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22 April 2022 

Ms LM O’Malley MLA 
Chair 
Public Accounts Committee – STAP Framework 
4 Harvest Terrace 
WEST PERTH WA 6005 

By email 

Dear Ms O’Malley 

Student Transport Assistance Policy framework 
Questions taken on notice 

Thank you again for the opportunity to provide comments in relation the Public 
Accounts Committee (the Committee) inquiry into the Western Australian Student 
Transport Assistance Policy (STAP) framework, and for the opportunity to appear 
before the Committee to provide evidence on 25 February 2022. 

You have asked us to provide additional information that we had agreed to provide 
during the hearing and have also raised some additional questions that the 
Committee did not have the opportunity to ask at the time. 

We have set our responses to each of the questions raised in your letter dated 24 
March 2022 as an attachment to this letter. There is nothing in our response that we 
would prefer to remain confidential. 

We would be pleased to answer any additional questions the Committee may 
subsequently have. 
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Please let me know if there is any more information you need in relation to the issues 
being addressed. 
 
 
 
 
Yours sincerely 
 

 
John Ditchburn 
General Manager 
BusWA 
Encl. 
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BUSWA RESPONSES TO QUESTIONS RAISED IN CORRESPONDENCE DATED 
24 MARCH 2022 
 
 
 

1. What proportion of Western Australian school bus contractors are 
members of BusWA? 

 
 
It is not possible for us to accurately measure this amount.  
 
We have a range of information relating to activities of our members (including 
whether or not they operate as school bus contractors), but we cannot readily obtain 
this information from school bus contractors who are not BWA members – it is not 
made public. 
 
However, we believe that approximately 80% of all bus contractors are BusWA 
members. 
 
We would be able to work with SBS to provide an accurate proportion (by comparing 
our membership information with their records of State-wide contractors) if an exact 
figure is requested by the Committee. 
 
 

2. What proportion of Western Australian school bus contracts are held by 
BusWA members? 

 
 
Again, for the reasons outlined above it is not possible for us to accurately measure 
this amount. This particular calculation is also complicated by various commercial 
transfers and sales of contracts that can occur from time to time – we are not able to 
obtain this level of information from school bus contract holders who are not BusWA 
members. 
 
We believe that approximately 90% of all school bus contracts are held by BusWA 
members.  
 
The difference between this amount and the amount referred to in our response to 
question 1 reflects the fact that the State’s largest contractors, many of which hold 
multiple school bus contracts, are BusWA members. 
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3. The Committee understands that the Public Transport Authority will 
remunerate contractors for all fixed and variable cost components 
associated with operating their school bus. In the case of Evergreen 
Contract Model contracts, these costs are predetermined, and 100% of 
the fixed costs can be recouped under the contract. 

 
 

a. If bus contractors undertake charter work, and therefore receive 
additional revenue, should the Public Transport Authority continue to 
reimburse contractors for all fixed costs, or should it only be required to 
reimburse contractors for a proportion of the fixed costs as reflect the 
proportion of time/distance the bus spends providing student transport 
assistance? 

 
 
BusWA members accept the base position that reimbursement by the Public 
Transport Authority for the operation of their school buses should reflect the costs 
that are actually incurred in providing school and community bus services. 
 
This then leads to an reasonable question in relation to the reimbursement of all 
fixed costs if contractors in fact derive additional revenue from those buses from 
charter work. 
 
This issue was addressed in detail in 2007 as part of the Inquiry on School Bus 
Operator’s Charter Bus Operations which was undertaken by the Economic 
Regulation Authority of Western Australia (the Authority). 
 
A link to the Authority’s final report is provided below: 
 
https://www.erawa.com.au/cproot/5780/2/School%20Buses%20Final%20Report%20
5%20July%202007.pdf 
 
As part of its findings, the Authority determined: 
 

“The Authority has concluded that the participation by school bus 
contractors in the commercial bus charter industry is not having an 
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adverse impact on that industry. Consequently, the Authority is not 
recommending any changes to the current funding model1.” 

 
 
Some key findings included in the report are as follows: 
 

• “The general view expressed in the submissions was that commercial charter 
work does not form a large part of the services provided by most school bus 
operators. Transport Forum WA, representing the school bus industry, 
submitted that very few school bus contractors (less than one percent) 
engage in a substantial amount of commercial charter work and that the 
remainder of school bus operators do either no commercial charter work or 
only a few commercial charter jobs per year.” (Page 11) 
 

• “In some small country towns, the local school bus may be the only provider 
of charter services and the demand for these services in that area would not 
be sufficient to attract more than one bus operator” (page 11) 
 

• “Many submissions made the point that school buses are commonly used to 
provide services at low prices to schools for extra-curricular activities and for 
community groups. There was a general concern that any adjustment in the 
CRM, such as a levy for charter work, would raise the school bus charter 
prices and have adverse impacts on the use of school buses for these 
services.” (Page 14) 
 

• “The Public Transport Authority agreed that if school bus contractors were to 
be required to pay some form of rebate on their charter earnings, such as in 
the form of a charter fee, it would not be desirable for this to impact negatively 
on the provision of bus services for school excursions or community charters.” 
(Page 15) 
 

• “Submissions suggest that it is common practice for school bus contractors to 
offer charter services to community groups and schools at low cost. Any 
recommendations from this inquiry regarding the remuneration of school bus 
contractors, including adjustments to the CRM for work outside of school 
contract obligations, would need to take into account any subsidiary impacts 
on school excursions and community charter work.” (Page 16) 
 

Importantly, on page 16, the Report states: 
 
 

 
1 Inquiry on School Bus Operators’ Charter Bus Operations: Final Report – Forward (page i) 
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“The decision on how the fixed costs of school buses are allocated 
between different groups is essentially one for government social 
policy. Under the current arrangements, school bus fixed costs are 
covered by government, to the benefit of customers of school bus 
charter services (including schools and community groups) who pay 
lower prices. Alternative arrangements might involve transferring some 
of the allocation of fixed costs of school buses from government to the 
customers of school bus charters. This would advantage commercial 
operators who could compete more effectively with school buses, but 
would be to the detriment of school bus charter customers, who would 
pay higher prices. However, in the absence of evidence of substantial 
problems with competition in the charter bus industry, the Authority is 
of the view that such a transfer of costs would not be justified.2” 
 

 
 
 
BWA believes that another review of the treatment of fixed costs of school buses is 
not justified at the current time because: 
 

• The issue was well considered in 2007 and the operational, economic and 
societal factors that existed at the time of that review have not changed. 
 

• Evidence from our members suggests that charter work undertaken by school 
bus operators in school buses outside of school hours is insubstantial. 
 

• Charter work undertaken by school buses, particularly in remote and rural 
areas, is almost exclusively undertaken for schools and community groups in 
any event, and the fact that fixed costs are subsidised allows operators to 
provide this school and community travel at reduced rates. Contractors 
generally provide charter jobs as “community service activities”, rather than 
for commercial gain. 
 

• As was found in the 2007 review, we do not believe that school bus operators 
set their charter prices below their variable costs in order to effectively “profit” 

 
2 Inquiry on School Bus Operators’ Charter Bus Operations: Final Report (page 16) 
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from Public Transport Authority subsidisation of fixed costs. 
 

• It is possible that the extent of charter activities is overestimated if the TDV 
model spreadsheets have been used to estimate this amount. The 
spreadsheets do include a “charter” field which is used by contractors to 
record kilometres travelled for school bus contract-related activities including 
refueling and annual vehicle inspections. We would be happy to provide more 
evidence in relation to actual charter kilometres travelled by a sample of 
school services vehicles if this is needed. 

 
For these reasons we believe it is reasonable that the Public Transport Authority 
continue to reimburse contractors for all fixed costs, notwithstanding the fact that 
some charter revenue may be derived by contractors. 
 
 

b. What would be an appropriate method of apportionment? 
 
For the reasons set out above we do not believe that apportionment is required.  
 
The current system of reimbursement of all fixed costs ensures that contractors can 
provide out-of-school services which have in the past been shown to be minimal, and 
almost exclusively for the benefit of school and community groups. 
 
 
 
 

4. The Committee understands that bus contractors receive a fortnightly 
“return on investment” payment at the rate of 10.5% per annum on the 
replacement purchase price. What is BusWA’s position on the following 
alternative scenarios? 

 
a. Receiving a return-on-investment payment at a rate of 10.5% per annum 

on the historical bus price? 
 

b. Receiving a return-on-investment payment at a rate of 10.5% per annum 
on the written down bus price? 
 

c. Receiving a return-on-investment payment at a lower rate per annum on 
the replacement purchase price? 
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Our response to question 4 has not been broken down into the three sub-headings 
set out in the question. Instead, our response sets out our views in relation to the 
alternative scenarios presented as a whole.  
 
The CRM model and the calculation of the return on capital under the Evergreen 
Contract regime has been the subject of numerous reviews and bargaining 
between Government and the school bus industry. Reviews have included: 
 

• A 2003 review conducted by PwC, and 
 

• A study by Economic Research Associates to assess an appropriate rate of 
return in the context of school bus services commissioned by the Economic 
Regulatory Authority for its Draft Report into School Bus Operators’ Charter 
Bus Operations. 

 
These reviews and subsequent negotiations between Government and the school 
bus industry has resulted in a relatively complex system of cost reimbursement 
together with a return-on-investment payment of 10.5% per annum which is 
calculated on the replacement purchase price. 
 
In our view any changes to one part of the CRM should not be made without detailed 
and comprehensive consideration of other parts of the model and the overall impact 
on the businesses and livelihoods of the contractors.  
 
Any review of contractor reimbursement needs to be wide in scope and 
comprehensive in terms so as to: 
 

• Ensure efficiency of public spending 
 

• Attract appropriate investment to the industry 
 

• Ensure safety of passengers, drivers and the wider community 
 
 

We would be happy to play a role in a more detailed review of public expenditure 
and the way in which return on investment is calculated. For current purposes, in 
relation to the specific questions the Committee has asked, we note that: 
 

• The current approach to calculating payments to operators does not include a 
profit component or profit margin. Other components and costs are effectively 
treated as pass through items for reimbursement and so without adequate 
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compensation for return on investment the margins derived by operators are 
minimal 
 

• There is no evidence of excess returns in the school bus industry compared to 
others. 

  
 
We welcome the opportunity to be involved in a further review of the nature and 
calculation of contractor payments as a whole. 
 

 
 

5. The Committee have received evidence that bus driver rates of pay can 
vary significantly from employer to employer, and route to route. 

 
a. Are bus drivers’ terms of employment and rates of pay determined by 

the contract between the Public Transport Authority and bus 
contractors, or by the contractor separate to the Public Transport 
Authority contract? 

 
 
The rates of pay for drivers which are agreed between the Public Transport Authority 
and bus contractors as part of the 5-year review process represent the amount 
Government agrees to reimburse operators for different classes of driver.  
 
The actual on-the-ground payments to drivers by operators is not tied to this amount.  
Operators take their own approach to resourcing their routes and this often includes 
negotiating hourly rates with individual drivers. 
 
As a result, there are invariably differences between what contractors pay their 
drivers and the amount that is reimbursed by Government.  
 
 

b. Why do rates of pay vary between different drivers / routes? 
 

 
Because operators each take their own approach to remunerating drivers and 
because of difference in underlying business models of operators there are different 
rates of pay within the industry.  
 
Some reasons for the differences include: 
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i. Different amounts required to be paid to attract and retain drivers in areas 
where drivers are harder to locate, and where routes / passengers are by 
their nature more challenging and harder to resource. 
 

ii. It is common for smaller operators to drive their own buses in more remote 
areas and so independent negotiation between parties does not occur. 
 

iii. There is no standard way for treating ancillary costs (such as training and 
long service leave) for Evergreen Contract drivers, and different operators 
have different approaches to these types of amounts in their CRM 
reporting. This can in turn impact the overall hourly rate paid to drivers.   
 

iv. Different contractors have different capacities to deal with differences 
between the amount paid to drivers and the amount reimbursed by 
Government, and this can impact the hourly rate paid to drivers. For 
example, some operators may take an average cost approach by 
effectively blending hourly rates across different contract types. 
 

v. Some operators have payroll tax obligations whereas others do not. 
 

vi. The Evergreen Contract Model and the Tendered Rate Model are 
fundamentally different in that the Evergreen Contract contains a provision 
which states that the contractor will not make a “windfall gain” in respect to 
the remuneration of wages, whereas Tendered Rate Contracts do not. 
Operators who have both Evergreen Contracts and Tendered Rate 
Contracts work within different constraints and may have different 
business models and approaches to costs than those who do not. 
 

 
Fundamentally, differences arise because of the existence of the pass-through 
clause in the Evergreen Contract model and the standardised approach to wage 
reimbursement by Government that does not reflect on-the-ground differences in 
wages paid. 
 
BusWA is of the view that the removal of the pass-through clause in the Evergreen 
Contract will deliver a fairer and simpler system of payments to drivers – ensuring all 
contractors would ultimately be compliant to Award and Fair Work Australia 
regulations without the involvement of an additional layer of complexity imposed by 
the Public Transport Authority. 
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