and Distribution
Percentage of timetable alterations provided to the PTB in the prescribed format at least 10 days prior to a minor change or 1 month prior to a major change

9.

Quality Assurance
Achievement of Quality Assurance status equivalent to ISO 9002

10.

Service Review and Improvements
Community interaction undertaken by Contractor

Six months after Start Time, Contractor adherence to Service Development Plan – measured by the percentage of services reviewed, and implementation of service innovation and enhancements

11.

12.



	Describe any performance-based mechanism that leads to warnings and termination
	

	Is there an option for contract extension
	Yes. 

	Is there an option for automatic contract renewal? 
	Services have been procured on the basis of a five-year contract. The operator has the right to renew the contract for a further five years, subject to performance. The operator has a six-month window from the end of the fourth year to advise PTB of its intentions. It can :

a) Choose not to renew, in which case a new tender will be called

b) Ask for a one-year extension – time to consider

c) Request a five-year rollover If Key Performance Indicators have been missed, then the PTB can refuse the request.

If the operator requests a rollover, the PTB will then enter into negotiations on price. If the operator seeks an increase in price, the PTB can refuse this (indexation is already provided for in the contract). If the renewal is on the same basis, PTB cannot look for a decrease in price. However, if there have been innovations PTB can seek a reduction in price. If agreement is not reached, then it can be sent for binding arbitration.

Note : In 2004 when the opportunity arose, Serco (who had secured 53% of the network) did not exercise its right to renew its contract under the same terms and conditions for a further five years. OPT put the services to tender in August 2004 and Serco was not successful in this process. The tenders were won by Torrens Transport and ATE, who already had area contracts from the 1999-2000 round.



	If so, what criteria must be achieved ?
	Achieve a high rating in 10 of the 12 KPI’s listed above. (Precise requirement defined in the contract).

	Oversight
	

	What is the main governance mechanism ?
	

	Is there an oversight or probity body for the tendering ?
	A Probity Evaluation Committee and a Probity Officer were appointed for the selection process in 1999-2000 (not known at this stage whether this was also done for 2004-5 round).

	Is there an oversight body for contract performance ?
	

	Is there a ‘value-for-money’ oversight function ?
	


Table 4 : System Performance Measures

	City
	Adelaide

	Total annual passenger trips, all modes
	Bus

65.4%


O-Bahn

11.5%


Train

19.3%


Tram

 3.8%


Total




	Bus mode share
	76.9% (2003-4)

	Annual bus km. Operated
	36.9 million kms  (2003-4)

2.7 million departures (2003-4)

	Annual bus capacity-km
	

	Annual bus ridership

- urban 

- suburban
	60.1 million trips, all modes (2003-4)

	Annual bus passenger km.
	

	Average bus trip length
	

	Average load factor
	

	Average boardings per trip
	21.7 (2003-4)

	Bus fleet size

- city bus

- articulated

- minibus
	818 (2005)

The assets are publicly owned and leased from Transport SA. (Operators had the option to supply their own buses, but all the winning bidders preferred to lease from TransAdelaide).

At the time of tender (mid-1999) the bus fleet comprised 76.5% rigid buses, 17% articulated buses and 6.5% midi buses, and includes 17% fully accessible buses. The majority of the fleet is diesel powered, with 14% powered with compressed natural gas.  The fleet had an average age of 12 years and a maximum age of 22 years.



	Total fleet capacity
	

	%  air-con
	

	% of area of city within 500m of bus stop
	

	% popn within 500m of bus stop
	

	Km of road with bus service
	1,150 km.

	% of total suitable roads with bus service
	

	Annual revenue
	Customer receipts for all modes were A$52.4 million in 2003, and ‘payments from other agencies’ was A$30.8 million. If only the customer receipts are treated as revenue, and if the bus mode share of 76.9% is applied to the revenue apportionment, then the bus revenues would be A$40.3 million. 

	Average revenue per trip
	A$0.67, based on estimated revenue of A$40.3 million (2003)

	Average single fare per trip
	Single full adult tariff is A$ 3.40 for an all zones ticket, A$1.90 for 1-2 zones (2005)

Dayticket is a$6.40

10-journey tickets, per trip, is a$2.22 for all zones, a$1.20 for 1-2 zones (2005)

All zone single tickets allow unlimited transfers for 2 hours from first validation. 1-2 zone tickets cannot be used for transfers.

	Bus Cost recovery ratio
	42% if “payments from other agencies” is not treated as income (2003)



	Bus Annual operating subsidy

- total

- service support

- fare support

- concessionary
	Bus Contract payment in 2003 was A$97.1 million. Rail contract payments were A$83 million. This would mean that the bus subsidy was A$56.8 million.

(2001) The annual cost of services (excluding bus and depot leases) was A$82.8 million, and this was estimated to provide a A$22 million saving per annum compared to the previous arrangement. Cost per bus-km. had dropped from A$4.85 in 1992, through A$3.25 in 1997 after first stage tendering, to about A$2.95 in 2001.



	Bus Annual capital expenditure

- infrastructure

- buses

- other
	

	Public transport subsidy as % of city budget
	

	Bus subsidy as % of total PT subsidy
	

	Subsidy per bus passenger boarding
	


Table 5 : Public Sector Performance Measures

	City
	Adelaide

	Number of different operators providing services
	Bus services in Adelaide were provided by 4 operators following the second round of tendering in 1999 which commenced in 2000. Interestingly, in the second round of tenders TransAdelaide, the public sector operators that previously had almost 80% of the market, failed to win any of the contracts and consequently has had to wind up its bus business. 

Operator


Share 
Contract Area

SERCo 



56.9%
Outer North, North-South, Outer North East 

Torrens Transit Pty. Ltd 

28.6%
East West, City Free

Australian Transit Enterprises Pte. 
10.4% 
Outer South 

TransitPlus 


 4.1%
Hills 

The area franchise does not allow new operators to enter the market through any intermediate process, except if it should happen that a franchise is terminated early and re-tendered.

In 2004, Serco did not exercise its right for automatic renewal on its contracts, and they were put to tender. Serco did not win any of the tenders. Torrens Transit won the North South and Outer North East contracts. ATE won the Outer North contract. This means that there are now three operators in Adelaide. If the volume of the contracts remained as in 1999, then the market share is approximately 70% to Torrens Transits, 26% to ATE, and 4% to TransitPlus. 

This appears to be inconsistent with the provision in the 1998 Transport Act to prevent any operator from reaching the point of having an effective monopoly. The 70% share by Torrens Transport would certainly be classed as “dominant operator”.

	Number of routes bid in open tender
	170 routes

	Tendered routes as % of total routes 

- by routes

- by annual kms.
	100%

100%

	No. tender rounds per year
	The whole network is tendered at 5 year intervals, except for areas where the automatic right of renewal is invoked which must  then be tendered at the next 5 year interval. 

	Average tender unit size : 

- buses

- routes

- annual kms.
	120 buses average

28 routes average on 6 tenders. The 7th is the City Free service.

5 million km. Largest is about 10 million km.

	Average bids per tender unit
	57 bids were received for the 7 tenders in 1999. It is not clear whether some of these bids were for more than one area. If not, then average 8 bids per tender unit.

	Frequency of surveys to check for reliable service
	

	% of checks below acceptable standard
	

	Frequency of Boarding / alighting survey
	

	% passengers checked for fare payment
	There are 94 ticket inspectors allocated to buses (plus 87 on trains and 9 on trams)

	% checked passengers found with fare irregularities
	10,500 notices issued for fare and behavioural offences

	Number of formal meetings with public
	

	Market research 

- surveys of passenger demand

- surveys of passenger satisfaction

- surveys of passenger preferences

- surveys of fare affordability
	

	Weighted peak hour, peak direction occupancy rate at peak load point
	

	% routes by peak occupancy rate 

>100%

85-100%

< 85%
	

	Weighted average scheduled peak hour bus speed

- latest year

- change on previous year
	12 km. of O-Bahn (busway) with operating speeds up to 100 kph. 

	Monthly tickets sold, by type
	

	Estimated monthly trips by monthly ticket type
	Usage by ticket type, 2003-4

Singletrip
 9.98 million
22.0%

Multitrip
32.05 million
70.6%

Daytrip

 1.94 million
 4.3%

Other

 1.42 million
 3.1%

Total

45.39 million
100%

Concessionary fares are available for pensioners, unemployed persons, full time students and certain other categories. Primary and secondary school students are entitled to a Student fare. (There is no direct reimbursement to the operators for the concessionary fares, since the services are procured under gross-cost contract).



	Number of bus shelters

% stops with bus shelters
	7,000 bus stops

	Number of bus interchange points
	There is a substantial level of integration in the network design, and PTB endeavour to retain this even though the network design is now the function of the operators. There are five designated Park’n’Ride sites – four at rail termini, and one at Tea Tree Plaza Interchange on the O-Bahn – and numerous parking facilities at commuter rail stations

	Number of bus terminal points
	


Table 6 : Operator Performance Measures

	City
	Adelaide

	% Achievement of minimum scheduled km. 
	

	Number of routes operating at or above Reliable Service minimum
	

	Breakdowns in service per million bus km.
	

	Average age of buses in fleet
	

	% availability of total fleet at peak
	

	% of buses parked off-street overnight
	

	Serious accidents per million bus km

- fatal

- serious injury
	

	% services one-person operation
	

	Staff per PVR

- drivers

- engineering

- administrative
	

	Average operating cost per km., by bus category, by operating group
	


Table 7 : Key documents

	City
	Adelaide

	Applicable transport law
	

	Public transport regulations
	

	Invitation to tender documents
	

	Contract documents
	

	
	


