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ORDER YARYING THE PUBLIC TRANSPORT TICKETING SCHEMES BLOCK
EXEMPTION

Purpose and intended effect of the Order

in 2001, the then Dirsctor General of Fair Trading {now Office of Fair Trading)
concluded that agreemenis between public ransport operators on certain types
of integrated public ransport tickeling schemes were fikely 1o satisfy the
conditions for exemption set oul in section @ the Act. Ticketing schernes are
sonsiderad o promote higher guality bus services and transport natworks and
improve the viabiiity of public fransport networks with resuftant reductions in road
congestion, air and neise poliution. Following a public consuliation, the Office of
Eair Trading (OF T recommended the Secretary of Slate make & binck
sxemnption order for such agreemerds, providing greater legal cariainty for
operators and avoiding the need for large nurmbers of bendgn agreements o ba
natified unnecessarily 1o the OFT.

The purpose of this order is 0 exiend by a further Tive years the axisling
Competition Act 1888 {Public Transport Ticketing Sohemes Blook Exemption)
Order (512001 No 318) {'the bloclk exemption Y arwd introduce cerain
amentdments to it The biook exemption aliows operators o develop lagrated
tickating schemes sulject io conditions designed to mainiain competition and
protect the interests of passengers. The amendments this order introduces arg
intended to make it easier for bus operalors to develop infegrated ticketing
sohemes, particularly traveicands.

CFTs Public Consultation

i April 2005, pursuant to sections 8{1) and B4y of the Competition Act 1858 (the
Acty, the OFT consulted interested pariies on proposals o exiend and make
amendments to the block sxemption in the consultation paper set out inthe OFT
consasitation paper Proposals to recommend varying the public transpon ticketing
schemes biock sxamption (‘the Consultation Paper’y’. The Consultation Paper
was sent o 276 public transport operators and organisations with an intersst in
public transport. The OFT recaived a total of 272 responses, mosty rom bus
oparators and local authorities. All respondents agreed that without $he block
sxemption, there 15 a risk that operators would not choose 10 participats in
ficketing schemes. There was also broad support for the other amendments OF T

 proposed to make o the block axemption. A surmroary of the responses that the
OFT yeceived is contained in the Recommendation 1o vary the public ransport
ticketing schames bioek exemption’.

T The consultation paper s avaliable from

Rt e oftgov. kinrfrdonlyres/Oa6d 2 See-7 o 50-47 59-896h0-

FonTESOT IS 2EMNYeRTEL pdf

TTng document s avaitable fromy iitpdAvwe,oft cov uldMRsdoniyres/I0008G Y
GEE1 43RS 8827-R7CABEDADDEE/Q/0RB 17 ndt
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sxtend it might be taken as an indication that it considers such schemes are
no fonger appropriate. This woukd have the effect of deterring operators from
paricizating in such schemes, and

s i ihe block exermption was afiowed o expire, i woniid make i difficult for the
(ET 1o convey the change in approach o how The OF T considers Hicketing
arrengements should satisfy the Saction §(1) conditions. This could tead to
significantly grealer resources peing expended by the OFT in providing
informal guidance to local authorities and opsrators than would be required i
the block exemplion remained in place and was variad.

Additonally, the OF T took the view that it is appropriate 1o have a block
exernption for ticketing schemes because they continue to satisfy the condilions
for exempt agreements set out in section 9{1) of the Act and that the benefits of
these types of tickeling agreements are kaly 1o outweigh any negative effects on
competition. A detailed discussion on the extent 1o which Goketing schemes fulfil
thesee four conditions is set out in the OFT Consuitation Paper.

The Secretary of State agrees with the argu ments madde by the OFT and does
not consider i appropriate © allow the block sxernption o explre in February
2006,

Ressons for extending the duration of the block exemption by five years rather
than another period

The OFT considered proposats for extending the block exemation for a period of
mors than fve years, for gxample 10 years. Henwever, this would have given the
hiock exemplion a total duration of more than 18 years which would have been
nconsistent with the general approach taken with regards to BEC blogk
exermptons. These lypically have a duration of 10 years. The OFT concluded,
thert & five-year period would provide sufficiant legal certainty to enable operalors
1o invest in ficketing schemes, while allowing for 'thé@;}panuni'iy for subsequent
renview 10 consider changing crournsiances.

The Secretary of State agrees that b years is the optimum time period for which
1oy renew the blook sxemplion.

Reasons for amending the block exemption as recommaended rather than make

pther amendments or none

The OFT recommended {0 the Secretary of State that twa subsstantive changes
he made o the Block sxemplion



pombination of the sonditions inihe block exemplion providing thal revenue fies
where it falls and thet the -g:x%'.-_it% =.t:_3»f"'i‘a;%‘i§'fi‘-§; cannot be agresd amongst LrBratrs
provides operators with an -%'e*a};;;a#}ii_%{e;m.oﬂmg}@m, soraover, the OF T considers
that iF a MIT is prived above thi compelitive level then it would be opento
pperators 1o nlroduce 'iheir_--ewra'-ié;;ﬁkeia priced at a level below the price of the
MIT. Therefore, the potential for individual aperators 1o offer their own Hickets
provides an additionas consiraint-of: the price of BT

Wy, The OFT consulted on whetherihers are any aftermatives to the ticketing
schemes covered by he blogk exeplion et would provide greater penefits o
consumers. The majority of, sspondents indicated that they could not think of
ary alernative schemes tha d provide greater benefits 1o consumers. Ondy
ana respondent identified s e other tickeling sehemes thal could provide some
bensfits to consumers, although this would have been to a smaller more
spacialised group, and a8 -a_f.?_'ésf:%;s'_t_,;é_fi.'&&ga-s riot considered any further. '

syt The Secretary of State dows ntconsider that any other substantive changes
need be made 1o the block examption other than shose recommended by the
OFT. The Secretary of State Has informet the OFT of some minor modifications
roade o Article 11 of the Blogk exemption and has iaken OFT's comments into
account. o

Miner variations

wyit.  The OFT also mmmfaegég&;’? "'_ﬁi%i__e"feééawmg minor changes to the block
sxemption” o

s the definition of “-regiﬁf‘i_é‘;fl-i_z'éf&fﬁii_a%e 3 ghould be amendsd 50 that it rafors i
e OFT's Rules which have replaced the Drireciors rules)

»  Articte 21 should be amended so thatthe provisions by which the OF T must
give notice in wri_ﬁiz’}gz%f._;'@_’?f.’wi_s}?e;s 1oy cancet the block exemplion in respect of &

particular scheme zfg;iie_pﬁ-_&xméia{ provisions in the OFT's Rujes for giving
notice in writing; and

» A typographical arrer I Adicle 8 should be corrected so that the text ‘ghiect or
affect or finiting’ is replaced with ‘obiect or effect of firdting .

ot These changes have.b@ﬁ;mgz_a_{;gepted by the Secretary of State.

Risk assessment

5 article 19 is amended (o reler i secton 9{1) rather than section 8 of the Agt, i
acoordance with changes 1o the Act mare by the Competition Act 1698 and other
enactments (Amendmant) Reguiations 2004,
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Karnitoring amnd review

The OFT recommerds @xieﬁdi-m;;- the duration of the block exemption by five
years 1o 28 February 2011 but-plans fo review the case iy 2009 to conskiar
changing circumstances.

Summary and recommendation

Foliowing consutiation, the OF T considers thal the risks of reduced competition
arising from an increased nutnberof tcketing agreements will be outweighed by
the benefits 1o passengers from improved services and oiher benefils and that
e amendmans o the plack exemption will continue 1o allow for compeatition,
SRELTING DASERNYSTS continue th-benefit from lower prices and improved
BETVICES,

DECLARATION AND PUBLICATION

1 e read the regulatory impact assessment and 1 am satisfied that the benefits
justify the costs '

Signed Gerry Suichiffe Date 5th Decembey 1003

Gerry Suehiife

Pasliamentary Under-Secretary of State for Pmployment Relations and {onsumer
Adfairs

Diepartment of Trade and Industey
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Assistant Tireetor — Mergers & Cormpatition Regime
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