EXPLANATORY MEMORANDUM TO

THE BUS SERVICE OPERATORS GRANT (ENGLAND) (AMENDMEN T)
REGULATIONS 2013

2013 No. 2100

1. This explanatory memorandum has been prepared by Diapartment for
Transport (DfT) and is laid before the House of @uins by Command of Her
Majesty.

2. Purpose of the instrument

2.1. This instrument provides, with effect fronf October 2013, for changes to be
made to Bus Service Operators Grant (BSOG) eligyliliteria.

2.2.From ' October 2013, London franchised bus services hlineligible to
receive BSOG.

2.3.In addition, the following specific types of lodalis service will no longer be
eligible to receive BSOG:

* rail replacement services;

* temporary services intended to operate for lesa 8ia consecutive
weeks;

» services for which the fare includes a special atyeglement (this
includes services to transport passengers betvadlestations, airports
or sea terminals and their dedicated car parks);

» services operated primarily for the purpose ofigmror because of the
historical interest of the vehicle; and

e community transport services operated by local @itibs using their
own staff.

2.4.Government will also stop paying BSOG, from 1 Jan014, for services
outside London that are tendered and not othereasanercially viable.

3. Matters of special interest to the Select Committeen Statutory Instruments
3.1.None.
4. Legislative context

4.1.The Regulations amend the Bus Service OperatorsntG(gngland)
Regulations 2002 using powers contained in sec®t(5) of the Transport
Act 2000 and are subject to the negative resolyirocedure.



. Territorial Extent and Application

5.1

This instrument applies to England only.

. European Convention on Human Rights

6.1.

As the instrument is subject to negative resolufoocedure and does not
amend primary legislation, no statement is required

. Policy Background — what is being done and why

7.1.

7.2

7.3.

7.4.

Bus Service Operators Grant (BSOG) - a grant mgdbad Secretary of State
for Transport under powers contained in section @b4he Transport Act
2000 - is the main bus subsidy funded by DfT. slicurrently paid to bus
operators at a rate of 34.57 pence per litre (jbl)diesel on the fuel
consumed in the operation of local bus servicelse dims of supporting bus
service providers via BSOG are to lower congestinorease accessibility
and reduce social exclusion. However, as BSOG ket to fuel
consumption bus operators receive more subsidy hiéy t increase
consumption; this suggests the subsidy is poorikelil to environmental
objectives. We have reviewed BSOG to better tafigeding in line with
DfT's objectives.

. This Statutory Instrument, which amends BSOG ellitytcriteria, forms part

of a broader reform of BSOG that also includesdteation of several Better
Bus Areas (BBAs). Under the reforms, BSOG will lnoager be paid to the
operators of local authority tendered bus servases London franchised bus
services. Instead, Transport for London and thea@®r London Authority

will each receive half of an annual figure, broadbuivalent to the previous
total amount of BSOG claimed annually by Londométaised bus services.
And, under Section 31 of the Local Government AGD2 new grants

(“section 31 Grants”) will be established to payctedocal authority - in

England and outside London - funding broadly edenato the amount of
BSOG that was previously paid to operators of l@#hority tendered bus
services within their boundaries.

Making funding available to local authorities tmaiuld previously have been
paid to bus operators in the form of BSOG for Lamdanchised services
and tendered bus services will allow for spendiagigions to be made at a
local level. This should result in funds being m@ffectively targeted. It

will also mean bus operators no longer receive ractisubsidy on fuel

consumption for such tendered services, which shimgkentivise operators to
improve fuel efficiency.

Further Section 31 Grants will be made to locahatities which are awarded
Better Bus Area status. Within BBAs - which wadlkk for 4 Y2 years and then



7.5.

7.6.

7.7.

7.8.

8.1.

8.2.

9.1.

be reviewed - the level of BSOG paid to operatorscommercial services
will be gradually reduced. At the same time thealcauthority will annually

receive the equivalent of the BSOG forgone by dpesaplus an additional
amount worth 20 percent of the value of BSOG witthie defined BBA.

These funds will be targeted at bus improvementsones.

By creating a limited number of BBAs via a compe#t process, the
Government will seek to incentivise local authestiand operators to work
together to provide better services for passengaerd deliver better
environmental outcomes and value for money.

Making the specific bus services set out at paBieligible to receive
BSOG will - at a time of intense pressure on thblipyurse - help to focus
BSOG funding on supporting the types of bus sesvfoe which the subsidy
was first devised.

Taken as a whole, the reforms to bus subsidy see&ntourage greater
growth in bus usage, which in turn will help acl@ewmode shift and lower
congestion. Reducing carbon emissions from bugesdoeasing incentives
on bus operators to invest in more fuel efficienisds is an additional
objective.

There are no current plans to consolidate the unmsgnt that is being
amended.

. Consultation outcome

The Department for Transport (DfT) ran a public fdmtion between 13
September and 12 November 2012 seeking views ontheweforms should
be implemented. A total of 143 responses werdavede

The primary purpose of the consultation was to gasight into how best the
reforms should be delivered. As a result, the Béined useful information
in a number of relevant areas from contributionsctvitame from across the
industry, including the bus and coach industryyvaie individuals, local

authorities, and representative groups. The Dejant has considered all
responses and the analysis was used in reachedgcbnclusions.

. Guidance

Operators and local authorities have been kepougate on the progress of
the reforms and their implications via regular rshibts. Materials, such as
BSOG claim forms and operator guidance, have bedatad accordingly to
take account of the changes.



10.Impact

10.1. The impact of the reforms on the public sectoxigeeted to be limited
as devolving funds in relation to both the tendeard franchised component
of BSOG to local authorities represents a simptdh deansfer between central
and local government.

10.2. The impact on charities and voluntary bodieskislyi to be negligible.
Under sections 19 and 22 of the Transport Act 188fanisations who
operate in Great Britain without a view to profianc obtain a permit
exempting them from the need to hold a PSV opégatiicence when
providing transport for a charge. See this link dofull description of those
services:
http://www.dft.gov.uk/vosa/repository/PSV%20385%29d20November%?2
009.pdf Any Section 19 community transport services vehpsrpose is not
to carry on business for gain, will remain eligilbbeclaim for BSOG, unless
they are operated in-house by local authoritieghéncase of the latter, each
local authority will receive a grant from the Gowerent broadly equivalent
to the amount of BSOG they claim for these servatgsresent. Providers of
non-tendered Section 22 community services, whiténorun to timetables
and can charge a fare, will also retain eligibityclaim BSOG.

10.3. The exact impacts that the reforms will have onrmss are unknown
at present as they will depend upon how individoa&l authorities use the
devolved funding to support transport servicesh@irtarea. Devolution to
local authorities of BSOG funding, which is curigrpaid to bus operators
for operating local tendered services, will applyall operators, therefore it
will apply to small, medium and large businesse3he rationale for
devolving funding for tendered services is to allogal authorities to use the
funding to look across their areas and identifyalqariorities for filling gaps
in the network of commercial services run by buerafors. Whilst exact
impacts are unknown, as we expect local authortbetake account of the
BSOG foregone by operators when reviewing theidéead contracts or
entering into new contracts, we envisage the ovenglact here to be limited.

10.4. A full Impact Assessment can be found on the gowent website
https://www.gov.uk/government/publications/reforgmbus-subsidy-in-
england-final-impact-assessment.

11.Regulating small business

11.1. The legislation applies to small business. Its igeeampact on small
business is unknown but is likely to be limitede gg@ra 10.3 and the link to
the full Impact Assessment, which provides moreaitien the likely impacts



12.Monitoring and Review

12.1. The Government intends to carry out a further nevaé BSOG during
2014. In particular, this will look at those paofsthe scheme which have yet
to be reformed, such as payments for commercialyple bus services
outside London, as well as looking at the curremstesn under which BSOG
is paid according to the amount of fuel used byiddal bus operators. The
outcome of this review may require further amend¢o the Bus Service
Operators Grant (England) Regulations 2002, as wsllto the 2013
regulations which are the subject of this explarnateemorandum.

12.2. Given this, the Government believes that it wouddumnecessary to
include in the 2013 regulations a requirement toesg them no later than
five years after the day on which they come int@wdo(ie October 2018), as

this would be overtaken by the earlier review which Government intends
to carry out.

12.3. Equally, the Government does not believe that iildkdbe appropriate
for the regulations to include a sunset clause Wwprovided that they ceased
to have effect after a period of seven years. s&hegulations do not create
an additional regulatory burden, but relate instea@&overnment spending
decisions and how that spending should be disedun addition, they will
be subject to the earlier review to be carried adwing 2014, as set out in

section 12.1 above. It would, therefore, be pteneato include any sunset
clause in the 2013 regulations.

12.4. The impact of the reforms will be monitored clgsdly officials
within the Department for Transport using a rangjeaurces. This includes
evaluation and monitoring information which sucdéels8etter Bus Area
authorities will be asked to submit.

13. Contact

13.1. Tim Barrow, Department for Transport. Email:
Tim.Barrow@dft.gsi.gov.uk.



