Deloitte TIAISE

8]
The TAS Partnership Limited W=TRI={ZFNSVAN!
The Specialist Public Transport Consultanc

Cost and Efficiency Review
of Dublin Bus and Bus Eireann

January 2009

Audit,Tax.Consulting . Corporate Finance.



Contents

EXECULIVE SUMIMAIY ...ttt ettt e e e e h bt e e e s a bt e e e e s b et e e e aa b et e e e ek be e e e e asbe e e e e aabe e e e e anbneeeennes 6
I [ o1 o o (U1 1o o I R URRPR PP 23
2. Effectiveness and appropriateness of the current network of Services .........cocceveeiiiiciiiieeeeeeennns 35
3. Operational EffICIENCY .......uuiiiii i e e s e e e e e s e e e e e e e s anna e raaeaeaann 56
4. Issues affecting both COMPANIES ..........viiiiiii i e e e e s e e eae s 73
5. RECOMMENUALIONS .....eieiiieeitee ettt e s e st e s s n e st e e sa e e e ne e e nnne e s nnneennreeaneeens 97
Y o] o =3 g o [ G PP 103

1 Dublin Bus & Bus Eireann Cost and Efficiency Review January 2009



Foreword

Scope and basis for review

Deloitte & Touche (hereinaft e r ADel oi tt e or)subtontrgatots htleerTASAHartnarship utd
(TASYand Colin Buchanan, are pleased to present
review of Dublin Bus and Bus Eireann to the Minister for Transport. This Report and any related
advice we give has been prepared for the sole purpose of assisting and advising the Minister in
accordance with our Consultancy Agreement dated 30 June 2008.

The information we have used to prepare this Report has been provided to us by a variety of sources
and derived from our own research of publicly available sources. In some cases, commercially
sensitive information was used to perform the analyses. Our procedures have not included verification
work and do not constitute an audit in accordance with auditing standards. At all times the
recommendations and conclusions made in this Review are those of Deloitte and we have not sought
to seek validation of our views by those consulted as part of the Review.

This Report is for the attention of the Minister for Transport. The Report may not be relied upon,
referred to, reproduced or quoted from, in whole or in part, for any other purpose than that set out in
the Consultancy Agreement. Deloitte shall not under any circumstances whatsoever be under any
liability to any party other than as set out in our Consultancy Agreement.

Background to the review

Deloitte was appointed by the Department of Transport on 30 June 2008 to undertake a cost and
efficiency review of Dublin Bus and Bus Eireann. This section sets out our Terms of Reference that
accompany this review and summarises Deloittebd
the overall structure of this report.

Terms ofreference

The Terms of Reference for the review issued by the Department of Transport are summarised below.
These Terms specify that the review should assess whether the resources currently available to
Dublin Bus and Bus Eireann are used in the most effective and efficient way possible to deliver an
optimum public transport service and more particularly to:

1 Assess the effectiveness and appropriateness of the network of services currently provided by
Dublin Bus and Bus Eireann for public transport users and of their planning and management of
the network including the criteria used for route selection and amendment, frequency setting and
adjustment, service variations during weekday/weekend, extent of peak/off peak provision,
integration with other public transport services etc.

f Assess the operational efficiency of Dublin Bus and Bus Eireann with particular reference to
resource utilisation (including bus scheduling and staff scheduling and rostering) and operational
costs. This should include an examination of the utilisation of buses to determine whether the fleet
is deployed in the most efficient and effective manner. The assessment should also examine the
management of direct costs and overheads and of the issues (e.g. human resource,
organisational etc), which might impact on the delivery of services to public transport users.

1 Identify any issues (e.g. human resource, organisational) adversely impacting on the efficiency,
effectiveness and sustainability of service delivery, indicating whether these issues are within
management control.

1 Make recommendations in relation to actions required to enhance efficiency, effectiveness and
reliability of the delivery of public transport services. Each recommendation to be assessed in
relation to its implications for the financial viability of the companies and the impact on the need for
Exchequer support.
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Our Terms of Reference exclude the commercial operations of Dublin Bus and the school bus
operations of Bus Eireann.

Methodology

Del oitteds approach to this review was to:

1 Undertake a substantial amount of desktop analysis and research including reviewing previous
reports on the sector and assessing best practices internationally and benchmarking data.

1 Consult extensively with senior management in both companies covering:

- Business Development

Marketing

Engineering

Human Resources

Financial

- Operations

1 Hold stakeholder meetings with:
- Michael Philips, Director of Traffic, Dublin City Council.
- Owen Keegan, City Manager, Dun Laoghaire Rathdown County Council.
- John Henry, Chief Executive, Dublin Transportation Office.
- Ciaran De Burca, Quality Bus Network Project Office, Dublin City Council.
- John Weafer, Bus Route Licensing Division, Department of Transport.

I Use electronic ticketing information to carry out in-depth analysis of service performance and
reliability indicators. Ticketing information was obtained covering each route operated by the
case study garages over two 4 week periods (November 2007 and April 2008). The information
supplied included a record of every passenger journey including;

- Ticket type and passenger category

- Service

- Area of ticket purchase (stage location)
- Date and time of ticket purchase

- Fare paid

1 Use scheduling information (for routes, buses and drivers) to analyse in detail how resources at
the companies are deployed.

We focused on a number of case study garages in order to analyse the operations of each company in
detail.

For Dublin Bus, we examined two contrasting garages:

1 Harristown i the newest garage for Dublin Bus, opened in October 2004.
1 Donnybrook i the largest of the long established garages.

For Bus Eireann, we chose three garages serving different markets:

1 Broadstone (Dublin) i commuter and expressway services.
1 Corki city, stage carriage and expressway services.

1 Dundalk i local and stage carriage services.
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Scheduling analysis consisted of examining the time scheduled for buses and drivers operating in

passenger service as well as time spent udruheingt aki ng ¢
and time spent in the garage.

We analysed ticket data to determine:

Passenger levels on each route by time of day.

1
1 Usage of individual ticket types and average duration of ticket transactions.
1 Relationship of capacity to demand.

9 Variation in running times by time of day.

We reviewed the following:

1 Approach to network design.

1 Approach to timetable design.

1 Engineering, maintenance and fleet data.
1 Marketing and customer information data.

We benchmarked key performance indicators for both companies against comparable operators in the
UK and elsewhere in Europe.

At the request of Dublin Bus, we were also asked to carry out as an additional task, a high level
conceptual redesign of a pilot corridor (Finglas) to further test potential efficiencies.

Diagram A Methodology
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Structure ofeport

This report is structured into five parts with an Appendix.

Part 1 sets out an overview of the Irish Bus industry. It also describes the activities of Dublin Bus and
Bus Eireann and the various issues facing the companies. Finally, it highlights the financial context of
both companies against which this review has been undertaken.

Part Il assesses the effectiveness and appropriateness of the network of services currently provided
by Dublin Bus and Bus Eireann. The analysis includes an assessment of the planning and
management of the networks operated by each company including the criteria used for route selection
and amendment, frequency setting and adjustment, service variations during weekday and weekend,
the extent of peak/off peak provision and the extent to which integration with other public transport
services exist. References are made to international best practice. A number of areas are discussed
where the potential exists to improve the current set of networks and services operated by Dublin Bus
and Bus Eireann.

Part Ill assesses the operational efficiency of Dublin Bus and Bus Eireann based upon the networks
and services currently operated by the companies. Our assessment covers resource utilisation
(including bus scheduling and staff scheduling and rostering) and operational costs. It includes an
examination of the utilisation of buses to determine whether the fleet is deployed in the most efficient
and effective manner. The assessment also examines the management of direct costs and overheads
and of the issues (e.g. human resource, organisational etc), which impact on the delivery of services to
public transport users

Part IV identifies the issues adversely impacting on the efficiency, effectiveness and sustainability of
service delivery. It addresses congestion, real time passenger information, ticketing and fare
structures, capacity and operating hours, licensing, and fleet management.

Part V summarises our conclusions and lists a number of recommendations to improve the efficiency
and effectiveness of operations at Dublin Bus and Bus Eireann. Finally, we set out details of the
process by which recommendations contained in this report could be implemented.
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Executivesummary

This report sets out the findings of the cost and efficiency review of Dublin Bus and Bus Eireann
undertaken by Deloitte, together with our sub-contractors TAS and Colin Buchanan, at the request of
the Department of Transport. The review commenced in June 2008 and was completed in
January 2009.

Benchmarking of the cost base of each company indicates that they are generally as efficient as
comparable organisations. We have, however, identified a number of areas where potential exists to
improve the effectiveness of current operations, with consequential financial benefits.

Our report recommends a series of measures primarily aimed at creating a more effective and
appropriate bus network for Dublin combined with a range of operational improvements for both Dublin
and Provincial services. Our proposed measures build on the considerable investments made to date
in bus fleets and related infrastructure and take into account the deteriorating financial position of both
companies.

Introduction

Since the early 1990s, each National Development Plan (NDP) for economic and social development
and more recently Transport 21, has provided funding for investment in transport infrastructure which
has included funding for fleet expansion at both Dublin Bus and Bus Eireann. The Public Sector
Obligation Payment (PSO) has also been increasing on an annual basis in recent years. Future
investment plans foresee the bus as being the principal provider of passenger transport services in
Dublin and throughout Ireland.

The 2006 Census of Population found that the overall number of bus users increased by 7% since the
previous census in 2002. However, over the same period the number of persons driving to work by
car, lorry or van increased by 22%. The share of public transport by bus fell from 6.7% in 2002 to
6.1% in 2006.

The following are a number of characteristics specific to the bus market in Ireland:
1 Recent strong economic and population growth has led to a general increase in transport demand
and longer commuter journeys;

I There were almost 8,500 large public services vehicles registered in the State in 2007. Of this
almost 1,200 were registered to Dublin Bus and 700 to Bus Eireann;

1 A major investment programme in Quality Bus Corridors (QBC), especially in Dublin, has
improved bus journey times, relative to that of the car but traffic congestion remains a problem in
key locations;

A major investment in intercity motorways has led to opportunities and challenges for Bus Eireann;

I There has been significant recent capital investment by the State in PSO fleet replacement and
expansion for Dublin Bus and Bus Eireann. The average age of the fleet operated by Dublin Bus
is 6 years. The average age of the fleet is similar in Bus Eireann (excluding schools fleet);

' PSO current funding for Dublin Bus and Bus Eireann is relatively low when compared to
comparable operations in other countries in Europe;

1 Increases in fuel prices, combined with falling passenger numbers, have put significant financial
pressures on both companies.
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Dublin Bus is a commercial Semi State Body, a subsidiary company of Coras lompair Eireann (CIE) .
Dublin Bus operates a comprehensive network of services in the Greater Dublin Area (GDA) serving a
population of approximately 1.2 million people. This population is projected to grow to 1.5 million by
2020. It operates a PSO fleet of 1,148 buses on more than 200 routes. As the principal provider of
public bus services in the region, it currently carries over 70% of public transport passengers in the city
centre area. Dublin Bus carried almost 148 million passengers in 2007.

Bus Eireann is also a commercial Semi State body within the CIE Group. Bus Eireann operates
commercial, schools transport and public services activities outside the city and county of Dublin,
serving a population of over 3 million people. This population is projected to grow to over 3.6 million
by 2020. Bus Eireann operates a Public Service Obligation (PSO) fleet of over 450 buses on a variety
of rural, city, suburban and town services. Bus Eireann also operates commercial services, principally
the Expressway service. School services are operated under contract with the Department of
Education and Science on a cost recovery basis. Bus Eireann carried 50.2 million passengers in 2007
(95.7 million when school humbers are included).

Passenganumbers

Both companies forecast a fall in passenger numbers in 2008 and 2009 due to the general economic
slowdown.

Dublin Bus has grown passenger numbers by almost 6% during the period 2001-2007. Passenger
numbers peaked in 2003/4 at 149 million passengers. A 3% fall in passenger numbers in 2005
coincided with the introduction of Luas services. Passenger numbers for 2008 are predicted by Dublin
Bus to fall by approximately 3% and a further 5% in 2009 due to the general economic downturn.
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Figure A: Dublin Bus passenger numbers

Source: Dublin Bus actual 20017 2007 and management forecasts 2008 and 2009

Bus Eireann has grown passenger numbers by almost 15% during the period 2001-2007. Passenger
numbers reached 50.2 million in 2007. Passenger numbers for 2008 are predicted by Bus Eireann to
fall by approximately 2% and a further 4% in 2009 due to the general economic downturn.
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Figure B: Bus Eireann: passenger numbers

Source: Bus Eireann: actual 2001 i 2007 and management forecasts 2008 and 2009

Finarcial review

Up to 2007, both companies retained modest annual profits, net of PSO payments. The companies
anticipate significant losses in 2008 and 2009 as a result of falling passenger numbers and increased

costs, especially in the areas of fuel and wages.

Dublin Bus Bus Eireann
Forecast Forecast Forecast Forecast
2008 2009 2008 2009
am am am am
Gross loss (99.7) (115.8) (46.2) (66.5)
PSO 85.8 85.2 36.9 41.5
Operating loss (13.9) (30.6) (9.3) (28.5)
Retained deficit (9.9) (31.5) (20.3) (29.5)
Table 1: Profit and loss extracts
Source: Dublin Bus and Bus Eireann management forecasts 2008 and 2009
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Figure C: Dublin Bus/Bus Eireann retained surplus and PSO

Source: Dublin Bus and Bus Eireann: audited accounts 2004 i 2007 and management forecasts 2008 and 2009
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If remedial action is not taken, the projected rate of losses at both companies will result in a net asset
deficit at each company in the near future.

Government PSO payments including capital payments to both companies are relatively low.

In 2007, DublinBusr ecei ved 0U80.1m operational subvention

U 36. 6 m iong subvantion to cover its services.

Operational subvention is designed to meet the shortfall between the cost of operating PSO services
and the revenue generated from such services. In recent years the subvention PSO payments have
been increasing at a rate of ¢.5% per annum with further increases applying where new services have
been introduced.

The Dublin Bus PSO payment in 2007 equated to ¢.29% of total revenue. Grants and subsidies to
other comparable bus operations outside Ireland vary greatly. In Europe, levels of operational
subvention are generally higher (% of revenue):

68% in Brussels

57% in Zurich

62% in Amsterdam

79% in Lyon

=A =4 =4 =4 =4

38.5% in London (regulated, excluding network management costs)

The Bus Eireann PSO payment in 2007 equated to ¢.12% of total revenue. In addition Bus Eireann
has been using its own resources, generated from its commercial services, to subsidise PSO services.

to

In 2007 the retained surplus from commerkisabre and

difficult to identify comparable operators for Bus Eireann given their mix of services. When compared
to the PSO received by the national operators in the Netherlands, Belgium and Switzerland, the
subsidy received by Bus Eireann is low:

1 Connexxion (Netherlands): Subsidy as percentage of revenue; 49%
9 Car Postal/Post Auto (Switzerland): Subsidy as percentage of revenue; 51%

1 TEC (Walloon region, Belgium): Subsidy as percentage of revenue; 78%

PSO payments in 2008 are forecast by managementtobe 0 8 5. 8 ublinBusand U36. 9m
Eireann.

In addition to the annual PSO payment, Dublin Bus and Bus Eireann receive capital grants to partially
fund the purchase of buses for PSO services or the upgrading of infrastructure for PSO services.
These capital grants have the effect of lowering the annual PSO compensation requirement of the
companies. This is due to the fact that the grant payments for buses and facilities are amortised on the
same basis as assets are depreciated. Without the capital grants, the net depreciation charge for the
companies would be higher.

In 2007, the amortised capital subvention amounted to 0 1 3. 4 m a n fbr Dain Busgnand Bus

Eireann respectively. This comparestoan oper ati onal PS Oand @ § énefér @ublo f
Bus and Bus Eireann respectively.
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Effectiveness and appropriateness of the current
network of services

Network design and scheduling of drivers and buses should be led by the requirements of the
passenger. For the public transport user, services should be both integrated and simple to understand.
Timetable design should reflect the level of demand at different times of the day, but timings should
also be attractive to the passenger. Clockface intervals are a key feature of best practice timetable
design, especially for low frequency routes. Bus arrival times on high frequency routes should be
evenly spaced both for passenger convenience and to even out the number of passengers travelling
on each bus.

Dublin Bus operates a comprehensive network which covering towns as far north as Balbriggan, as far
west as Kilcock, and as far south as Newtownmountkennedy.

In recent years a major investment programme has been carried out to develop QBCs and this has
achieved improvements in journey times and customer service on several key corridors. In addition,
high quality bus shelters have been provided along many bus routes.

With an increasing population expected in the GDA over the coming years and changing land use
patterns, the National Development Plan (2007 to 2013) foresees the need for a transformation in the
public transport network in the GDA. The NDP sets out the projects necessary to achieve this e.qg.
Metro North, Metro West, Luas network extension. A significant expansion of the bus fleet and
increased bus priority also forms part of the plan.

The construction phase of a number of Transport 21 projects will have a significant impact on the city
centre resulting in street closures and traffic disruption over the coming years.

The current bus network has not been significantly redesigned for many years. This is primarily due to
a perception that any changes to the existing network will meet public resistance. The result is that
the Dublin Bus network has become, in our opinion, overly complex with a significant amount of
service duplication.

There is an opportunity to create a simplified bus network offering improved services with improved
cost efficiency.

We have reviewed the current network and set of services operated by Dublin Bus. We have
identified a number of areas where the potential to make improvements exists:

A. Complexity of network and services

B. Coordination of services along core corridors

C. I nstances of bus O6bunchingd
D. Direct routing of services

E. Timetable design

F. Marketing and information provision

G. Achieving value for money from service provision
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A. Complexity of network and services

Examples have been identified where the current network is overly complex and can act as a barrier to

use:

1 A significant number of bus routes have multiple variations (e.g. 15, 15A, 15B, 15E, 15F, 15X and
40, 40A, 40B, 40C, 40D).

1 Many corridors are served by various route numbers (e.g. Rathmines: 14, 14A, 15, 15A, 15B, 15E,
15F, 18, 65, 65B, 74, 74A, 83, 128, 142).

1 Some similar route numbers serve different areas (e.g. 51A, 51B) while others have significantly
different frequencies (e.g. Route 128 and 129).

1 Our analysis has indicated that a simplified network will provide the majority of existing customers
with an easier to use and more regular bus service.

B. Coordination of services along core corridors

Our analysis has shown that several areas are served by multiple and duplicated routes. Where
services share a significant portion of a route with other bus services, the timetables are not
necessarily coordinated. This means that the service level along the common route is not as good as
it could be, given the resources deployed.

C.lnstances of bus O6bunchingé

Whil e congestion is a major cause of fAbunchingd of bus

91 Ensuring departures on routes are set at even headways.
9 Introducing intermediate times for services.

The figure below graphically shows an example of scheduled terminus departures from the city centre
for routes 40/A/B/C/D (not including Route 140) which serve the Finglas corridor, together with actual
waiting times along the route.
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Figure D: Example of scheduled terminus departures from city centre for Routes 40/A/B/C/D

Source: Dublin Bus ticketing data

Figure D demonstrates how the timetable interval between departures at the city centre terminus,
though commonly at 5 minutes, fluctuates between 0 and 10 minutes for most of the day. We also
show the actual frequency experienced by customers along the route which is below that which the
resources operating along the route could potentially offer. The difference is due to buses bunching
and is explained in further detail in our report.
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A coordinated timetable could deliver even headways and, when combined with intermediate times,
the average waiting time could be reduced significantly.

D. Direct routing of services

The strong demand for recently introduced routes such as the 128, 140 and 151 demonstrate the
attractiveness of services offering direct routings, simple even headway timetables and cross city
options.

A lack of bus street stands in the city centre, particularly during the construction of Transport 21
projects, means fewer buses will be able to terminate in the city centre. However the reliability of
cross city services can be poor due to congestion. To minimise reliability issues, cross city services
should operate along routes where there are high levels of bus priority and this should be addressed
as soon as possible.

E. Timetable design

A review of the services operated out of the case study garages identified a number of instances
where operational priorities have resulted in timetabled services operating in a manner that leads to
customer service issues. It is important that timetables are designed in a user friendly format. Ideally
the following features should exist for key routes:

T Clockface departures or high frequency headways
1 Intermediate timing points.

1 Deviations from the core service at certain times of the day should be kept to a minimum.

1 Fonts and text size at bus stops should be easily readable in diminished lighting.

F. Marketing and information provision

Both companies make a considerable investment in marketing and information provision. Our report
highlights several important sources of information which ought to be provided to the customer:

1 Bus stop information
1 Journey planners and Network maps

Our recommendations regarding network and service simplification will make it easier to market and
explain services to customers.

We also recommend actual intermediate departure times be published at bus stops and, where
possible, Real-Time Passenger Information be provided as soon as possible.

G. Achieve enhanced value for money from service provision

A simplified network of services with reduced variations and duplication will be less expensive to
operate. Our analysis of the Finglas case study corridor of services indicated that a more efficient
service could be provided for a net cost saving of upto 17% ( savi ng unp Ourcondcegtuall
designh means the majority of customers will benefit from a simplified and more reliable service. In our
report we analyse a number of options based on our views and the views of the company. In every
scenario considered, the results show a positive financial benefit for the company.

The case study corridor is one of fourteen main radial corridors operated by Dublin Bus. In recent
years, a number of these corridors have benefited from service capacity increases, through the
introduction of new routes. However new routes have been introduced without significant adjustments
to the existing network or set of services.

We recommend that a thorough review of the whole network, particularly along key corridors, be

undertaken so that the potential savings which the Finglas corridor case study has highlighted can be
identified across the network and the consequential financial savings made.
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Bus Eireann operate a number of distinct services:

1 City and town service

1 Commuter services

1 Stage carriage services

1 Rural services

1 Expressway services

The network is operated on an integrated basis, providing services for people to travel from any one
point on its network to another. This is facilitated through:
1 Integrated timetables

1 Interchange points

1 Journey planner

91 Integrated ticketing / through fares

Given the comprehensive and integrated nature of services being offered to the public, we have found
Bus £ireannédés net wor k t oltvillenot bespossibflefta make enajdr coatsavings s peer s.
on the Bus Eireann network without reducing services. If service rationalisation is implemented, in the
context of the current financial situation facing the company, it will be important to ensure that the
integrated nature of the network is maintained as far as is practical.

Customer information

We believe that improvements could be made in customer information, particularly at bus stops.

9 City services should display intermediate times, to assist both drivers and customers.
In many cases, bus stops do not indicate the route number of buses serving the stop.

f In Dublin City, it is rare for Bus Eireann route information to be available at stops that are also
designed to serve Dublin Bus routes.
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Operational efficieng

In 2007, wages and fuel costs made up over 70% of total operational costs for both companies. This
is similar to the industry average in the UK. Fuel costs are, to a large extent, outside the control of the
companies. The CIE Group has a hedging policy for their fuel requirements, generally covering their
requirements for one to two years in advance. Direct wage costs are a factor of the number of buses
operated and the levels of pay and conditions. As pay rates are subject to national pay agreements,
they are largely outside the control of management. Therefore, overall costs can primarily be
controlled only by seeking efficiencies in operating the network of services.

Engineering costs, including wages, are broadly similar to peer group operations. Having a relatively
young fleet keeps engineering costs low and improves service reliability, accessibility and customer
experience. The Companies are investigating the feasibility of sub contracting certain elements of their
engineering functions. They are also exploring the feasibility of night maintenance.

Our benchmarking analysis indicates that fleet management is in line with industry norms. A 10-12%
spare margin is typical (Dublin Bus 11%).

For both companies, admihhiestpand en ama i alcikne fwiitch b
cost reduction measures have been completed by the companies or are underway. The companies

highlighted recent successes in reducing the costs of third party claims through CIE Group shared

services. The companies should explore all opportunities to drive cost savings through greater use of

information technology and shared services in areas such as human resources, finance and

procurement.

Dublin Bus Bus Eireann
mWages 68% - U WFL®d. 7% - G 1 "Wages 63% 0 WFWedms8% - O 1
“Other 20% - O =Def.ro%nciation € "Other 23% - U =DOepGmciation

Figure E: Dublin Bus/Bus Eireann operating costs in 2007

Source: Dublin Bus/Bus Eireann audited accounts 2007

The Dublin Bus fleet increased by 200 buses in 1999/2000. These buses were part funded by EU
grants and the Exchequer. They were designated to meet additional peak demand along new QBCs.
The number of vehicles in the fleet did not change significantly again until the delivery of an additional
20 vehicles in late 2005 and a further 100 vehicles in autumn 2006.

Since 2000, fleet capacity, as opposed to fleet size has increased by almost 25%. This additional
capacity has been provided through a mixture of additional buses and the replacement of older
vehicles with larger ones. The increase in fleet capacity has not led to an equivalent increase in
passenger numbers.
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Figure F: Dublin Bus capacity growth and passenger growth

Source: Dublin Bus management information

Our analysis shows that the current fleet size is adequate to service current demand. We favour
optimising the existing network and extracting full value from the existing fleet before considering
future fleet expansion. The need for fleet expansion should be reviewed in the future in light of
changing external circumstances and internal improvements in efficiency. Examples of external
factors are:

1 The traffic management plan for Transport 21 city centre Metro and Luas construction may require
significant increase in bus modal share.

1 Traffic or demand management plans intr oduced may of f er a Ostep change
increasing demand (e.g. bus gate at College Green or introduction of road user charging).

We found that the scheduling of buses and drivers is generally efficient when compared with
international benchmarks. However on occasion, scheduling efficiency is achieved at the expense of
meaningful services to the customer.

Our review highlights a number of instances where a focus on scheduling efficiency by the Company
has led to weakness in service provision, for example;

I Timetables are designed to ensure maximum driver efficiency at the expense of regular, even
headway and departures.

1 Examples of @ut of servicebrunning to facilitate driver breaks.
1 Examples of routes operating to a garage without apparent customer demand.

While some of our recommendations for redesigning the schedule may result in a small reduction in
scheduling efficiency, this will be outweighed by benefits to the customer and thus potentially offer
higher revenue vyields.

Meeting peak demand cost effectively is a significant challenge for all city bus services and Dublin is
no different. Passenger numbers between 08:00 and 09:00 on a weekday can be more than double
those travelling in the middle of the day.

Our ticket data analysis demonstrates that the current level of peak provision in Dublin is justified by
passenger demand. There is substantial additional demand, especially in the morning that justifies
peak only driver duties. Whilst operating buses for 4-6 hours per day may seem inefficient, expanding
operating hours increases direct costs (mainly wages and fuel which account for the majority of
operating costs) to a level which is often higher than the revenue generated from additional journeys
provided outside the core peak hours. Dublin Bus should explore the possibility of subcontracting
services, especially at peak times, as a means to address peak demand in the most cost efficient
manner possible.
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Currently the majority of buses used to provide additional peak services are based in Harristown
garage due to a historic lack of space at more conveniently located garages.

In the context of a general redesign of services, we believe that the cost of peak service provision can
be reduced through relocating certain buses from Harristown to garages closer to their route and
integrating peak driver schedules with general all day schedules. This can reduce the early
curtailment of peak time services in the evening due to current scheduling

A number of work practices exist at Dublin Bus that may restrict the ability of the company to make
changes in a timely manner. The precedent of disturbance payments may increase the associated
cost of network redesign.

We found scheduling of buses and drivers to be efficient when the nature of each service was taken
into account. In most cases, schedules were designed to ensure even headway and clockface
departures on services.

We identified the potential for some relatively minor scheduling efficiencies as a result of our detailed
analysis of certain routes.

In light of the deteriorating financial situation facing the company, Bus Eireann will need to assess a
number of strategic opportunities. Bus Eireann should further explore opportunities to combine
dedicated services from multiple organisations (schools, Rural Transport Programme, conventional
bus services, HSE services etc.). Other areas to consider are listed below.

Sub-contracting

Bus Eireann uses sub-contracting to cover PVRs and maintain timetables where congestion has
caused delays to services. In the face of falling passenger numbers, Bus Eireann intend reducing the
current level of sub-contracting.

There is potential for alternative roles for sub-contracting within the main network, whereby entire

services are contracted out to smaller operators who may be able to operate at a lower cost than a
large operator such as Bus Eireann. Key concerns for Bus Eireann in expanding sub-contracting are
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safety standards and the need for an agreed framework for operating and maintenance practices. We
recommend that Bus Eireann identify clusters of routes on a rolling basis and seek private sector
tenders to operate these routes. These can then be assessed against an internal benchmark, to see if
sub-contracting can reduce costs.

Balance between express and stopping services

Bus Eireann, in providing an integrated network, also aims to ensure that services are attractive to the
majority of passengers. We recommend that the company carries out detailed cost benefit analyses of
services along each corridor to determine the best option e.g. direct services, stopping services or
hybrid services.

Capacity issues

We have identified a number of instances where more than one bus is used to meet demand for a
particular timetabled departure. Such demand could be met in some cases by the use of larger
vehicles, thereby reducing the number of drivers required.

Bus Eireann has highlighted a concern that double deck buses and coaches are currently subject to a
statutory speed restriction which they believe significantly restricts their efficient operation. Given the
recent increase in the number of double deck coaches operated by the Company, we recommended
that a decision on the issue of speed restrictions is made at the earliest opportunity.
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Issues affecting both companies

Public transport customer surveys have consistently rated reliability/punctuality as an important choice
factor for users. Dublin Bus benefits from QBCs but still suffers from serious traffic congestion,
especially in the city centre.

In Dublin, our ticketing analysis has demonstrated that average wait times on a number of routes are
significantly in excess of the timetabled average wait time. Figure H and | cover Route 4 southbound.
O6Connel |l Street can be seen to be the source of
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These figures demonstrate the variability of journey times, particularly in the city centre and the impact
on average waiting times for passengers. In the case of Route 4, the average wait times are
considerably larger than they should be according to the timetable. The average wait-time
deteriorates for passengerswi shing to board the service south of 06C
time variability on O6Connell Street.

The most recent Dublin Transportation Office Quality Bus Corridor Monitoring Report, undertaken in
November 2007, highlights QBC routes where journey times along certain city centre sections of route
are below walking pace. The modal share of bus passengers crossing the Canal Cordon in Dublin on
QBC corridors had increased by 11,126 passengers (36%) from 1997 to 2007

Clearly QBCs have generally improved journey times and increased the number of people travelling by
bus. However, congestion remains an issue, particularly in the city centre.

Punctuality and reliability monitoring is a useful tool for management in determining which routes need
bus priority measures, revised schedules and additional attention from roadside supervisors.

Dublin Bususes 61 ost mileaged6 data to assess the reliabil
which this data is recorded could be improved. Punctuality is measured with reference to termini

departures times. We believe the current existing location of monitoring (at termini) and the typical

small sample size used by the company means that the resulting data is of limited use as a

management tool.

Automatic Vehicle Location systems (AVL) will provide a comprehensive view of punctuality across
each network. In the meantime, an intensification of manual observations should be considered. The
rollout of AVL systems will be complete for Bus Eireann in 2009 and Dublin Bus in 2010.

Congestion is a significant issue for both companies. Congestion restricts the efficient operations of
the companies and increases their respective cost bases. While congestion remains, the companies
have a number of options to ensure operations remain as reliable as possible which we set out in our
report.

In addition to QBCs in Dublin, further priority measures are planned. These include linking AVL
information to the traffic light management system (SCATS) in Dublin to provide further priority to
buses. This will help improve reliability of bus journey times. We understand from our consultations
with the Dublin Transport Office (DTO) that their research indicates that the time spent by buses
stopped at traffic signals can form a significant portion of overall journey times.

Supply side measures, as set out in this report, will not of themselves move sufficient people out of
cars and on to public transport to maximise revenues and minimise required PSO for the bus service.
Currently Dublin City Council are proposing a number of demand management measures including
increasing parking charges in the city centre and closing or re-routing a significant number of roads
pre and post the construction of Transport 21 projects.

More radical demand management should be considered. When London introduced congestion
charging into the city centre it saw a 30% reduction in congestion. A similar reduction in congestion in
Dublin would improve the efficiency of both companies and reduce their costs. A congestion charge
would also change the relative attractiveness of the bus versus the private car. This could drive a
significant increase in passengers and revenues to the companies. All demand management
measures such as road user pricing should be investigated in detail to determine the feasibility of
reducing congestion, improving bus speeds and moving more people on to public transport.

The standard cash fares for both companies are currently approved by the Minister for Transport.
Prepaid ticket prices do not require ministerial approval. An indirect result is that discounts for prepaid
tickets relative to cash tickets are less than in many other cities. As a result cash paying passengers
make up the majority of fares for each company, resulting in cash handling costs and increased dwell
times at bus stops.
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In London, on board cash fare purchases make up less than 2% of all transactions. Overall dwell times
in Dublin are higher as a result of the predominance of cash fares.

We recommend a progressive refocusing of the fare structure which aims to increase single fares at a
higher rate than the discounted tickets, making the latter more attractive to users and encouraging
people to transfer onto pre-paid or longer duration tickets. This would reduce boarding times and
engender loyalty to public transport amongst users. This may require full regulation or deregulation of
fares. The phased introduction in 2009 of a Smart Card Integrated Ticketing system, with electronic
purse capability, will significantly assist in implementing such a move.

The introduction of ©6éon streetd ticket vending machin
will further reduce dwell times.

While dwell times are not as relevant for medium to long distance coach services, we believe a move
away from cash fares will benefit Bus Eireann city and town services in a manner similar to that
described for Dublin Bus.

The companies are currently rolling out AVL. The projects, funded by the Exchequer, should be
complete in 2009 for Bus Eireann and 2010 for Dublin Bus. The systems will provide the location of
every bus in the respective fleets in real time. The AVL systems provide the platform on which a RTPI
system can be implemented.

RTPI can provide up-to-date information to customers on actual bus arrival and departure times (as
currently provided at LUAS stops). This information can be made available on electronic displays at
bus stops, in addition to mobile phone and other mobile devices and on the internet. We believe that
RTPI is an important feature of a customer orientated bus service. For a relatively small capital
investment, significant improvements can be made to the customer experience. We recommend that
this project be prioritised and that any regulatory obstacles are overcome at an early date.

The Road Transport Act, 1932 as amended, is the primary legislation governing the provision of
passenger services by private bus operators, whilst a separate authorisation regime applies to Dublin
Bus and Bus Eireann.

The current system is reactive rather than proactive when it comes to granting licences. Dublin Bus

and Bus Eireann are concerned that the current licensing regime does not take into account the

impact of granting a licence to a private operator on their overall obligations to operate comprehensive

PSO net wor ks. They believe a clearer policy is requi
by private operators.

The current licensing regime will be replaced in the proposed Public Transport Regulation Bill offering
a more coherent approach to the regulation of the bus market.

We believe there is potential for both companies to improve their cost benefit analysis appraisal.

The nature of Bus £Eireannés rur al and intercity r ot
permutations to consider during route planning; passengers need to travel at defined times, and there
is often only one effective route between the locations being served.

For DubinBusand Bus £ireannés city routes, the higher dens
routes means that there are more choices to consider in terms of route planning. For example,

planners need to consider whether to provide a larger number of direct links at lower frequencies or a

smaller number of higher frequency services which require passengers to interchange. There is also

the consideration of how to allocate resources between the competing demands of service frequency,

network coverage and hours of operation.
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We recommend that the companies adopt a system where benefits are defined in terms of time
savings for passengers. This allows walking distances, waiting times, journey times and
unpredictability (in terms of excess wait times) to be assessed on a like-for-like basis. Costs,
meanwhile, should take into account not just the resources required but the potential revenue
generation of a service change along with any abstraction from parallel services.

Summaryrecommendations

We recommend the development of a simpler and more efficient network with the following key
principles:

1 Redesign network based on most recent patterns of demand/demographics.

1 Simplify the network and reduce the number of variations of bus routes.

1 Eliminate unnecessary duplication of services, maximising the return from deployed services.

)l

Create even headways between departures and introduce intermediate running times to improve
reliabiityand r educe t heunpdti engtoi aolf fbaurs efsh

1 Provide additional direct routes into and out of the city/key places of employment/key retail
centres.

1 Develop and market easy to understand routes and timetables.
1 Achieve enhanced Value for Money from service provisions.

We recommend a number of actions to improve scheduling efficiency and effectiveness:

Introduce intermediate timing points along routes.

1
1
1 Eliminate 6 o u 6 e o ¥runmiegdo facilitate driver breaks.
1

Eliminate routes operating to garages with no apparent customer demand.

The above programme of work represents fundamental change for the company. It should be treated
as a major change and transformation programme. The correct sponsorship and resources will be
required if this programme is to be successful.

These changes need to be made in a coordinated way and with the needs of the customer at the
centre. It is an integrated set of recommendations. An ad hoc approach to picking certain elements
and ignoring others is likely to be less successful.

Given the immediate financial difficulties facing the company, Dublin Bus is progressing with cost
reduction initiatives. Our detailed analysis of the Finglas Corridor indicates that significant cost
savings can be achieved following a strategic redesign of services across the whole network that
enhances services for the majority of customers. It will take longer, and require modest investment to
make such strategic changes, but in the long term these will yield better results and ultimately
strengthen the financial state of the company.

The scope for significant cost savings in Bus Eireann is limited as the current network design and
schedules are largely efficient.

Given the immediate financial difficulties facing the company, Bus Eireann is also progressing with a
cost reduction programme. It is likely that some service reduction will be required to return the
company to financial stability. Any service rationalisation should be carefully planned to ensure the
entire integrated network is not undermined.
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In addition to the specific comments set out above, we recommend the following:

Provide better customer information at bus stops and through the rollout of the RTPI system.

Accelerate bus priority programme anWMesupotthe nue t o
introduction of the ABus Gateo proposal at Coll ege

1 Conduct a feasibility study into all demand management measures 1 including road user pricing.
Maintain current replacement bus programme at both companies.

1 Increase the move to cashless transactions i building on Smart Card Integrated Ticketing and
making changes to the regulation of cash versus non-cash fares.

1 Implement changes to the licensing regime and process.
1 Provide greater clarity around PSO objectives.

Our recommendations do not call for major capital investments. Rather we are recommending
strategies to optimise the use of the major investments already made or underway.

The implementation of a full redesign of the Dublin Bus network and the other recommendations
contained in this report will be a complex and challenging task which will involve many stakeholders 1
customers, staff, local authorities, key public agencies and private sector organisations.

Below we set out some key guidelines:

Obtain strong commitment from Government and company management.

Develop a comprehensive list of stakeholders, assess their specific needs, issues and concerns.
Communicate appropriately, frequently and with accountability.

Allocate sufficient expertise and resources to do the work properly.

Establish and maintain a process by which change can be implemented.

=A =4 =4 4 -4 -4

Assess risk and mitigate appropriately.

We recommend that these changes be approached as a strategic programme of work and that
suitable leadership, expertise and resources be assembled from the start.

Rollout of actual changes can be approached on a phased or incremental basis. This has the benefit
of allowing the new design principles to be tried out on a pilot basis first so that customer reaction can
be gauged and built into subsequent rollouts. We suggest the following phases:

1 Phase 1: Focus on assembling the team, planning the programme of work and initial consultations
1 Phase 2: Design and implement a Pilot

1 Phase 3 onwards: Design and rollout out new services to remaining corridors

We estimate the initial Phases 1 and 2 could be set up and implemented in a 6 month timeframe with
the subsequent rollouts over an 18-24 month timeframe.
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1. Introduction

The bus sector in Dublin has experienced growth over the past decade although this has reversed
recently due to the economic downturn. Since the early 1990& each National Development Plan for
economic and social development, and more recently Transport 21, has provided investment in
transport infrastructure which has included funding for fleet expansion at both Dublin Bus and Bus
Eireann. The PSO has been increasing on an annual basis in recent years. Future investment plans
foresee the bus as being the principal provider of passenger transport services in Dublin and all
through Ireland.

The 2006 Census of Population found that the overall number of bus users increased by 7% since the
previous census in 2002. However, over the same period the number of persons driving to work by
car, lorry or van increased by 22%. The share of public transport by bus fell from 6.7% in 2002 to
6.1% in 2006.

The following are a number of characteristics specific to the bus market in Ireland:
1 Recent strong economic and population growth has led to a general increase in transport demand

and longer commuter journeys;

I There were almost 8,500 large public services vehicles registered in the State in 2007. Of this
almost 1,200 were registered to Dublin Bus and 700 to Bus Eireann;

1 A major investment programme in Quality Bus Corridors (QBC), especially in Dublin, has
improved bus journey times, relative to that of the car, but traffic congestion remains a problem in
key locations;

A major investment in intercity motorways has led to opportunities and challenges for Bus Eireann;

There has been significant recent capital investment by the State in PSO fleet replacement and
expansion for Dublin Bus and Bus Eireann. The average age of the fleet operated by Dublin Bus
is 6 years. The average age of the fleet is similar in Bus Eireann (excluding schools fleet);

' PSO current funding for Dublin Bus and Bus Eireann is relatively low when compared to
comparable operations in other countries in Europe

1 Increases in fuel prices, combined with falling passenger numbers, have put significant financial
pressures on both companies.

Bus Eireann fleet ® Dublin Bus fleet ® Other

Figure 1.1: Number of large public services vehicles 2008

Source: Department of Transport
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Transport 21, the Il rish Governmentds Transpor
Development Plan, has funded fleet expansion and bus infrastructure for both Dublin Bus and Bus
Eireann in recent years. The main objectives of the programme for the Greater Dublin Area (GDA)
include:

1 To develop a bus network to create a meshed network of services and reorientate it to take
account of rail developments.

1 To create a network of interchange points across the public transport network to allow users
transfer easily.

1 Tointroduce a Smart Card Integrated Ticket which can be used on all public transport services.
1 To develop Park and Ride facilities at carefully chosen locations.

1 To implement a phased programme of demand management measures.

1 Tointroduce an integrated public information system.

Transport 21 predicts public transport patronage in Dublin will almost double to 375 million in 2016.
Suburban rail and Luas / Metro will carry ¢.100m each. c¢.175m passengers will be carried by bus.
This shows that the bus will still be by far the largest public transport carrier at the passenger end of
the Transport 21 programme. It will continue to be the principal means of increasing public transport
capacity in the short to medium term. On Dublin corridors not served by rail and for the majority of
other areas around the country, the bus will remain the dominant provider of public transport services.

In line with the Government commitment to delivering a sustainable travel and transport action plan for
Ireland, the Minster for Transport launched a public consultation in February 2008. The consultation
document suggested that bus services could be improved by:

Developing additional Park and Ride facilities.

Introducing integrated ticketing and Real Time Passenger Information (RTPI).

1
1
1 Introducing more flexibility in work practices to allow more responsive network planning.
1 Continuing the development and improvement of QBCs.

1

Doubling the length of bus priority schemes to improve the quality, reliability and efficiency of the
bus fleet.

1 Investment in new fleet and maintenance of existing fleet.

Dublin Bus is a commercial Semi State Body, a subsidiary company of Céras lompair Eireann (CIE). It
commenced trading in 1987 under the terms of the Transport (Re-organisation of Coéras lompair
Eireann) Act, 1986. The Act states that DublinBushas an operating area
Dublin and contiguous areas¢éo

Dublin Bus operates a comprehensive network of services serving a population of approximately 1.2
million people. This population is projected to grow to 1.5 million by 2020. Dublin Bus currently
operates a PSO fleet of 1,148 buses on more than 200 routes and employs almost 3,800 full time
members of staff. As the principal provider of public bus services in the region, it currently carries over
70% of public transport passengers in the city centre area. Dublin Bus carried almost 148 million
passengers in 2007. The company currently operates 7 bus depots in Dublin: Clontarf, Summerhill,
Donnybrook, Harristown, Phibsboro, Ringsend and Conyngham Road.

Company activities fall into two broad categories:

t

Capit

or

1 Social activitiesit hese are activities underRS®lrerncanpasp ar t

t he majority of t he companyo6s PO paynemss from thel h e

Department of Transport to cover the difference between fare revenue and operating costs. EU
regulation 1370/2007 requires that from December 2009, formal contracts are in place, providing
for compensation plus a reasonable profit to be paid by the State for PSO activities.
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1 Commercial activities 1 t he s e

refer t o

6f or

profité

private hire services. Revenue derived from these activities amounted to c.6% of overall revenue
in 2007. Our terms of reference do not extend to reviewing commercial activities.

According to the Company, approximately 80% of the Dublin Bus fleet use radial QBCs to some
degree. Closer to 65% of the Dublin Bus fleet operate along significant sections of QBCs.

The 2007 Dublin Transportation Office QBC monitoring report indicates that bus passengers along

QBC routes have increased by over 36% in the last 10 years.

Current bus modal share and the

proportion of people crossing the canal cordon between 7am and 10am along QBCs are;

=A =4 =4 -4 =4

Malahide Road 61%
Clontarf 61%

Lucan 52%
Blanchardstown 51%
Finglas 49%

f
f
f
f
f

Swords 49%
Stillorgan 45%

Howth Road 42%
South Clondalkin 42%
Tallaght 40%

= =4 a4 -4 -a

North Clondalkin 41%
Rathfarnham 38%
Ballymun 38%

Rock Road 28%

Bray 28%

Overall bus modal share for persons crossing the canal cordon between 07:00-10:00 on a weekday is
28%. The aggregate share of all public transport (bus and rail) is ¢.50%.
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Figure 1.2: Dublin mode share summary

Source: Dublin Transportation Office, QBC monitoring report (2007)
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Figure 1.3: Dublin mode share summary 2007

Source: Dublin Transportation Office, QBC monitoring report (2007)
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Bus Eireann is also a commercial Semi State body within the CIE Group. It commenced trading in
1987 under the terms of the Transport (Re-organisation of Céras lompair Eireann) Act, 1986. The Act
states that its principal object is to provide, within the State and between the State and places outside
the State, a passenger service by road, except in so far as such a service is provided by Dublin Bus.
It operates commercial, schools transport and public services activities outside the city and county of
Dublin, serving a population of over 3 million people. This population is projected to grow to over 3.6
million by 2020. Bus Eireann operates a Public Service Obligation (PSO) fleet of over 450 buses on a
variety of rural, city, suburban and town services.

Bus Eireann also operate commercial services, principally the Expressway service. School services
are operated under contract with the Department of Education and Science on a cost recovery basis.
Bus Eireann carried 50.2 million passengers in 2007 (excluding school transport scheme).

Detailed modal share information is not available outside of Dublin.

The various issues impacting on the operational environment for both Dublin Bus and Bus Eireann is
set out below in diagrammatic form.
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Figure 1.4: Issues facing Dublin Bus and Bus Eireann

Source: Deloitte
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1.1 Current financial position

In this section we review the historical financial performance of the companies and the forecasted
outturn for 2008 and 2009. While our terms of reference do not extend to a full financial review, it is
important to understand the financial context when determining future actions relating to efficiency and
effectiveness.

Up to 2007 both companies retained modest annual profits, net of PSO. The companies anticipate
significant losses both in 2008 and 2009. Management highlighted the following issues as contributing
factors to the forecasted losses in 2008 and 2009:

1 Decrease in passenger numbers as a result of the economic downturn.
1 Reduction in the rate of increase of PSO payments.

1 The removal of the fuel duty rebate scheme.

1

Increases in fuel and wage costs.

1.2 Profit and loss account

Dublin Bus Bus Eireann
00 0
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Figure 1.5: Dublin Bus/Bus Eireann retained surplus and PSO

Source: Dublin Bus / Bus Eireann audited accounts 2004 i 2007 and management forecasts 2008 and 2009

Audit Audit Audit Audit Forecast Forecast
2004 2005 2006 2007 2008 2009
am am am am am am
Revenue 177.6 181.5 189.3 200.4 202.4 209.5
Operating Costs (239.9) (245.8) (260.5) (286.8) (302.1) (325.3)
Gross Loss (62.4) (64.3) (71.2) (86.5) (99.7) (115.8)
PSO 61.8 64.9 69.8 80.1 85.8 85.2
Operating Profit / (loss) (0.6) 0.6 (1.4) (6.4) (13.9) (30.6)
Interest Receivable 14 15 17 25 25 17
Profit / (loss) before exceptional items 0.8 2.0 0.4 (3.9) (11.4) (28.9)
Additional pension contribution - - - - - (4.5)
Exceptional ltems - - - - 0.7) (0.7)
Profit/(Loss) on Disposal of Assets 1.2 (0.0) 1.9 14 2.2 2.6
Release of Provision - - - 7.3 - -
CIE Subvention - - 2.0 - - -
Retained Profit / (loss) 2.0 2.0 4.3 4.8 (9.9) (31.5)

Table 1.1: Dublin Bus Profit and Loss account

Source: Dublin Bus audited accounts 2004 i 2007 and management forecasts 2008 and 2009, reclassified

Notes:

2006: The CIE Group made acontri but i on to the Company of 02m.
2007: 07.3m provision release related to third party <cl ai ms.
Assessment Board began operations resulting in lower claims costs.
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Audit Audit Audit Audit Forecast Forecast

2004 2005 2006 2007 2008 2009
am am am am am am
Revenue 226.5 241.29 265.1 282.9 298.8 319.0
Operating Costs (245.5) (263.7) (294.1) (323.2) (345.0) (385.5)
Gross Loss (18.9) (22.4) (29.1) (40.3) (46.2) (66.5)
PSO 24.0 25.2 26.5 36.6 36.9 41.5
Operating Profit/(Loss) 5.1 2.8 (2.6) 3.7) (9.3) (25.0)
Interest Receivable 0.7 0.7 0.9 15 2.0 1.0
Profit / (loss) before exceptional items 5.8 35 @.7) 2.1) (7.3) (24.0)
Additional pension contribution - - - - - (3.5)
Exceptional Items - - - - (2.0) (2.0)
Kentsown Legal Fine - - - - (2.0) -
Parent Contribution - - 4.0 - - -
Release of Provision - - - 9.0 - -
Retained profit/(loss) per a/c's 5.8 35 2.3 6.9 (10.3) (29.5)

Table 1.2: Bus Eireann Profit and Loss summary

Source: Bus Eireann audited accounts 2004 i 2007 and management forecasts 2008 and 2009, reclassified

Notes:

2006: The CIE Group made a contribution to the Company of G4m.
2007: G9m provision release r el at easreviewoof ¢laims rsidce thea Petsgnal juries ms . Thi s
Assessment Board began operations resulting in lower claims costs.

2008: The Kentstown | egal fine of 02m relates to a Court ruling fol

1.3 Operating review

Both companies derive their revenue from two main sources - fare revenue and PSO revenue.

The fare increase averaging 10% from 1 January 2009 is included in the 2009 forecast of both
companies. The increase is considerably higher than in recent years. The yield from such a fare
increase may be proportionally less than those earned from fare increases in recent years as the
higher rate of increase may lead to a reduction in demand.

2004 2005 2006 2007 2008 2009
Fare increase average 2.75% 3.5% 4.0% 2.75% 5.0% 10.0%

Table 1.3: Fare revenue

Source: Department of Transport

Dublin Bus has over 400 ticket agents selling prepaid tickets throughout Dublin. These agents are paid
a commission of 4%. The cost of ticket distribution to agents is less than 1.5% of revenue.
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Both companies forecast a fall in passenger numbers in 2008 and next year due to the general
economic slowdown.

Dublin Bus has grown passenger numbers by almost 6% during the period 2001-2007. Dublin Bus
passenger numbers peaked in 2003/4 at 149 million passengers. A 3% fall in passenger numbers in
2005 coincided with the introduction of Luas services. Passenger numbers for 2008 are predicted by
Dublin Bus to fall by approximately 3% and a further 5% in 2009 due to the general economic
downturn.
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Figure 1. 6: Dublin Bus/Bus Eireann number of staff

Source: Dublin Bus/Bus Eireann audited accounts 2004 - 2007

Dublin Bus attribute the lack of growth in passenger numbers since 2004 to the introduction Luas,
combined with the expansion of services and capacity on DART and Commuter rail.

Bus Eireann has grown passenger numbers by almost 15% during the period 2001-2007. Passenger
numbers reached 50.2 million in 2007. Passenger numbers for 2008 are predicted by Bus Eireann to
fall by approximately 2% and a further 4% in 2009 due to the general economic downturn.

The Dublin Bus fleet increased by 200 buses in 1999/2000. These buses were part funded by EU
grants and were designated to meet additional peak demand along new QBCs. The number of
vehicles in the fleet did not change significantly again until the delivery of an additional 20 vehicles in
late 2005 and a further 100 vehicles in autumn 2006.
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Since 200, fleet capacity, as opposed to fleet size, has increased by almost 25%. This additional
capacity has been provided through a mixture of additional buses and the replacement of older
vehicles with larger ones. The increase in fleet capacity has not led to an equivalent increase in
passenger numbers. Adding new buses is unlikely to drive additional passenger journeys unless
additional measures are taken, as set out later in our report.
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Figure 1. 7: Dublin Bus capacity growth and passenger growth

Source: Dublin bus management information

Fleet issues are discussed in further detail in Section 4.6.

Bus Eireann passenger numbers are set out below:

Passengers (millions) 2001 % 2002 % 2003 % 2004 % 2005 % 2006 % 2007 %
Provincial City Services 20.1 - 21.0 4% 214 2% 21.1 -1% 21.6 2% 21.9 2% 22.1 1%
Other scheduled services 23.7 - 25.1 6% 27.0 8% 26.7 -1% 27.5 3% 27.8 1% 28.1 1%
Sub Total 43.8 - 46.1 5% 48.4 5% 47.8 -1% 49.0 3% 49.7 1% 50.2 1%

Table 1. 4: Bus Eireann passenger numbers and % increase

Source: Bus Eireann actual 2001 i 2007

Management state that passenger numbers fell in 2004 due to:

f
f
f
f

Drainage works/road works in cork city which severally disrupted traffic for many months
Road works in Galway city (Eyre Square) which disrupted traffic for well over a year
Overall traffic congestion in Limerick city at peak hour

Worsening traffic congestion at peak hour on the main arteries into Dublin and the Quays in
Dublin, which have been alleviated somewhat

Revenue forecasts for 2008 and 2009 anticipate a decrease in passenger numbers as a result of the
economic downturn for both companies.

Government PSO payments, including capital payments, to both companies are relatively low.

In 2007, DublinBusrecei ved 080. 1m oper at i on &$0. Bus Bineanmredeiced t
036. 6m og subvantion to over its PSO.
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Figure 1.8: Dublin Bus /Bus Eireann subvention

2008

2009

Source: Dublin Bus/Bus Eireann audited accounts 2004 i 2007 and management forecasts 2008 and 2009 (CAPEX unavailable)

The PSO payment is designed to meet the shortfall between the cost of operating PSO services and
the revenue generated from such services. Generally, in recent years, the PSO payment has been
increased at a rate of 5% per annum with further increases applying where new services have been

introduced. PSO per passenger at both companies has been increasing in recent years.

increases for 2008 and 2009 amount to the following:

2008

PSO
Dublin Bus 085. 8m
Bus Eireann 136.9m

Table 1.5: Dublin/Bus Eireann PSO

Source: Dublin Bus/Bus Eireann management forecasts 2008 & 2009
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The Dublin Bus PSO payment in 2007 equated to ¢.29% of total revenue. Grants and subsidies to
other comparable bus operations outside Ireland vary greatly. In Europe, levels of operational
subvention are generally higher (% of revenue):

68% in Brussels

57% in Zurich

62% in Amsterdam

79% in Lyon

= =4 =4 =4 =4

38.5% in London (regulated, excluding network management costs)

The Bus Eireann PSO payment in 2007 equated to ¢.12% of total revenue. In addition Bus Eireann

has been using its own resources, generated on its commercial services, to subsidise PSO services.

I n 2007 the retained surplus from commegmoiedifficuland scho
to identify comparable operators for Bus Eireann given their mix of services. When compared to PSO

received by the national operators in the Netherlands, Belgium and Switzerland, the subsidy received

by Bus Eireann is low:

1 Connexxion (Netherlands): Subsidy as percentage of revenue; 49%
9 Car Postal/Post Auto (Switzerland): Subsidy as percentage of revenue; 51%
I TEC (Walloon region, Belgium): Subsidy as percentage of revenue; 78%

In addition to the annual PSO payment, Dublin Bus and Bus Eireann receive capital grants to partially
fund the purchase of buses for PSO services or the upgrading of infrastructure for PSO services.
These capital grants have the effect of lowering the annual PSO compensation requirement of the
companies. This is due to the fact that the grant payments for buses and facilities are amortised on the
same basis as assets are depreciated. Without the capital grants, the net depreciation charge for the
companies would be higher.

In 2007, the amortised capital subvention amounted todtl3.4m and 05.9m for Dubl in
Eireann respectively. This compares to an operational
Bus and Bus Eireann respectively.
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Figure 1.9: Dublin Bus /Bus Eireann PSO per passenger

Source: Dublin Bus/Bus Eireann audited accounts 2004 i 2007; Management forecasts 2008 and 2009. Bus Eireann PSO analysis
calculated with reference to passenger numbers excluding schools.
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In the period 2004 to 2007, revenue and operating costs have increased as follows:

1 Dublin Bus: Revenue up 12.8%, Operating costs up 19.5%.
f Bus Eireann: Revenue up 24.9% Operating costs up 31.6%.

The graphs below represent the relationship between revenue (excluding PSO revenue) and operating
costs since 2004.
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Figure 1.10: Dublin Bus / Bus Eireann revenue (excluding PSO) and operating costs

Source: Dublin Bus and Bus Eireann audited accounts 2004 i 2007 and management forecasts 2008 and 2009

Between 2004 and 2007, the kilometres operated by both companies grew approximately by 6% and
16% for Dublin Bus and Bus Eireann respectively.

Operating costs are dealt with in further detail in Section 3.
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