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PURPOSE OF REPORT

The purpose of this report is to consider an application from the hackney
carriage trade to increase the maximum chargeable fares payable by the
travelling public for hackney carriage journeys for 2010/11.

RECOMMENDATIONS

The Cabinet Member (Public Protection & Rural Affairs) considers the options
set out in paragraph 9.1 of the report and determines which option should be
advertised as the proposed maximum hackney carriage fares for 2010/11.

The Cabinet Member (Public Protection & Rural Affairs) approves the placing
of the notice referred to in paragraph 2.1 above in the local press.

RECOMMENDED REASON FOR DECISIONS

The setting of fares is a statutory duty placed upon the Council and it is the
Council’s responsibility to strike a balance between setting a fare that is
acceptable to the customer and to the taxi driver.
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ALTERNATIVE OPTIONS CONSIDERED AND RECOMMENDED FOR
REJECTION

All options are outlined in paragraphs 9.1. There are no alternatives.
BACKGROUND
The Legislation

Section 65 of the Local Government (Miscellaneous Provisions) Act 1976
provides that a District Council may fix the rate of fares within the District and
all other charges in connection with the hire of a hackney carriage vehicle; this
is done by means of a table which is to be referred to as “the table of fares”.
Private Hire vehicles are able to set their own fares and are therefore not the
subject of this report.

Any changes to the table of fares must be published in accordance with
Section 65 for a period of not less than fourteen days to allow for objections to
be made. In the event that any objections are received within the period
allowed, and not withdrawn, then the District Council must set a further date
not later than two months after the first specified date for the table of fares to
come into effect with or without modifications as described by them.

The powers to set a maximum fare were considered by the Office of Fair
Trading in its report in November 2003. The Government in its response to
the report made it clear that it recognised that there was a strong case for
negotiating the maximum level of fares in order to protect the interests of the
consumers and recommended that local authorities should continue to
exercise these powers.

DETAILED ANALYSIS

Criteria have been adopted in discussion with the trade to judge what
amounts to a reasonable price review. This comprises of the following
elements:

The cost of living — RPI (Retail Price Index ) rate of inflation.
The cost of insurance

The cost of vehicles and maintenance

The cost of fuel

Cost of excise duty

Average earnings

Cost of licence fees and charges
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Cost of Living

Retail Price Index and Consumer Prices Index up to November 2008

CPl inflation 1.1%, RPI inflation -1.4%
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(source National Statistics Office; 16 November 2009)
What are the differences between the CPl and the RPI?

In terms of commodity coverage, CPI excludes a number of items that are
included in RPI, mainly related to housing. These include council tax and a
range of owner-occupier housing costs such as mortgage interest payments,
house depreciation, buildings insurance, estate agents' and conveyancing
fees. CPIl was developed to allow accurate comparisons across EU countries.

Insurance

According to the latest AA British Insurance Premium Index, car insurance
premiums are rising faster than at any time over the past 15 years.

The Index, which tracks the quarterly movement of car and home insurance
quotes, recorded a 5.6 per cent jump for comprehensive car insurance over
the three months ending 30th September.

This figure is not specific to taxis. Taxi specific comparisons could not be
found at the time of writing this report.
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Cost of Vehicles and Maintenance

According to information compiled by the AA Motoring Trust, in 2009 the
average cost of running a petrol car (new cost £14-22,000) at a mileage
greater than 30,000 per year had stayed the same at 36.75 pence per mile.
The average cost of running a diesel car had also remained the same at
34.28 pence per mile when compared with 2008.

These figures were based on average price of fuel, tyres service and labour
costs, replacement parts, depreciation, road tax, breakdown cover and
insurance.

Cost of Fuel

The average cost of fuel in the Yorkshire and Humberside region for 2009 up
to and including October is shown in the following table:

Fuel Prices 2009 (pence per litre)
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(Source: AA Motoring Trust, December 2008)

Petrol has risen from 86p per litre to 104p through the year and diesel has
risen from 98p per litre to 105p.



6.6 Vehicle Excise Duty

In 2008 the following rates of duty applied:

Rate of Duty (£)
Band CO, Emissions g/km Petrol Diesel

A 100 and below 0 0

B 101 - 120 35 35
C 121 - 150 120 120
D 151 — 165 145 145
E 166 - 185 170 170
F Over 185 210 210
G~ Over 225 400 400

*for cars registered after 23" March 2006

In 2009 the following rates of duty applied:

Rate of Duty
Band CO2 emission (g/km) | 12 months rate 6 months rate
A Up to 100 Not applicable Not applicable
B 101-110 £35.00 Not applicable
C 111-120 £35.00 Not applicable
D 121-130 £120.00 £66.00
E 131-140 £120.00 £66.00
F 141-150 £125.00 £68.75
G 151-165 £150.00 £82.50
H 166-175 £175.00 £96.25
I 176-185 £175.00 £96.25
J 186-200 £215.00 £118.25
K 201-225 £215.00 £118.25
L 226-255 £405.00 £222.75
M Over 255 £405.00 £222.75

(Source: DVLA, Dec 2008)
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Vehicle excise duty forms a very small proportion of vehicle running costs and
is very difficult to compare 2009 to 2008 due to the changes in charging
structure.

Average earnings

There appears to be no reliable information available on the earnings of taxi

drivers and so it is proposed that the Regional Average Earnings Index
published in April each year be used.

Average Earnings in the year to October 2009:

Earnings - 2009 Annual Survey of Hours and Earnings (ASHE)
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Growth in median gross weekly earnings of full-time employees by sex, United Kingdom

(Source: Office for National, November 2009)
Licence Fees and Charges and fares

On 19 November 2009 the Licensing Committee will receive a report
recommending the revised fees and charges for licences for the year 2010/11.
As at the time of writing this report, the outcome of this review was not known.
A verbal update will be given at the meeting.

However, fees and charges form a small proportion of operating costs.

In November 2009, Private Hire Monthly, which provides comparisons
between fares set by local authorities, ranked Harrogate at 33" position
(1°' being the highest fare). 375 local authority areas are ranked in total.
At the same time in 2008 Harrogate was ranked at 30™.
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CONSULTATION WITH THE TRADE

At a the Taxi Liaison meetings on 14 October 2009 and 18 November 2009
the 2010/11 fare levels were discussed with the trade. There was agreement
between the three associations operating within the district.

The Harrogate Hackney Carriage Association, the Harrogate and District
Hackney Carriage and Private Hire Association and the Ripon City Taxi
Proprietors Association all requested that:

e The flagfall be increased from £2.80 to £3.00 (a 7% increase)
e The running mile remain the same at £1.65
e Waiting time be remain the same at £15.23

Supporting documents relating to increasing insurance costs are contained at
Appendix 1 to this report.

The three associations also requested that a “trigger level” be set to prompt
fresh fare discussions at any point should the price of fuel increase past that
level. It was proposed that the level be set at £1.15 per litre of fuel (diesel or
petrol, which ever is first).

A comparison of the current fares and the fares proposed by the associations
is contained in appendix 2 of this report.

CONSULTATION ARRANGEMENTS

Any changes to the table of fares is published in accordance with Section 65
of the Local Government (Miscellaneous Provisions) Act 1976 for a period of
not less than fourteen days to allow for objections to be made.

If any objections are received within this period, and are not withdrawn,
another report will be brought to the Cabinet member in order that they may
be fully considered.

Once the objections have been considered the Cabinet Member must set a
further date not later than two months after the first specified date for the table
of fares to come into effect with or without modifications as described by them.

If no objections are received, the table of fares comes into effect on the date
published.

A proposed table of fares for publishing in the local press is attached at
appendix 3 for consideration.
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OPTIONS AVAILABLE

The options for the Cabinet Member to consider in responding to proposals
for an increase in the Hackney Carriage maximum fares are to consult on:

a) That set out by the trade in paragraph 7.2 and detailed in appendix 1, or
any part(s) of them.

b) Any other change.
c) No change.
CONCLUSIONS

The Cabinet Member is requested to consider the options detailed in section
7.0 contained within this report and decide on the preferred course of action.

The Cabinet Member is requested to approve the placing of a notice in the
local press as outlined Section 8.0 above.

Background Papers: None

OFFICER CONTACT: Please contact Gareth Bentley, Licensing Manager, if you
require any further information on the contents of this report. The officer can be
contacted at the Department of Community Services, Springfield House, Kings
Road, Harrogate, HG1 5NX, by telephone on 01423-841027 or by e-mail —
gareth.bentley@harrogate.gov.uk

SUSTAINABILITY ASSESSMENT/CRIME AND DISORDER

Implications are
Positive Neutral Negative

A | Economy v

B | Environment v

C | Social Equity

i) | General v

i) | Customer Care/People v

with Disabilities
iii) | Health Implications v
D | Crime and Disorder v

If all comments lie within the shaded areas, the proposal is sustainable
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Appendix 1
Representations made by the trade associations

An example insurance renewal from a Taxi Driver

CDL : 7.14/1498/AS |
Operator / Branch / Date: AG - M - 16th, December, 20080 © Copyright 2003 CDI
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Cover: Comprehensive Excess: £350 NCD: 9 years ( Protected )

Your taxi Insurance falls due for renewal on the 22" December 2009 and the present Insurers,
Norwich Union via TFP schemes have offered a renewal premium of £998.71 including insurance
premium tax and a £35.00 administration fee. Premium includes free RAC Legal cover, £5,000,000
Public Liability cover for contract work and free Personal Assault cover. Please note that the
standard policy excess is £350.00.

Having checked the present market, we can offer an alternative quote with Tradex Insurance at a
premium of £822.50 (£300 excess applies. Windscreen excess £75.00 with unlimited cover) The
premium is based on a letter from Harrogate council confirming 10 + years taxi badge. The
premium includes free Legal Protection with Tradex, free personal assault cover, free £10,000,000
Public liability cover and free local roadside assistance or recovery. The key facts for both insurance
companies are enclosed which we encourage you to read through. Please note that renewal
instructions must be received before renewal date so that there is not a break in cover.

Since you are paying by instalments we can offer renewal payments over 11 direct debit payments of
£99.87 or £82.25 which includes the 10% instalment charge.

However, should you feel you need to discuss the premium or alternatively the cover provided we will
be only too pleased to hear from you.

Yours sincerely

Martin‘flaskins Cert CIT -

Ve

¥
' Financial M Wood Insurance Services L1d (Independent Intermediary) :; Directors: M H Wood & PH Wood 1@ Registered No. 3083745 }5' ¥

Ombudsman Authorised and regulated by the Financial Services Authority




Articles relating to insurance costs sent by John Higgins

itself, 1 believe, will pose its own problems due to

comparison sites not being properly regulated.”
Titmuss said that Aviva had publicly removed its

direct business to focus on its broker customers.

‘The market will harden,
rates are at an unsustaingble
level at the moment and it

will turn. The signs are there’
JAMES TITMUSS, ALAN ELUNDEN & CO

“And I believe this was down toatried, tested and
failed approach to doingitdirectly,” hesaid.
Towergate’s Kali Allen was concerned about
how the economic climate was preventing the
market from hardening. “1t is widely said that the
insurance market was soft prior to the recession

and has potentially been made worse or held
back from developing since.”

Golding agreed that current trcndswcr‘c
problematic, I feel that brokers will continue to
feel the pressures ol a growing online insurance
market that is driving the rates down, fuelling the
price-driven attitude, which removes the chance
for the market to harden.”

Titmuss was mare posit, “The market will harden,
rates are at an unsustainable level at the moment
and it will turn, The signsare there,” he said, But
Natalie Humphreys [rom Hamilion Leigh believed a
hardening market would pose more challenges.
“Some of the commission levels are unsustainable if
the market hardens, Some insurers are already
withdrawing long-term agreements,” she said.

Elaine Lennox from JLT was concerned about
the lack of new entrants coming into the 2>

A hed mar ek means F

Insurance Times 29 October 2009 27
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In this issue: Where are they now? Independent staffers, eight years on page 16

Car policy costs leap 14%,
the fastest rise for 15 years

Insurers have no choice as up to £110 is paid in claims for every £100 taken in premiums, says AA

SAXON EAST Carinsurance premiums have
risen 14% this year, faster than at any time over
the past 15 years, according to the AA British
Insurance Premium Index.

The index. which tracks the quarterly
movement of car and home insurance quotes,
recorded a 5.6% jump for comprehensive
carinsurance over the three months ending
30 September, which means the average

CAR INSURANCE MARKET SUMMARY

SOURCE: A8

premium has increased by 14% since the start Third-quarter 2009 changes 12-month changes

of the year. Average premium October 2009 July2009 % change October2008 % change
AA director ofinsurance Simon Douglas said Comprehensive £821.41 £778.13 +5.6 £72083 +14.0

therises were unprecedented. “Car insurers are Third party, fire and theft £1,058.64 £968.22 +9.3 £800.42 +17.6

facing fast rising costs, reserves for paying claims
are depleted and investment income has fallen,

largely because of the recession.

“ estimate that across the industry, up to
£110is being paid in claims for every £100
taken in premiums - asituation that is clearly
unsustainable. Despite motor insurance being
one of the most competitive markets, insurers
have little choice but to put premiums up.”

An ABI spokesman said: “Premiums are
going up because claims costs are rising and
insurers are under pressure from falling
investment returns,

“Some of the those rising claims costs are in

personal injury claims, legal fees and insurance
fraud. It's atough market but one that insurers
will come through.”

In a separate study, Deloitte forecast an
increase in claims inflation next year from
4.4%105.4%.

Allianz’s head of commercial and motor trade,
Roger Ford, said the increase in computer-driven
technology systems within vehicles, especially
fleet, was one reason for the inflation as they cost
more to repair.

Deloitte estimates net operating ratio will
improve from this year’s 107.4% to 106.7% next

year, across both commercial and personal lines.

Ford said the forecast showed insurers
would need to improve their underwriting to
make profits.

“You would have got away with that strategy
three years ago when investment returns were
high and stock market returns were less volatile,
Now you cannot afford to run too higha
combined operating ratio.”

FIND OUT MORE ONLINE
Go to insurancetimes.co.uk and search for:
Fraudulent motor claims double [19/10/09]

| ] R (SR .

11




TIOPS'OINSURERS

Opinion is divided on personal
lines, however, where rates, most
noticeably in motor, have crept
slowly upwards in the past two
months. An optimistic Boisseau
predicts that they will rise 10%-12%
over the next year. But Fortis chief
executive Barry Smith s less
convinced, predicting an increase of
just 3%-4%. He believes the current,
and in some cases unprecedented,
market conditions are defying the
“logic” that governed in the past.

So, what factors are getting in the
way of the rate increases that
insurers so badly need?

THE ECONOMY

As the recession lingers,

clients have become

inereasingly price
conscions and are less likely to
accept rate increases

€&~ "We have seen evidence of our
clients downsizing, so their overall
premiums are decreasing,” says
Towergate Risk Solutions’ chief
operating officer Jonathan Walker.

“That has led to an increasing
number who are very focused on
their own cost base, of which their
insurance requirement is one aspect.
They are looking harder than they
may have done previously at their
insurance premium. Clients are also
engaging with other brokers with a
view to finding cheaper premiums.”

COMPETITION
Increased capacity has
intensified competition
among insurers,
reducing the scope for a collective
drive towards a hard market

4@ “There are far too many players
chasing SME business,” Groupama's
Boisseau says. “Five years ago there
were four or five companies in the
arena. Now you have newcomers
such as Brit, QBE and AIG playingin
the field.

“Clearly because they had a strong
growth ambition, they didn’t follow
the rate increases pushed hard by
Aviva, AXA and, to some extent, RSA.
Because they have significant
capacity the market is still in a very
difficult place.

“Some of the chief executives
were under pressure because they
were losing top-line. Some who took
a strong step forward seem to have
taken a step back. It doesn't help
when after four or five months of

ard work people undo everything,

think some players have given up
early.”

DUAL PRICING
Dual pricing — where
insurers raise rates on
renewals but suppress
them on new business - bas
belped prevent a hard market

€& "Some insurance companies
want to see rates move forward on
the renewals side but when a piece
of new business is presented to
them, they are still very aggressive in
their appetite to pick itup,” says Lark
Insurance Broking Group director
Stephen Lark. “There is still a climate
where an insurer will quote cheap
deals to attract business in year one.
That is indicative of the amount of
competition in the marketplace.”

LACK OF CONTROL
While insurers talk
tough on rates, ground-
level staff under
pressure to retain business don’t
always follow the official line

€3~ "There is an element of a lack
of control,” says Broker Network’s
divisional sales and marketing
director Nick Houghton., “There
may be a diktat from on high but
that doesn't actually filter through to
the trading underwriter. Because of
the economy, local insurers may be
concerned about closures. Perhaps
there is an element of self-
preservation. They want to continue
to write business locally to protect
this position.”

AGGREGATORS

Aggregators continue to

lure consumers online,

putting increasing
pressure on brokers and insurers
to match cut-throat pricing

£& “The impact of the aggregators
and the internet is subduing the rates,
To sell the volume needed by that par-
ticular model, you have got to make
it cheap,” says Ashbourne Insurance
managing director Peter Smits.

"More and more people who are
selling their products on the
aggregators are finding ways to strip
out commission, reduce earnings to
keep the rates low. The trouble from
our perspective is that we are noton
the internet.

“The client will go on the internet
and get a price for £250 and that sets
the bar. They come to us and they
expect £250. So if the market rates
are £400, all of a sudden you are
forced into a situation where you
have to look at the premium to give
the client a deal he or she believes is
competitive.”

CATASTROPHES

Major catastrophes

used to affect all types

of business, pushing
up rates across the board.
PricewaterbouseCoopers
partner Paul Delbridge says the
aftermath of Hurricanes Tke and
Gustav in 2008 shows this is no
longer the case

&3~ "After Hurricane Katrina in
2005, rates got a big push across all
classes,” he says. "In fairness, they
were already rising. Insurers had
damaged balance sheets after 9/11.
There was much more onus on
everybody to raise rates.

“After 2005 most insurers repaired
their balance sheets to a quite large
extent so people are not in as
desperat: need to raise rates ... This
time around we haven’t seen as
many people suffering because not
as much catastrophe-exposed
buinsess has been written and
models have become more
sophisticated.”

AGGREGATORS
AND THE
INTERNET ARE
SUBDUING

%G

PRUDENT

BACK RESERVES

Insurers are using

reserves to prop up
balance sheets and this is
relieving any pressure to
raise rates

& "Insurers have been able to
release reserves to improve their
underwriting results,” Deloitte
partner lan Clarke says. “The
balance sheets for most insurers
are pretty strong. They are not
being influenced by losses. The
drive is not there to move prices
up significantly.”

TOP PLAYERS ARE
STILL GETTING
GOOD RETURNS
Despite the credit
crunch, some insurers are reaping
healthy profits from past
investments. This is belping
them to keep rates low and to
retain a sizeable market share

€&~ "In commercial lines there is
still quite a lot of profit that is
coming through from some
insurers, even if it is not the super
profits from commercial property in
the past,” Fortis's chief executive

RATES. TO SELL BarySnithay.

THE VOLUME

“But it is still profitable and you

can see the desire of many
NEEDE D YoU ’VEcompanies to invest more capital

GOT TO MAKE
IT CHEAP’

PETER SMITS,
ASHBOURNE INSURANCE

CAPTIVES

In a bid to save costs,

multinationals are

bypassing traditional
commercial markets in favour of
placing risks with captives in
offshore locations

&€& “FTSE 350 multinationals are
putting more business through
their cagtives rather than buying
insurancz in the conventional
market. We are seeing more and
more of that happening at the
moment," Delbridge says. “It is
probably due in part to the
downturn and people trying to save
money. Aad so while they are paying
premiums to captive insurers, it is
staying within the group.”

within the UK. If the top quartile of
players are getting good returns, why
should they move their rates up?”

CLAIMS
ARE DOWN
A steady
decline in the

overall rate of claims bas
removed a traditional pressure
point for rate increases

&85~ "Claims frequency has been a
long downward trend,” Clarke says.
“You are getting fewer accidents on
the road and fewer claims are being
made. It is a pretty benign claims
environment. This means there is
no great incentive based on claims
alone to put rates up.”

19 Nevember 2009 Page 15 Insurancetimes
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Rate increases slower than
predicted

19 November, 2009
Competition is keeping rates down, according to Aon

Aon is warning that insurers may reduce the amount of capital they're willing to commit to
the food industry in Q4 2009 and into 2010.

The broker said that only companies that can prove they have a constructive and proactive
approach to understanding and managing risk will maintain a positive response from
insurers.

It said that by comparison, nearly all other UK sectors are likely to see little change in rates
for property, liability and motor insurance if renewing their policies in Q4, according to its
quarterly index that tracks the UK underwriters’ premium predictions for property, liability
and motor fleet insurance - Aon Market Pulse.

It also found that 70% of underwriters are predicting motor rates to move slowly upwards
during the end of 2009 but 68% and 64% expect no rate change or decreases in property
and casualty insurance, respectively.

The report claims that insurers’ desire to increase rates has been thwarted by the entry of

new capacity into the mid-market further driving competition, adding that increased pricing

attracts new capacity to the sectors perceived to be problematic or challenging but this has
proven to normally mean increased premiums.

Steve Redgwell, head of broking for Aon's mid to large sized companies, said: “Competition
remains very strong as we come to the final months of 2009, which will keep rates at the
levels already experienced in the first three quarters of 2009. Into 2010, however, a
combination of a continued softening market over the past five to six years, lower reserve
releases and weak investment returns will lead to premium increases. This will be at a
slower pace than previously predicted.

“The market remains very competitive and whilst rate increases have mainly been selective
and imposed on poorer performing trades and risks, the view of insurers is that increases
will start to show on a more general basis in 2010.”

Want to get the latest news from only the areas of the industry you’re interested in?
Don't sift through masses of emails for the stories you want. You can now customise
Insurance Times email newsletters to give you the news you need. Before it breaks across
the industry.

Receive newsletters on just the sectors of the UK insurance industry you want to hear
about. You can select from newsletters covering 16 areas of the industry, including broking,
commercial lines, run-off and legal.

Choose the types of alert you want to receive. From breaking news updates, to our sector-
specific alerts, you can receive as many, or as few as you want. You can even choose pick

http://www.insurancetimes.co.uk/story.asp?sectioncode=13&storycode... 24/11/2009
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Appendix 2

A comparison of the current fares and the fares proposed by the associations

Tariff 1 \ \ \ 0.5 miles | 1 miles | 2miles | 5miles | 10 miles |Runing mile (£)
Current Rate 3.40 4.20 5.80 10.80 19.00 1.65
Projected Fare at 0% increase 3.60 4.40 6.00 11.00 19.20 1.65
Increase (£) 0.20 0.20 0.20 0.20 0.20 0.00
% Increase 5.9 4.8 3.4 1.9 1.1
Appendix 3

TAXI FARE PROPOSALS FOR 20010/11 AS AS PROPOSED BY THE TRADE
ASSOCIATIONS:

To increase the fare:

Tariff 1 (Day) - Flag fall for the first 440 yds or part thereof £3.00 with a 20p drop at
440yds and every 213.33 yds or part thereof.

Tariff 2 (Between midnight and 6am) - Flag fall for the first 440 yds or part thereof
£4.50 with a 30p drop at 440yds and every 213.33 yds or part thereof.

Tariff 3 (Double time) - Flag fall for the first 440 yds or part thereof £6.00 with a 40p
drop at 440yds and every 213.33 yds or part thereof. From 18:00 hrs 24th
December to 06:00 hrs 26th December and 18:00 hrs 31st December to 06:00 hrs
2nd January.

Waiting time - £15.23

All other costs to remain the same.
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