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Executive Summary 

Steer Davies Gleave has reviewed the operating costs for NGT in light of Chris Cheek’s supplementary rebuttal 
[FWY/119]. In this rebuttal, TAS provided operating costs for NGT which were 9.6%1 higher than the Promoters’ 
estimate when both sets of costs are expressed in 2013 prices.  

The principal cause of the difference is that TAS has employed different assumptions on NGT service patterns and 
the number of staff employed by the NGT operating company. TAS has also made a different assumption on leasing 
costs and NGT vehicle power consumption. The Promoters do not accept these changes to the inputs to the 
operating cost model. 

When the operating costs are compared on a like-for-like basis (i.e. same staff complement, same service pattern, 
etc.) , the TAS and the Promoters’ operating costs only differ by 1.3%. This is not a material difference.  There is 
nothing in Mr Cheek’s supplementary rebuttal that gives the Promoters cause to review their assumption on the 
make-up of the NGT operating company or the assumed pattern of operation. 

This note provides details of our analysis of the TAS operating costs put forward in FWY/119. This includes a 
comparison of both the original and revised TAS operating costs with the operating costs presented by the 
Promoters. All costs are presented in 2013 prices consistent with the Supplementary Rebuttal provided by Chris 
Cheek. It is noted, however, that the Business Case Review [C-1] and the NGT Operating Cost Report [C-1-10] both 
use a 2010 price base, which is consistent with the economic appraisal. 

Service pattern 

TAS assumes a higher service frequency for NGT than the Promoters, with an additional service per hour (5 services 
as opposed to 4 per hour) in the off-peak and at weekends2. This service pattern is also inconsistent with our 
demand and benefits calculations. An increase in service provision affects operational costs such as fuel and tyre 
costs (since the vehicles would travel further) and staff costs such as driver costs (since vehicles would be in 
operation for longer). To quickly assess the scale of this impact, we have adjusted costs (where necessary) using a 
scaling factor, which has been derived from comparing the estimates of annual vehicle hours and annual vehicle km 
travelled. These adjustments are shown in Table 1. 

  

                                            
1
 Supplementary Rebuttal Proof of Evidence of Christopher Cheek, 21May 2014, p8, Table 7 

2
 NGT Operating Cost Audit, TAS, March 2014 - p57, Table 1 



Table 1 Adjustment – conversion of TAS service pattern to SDG service pattern 

 Annual vehicle hours Annual vehicle km 

TAS 81,1203 1,409,790 

Promoters 78,6304 1,313,8305 

Adjustment 0.97 0.93 

 

Staff costs – System staff and customer service/revenue protection staff 

The TAS system staff calculation includes increased Controllers and On Road Supervision staff (7 controllers and 9 On 
Road Supervisors6 as opposed to 3 equivalent staff in the Promoters’ estimates). These additional staff would not be 
required on NGT as they would double up the duties of the customer service/revenue protection staff who are 
already accounted for in the Promoters’ operating costs. These staff members will provide on-road supervision as 
well as working as a customer host on the NGT services. This change in staff complement is therefore not accepted 
by the Promoters. 

The additional supervisory staff members account for £391,000 of the TAS system staff cost (in total, £1,862,0007). If 
this cost is deducted, the TAS system staff cost would be £1,471,000 which is less than the Promoters’ estimate of 
£1,511,000. We have therefore used the Promoters’ estimate of system staff costs. 

Fuel consumption 

TAS assumes that the NGT vehicles consume electricity at a rate of 2.8KwH per km8. This estimate is based on older 
Vancouver vehicles. Our specification is for modern vehicles and therefore considered to be more appropriate for 
the scheme. 

Leasing costs 

TAS has amended the leasing costs without explanation and therefore there is no reason to believe that their 
estimate is more accurate than the Promoters’ estimate. The Promoters’ estimate explicitly includes a risk element 
and allows for prudent financing. 

Results 

The TAS operating costs have been updated based on the revisions discussed above. The results are shown in Table 
2. 

Table 2 shows that if the TAS operating costs are updated, the difference between the TAS and Promoters’ costs is 
just 1.3%, as opposed to 9.6%. The Promoters see no need to update the operating costs in the financial and 
economic case. 

  

                                            
3
 NGT Operating Cost Audit, TAS, March 2014 - p58, para. 2.1.6 

4
 Core Document C-1-10, NGT Operating Cost Report, p10, para. 2.40 

5
 Core Document C-1-10, NGT Operating Cost Report, p10, para. 2.19 

6
 Supplementary Rebuttal Proof of Evidence of Christopher Cheek, 21 May 2014, p7, Table 6 

7
 Supplementary Rebuttal Proof of Evidence of Christopher Cheek, 21 May 2014, p8, Table 7 

8
 NGT Operating Cost Audit, TAS, March 2014 – p64, para. 4.1.2 says 0.36 KwH per Km but it is assumed that this is incorrect and 

is actually referring to Km per KwH. 



 

Table 2 Revised Operating Costs (2013 Prices £000) 

 Promoters TAS
9
 TAS Updated 

Difference 

(Promoters/TAS) 

Difference 

(Promoters/TAS 
updated) 

Fuel (incl. 
electricity) 

£258 £357 £299 38% 16% 

Oil - £1 £1 - - 

Tyres £101 £132 £123 31% 22% 

Maintenance (incl. 
staff) 

£420 £535 £499 27% 19% 

Tax & Insurance £131 £130 £130 -1% -1% 

Drivers £1,691 £1,739 £1,686 3% -0.3% 

Customer 
service/revenue 
protection 

£958 £1,236 £958 29% 0% 

Staff Training £207 £186 £186 -10% -10% 

System Staff £1,511 £1,862 £1,511 23% 0% 

NGT Sundries & 
Contingency 

£198 £247 £247 25% 25% 

Total for Operators £5,475 £6,425 £5,640 17% 3% 

System staff – 
Promoters 

£97 £97 £97 0% 0% 

TOTALS £5,572 £6,522 £5,737 17% 3% 

Leasing cost for 
trolleybuses 

£4,560 £4,788 £4,560 5% 0% 

Infrastructure 
Maintenance Costs 

£2,131 £2,131 £2,131 0% 0% 

Total Operating 
Costs 

£12,263 £13,441 £12,428 9.6% 1.3% 
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 Supplementary Rebuttal Proof of Evidence of Christopher Cheek, 21 May 2014, p8, Table 7 


