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Headline: New formula for public transport fares proposed

More affordable fares for commuters
The Fare Review Mechanism Committee made public its findings yesterday, proposing a
raft of changes aimed at keeping public transport fares affordable and ensuring that the
system remains financially sustainable. To keep fares affordable, the committee proposed

concessions for the following groups:
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They receive public

transport vouchers during

each fare review exercise.

They pay full adult fares. People with
Only children below

09m travel for free. Children
Polytechnic students, who are

the same ageas thosein Polytechnic
junior colleges, enjoy fewer students
concessions, as they are grouped

with university students.

Concessions are limited to . lml
students from mainstream pursuing
educational institutions full-time
or selected institutions. private studies
They enjoy only

concessionary trip fares, m
Current monthly concession

pass “unattractive” Adults
and can be improved.

PROPOSED
Introduce concessionary fares,

to better help them find jobs by
making travel more affordable.

Introduce concessionary fares
as part of social responsibility
toextend a helping hand.

Child concession card holders
below the age of seven should
be entitled to free travel.

Cheaper Tertiary

Concession Passes for
polytechnic students, with two-
tier pricing where they pay less
compared to university students.

Those studyingfu]l-ﬂine in private

‘institutions and who are registered

with the Council for Private
Education will be eligible
for concessionary travel.

Monthly concession pass for
senior citizens as an additional
option for those who are frequent

public transport users.

A monthly travel pass for adults
to cap the monthly travel expendi-
ture for frequent public transport
users. The Public Transport
Council will decide on the pricing
at each fare-review exercise.

The proposed new formula

Maximum Fare Adjustment
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Year-on-year change
in core Consumer
Price Index.

in Wage Index

adjusted for any
changeinthe
employer's CPF

contribution rate.

Price Index

Aggregate of the three components of core CPI, Wl and EL
The relative weights of such components are based on the
operating cost structure of public transport operations.
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SINGAPORE - With the factors push-
ing up costs for public transport op-
erators having changed over time, the
Fare Review Mechanism Committee
(FRMC) has proposed a new formu-
la for calculating public transport
fares, which will take into account
energy costs.

It also proposed that the Public
Transport Council (PTC) be given

the discretion to defer a portion of any
fare hikes to spread out the impact of
large increases, and to use core Con-
sumer Price Index (CPI) in the formula
instead of headline CPI, as the latter
includes components that “were not o
relevant to public transport”.

Speaking at a media briefing yes- HOT NEWS
terday, committee Chairman Richard REVIEW
Magnus said the current fare formula
is “broadly sound”, but the committee  epespgp
felt an update was needed,

COMMITTEE
PROPOSES

CONCESSION

The current fare formula is calcu- RATES4

lated based on inflation, national
average wages and operators’ pro-
ductivity. In its 85-page report, the
committee noted that energy cost
has “increased disproportionately
more than other costs”, contribut-
ing “a significant portion” to pub-
lic transport operators’ operating
cost strueture.

SMRT'’s fuel costs increased to

22 per cent of its total cost in 2011,
compared to 13 per cent in 2005.

Year-on-yearchange  Year-on-year change
in Energy Index,
which is a composite
index derived from .
diesel cost and

electricity tariff.

measured by the
national average
monthly earnings
(National Average),

Avalueset for
Productivity
Extraction that
isbased onthe
principle

of equal sharing
with commuters the
productivity gain
achieved by

the PTOs. The
productivity gain
was 1% for the
period 2007- 2011

New formula for
public transport
[ares proposed

For SBS Transit, fuel costs rose to
24 per cent in 2011, compared to 18 per
cent in 2005. Apart frem proposing
that the PTC be allowed to defer a por-
tion of fare increases, the committee
also said the PTC should be given the
discretion to defer a fare review ex-
ercise under certain circumstances,
such as poor economic conditions and
high unemployment.

Commenting on his Facebook
page last night, Transport Minister
Lui Tuck Yew said: “The FRMC’s
proposal to allow for a smoothening
of significant fare increases over two
years using a roll-over mechanism is
helpful. This will avoid excessive fare
hikes in any one year.”

The committee also suggested
that fare reviews be conducted annu-
ally to avoid sharp fare increases and

that public transport operators be
required to contribute to the Public
Transport Fund to help needy house-
holds when fares are adjusted, as a way
of “sharing” their gains with commut-
ers, it said. This could range from 20
per cent to 50 per cent of the expected
increase in fare revenue, depending on
profitability, Mr Magnus said.

If implemented, the new fare for-
mula would apply from now to 2017.
Asked why operators’ service quality
was not part of the proposed formula,
committee member Phang Sock Yong,
aprofessor at Singapore Management
University’s School of Economices said
service quality can be regulated out-
side of the framework.

Inresponse to the proposal, SMRT
noted the “welcome measures that will
address our challenges of increased
fuel and energy costs”. SBST’s Senior
Vice-President of Corporate Commu-
nications Tammy Tan said: “We will
study its recommendations closely
as we await the Ministry of Trans-
port’s response.”



