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Report of the Comptroller and Auditor General

Provision of School Transport

| have, in accordance with the provisions of Section 9 of the Comptroller and Auditor
General (Amendment) Act 1993, carried out an examination of the provision of school
transport.

This report was prepared on the basis of information, documentation and explanations
obtained from the bodies and persons referred to in the report. The Department of
Education and Skills was asked to review and comment on the draft report. Where
appropriate, the comments received from the Department were incorporated in the final
version of the report. As agreed at the outset of the examination, Bus Eireann was
provided with relevant extracts from the examination findings.

| hereby submit my report for presentation to Dail Eireann in accordance with Section 11
of the Act.

/fB_QW) MC C)J‘HL\

Seamus McCarthy
Comptroller and Auditor General

11 August 2017
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Summary

The Department of Education and Skills (the Department) funds the provision of transport
services to and from primary and post primary schools for children who live some distance from
their nearest school. Primary school children are eligible to avail of school transport services if
they live not less than 3.2 kilometres from and are attending their nearest school, having regard
to ethos and language. The eligibility minimum distance for post primary pupils is 4.8
kilometres.

Pupils who do not qualify under the eligibility rules may use the school transport service if there
is spare capacity on a bus route — these are known as concessionary ticket holders.

The cost to the Department of school transport services in 2015 was €173 million or close to €1
million per school day. The following figure provides an overview of school transport services in
2015.

Overview of school transport services in 2015
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Source: Bus Eireann and the Department of Education and Skills.
Note a 89,000 pupils who applied to use the scheme met the eligibility criteria. A further 22,000 pupils were

issued with tickets on a concessionary basis.
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The Department engages Bus Eireann to deliver school transport services on its behalf. In
2015, Bus Eireann was paid €149 million (€163 million in expenditure less €13.7 million in fees
collected from fare-paying pupils) by the Department to operate the scheme. This examination
was carried out to ascertain whether the Department can demonstrate that it is achieving value
for money through its arrangements with Bus Eireann to deliver the service and whether
adequate oversight is in place.

Usage, Operations and Costs

The number of eligible pupils who availed of the scheme in 2015 was 89,000 (10% of enroled
pupils) — 85,000 were carried on the school transport bus fleet, 3,000 were carried by taxi and
the remainder were carried on scheduled bus and rail services.

There has been a steady increase in the total number of enrolments in primary and post primary
schools in the years from 2007 to 2015. However, the number of eligible pupils using the
school transport service has fallen significantly in the same period. In 2007, the number of
eligible pupils who availed of the scheme was 127,000 (16% of enroled pupils).

The school transport bus fleet — comprised of a combination of large and medium buses, and
minibuses — had a combined carrying capacity of 163,000 seats in 2015. A similar carrying
capacity existed in 2007. As the number of eligible pupils using the service has fallen, the
estimated level of spare carrying capacity in the system increased from 28% in 2007 to 48% in
2015. Some of the spare seats on the buses are used by pupils who hold concessionary
tickets. Nevertheless, the estimated residual spare capacity in 2015 was significant — about
35%. Furthermore, many ticket holders do not use the service every day.

Eligible and concessionary tickets issued, 2007 to 2015

150,000
Concessionary
ticket holders
100,000
50,000
0
2007 2008 2009 2010 2011 2012 2013 2014 2015
Source: Bus Eireann and the Department of Education and Skills.

Note: a Includes pupils with special educational needs (SEN).



1 The estimated accumulated
excess of €11.2 million at end 2015
fell to an estimated €6.7 million at
end 2016.

11 Summary

The decline in the number of users of the scheme has not been matched by a similar decline in
overall costs. The Department has stated that a significant cost factor was the increase in the
number of pupils with special educational needs (SEN) catered for. Between 2007 and 2015,
the number of SEN pupils requiring specific/individual transport arrangements increased by an
estimated 2,300 (31%) and these arrangements are significantly more expensive on an average
(per capita) basis.

The school transport service is heavily subsidised, with only 8.4% of the cost of the scheme
being recouped from fare-paying pupils in 2015. The average annual cost of transporting
eligible pupils was around €1,800 in 2015. In that year, 48,000 ticket holders were exempt from
charges and an annual ticket purchased cost on average just over €200 per fare-paying pupil.

Oversight by the Department

There is no service level agreement in place between the Department and Bus Eireann in
relation to the provision of school transport.

1975 Arrangement

Current arrangements between the Department and Bus Eireann to deliver school transport
have been in place unchanged for over forty years, and are contained in the 1975 Summary of
Accounting Arrangements. These arrangements provide detail on how Bus Eireann calculates
its costs in respect of the scheme and set out the reporting requirements to be met by Bus
Eireann in an annual statement of account submitted to the Department.

The accounting arrangements are inadequate given the significant level of costs involved. The
annual statement of account does not comprise a full set of financial statements. Reporting
requirements are weak. There is an absence of key performance indicators or other metrics that
would allow the Department to assess service performance and the achievement of value for
money. The arrangements are strongly focused on cost recovery by Bus Eireann, but do not in
fact prevent Bus Eireann being paid more than the cost to it of its school transport operations.

Transport Management Charge

The 1975 arrangements provide for the Department to pay an annual lump sum to cover Bus
Eireann’s indirect and unspecified ‘other direct’ costs. The lump sum — referred to as the
transport management charge — is provided for in the agreement at 13% of direct costs. By
agreement between Bus Eireann and the Department, the charge was capped at €16.7 million
in 2011, at €15 million between 2012 and 2014, and at €11.3 million for 2015.

Information provided by Bus Eireann to the Department on the costs to be met from the
transport management charge indicates that the funding received was in excess of costs in
each of the four years to 2014, resulting in a reported accumulated surplus of €11.2 million at
the end of 2015. The Department does not carry out any verification checks on Bus Eireann’s
analysis of the expenses to be met from the transport management charge and audit assurance
is absent as this analysis is not a component of the annual statement of account.

The Department understands that the excess funding would be set aside and applied by Bus
Eireann to meet future costs on school transport operations.1 The statutory financial statements
of Bus Eireann for 2015 do not support this position.
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Operational Meetings

Regular operational meetings take place between the Department and Bus Eireann.
Operational decisions made at these meetings are not documented in sufficient detail by the
Department, and the basis for key decisions taken is not evidenced.

Decision of the European Commission

Following a complaint by a representative body for private bus companies in Ireland against Bus
Eireann and Dublin Bus, the EU Commission in July 2007 opened an in-depth State aid
investigation. This included an investigation of the compensation paid to Bus Eireann for
operating the school transport scheme.

In its decision on 15 October 2014, the Commission concluded that the funding of the school
transport scheme confers a selective economic advantage on Bus Eireann and is not
compatible with EU rules. Because the scheme is based on an unchanged 1975 arrangement,
the Commission found that the school transport scheme constituted ‘existing’ State aid.
Nevertheless, member States are obliged to bring such existing measures in line with EU State
aid rules.

Ireland disagrees with the Commission’s view and considers that the school transport scheme is
compliant with State aid law and is compatible with the internal market. Without prejudice to
that position, the Department and the Department of Transport, Tourism and Sport have been
engaging with the Commission since 2014 with regard to appropriate future implementation
measures.

Bus Eireann Procurement

Bus Eireann subcontracts many of the school transport routes to private operators. Payments
to contractors are the largest item of expenditure in the scheme, amounting to 71% of the cost
of the scheme in 2015. Examination of the process for procurement of a sample of routes
indicates that Bus Eireann is in compliance with public procurement guidelines in that regard.
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1 Bus Eireann total operating
turnover was €303 million in
2015 (Source: Bus Eireann 2015
Annual Report).
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Introduction

The Department of Education and Skills (the Department) funds transport services to
and from primary and post primary schools for children who live some distance from
their nearest school.

On behalf of the Department, Coras lompar Eireann (CIE) commenced as the national
provider of school transport in 1967. Since the Transport (Re-organisation of CIE) Act
1986, school transport has been operated by Bus Eireann — a CIE subsidiary — based
on a long standing arrangement with the Department. The school transport functions
undertaken by Bus Eireann include

=  planning route itineraries and scheduling

= identification of vehicle type and capacity requirements

= assessment of pupil eligibility to travel

= collection of pupil financial contributions

= contracting of private operators

= monitoring of contractor performance

= running its own school bus fleet

=  vetting of all drivers

= supervision and monitoring of service performance and standards, and

=  provision of administrative support for the operation of the scheme.

Bus Eireann subcontracts many of the school transport routes to private operators, but
has the role of operator of last resort. As such, it aims to have the ability and flexibility

to organise and transfer fleet resources in order to maintain full service coverage where
there is a threat to service for any reason.

The vehicles used on school transport services comprise a mix of large and medium-
sized buses, minibuses and taxis.

Overall, Bus Eireann’s operations are split between school transport, other commercial
operations including inter-city Expressway services, and public service obligation. In
2015, 54% of Bus Eireann’s operating turnover came from school transport.1

Focus of this Examination

The Department is responsible for the school transport scheme. It paid Bus Eireann
€149 million to operate the scheme in 2015 — €163 million in expenditure less almost
€14 million in fees collected by Bus Eireann from fare-paying pupils. The Department
determines policy, sets the user charges which apply to the scheme, monitors service
delivery and reimburses Bus Eireann agreed costs to operate the service. Expenditure
comes from the Vote for Education and Skills.

This examination focused on whether the Department can demonstrate that it is
achieving value for money through its arrangements with Bus Eireann to deliver the
service and the oversight exercised by the Department on how the school transport
service is delivered.
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Provision of School Transport

Bus Eireann is not audited by the Comptroller and Auditor General. However, the
company agreed to make information available in respect of its procurement practices
when outsourcing school transport routes. The examination assessed the procurement
practices in Bus Eireann in respect of a sample of routes, from the perspective of
compliance with public procurement guidelines.

The examination did not review the accounting and management records of Bus
Eireann relating to the school transport network.

Approach and Methodology

The analyses undertaken in this examination are built around the number of eligible
pupils who apply to use the school transport service. Statistical data was obtained from
Bus Eireann’s report on eligible pupil numbers, and costs from the annual statement of
account provided by the company to the Department. Further data was obtained from
annual statistics published by the Department. The Department also provided
information on route numbers.

Chapter 2 sets out the analysis of usage, operations and costs. Chapter 3 assesses the
Department’s oversight of service delivery by Bus Eireann. Chapter 4 provides detail on
the review of Bus Eireann’s procurement practices.



1 In a very small number of cases,
charges are applied to SEN pupils.
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Analysis of Usage, Operations and
Costs

The provision of transport for children attending primary schools dates back to 1909. It
was introduced to relieve hardship in cases where, because of distance, it was not
practical to expect children to walk to school. The closure of many small primary
schools since the 1950s increased significantly the number of pupils eligible to avail of
school transport provision. With the introduction of free second-level education in 1967,
school transport provision was extended to include post primary children.

Pupils availing of the Scheme

Currently, primary school children are eligible for transport if they live not less than 3.2
kilometres from and are attending their nearest suitable national school (having regard
to ethos and language). For post primary students, the eligible distance is 4.8
kilometres.

School transport is also provided for children with special educational needs (SEN)
arising from a diagnosed disability. There is scope within the scheme for the provision
of specific/individual transport arrangements where travel on the school bus fleet is not
deemed feasible.

In addition to eligible pupils, if there is spare capacity on a bus route, non-eligible pupils
may apply for a ticket on a paid, concessionary basis. In 2015, 22,000 tickets were
issued to concessionary users.

Eligible children who hold General Medical Service (GMS) cards and SEN pupils are
exempt from charges.1 Other eligible children, and pupils availing of the scheme on a
concessionary basis, pay charges. Charges were first levied on primary school pupils
for the 2011/2012 school year. Figure 2.1 details the different charges applied to users
of the service.

Figure 2.1 Charges for using the service, 2015

Pupil category Primary level Post primary level
Individual Family Individual Family
maximum maximum
Eligible €100 €220 €350 €650
Eligible with GMS card No charge No charge No charge No charge
SEN No charge No charge No charge No charge
Concession €100 €220 €350 €650

Source: Department of Education and Skills



1 Source: Bus Eireann, Irish Bus
School Transport Scheme,
Statement of Account, year
ended 31 December 2015.
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Figure 2.2 illustrates the trends in school enrolments in the years from 2007 to 2015 and
in the use of school transport over the same period. Despite an increasing number of
pupil enrolments in schools, the number of eligible pupils issued with tickets has fallen
significantly and consistently since 2008. In particular,

= In 2007, 127,000 or 16% of enroled pupils were issued with tickets on an eligible
basis. By 2015, this had dropped to 89,000 or 10% of enroled pupils.l

=  From 2007 to 2011, there was a 21,000 (16%) decrease in the total number of
tickets issued (eligible tickets and concessionary tickets combined).

=  Since 2011, there has been a drop of around 18,000 in the number of eligible pupils
using the service. Charges were first introduced for eligible children attending
primary school in 2011 and changes to eligibility rules were introduced in 2012.
The drop in the number of eligible pupils availing of school transport provision has
been offset by an increase of around 17,000 in the number of pupils using the
service on a concessionary basis.

=  The recorded number of pupils requiring special needs transport provision
increased from around 7,500 in 2007 to around 9,800 in 2015 (an increase of 31%).

Figure 2.2 Index of pupils® availing of the scheme, 2007 to 2015

2007 =100

e PUpil enrolments == Eligible pupil ticket holders = = All ticket holders

120
/
100 N

90 N
N\
N —--~~-’_-
80

70

60

50 - T T T T T T T ]
2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: Bus Eireann and the Department of Education and Skills. Analysis by the Office of the Comptroller
and Auditor General.

Note: a Includes primary and post primary school pupils combined.
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2.10

Analysis of Usage, Operations and Costs

Operation of School Transport

Vehicle Mix

School transport provision is designed around the number of eligible pupils who apply to
use the service. Bus Eireann determines the routes and the size of vehicle to be used
for each route.

A mix of minibuses, medium size buses and large buses are used to transport pupils to
and from school. Taxis are also used to transport some SEN pupils.

In 2015, around 85,000 eligible pupils (95%) were transported on the school bus fleet
(see Figure 2.3).

Figure 2.3 Pupils’ mode of transport, 2007 and 2015

Mode of transport used Eligible pupil numbers
2007 2015
School bus fleet 116,800 84,800
Taxi 1,800° 3,000
Scheduled Bus Eireann/CIE services 8,400 1,600
Total 127,000 89,400

Source: Bus Eireann and the Department of Education and Skills. Analysis by the Office of the Comptroller
and Auditor General.

Note: a Bus Eireann do not identify the number of pupils travelling by taxi in 2007. The average number
of pupils per taxi for 2012 to 2015 was used to estimate the number of pupils travelling by taxi in
2007.

Figure 2.4 illustrates the composition of the fleet in 2007 and 2015. The overall size of
the fleet increased from 3,830 vehicles in 2007 to 4,231 vehicles in 2015. The largest
change was an increase in the number of taxis from 565 in 2007 to 932 in 2015.

Figure 2.4 Vehicle mix, 2007 and 2015
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Source: Bus Eireann and the Department of Education and Skills.



1 For the purpose of this
analysis, the capacity of a
minibus, medium bus and large
bus is assumed to be an
average 15, 27 and 51 seats,
respectively.
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School Transport Routes

Figure 2.5 illustrates the change in the number of reported school transport routes from
2007 to 2015.

Figure 2.5 Number of school transport routes, 2007 to 2015

6,500

6,250 .

6,000 /
5,750

5,500

5,250

5,000 - T T T T T T T T ]
2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: Bus Eireann and the Department of Education and Skills.

The number of reported routes has increased by 777 in 8 years — an increase of 14%.
The average number of routes per vehicle in 2007 was 1.44 compared to 1.49 routes in
2015.

Bus Fleet Capacity, Seat Allocation and Ticket Utilisation

The capacity of the school transport bus fleet (large and medium buses, and minbuses)
deployed to deliver the required service can be assessed relative to the population of
eligible pupils, around whose needs the service is intended to be designed.

Figure 2.6 illustrates the school transport bus fleet capacity in 2007 and 2015 and
indicates the spare capacity that existed within the network. It also compares the
average number of eligible pupils per route by vehicle type in 2007 and 2015."

Key findings in relation to bus fleet capacity and utilisation are

= Overall seat capacity is about the same in 2015 as it was in 2007, at approximately
163,000 seats.

= Between 2007 and 2015, the number of eligible pupils using school buses dropped
from an estimated 117,000 to 85,000.

= Estimated spare capacity increased from a total of 46,000 seats in 2007 (28%) to a
total of 78,000 seats in 2015 (48%).

=  There was a significant decrease between 2007 and 2015 in the estimated average
number of eligible pupils per route across each vehicle category.
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Figure 2.6 Estimated school transport bus fleet capacity and utilisation, 2007 and 2015
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Source: Bus Eireann and the Department of Education and Skills. Analysis by the Office of the Comptroller and Auditor General (see

Appendix A).

1 The number of pupils
travelling on a concessionary
basis in 2007 and 2015 was
6,800 and 22,300 respectively.

2 Survey consisted of 34
primary routes and 11 post
primary routes and was
undertaken by Bus Eireann at
the request of the Department.

=  Significant excess capacity remains when pupils travelling on a concessionary
basis are included. The total number of tickets issued for bus fleet passengers —
eligible and concessionary — was 123,000 in 2007 and 107,000 in 2015, resulting
in estimated residual spare capacity of 24% and 35% respectively.1

= Not all ticket holders use the school transport service on a regular basis. For
example, a survey carried out in April 2015 found that at primary level, 61% of
tickets issued were being used in the morning and 70% in the afternoon. At post
primary level, morning and afternoon ticket usage were 75% and 72%,
respectively.
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1 Source: Bus Eireann, Irish Bus

School Transport Scheme,

Statement of Account, year ended

31 December 2015.
2.21

2 Average is for primary and post
primary pupils combined.
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Cost of School Transport Scheme

Figure 2.7 illustrates some of the trends in the school transport scheme during the
period 2011 to 2015.

Figure 2.7 School transport scheme, 2011 to 2015

2011 2012 2013 2014 2015
Tickets issued to eligible pupils® 107,445 103,722 100,810 90,996 89,366
Total costs, € million 163.3 162.0 162.6 163.5 162.9
Average cost, €/eligible pupil 1,500 1,600 1,600 1,800 1,800

Source: Department of Education and Skills and Bus Eireann annual statements of account.

Note: a Tickets issued to eligible primary and post primary pupils only — excludes concessionary pupils.

Expenditure incurred by Bus Eireann in operating the school transport scheme was
€163 million in 2015." Bus Eireann collected €13.7 million in fees (8.4% of the cost of
the scheme). This reduced the overall sum the Department paid to Bus Eireann to €149
million.

In 2015, fees were collected from 64,000 pupils, including from those availing of the
service on a concessionary basis. 38,000 pupils with medical cards (34% of ticket
holders) and almost 10,000 SEN pupils were exempt from fees. The average fee
collected from each fare-paying pupil was just above €200.2

In the years 2011 to 2015, the annual cost of school transport did not vary materially,
despite a significant fall in the overall number of eligible pupils using the service. The
average cost per eligible pupil increased from €1,500 to €1,800. The Department has
stated that a significant factor in the increased per capita cost was the increase in the
number of SEN pupils catered for, whose transport is significantly more expensive on an
average (per capita) basis.

Value for Money Review

Changes to the school transport scheme were introduced in the 2011/2012 school year
following the completion by the Department of a review. The Value for Money Review
of the School Transport Scheme (published in March 2011) was undertaken to assess
the efficiency, effectiveness and value for money of the scheme by carrying out a root
and branch examination of the scheme as it then operated. The review evaluated the
extent to which the scheme warranted the continuing allocation of public funding and
concluded that many of the eligible pupil ticket holders did not normally depend on the
scheme for transport because they had access to alternative travel arrangements. The
review made a number of recommendations for the future operation of the scheme.

The policy changes relating to eligibility rules only impacted on new entrants. Pupils
holding tickets retained their eligibility status up to the end of their school cycle i.e.
primary or post primary level.
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Conclusions and Recommendations
Capacity and Usage

The overall number of primary and post primary eligible pupils using the service
declined by 30% in the period 2007 to 2015. Over the same period, the number of SEN
pupils using the service increased by 31%.

Spare capacity within the school transport bus fleet was significant. In 2015, the fleet
had the capacity to carry about 163,000 pupils a day. Ticket holders for the bus fleet
numbered around 107,000 — 85,000 eligible pupils and 22,000 pupils travelling on a
concessionary basis. Many pupils do not use the service every day.

Some of the decrease in the use of school transport services by eligible pupils in more
recent years may reflect the impact of policy changes, such as the limiting of eligibility to
those travelling to the nearest suitable school, and increased charges applied from
2011. Broader demographic factors may also be at play, such as changes in urban and
rural population distributions, and greater access to other modes of transport.

Recommendation 2.1

The Department should develop a forecast of likely medium term demand for the
school transport service which would assist it in policy development in this area.

Accounting Officer response

Agreed. While there are forecasting mechanisms in place at the moment, there is
scope to strengthen these in enhancing our medium term forecasting for the
scheme to assist in calibrating our policy in this area. School transport section
will continue to work with other relevant areas of the Department who have
developed sophisticated models for planning future education provision.

For mainstream primary and post primary provision, overall enrolment projections
provide a solid basis for identifying projected need. Accurately forecasting the
requirement for special needs transport provision is more difficult for a number of
reasons, including the nature of the demand, the distinct type of service required
and distances in individual cases. The Department agrees that, notwithstanding
the unpredictable nature of the demand, improved medium term forecasting
mechanisms are required. The Department’s school transport section will
continue to work with other relevant areas within the Department and with the
National Council for Special Education to explore options for strengthening its
forecasting techniques in this area.

As a consequence of the Government policy decisions in 2010, the
eligible/concessionary balance has changed in the intervening period. For this
reason in 2016 the Department carried out a review of concessionary transport
and made the recommendation that the fleet capacity should be reduced on a
phased basis to accommodate eligible numbers which would yield cost savings.
This would not mean that concessionary transport would cease. Given the nature
of the scheme and the fixed capacity of buses, concessionary places, while
impacted, would continue. This recommendation has not been actioned and the
process to downsize vehicles on school transport routes has not been
commenced.
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Cost

The service is heavily subsidised, with only 8.4% of the cost of the scheme being
recouped from fare-paying pupils in 2015.

It is notable that while policy changes may be part of the reason for the reduction in the
number of eligible pupils using the service, this has not led to net savings. Rather,
surplus capacity has been increased. Bus Eireann determines each route and the type
of vehicle used for that route. This is the key cost factor because contractors tender
and receive payment for delivery of service on routes, and not for the number of pupils
carried.

The large amount of spare capacity points to possible inefficiencies in network design
and vehicle mix. The Department does not review the route network or fleet in order to
satisfy itself that it is efficient and cost effective.

Recommendation 2.2

The Department should engage an independent expert to review the route
network to provide assurance that the network is effective and cost efficient. This
review should happen periodically at intervals not longer than five years.

Accounting Officer response

Agreed. The Department accepts the recommendation to engage an independent
expert to review the route network on a periodic basis. Given the size of the route
network and the various elements involved careful consideration will need to be
given to the methodology for this review.

While Bus Eireann has considerable expertise in route network planning and has
yielded significant savings for the scheme through network management and
review, we accept the merits of having a means of independent review to provide
assurance of the effectiveness and efficiency being achieved.

It is worth noting that a larger bus that has sulfficient time to operate a second trip
with a much reduced number of pupils can usually provide the second trip at a
lower cost than employing a separate smaller vehicle. It may appear that the
second trip represents a poor use of available seats but it can still be the most
economic and efficient approach to take overall.



1 The payment by the
Department is net of €13.7
million that was collected by Bus
Eireann from fare-paying
passengers. Bus Eireann
charged the Department a gross
amount of €163 million in 2015
for operating the scheme.

2 Dated January 1975, these
arrangements update and
supersede the original Summary
of Accounting Arrangements
dated 1 August 1968.

3 The statement for the calendar
year 2015 is included at
Appendix C.

3.1

3.2

3.3

3.4

3.5

Department Oversight

The Department pays Bus Eireann to operate the school transport scheme on its behalf.
The sum paid in 2015 was €149 million.* The focus of this chapter is on the oversight
exercised by the Department to monitor, measure and assess Bus Eireann’s
performance in delivering the school transport service.

There is no service level agreement (SLA) in place between the Department and Bus
Eireann in relation to the provision of school transport.

1975 Arrangement

The key document governing the current relationship between the Department and Bus
Eireann is the 1975 Summary of Accounting Arrangements.2 This provides detail on
how Bus Eireann is to calculate its costs in respect of the scheme. It also sets out the
annual reporting requirements to be met by Bus Eireann in its annual statement of
account. (See Appendix B for a copy of the arrangement.) The arrangements have not
been updated since 1975.

As required, Bus Eireann provides an annual statement of account to the Department.3
This includes an independent auditor’s report disclosing the opinion that the statement
has been prepared in accordance with the Summary of Accounting Arrangements. The
auditor’s report draws attention to the fact that the statement of account does not
comprise a full set of financial statements prepared in accordance with Irish generally
accepted accounting practice.

The main components of Bus Eireann’s 2015 school transport income and expenditure
are set out in Figure 3.1.
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Figure 3.1 Bus Eireann’s school transport income and expenditure, 2015

Charged to Dept: €149.3m

Fare receipts: €13.7m

Driver costs: €9.5m

Running costs: €17m

Total Contractors: €116m
€163m

Other: €8m

Scheduled services: €1.5m

Transport
management charge

Income . Direct Expenditure

Source: Bus Eireann statement of account, 2015. Analysis by the Office of the Comptroller and Auditor General.

3.6

3.7

3.8

Direct Expenditure

These are driver costs, running costs, contractor costs and scheduled services costs. A
more detailed breakdown of receipts and expenditure covering the period 2011 to 2015
can be seen in Appendix D.

Indirect Costs
Transport Management Charge

The accounting arrangements between Bus Eireann and the Department provide for a
13% charge applied to direct costs to cover Bus Eireann’s indirect costs and ‘other’
direct costs. While not identified as such in the 1975 arrangements, the Department
refers to this charge as the transport management charge. By agreement with Bus
Eireann, this annual charge was capped at €16.7 million in 2011 and at €15 million
between 2012 and 2014. In 2015, the charge was capped at €11.3 million. The
Department refers to the difference between the transport management charge based
on 13% of direct costs and the negotiated capped amount as a rebate extracted from
Bus Eireann.

Figure 3.2 provides details on how Bus Eireann has applied the funding from the
transport management charge during the period 2011 to 2015.



27

3.9

3.10

3.11

3.12

Department Oversight

Figure 3.2 Application of transport management charge, 2011 to 2015

2011 2012 2013 2014 2015
€000 €000 €000 €000 €000
Transport management 16,700 15,000 15,000 15,000 11,286
charge for year
Applied to cover:
Direct and indirect support 6,401 6,428 5,750 8,039 7,318
Indirect regional costs 4,237 4,094 3,880 3,361 2,668
Property charge 2,500 2,500 2,500 2,500 1,300
Surplus for the year 3,562 1,978 2,870 1,100 —
Unused surplus brought 8,083 8,195 9,763 11,733 11,999
forward
Charges against surplus 3,450 410 900 834 800
Surplus closing balance 8,195 9,763 11,733 11,999 11,199

Source: Bus Eireann and the Department of Education and Skills.

The reported applications made against the transport management charge are not a
component of the annual statement of account and are therefore not covered by the
opinion given by the independent auditors. The Department does not carry out any
verification checks on how the transport management charge is applied.

Between 2011 and 2015, Bus Eireann applied a total of €11.3 million in round sums to a
category described as ‘property charge’. Furthermore, non-recurrent charges applied
by Bus Eireann against the unused surplus and accepted by the Department since 2011
were

= €3 million for ‘future pensions for school bus drivers’

=  €3.4 million as a ‘contribution to capital investment’.

The Department’s view is that the 1975 arrangement is a cost recovery model. Despite
this, funding provided to Bus Eireann for indirect costs has been in excess of Bus
Eireanns reported costs incurred. The Department understands the estimated excess
— €11.2 million at the end of 2015, falling to €6.7 million in 2016 — is held in reserve
and is available for future school transport operations. However, the statutory financial
statements of Bus Eireann do not support this position, and the Department does not
include the estimated excess funding as an asset on its balance sheet.

The Department has not provided a clear explanation as to why the accumulated
surplus is necessary and why it did not renegotiate the terms of the arrangement so that
it would pay Bus Eireann the amount of the verifiable costs incurred on school transport
in any given year.
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3.13

3.14

3.15

3.16

3.17

Provision of School Transport

Review of the Accounting Arrangement

The Department engaged consultancy firm FGS in 2009 to review the methodology
used to apportion the costs of overheads and other indirect costs, to indicate whether
the amount apportioned for direct and indirect costs and other costs including the
management cost was reasonable, to identify possible alternatives and to make
recommendations. FGS reported back to the Department in October 2009.

Key findings and recommendations of the FGS review include

= Aflat 13% charge no longer provides an adequate mechanism for budgeting for
overheads. A more sophisticated apportionment methodology is required.

= Indirect costs should not be a percentage of direct costs as they do not vary
proportionally with the direct cost base.

= ‘Other direct costs’ should be reviewed and disclosed as direct costs in the
statement of account.

= A budget for indirect costs should be agreed in advance, which then forms a cap on
the amount payable by the Department for that year.

= A statement of financial position should be introduced to improve transparency. Bus
Eireann should not be automatically entitled to any profit payment. Instead, a
performance-related service charge should be calculated, based on one or more
key metrics associated with the scheme such as pupil numbers, number of
contracted routes or other measures to be agreed between the Department and
Bus Eireann. The metrics should be designed to incentivise cost efficiency and
quality of service delivery.

The Department has not implemented the recommendations of the FGS report. A
decision was taken to focus on the transport management charge, and a cap of €15
million on this sum was introduced in 2012, reduced to €11.3 million for 2015.

Value for Money Review of the School Transport Scheme

The Department carried out a value for money review of the School Transport Scheme
in 2011. Of the 58 recommendations contained in the report, 38 have been fully
implemented, six are being progressed, seven are under consideration and seven are
not specific to school transport. The recommendations not implemented include

=  The existing administrative arrangements with Bus Eireann should be further
revised having regard to how the role of Bus Eireann has developed over a number
of years, and the revised arrangements put in place for the 2011/2012 school year.

= A formalised mechanism should be put in place to ensure that the costs allocated to
school transport by Bus Eireann are proportionate. The Department should monitor
the costs with professional support, including financial and legal expertise.

The Department has stated that it prioritised those recommendations in the report that
related to operational efficiencies and savings and the securing of a ‘rebate’ on the
transport management charge.
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3.18

3.19

3.20

3.21

3.22

Department Oversight

Operational Meetings

Operational meetings between the Department and Bus Eireann take place generally on
a monthly basis. A review of the arrangements for the meetings found

= there are no terms of reference for the meetings
=  management reports are not circulated to participants prior to the meeting

= there is no evidence that discussions take place in relation to budgeted and actual
costs of the scheme

= the finance report is in bullet point form, with little detail.

There is no evidence that discussions take place in relation to relevant performance
indicators or metrics as a means of the Department assessing performance and the
achievement of value.

Decision of the European Commission

Following a complaint by a representative body for private bus companies in Ireland, the
Coach Tourism and Transport Council, against Bus Eireann and Dublin Bus, the EU
Commission in July 2007 opened an in-depth State aid investigation. This included the
investigation of the Department’s payments to Bus Eireann for operating the school
transport scheme.

In its decision on 15 October 2014, the Commission concluded that the funding of the
school transport scheme confers a selective economic advantage on Bus Eireann and is
not compatible with EU rules. As the scheme is based on a 1975 arrangement, the
Commission considered the school transport scheme to constitute existing State aid.
Member states are obliged to bring such existing measures in line with EU State aid
rules.

Ireland disagrees with the Commission’s view and considers that the school transport
scheme is compliant with State aid law and is compatible with the internal market.
Without prejudice to that position, the Department and the Department of Transport,
Tourism and Sport have been engaging with the Commission since 2014 with regard to
appropriate future implementation measures. The Department has stated it is working
with the Commission

= to reinforce the social objectives of the scheme operated on behalf of the Minister
for Education and Skills and

= to further clarify the absence of any cross-subsidy or economic advantage from the
school transport scheme to other existing Bus Eireann activities.
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3.23

3.24

3.25

3.26

Provision of School Transport

Conclusions and Recommendations

Monitoring and measuring Performance

SLAs are often used to govern arrangements between service providers and their
funders. To be of value they should be precise and sufficiently comprehensive to
enable effective management and monitoring of service delivery. The key components
of an effective SLA would include

= aclear policy statement outlining the strategic aims and objectives to enable
an effective response to the identified need

= consideration of the resourcing implications to allow the achievement of these
aims and objectives - all aspects of the SLA should be negotiated and agreed upon
by the two parties to ensure that optimum service provision arrangements are put in
place

= business and work plans that can be adapted to identified needs in specific and
measurable terms

= quantified service outcomes and levels, through performance indicators - these
agreed levels can provide a mutually agreed basis for assessing the effectiveness
of the service

= aclear statement of the obligations and responsibilities of both parties

= appropriate reporting requirements and times.

By that standard, the 1975 accounting arrangements put in place oversight
arrangements which fall well short of what is expected given the significant level of cost
involved. The responsibilities and obligations of each party are not set out. The
arrangement is solely focused on costs and there is an absence of key performance
indicators, service level indicators and other metrics.

Reporting requirements under the 1975 arrangements are weak. The annual statement
of account does not comprise a full set of financial statements prepared under generally
accepted accounting practice; it does not provide sufficient detail on costs; and does not
address how the transport management charge is applied. Furthermore, there are no
other specified reporting requirements e.g. monthly or quarterly reports. An
arrangement that is over forty years old can no longer be relied upon to produce
information to support effective management and oversight.

Even though the arrangement is focused on costs, it has serious flaws. Key cost drivers
are not identified or reported, so cost control is difficult to exercise. The Department
carries all the financial risk associated with the scheme.

Recommendation 3.1
The 1975 arrangement should be replaced by an SLA.

=  The SLA should be comprehensive and specify what outputs are to be
delivered by Bus Eireann and the mechanisms to measure the delivery of
these outputs.

= All aspects of the SLA should be negotiated and agreed upon by the two
parties to ensure that optimum service provision arrangements are put in
place. The SLA should provide clarity to both parties on their respective
obligations and responsibilities.
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Department Oversight

= Performance criteria should be set to enable the Department to measure the
performance of Bus Eireann and to ensure that an economic, efficient and
effective service is being delivered.

= Reporting arrangements should be updated. To improve transparency, the
annual statement of account should be prepared in accordance with
generally accepted accounting standards and include a statement of financial
position or balance sheet.

Accounting Officer response

We agree in part with this recommendation. The 1975 Summary of Accounting
Arrangements remains the current arrangements in operation and offers
significant benefits which we would wish to retain for the Exchequer. It allows the
State to leverage available transport management and tendering expertise within
an established semi-State company for the benefit of an exchequer funded
scheme. The State has the capacity to unilaterally alter the criteria for the
scheme in line with public policy decisions. All funding within the scheme,
including any reserve, is ring-fenced for expenditure on school transport, with a
demonstrated capacity for the Department to extract a rebate where appropriate.

Within the continuing context of the 1975 arrangement, we accept the
recommendation to put in place an SLA. A document is currently at an advance
stage of finalisation and it is intended that this will be concluded with Bus Eireann
soon. In advance of this document, some of the reporting principles that it will
outline are already being put in place. This will help to formalise the on-going
financial oversight carried out by this Department, one result of which has been
that for the past number of years an element of the transport management charge
has been rebated.

Elements of the current financial oversight employed by the Department include

= A formal budget and projected costs for the financial year are agreed, based
on the evidence on trends emerging on the expected service level demands
and Department sanctions when services recommence for the school year.

= Bus Eireann fleet numbers have been reducing and these cost reductions
have been reflected in the agreed budget.

= A formal schedule of payments by month is provided generally at the
beginning of the year to the Department and this is reviewed at monthly
meetings.

=  An annual statement of account is provided at the end of the external audit
process.
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3.28

3.29
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Funding provided to Bus Eireann

There is no itemisation of the components making up the transport management charge
in the audited annual statement of account, but Bus Eireann has provided data to the
Department on the costs covered from the funds received and the amount of the surplus
accumulated on school transport operations.

Despite the 1975 arrangement being described as a cost recovery model, Bus Eireann
had accumulated a surplus of €11.2 million from operating the scheme up to the end of
2015. This reflects the difference between the funding provided for the transport
management charge and the related expenditure incurred by Bus Eireann. In addition,
the Department could not provide an adequate explanation as to why 13% was initially
agreed and has continued to be applied over the years, albeit capped at a lower amount
since 2011. Linking the reimbursement of indirect costs to a set percentage of direct
costs is unlikely to reflect their different nature. As a result, this mechanism is too crude
to provide an accurate means of identifying overhead costs attributable to the delivery of
the school transport service.

The Department understands that the accumulated excess funding over cost incurred
has been set aside and will be applied by Bus Eireann to meet future costs of school
transport operations. However, the statutory financial statements of Bus Eireann do not
indicate a deferred income amount due to the Department. At the close of 2015, the
company'’s financial statements record accumulated losses of €13 million.

Recommendation 3.2
The Department should move from cost to performance as the basis for payment.

=  All costs associated with the scheme should be analysed and classified e.g.
direct costs, indirect costs.

=  The 13% transport management charge should cease. Any surplus on the
scheme should be linked to metrics around service delivery and efficiencies.

Accounting Officer response

We agree in part with this recommendation. We will continue to work with Bus
Eireann to monitor the costs of the scheme and to analyse them on a monthly
basis at our scheduled meetings. The Department takes account of the robust
Bus Eireann internal financial control procedures, together with the independent
assurance reporting provided by the external auditors regarding the operation of
the school transport scheme. We have agreed an annual assurance from the
Board of Bus Eireann in relation to its school transport tendering process.

To further enhance our monitoring of the costs charged by Bus Eireann, we are
working to provide an independent external assurance report on the
reasonableness of the 13% charge. This report will have regard to prior
discussions between the Department and Bus Eireann on the appropriate
proportion of costs allocated to school transport. It is expected that a draft report
will be available soon.

The school transport scheme is a demand-led service based on the number of
eligible children who apply to avail of transport. We work with Bus Eireann to
analyse costs to the scheme on an on-going basis while each year the company
produces an audited statement of account. This ensures that the financial
information provided by Bus Eireann is in accordance with the relevant summary
of accounting arrangements.
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3.30

Department Oversight

The 1975 Summary of Accounting Arrangements, which remains in place, has
been the subject of High Court challenge and appeal. There is no profit and the
remaining uncommitted reserve of some €6.7 million (at end 2016) may only be
used on the school transport scheme. The school transport scheme is one of
‘cost recovery’.

Bus Eireann provide the Department with an annual projected cost of school
transport services together with a provisional spread of payments. These costs
are broken down under the headings agreed in the 1975 arrangement which
include payments to contractors, maintenance, Bus Eireann driver costs and the
transport management charge. The Department makes 10 monthly payments to
Bus Eireann on a provisional account basis. Under the proposed SLA any
variance to these amounts will be agreed in writing between the two organisations
with a full explanation of the reasons for the variance.

These figures are incorporated into the Department’s annual profile of
expenditure and are monitored on a monthly basis both in terms of the
Department’s monthly profile of expenditure and Bus Eireann information based
on actual costs versus projected costs. Expenditure headings and profiles are
discussed at monthly meetings held between the Department and Bus Eireann.
Where changes in projected expenditure occur a new year-end forecast is
submitted by Bus Eireann and reflected in a revised spread of payments.

Actual expenditure is finalised in the Bus Eireann annual statement of account
which is independently audited by the Bus Eireann auditors in accordance with
the 1975 Summary of Accounting Arrangements. Balances, where they occur,
are accounted for in the following year’s projected cost.

It should be noted that since 2011, the Department has secured rebates totalling
some €21 million from Bus Eireann on the 13% charge for administration and
indirect costs.

Recording of Decisions

Operational meetings are held between the Department and Bus Eireann on a regular
basis. The operational decisions made at these meetings are not documented in
sufficient detail. This means that the details around key decisions are not evidenced
and that non-attendees do not have sufficient insight in to how and why a particular
decision was made.

Recommendation 3.3

The method of how minutes are kept of meetings should be reviewed and
improved. The discussions around key operational decisions that take place in
meetings between the Department and Bus Eireann should be documented in
sufficient detail so that a reader of the minutes can gain an understanding of the
different issues that were discussed prior to the decision being made.

Accounting Officer response

Agreed. There are regular meetings held by the school transport section and we
seek to maintain an appropriate record keeping system that is in line with
business objectives and is in keeping with good governance practice. We will
review the recording of decisions at meetings and ensure that they allow the
effective and efficient operation of the business units involved.
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4.1

4.2

4.3

Bus Eireann Procurement

The general school transport scheme is operated by Bus Eireann on behalf of the
Department. Bus Eireann uses a mix of its own vehicle resources and those of
contractors to deliver school transport services. Payments to contractors are the largest
item of expenditure in the scheme, amounting to 71% of the cost of the entire scheme in
in 2015 (see Figure 4.1).

Figure 4.1 Costs of school transport scheme, 2007 to 2015

Year Overall cost Contractor cost Percentage
€m €m
2007 152.8 96.4 63%
2008 170.8 108.9 64%
2009 171.0 106.4 62%
2010 165.7 105.5 64%
2011 163.3 105.5 65%
2012 162.0 106.1 65%
2013 162.5 109.2 67%
2014 163.5 111.9 68%
2015 163.0 115.8 71%

Source: Bus Eireann annual statements of account

Bus Eireann does not fall within the remit of the Comptroller and Auditor General as it is
a commercial semi-State body. However, in view of the special nature of the school
transport scheme and the arrangement it has in place with the Department, Bus Eireann
made information available in respect of its procurement practices when outsourcing
school transport routes.

The focus of this chapter is therefore on how Bus Eireann manages the procurement
process in relation to contracted routes.



1 eTenders.gov.ie is a central
facility for all public sector
contracting authorities to
advertise procurement
opportunities and award
notices. The site is managed
by the Office of Government
Procurement.
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4.5

4.6

Provision of School Transport

Bus Eireann Procurement Process

Approximately 10% of school transport vehicles used to provide services under the
scheme are from Bus Eireann’s own fleet. It uses sub-contractors for the remainder. A
revised procurement process introduced in 2011 includes a tendering plan with the aim
that, over 5 years, 100% of school transport contracts will be subject to tender (an
average of 20% per year). A notice is placed annually on the eTenders website and
panels are set up on a county basis. ! Panel members are then invited to tender as
requirements for services arise. Five year contracts are awarded, providing additional
security to contractors where previously contracts terminated at the end of each school
year. Where only one or no tender is received, Bus Eireann seeks to put a contract in
place using a direct award procedure.

Review of Procurement Process

Summary statistics on the size of the operation for contractor-delivered services are set
out in Figure 4.2 below.

Figure 4.2 Overview of contracted services, 2011 to 2015

2011 2012 2013 2014 2015
Cost of contracted €105m €106m €109m €112m €116m
services
Number of 1,636 1,533 1,494 1,306 1,250
contractors
Number of 289 298 313 331 321
contractors earning
€100,000+ pa
Number of vehicles 3,335 3,414 3,461 3,638 3,751

Source: Bus Eireann and the Department of Education and Skills.

For purposes of reviewing the process of procurement, one office was chosen in each of
Bus Eireann’s five operational regions. In total, procurements of 177 routes were
selected on a random basis. In each case, the procurement process applied was
examined, as set out in Figure 4.3.

Figure 4.3 Distribution of sample routes examined, 2012/2013 to 2014/2015

Office Region 2012/2013 2013/2014 2014/2015 Total
Dublin East 13 13 25 51
Stranorlar Northwest 6 6 12 24
Athlone West 7 7 14 28
Limerick Southwest 8 8 17 33
Waterford Southeast 10 10 21 41
Total 44 44 89 177

Source: Office of the Comptroller and Auditor General
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4.7

Bus Eireann Procurement

Conclusion

Overall, the results of the examination of the sample routes showed that Bus Eireann
was compliant with public procurement guidelines. In general, the review found that

= Routes were advertised via eTenders, with operators invited to express interest and
submit pre-qualification questionnaires (PQQSs).

=  PQQs were evaluated on the same basis.

= Invitations to tender were only sent to those who passed the pre-qualification
process.

= Tenders received were evaluated against the same criteria.

= Unsuccessful tenderers were notified in writing, with a short reason for their lack of
success.

= Routes had a signed contract on file that matched the fixed price from the tender.

= In most cases, there were competitive tenders and the lowest cost tender won the
contract.

=  There were notable numbers of non-compliant tenders, usually due to seat capacity
or tenderer error.
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Appendix A

Figure A.1 Eligible pupils carried by vehicle type and route, 2007 to 2015

Vehicle 2007 2008 2009 2010 2011 2012 2013 2014 2015
Minibus® Number of buses 1,343 1,334 1,343 1,282 1,256 1,289 1,320 1,367 1,358
Number of pupils 19,787 19,500 19,209 18,288 16,241 16,230 16,447 14,906 13,704
Number of routes 1,705 1,722 1,666 1,677 1,795 1,800 1,865 1,857 1,879
Average number of routes per bus 1.3 1.3 1.2 1.3 14 14 14 1.4 1.4
Average pupils per route 11.6 11.3 115 10.9 9.0 9.0 8.8 8.0 7.3
Medium Number of buses 699 708 725 772 745 758 741 790 807
bus Number of pupils 20,824 21,816 22,144 23,585 21,436 22,394 22,049 19,780 20,417
Number of routes 1,116 1,119 1,171 1,220 1,297 1,300 1,302 1,374 1,399
Average number of routes per bus 1.6 1.6 1.6 1.6 1.7 1.7 1.8 1.7 1.7
Average pupils per route 18.7 195 18.9 19.3 16.5 17.2 16.9 14.4 14.6
Large bus Number of buses 1,223 1,254 1,236 1,205 1,181 1,158 1,145 1,151 1,134
Number of pupils 77,783 77,294 70,897 70,654 63,607 59,648 57,140 51,411 50,414
Number of routes 2,094 2,124 2,092 2,010 1,909 1,920 1,954 1,955 1,918
Average number of routes per bus 1.7 1.7 1.7 1.7 1.6 1.7 1.7 1.7 1.7
Average pupils per route 37.1 36.4 33.9 35.2 33.3 311 29.2 26.3 26.3

Source:  Department of Education and Skills/Bus Eireann.
Analysis:  Office of the Comptroller and Auditor General.
Note: a Minibuses and taxis are disclosed together in the Department’s statistical reports. These figures exclude taxis and an estimate of the number of pupils travelling by taxi.
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Appendix B

Summary of Accounting Arrangements, 1975
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45 Appendices

ERIVATE AND CONFIDENTIAL

FREE TRANSPORT S(HEME

FRINARY AND POST-FRIMARY

SCHOOL CHITLOREN

SUNMARY OF ACCOURTING ARRANGEMENTS

Depariment ol Assistant General Manager {Finance),
Coras Tompair Eiresnn,
Heuston Station,

JARUARY, 1975
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FREDL TRAJISPORT SCHEHE

FRIHAY AWD POST-FRIMARY

SCRCOT, CELIDRER

SUMLARY OF ACCOUNTING ARSANGEMENTS

Office of the Assisiant General Monager (I“inance},
Coras Jompair Eireann,

Heuston Efnation,

JANUARY,. 1975
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.

FRAE TRINSPORT SCHEME

FOR

PRIMARY AHD BOST-PRIMATTY

SCHCOL CHITDREN

SUMKARY O ACCOUHTING ARRANGEMENTS

INPRODUCTICH

‘The atiached statements and draft accounts describe the
agreed accounting arrangements for the computation and
pfesentation of the cost %o CIE of supplyling, swpelvising
and administering on bdehalf of the Department of Ecucation,
the conveyance, io and from school of srhool’ children who
are eligible far free transport in accordance with the rules
and regulations of the free transport scheme organigsed and
cperated by CIE, on behalf cf the Department of Education.

Phese arrangements uo-date and supersede the Summary-

of Accounting Arrangements dated lst Augus?, 1968,
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ACCOUNTING ARRANGEMRITRS

1.  Free Transport Services for School Children:

Services under the free transpoxrt scheme ara supplied under

two main classifications as follows:

{2) Scheduled Services: These are the ordinary timetable bus

and train services provided throughoub the sovntry for the
general public. Fligible schwol children, :in posssssion of
travel permits, are carried free on such of those services

ags serve school centres at suitable times. .

{(v) Specizl School Services: These are the bus services

operated specially for the purpose of conveying to and
frem school, children who are eligible for Ffree transport.
Pravel permils are issued to eligible children. :

CIE organises and adminmisters all the special scliool services,

gome of which are operated by contrasiors who uce their own

vehieles under contract to CIE.

2, Fare Paving School Shildren:

2,1, Schonl children who are inelipible Lfor frec
transport, are pexmitted to trevel as conecssionary
passengers on special school buses,if accommodaticn

is available,

2,2, A flat rate per schocl term, agreed.with the
Department of Bducation is charged 1o such chiidren
who are issued with special fterm {ravzl permitis.
The receipts from the sale of these tickets are

eredited fo the Department of Education.
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Capital For School Buses:

The arrangements for Tinanecing the fleet of special school

buses will be as follows:

=

3.5,

the Department of Education te undertalte to provide non-
repayable interest free grants to OTE as Trom lst April,
1974 for the purpose of financing the acguisition of new
school buses, either as additions Yo or replacements of

existing school buses,

- the Depariment of Education, in agreemen’ with the

Departmenis of Transpori and Fower, and Finance to taks
over the oubstanding liability for +ths exis’ ng fleet of
school buses which-were acquired by funds provided by
CIE from the commencement of the Tree transpert scheme up

to year ended 315t March, 1974,

the oulstanding liability 1o be determined on the basis
of the wrilten-down value of the buses at FHlst Merch, 1974
i.e., the criginal cost of the buses to CI% less the
amount of the depreciation chorged to the Bepartwent of

Education.

the amounts to be received by CIE by way cf interest free
non-repaysble granis for the fleet of sclhwel buses in
exislance at 3lst Mavch, 1974 or for additional cr
replacement school buses after that date {3.] and 3,2

above) to be placed by CIE in a “Grant Account."

the amounis in the Grant Ascount te be written-off by
CI® over the life spem of each vehicle in line with the
writing down of the asset concerned in th- schedule of

Mixed Assets,

A% present the life span of school vehicles isi-

Iarge or Medium Buses - 16 Years
Minibuses -~ 5 Years (See Sect. 5)
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5.

Capital For Seheol Buses {Contd,):

3.6, compensation monies aceruing in wespect of the residual.
value of under-age school buses scrapped prematurely due
to accidents or fires %o be advised to the Department of

PBducation by GTE and placed %o the oredit oo the

Department in the Grant Account.

3.7, the ovmership of the buses Tinanced by the Depariment
of Bducation in the mamner described in this section to
be vested in CIE as agenis of the linistver »f Education

Tor the purpoze of operating the schocl transport scheme.
3.8, CIE fo carry the same legal lizhililies in weletion to

the operation of school buses, that it carries in respect

of the operation of its own vehicles.

Computation of Acesumt : Scheduled Services:

Concession rates are available to regular vsers of CID
scheduled services in the form of weellly fares which gmive a
rediction on the daily rate.. Where children receive Tree

transport on these sarvieces the charges raised are related to

the appropriate adult woeekly concensicn fare 1ega, childien under
16 years of age are oharged at % of the adult concession rate

and those over 16 years at £ of the aduls ratls.

On services where adult weekly concession fares do
not apply charges ars assessed on the basis of & the single
adult fare and the Full single adult fare multiplied by number
of weellly journeys for children under 16 years and over 1€ years

respectively.

The account to be furnished to the Department of

Education will be compiled as follows:
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4.  Computation of Accounmt : Scheduled Services (Contd, }:

.

4v1.  the overa]l charge %o the Department of Educalion Tor
carrying ¢ligible school children-on scheduled services
%o be based on the number of weeks pupils are carried in
the year; multiplied by fhe appropriate weekly concession
rate., Periods of less then a week to be expressed as’

an appropriats factor -of ;5. fvll school wesl,

4.2,  all school children travelling on scheduled services
to be issued with individusl travel permits and child
weeks to be based on the munber of valid tickets on issue
throughout the school yenr after making due sllowance Tor

travel permits returned for cencellation.

4.3, to simplify the computation of the overali charge to tha
Departwent of Bducation an arca average weallly fare Lo he
calewlated based on the age of the individual ehildren
and on the dictonces dravelled by each chj_.‘_-:l n ‘the six
administrative areas of CIE, using the fare appropriate to

each trip,  (Hee Page %)

this average wecldy fare, to be mltiplied by the wwber

of child weeks as caleulated in 4.2.

4eh,  the gross charge caleulated in the manner deseribed, for
carrying school children on scheduled services %o be reduced
by 4.5%, which s the sgreed discount factor Jowr

absenteelsn.

5.  Comoutation of Account : Svecianl Services:

These services vary in iength of route and type of vehicle
employed, whelher ovmed by CIE or supplied by coniractors. The
cosls of the services are collected and classified by type of

vehicle used, as follows:—

Miribus . Varying in sisze with us to 14 edul+ pessenger
seals.
Medivm Bus H With between 15 and 34 adult seats

large Bus : With over 34 adult seats.
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5.

Computebion of Account : Bvecisl Services (Contd.):z

~

CIE will be paid on the basis of the agreed direct cipenditure
incurred in cperating the special services.with an addition of 13%
0 cover ell other direct and indirect costs. ‘

The account will be computed in 'tlﬁe ;".’ollowing marner:

5.3 Direct Costs: the direct. costs to e classified as described

hereunder end to include zll such costs directly associsted
with the operation, maintenance amd storage of school buses.

5.1.1. Driver Costs: expenditure under thiz heading,
consists in ithe main, of the gross weges, allowances,
annual legve; social welfare contributicns, peid o
or for part-time school bus drivers who are recruited

specially for the purpose.

(Regular full time OXE 4rivers are ubilised in circumstances where
pari~time drivers camnot be empleyed e.g., filling temporavy
vacanecies or training parbd-time drivers. ‘

CLE bhas arrangements with a mwber of private gorage owaers 1o
supply drivers %o drive CI¥ school busvs for sn agreed weeldly
contract ancunt).

the gross wages, nllowances; ctc., puid o regular
stelff so empioyed, to be charged.

in cases where regular full-time employees dwive
sohool. buses and do other CIR driving, the total
.cost to the school account to be apporiioned coh
‘the basis of the time gpent on schocls and other

viork,

an addition to be mede to the wages of regulaer
full time drivers for the cosin of spare drivers
which wre necessary to cover for illreuses and |
other absences,

the actual payments made by CIE to "driver' supply
contractors to be included under “Driver Costs®
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5.  Compuintion of Aecount : Special Services {Contd,):

kY

5.1

Tircet Costs {Contd.)

documentation e.g., time sheeis, payrolls, cheque

requisitions etc., certified by the appropriate supervisors

to be available in support of the amounts charged under

this heading.

5.1.2.

Bunning Costs:  the actual expenditure on school
buses for maintenance, servicing, accident repairs,
periodic overhauls, Iubricants, tyres, fuel ctc., to
be charged to the school account in respect of the
fieel of speeial school buées employed fully on schoals
services. ‘

tyre costls to be based on CIE!s coniract mileage rales

with tho Irish Dunlop Company.

(Total ruming cosis for all buses, btoth ¢n schools

and CIE services, are accumtlated for each type of bus and

divided by the total mileage, including iight mileage, mm

during the year in which the costls are inewrred, te produce a-

pence per mile factor).

in those instances, vhere it is necessary to use buses
from ClEfs-owm fleet to operate specizl school éervices,
the charge te the school account o be calculafed by
ﬁultiplying the miles run on the schools esrvice by the

pence per mile factor for the type of vehicle used,

documentation in the form of certified time sheets,

work accounts, matevial and fuel requisitions cte., to be

available in support of the charges made wunder this heading.

5.1.3.

Road Tax:  the charge to the schools account te be

the zetusl tax paid at the special rate for full time

school buses.

in sircunmstances where it is necessafy to use e CIE
vehicle taxed at the full P.8.V. rate, fax 1o be
charged on the basis of the time spent on schools
work expressed as a proporiion of the total time in

use.
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5. q?mputation of Account : Specizl Services (Contd.]:

5.L. Direet Costs (Contd.}

5.l 4. Insurance and Claims: U1l operates its own Third
Party Insurance Fund. Outside insursnce cover of CIE buses is
arrsnged in respech ol excess liability only, which is £100,000

)

for any one accidenﬁ al present,

for claims invelving school buses an amount based on
the estimated cost of settlement of individual accidents
to be charged %o the school account, the amount to be
adjusted subsequently to sgree with the total cost of

sach claim,

the annual cost of the insursnce premium for excess
Liabdility in respect of school buses fo be also charged,

togather with the expense of additional insurance %o

cover any liability that might Le incurred by CIE or
the Minister for BEducation arising from accidents

invelving contractors employed by CIE.

5ed.5. Payments to Contractors: the direct cost to the schools

aceount of the speciaul services operated by conlractors
uging their ovn vehicles to be the actual payments made

by CIE to those convractors.

the paymenls made to be in mccerdsnce with current

agreepents between the individual contractors and CIE,

the total amount of these payments $¢ be included in

The nchoél account, except the amounts paid to contraciors
for earrying eligible school children on scheduled
services. CIE is reaimbursed these payments under the
arrangemnents for scheduled sexrvices described at (4)

above.,

5.1.6. Inspectors! Woges: the actual wages of inspectors,

including ancillary staff costs, expenses ete., while
engagzed on school transport duties to be charged to

the schools account.
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x
'

!
5. Compuialion of Aceount : Svecial Services (Contd.,:

5.1,

Direct Costs (Contdg)

5.1.6.

5.1.7.

5.1.8.

Inspectors! Vages {Consd,)

in the case of inapectors engaged on boith school transport
duties end other work,wages costs to be charged on the
basis of the time spent on school transport duties as a

proportion of total time.
documentation supporting such zllocation 4o be cerivified
by the vfficer in charge - i,c, Road Passenger Menager,

Distriet Manager or their nominees.

Inspectors! Cars: 4he standing and rumming costs of the

cars used by inmspechors on school sransport dutizs (i,e.,
mileage checking, organising, supervising ete., the special
schoel sorvices ) to be recorded and charged to the scheols

account. : -

Balaries: | the salaries of executive and clevical slatfs
engaged full +ime on school twwengport dutics in an operating
ox adwinistrative capacity to be charged to the schools

account,

in those instances where staff attacled to the Road
Passenger or other functions; whose cuties involve voxking
dixrectly on the speeial school services, and on other CIE
worlk, tie time spent on schools working to be expressed ag
8 percentage of fotal time employed. The charge to the
schools account to be allueated on the basis of this
percentage of the total salary costs of the staff so

employed,

documentation supporting such alloeations io be
cextified by the officer in charge - i.e. Road Fassenger
Munager, District Hanager, Area Accountant or theixr

nomingss.
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5,

6.

Computation of Account : Special Services (Contd.):

5.1. Direct Costs (Contd.)

5s1.9s

Saving Certificetes: Post Cffice Saving Certificates

{cwrrently agreed amount £5) o be paid emch year to
nominated students who act throughout the year as

.

prefects on ‘school buses,

the actual cost of purchasing these certificates fo be
charged to the schools account by OIF who arrenges the
registration of the pupils and the distribution of the

certificates.

a prefect can opt 0 receive a reil/road vembler ticket
at CIE's expense, ne charge to be raised in the school

account when such btickeis are issuved.

Tor the purpcose of calewlating the cost of ths Special School

Sewvices, the forezoing nine heads of cxpendiiure are the agread

direct costs of operabting the speeial school services, and no

odditional dircct costs will be included in the accourl without

rior notice 45 the Department of BEducation.
P P

Other Direct and Indivect Costs:

In addition to reimbursing CIE for the nominated direct costs of

providing the special school services, the Depariment of BEducation will

pay CIE an amcun equal t¢ 15% of the total of direct costs to cover

all other costs incurred or associated with the special schwol

services,

These are costs not included in or covered by the nine direct

costs as described in section Y above. They consist of miscellaneous

direct expenditure on school services, or expsnsces and facilitvies

viiich the special school services share as part of the CIE Hoad

Passenger function.
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6. Other Direct and Indirect Cosiu:

6.l

6.2,

the payment by way of a 139 addition to direct expenditure to
cover all other direct and indirect expendiiure incurred either
specifically for the special schovl services e.£., printing
tekets, advertizing etc., or for costs and faecilities shared
or used jolntly in the operation and adwinistration of the
speeial school services and CIE's ovm services e.g., land and
buildings, plant and machinery, accommodztior costs, telephones,

rates, rents, electricity; and cundry labour costs.

in exceptional situations; e.g., during siriles or other
circumstances which resuld in the closure of schools or
suspensibn of the school transport services, whether, partial
or general and in circumstaﬁces where CIE would not be
recovering its normal 'slm:c'e of fixed costs dué to an abnormal
reducticn in ihe level of direct costs, i1 is agreed that the
czlculiation ol the 13% sdd-on Tor indirect costs, be onn the
basis of an agreed estimate of what the level of ri‘j,iceci.:

costs would have been if The speciel school services had

operated normally.

7. Depreciatlon and Interesi:

Tl

Tale

as the Department of RBducation will be previding CIF with
interest free non-repayable grantes for new school huses snd

as CIE is to be refunded the moniey invested in special school

.buscs up o 31st Harch, 1974, no depreciation or inberest

chiarges o be raised it the school account in respect of the

gchool buses covercd by these arrangements,

in circumstancoes where it is agreed %o mssign weder-age spare
vehicles from CIE's own fleel to full time service on schools
work and where such vehicles are. fo be faxel at the special
school vate, the charge For interest and depreciation to be
caleulated by the amamity method bosed on the current replacement
cost of a special school bus of similar-capacity at the

prevailing rate of interest.

" fhe full ammal stending costs so calculated te be charged.
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Te

Depregialion and Interont (Condd.):

T3,

Taida

T:5.

7.6,

o

in the pase of wnder-age buges dravm Trom CIE's ovm scheduwled
service or ceach fleets for use Lemporarily on special school
services, interest and depreciaticn charges o be caleuwlated by
The annuity method based on cuwrrent replacemeh‘o cost of a e
of simllar type and scating capacity, at the current rate of
interest, with an approprifate pevcentoge addition for spare
vohicles which have to be provided Ho cover for bresk-dovins,

accidents, repairs etc,

the charge to the school accouut to be raisad on the basis
o¥ the peried of time such vehicles are allocated full-time

to the special schocl fleet.

in the ecase of CIE goneral seorvice buses working pari—time

G

n special schocl services or when the operating Toster of
a CIE service includes a special school trip; procedurds Lo
be set up to record and chorge to the scho~ls accounts

(in accordance with To5.above) the standing coste of such
buses on the botis of the nctual time spent oir schools work

rclated o total operaiing time, vlus a percentage addition

for spare vehicles,

no charge to be made; wnder this heading, For the use

of over-age CIRE genmeral service buses on schools work.

if full time special school buses as defined in 7.1. and

7.2. above are used by CIE for sny purpose (other than schools
vexdoing and hiresge in commection with scheols related physical
education evcnts) on appropriate allowance to be made to the
Departument of Education. This allowance %o be glven by way of
a veduction in the amount of interest snd depreciabion

chargeahle at 7.2, 7.3, and T.4. above.

the reduction ia stending costs, to be calewlated by the
annuity method deseribed iam 7.2. above, the anount to be
retated to the time spent on CIE work expressed as part of

total cperating time.
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7. Deprecialion and Interest (Contd. )s

TeTe

the 15% addition for overhead costs is no® o be applied
to intbrest and deprdeiation ¢harges raised in respect
of the use ¢f CIR under-sge vehicles on special schools

SEIVICE.

v

8, Preseniation of Accounts for Pevment of Canital Grants:

It is agreed that the procedurss for the payment of

interest free non-repayoble grents will be as follows:

B4l

Bo2,

the programse for the zcquisivion of nsw and/or replacement
school buses ('L:he mmber of wehicles recuired, seating
capacliy and estimated cost) for each :E:i_nanc:-i.al vear ‘bo be
agreed betwsen CIE and the Department ol Eduealtion at 2
time sufficiently in advence of the Tinuncial ye.ar, e
which the programme refurs, to snable each party o comply

with its budgetary, planping and financing wequirements.

CIE to arrangs Tor the placing of orders with suppliers
and the Department o Bducation %o meke the approprinte
gronts evailable to CIE on production by JIB of certified
suppliens! ij-woices br copies thereof },received in the
course of implementing the agreed programme.

where the terms of the contract to purchase sehool buses
regquire a deposit or when advance pAYLELTS Ave necessany
4o finance the bus building operaticvns the Deparbuent of
Fducation to moke available io CIE the amounts required
on production of the certified suppliers! demand notes

or invoices (o copies ‘therecf).

CIE in applying fov peyments due under the Capital Grant
arrangemenls for the purchase of school buses to make
due allowacce for any credits accruing o ihe Depantment
of Fducation in respect of compensation received under,

(lause 3.6. above.
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9.  Eresentation of Wer)

s Accounts for School Transpert Scrvices:

It ig agreed that accounts will be furnished as Tollows:

9.1.

9.4,

9.5.

the accounts presented by CIE o the Depaztwent of Rducation
to be cxpresssd on ihe basis of a seporate rate per child
per week for Primary and Posi-Primary school children
according %o the mode of transport ({a) and (b) 2t 1, above)
and in the case of special school services a further |
subdivision to be mzade hetween the type ol wehicles used

on the servicas operated.

payments~on-account. to he made to CIE each calendar month
on the basis of the estimated number of children cavried
during that month e:-{pressed in child weeks auleinlied hy
the agreed prevalling rate pexr child weell Tor children

carcied etther on scheduled or on special school servicoes.

the demon for payment o he supported by CLE furnishing
te the Department of ZEducation an accounl conlaining the

x5 of child week carryings.

appropriate esbimad

the monthly poyments on account fto have wegard 1o vhatever
agreed adjustments noy be neccvsary arising from the

exceptional circumstances referred o in i, 6.2,

the records znd ammal account for the school lrunspert
services supplied, to be presented Lo the Audiiors of the

Board of Coras Tompair Eiream: each financial year.

on receipt by the Devartment of Education of the Auditorst
report and certified accowats, final setiloment with CIE

to be made having regard to the menthly provisional

payments already received {9.2. above) and the recceint s
from the sale by CIF of term tickebs to farz-paying school
children carried on the special school services ag desceribed

at (2) above,
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10,  JFormst of hcoounts:

In appendices 1 Lo 5 are specimans of the agreed Jormat of accownts

to be furmiched to the Depariment of Eduveation,

10.1l. in accordence with the Accounting Arvangenents described
in the foregoing sections, an account for the cost of
supplying school'transport services to be =et oul Ibr cach
financial year under the agreed heads of o;«.;-ezidi":ure X
shovm in Appendix 1.

10.2.  these cosls to be {hen related 4o the pumber of child
weels se az to produce rates for the three vatemories of
vehilcles involved i.e¢., large, mediwm and mind buses and
to enable the account o be restated om the basis of a rate
per child weelt for Primory and Post-Primery Services as

shown in Appendices 2 and 3.

10.3.  Appendices 1 to 3 to be presented with the eport of the

Beard®s Aunditors for each financial year.

10:4e  Appendices 4 and 5 o be presemted by OIR for provisions)
monthly paywents which the Depoctment of Bducstion underiakes
to remit promptly to CIE {See 6.2.)

10.5.  Applicaticn to be made by woy of letber, supporicd by
suppliers' dnvoices ete., for vapitel grawt monics due.

1l. General:

Matters relating to the geneial sccountimg arrapngem:nis are sed

out hereunder:

11.1. the Depariment of Bducation or its accredited nominszes to
have the right to examine at reascnzble timis the books

and records of CIE in so far os they relate tc schools

transpert services,
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11.

General (Contd.):

11.2.

il.3.

11l.4.

CIE aisc mdertakes to give the Depariment of
Educadicn all reasonable informamtion relstive to

the services when so requested.

the school {ransport accoumis 1o be zudited under
the Company!s internal audit programme Lo ensure
that the methods and procedures laid down in this

agrecmendt are fully and propsrly appliszd.

the certificate for the final aceount Turnished by

the Boayrdis Auvditors to be zcceptable to lhe Compirolles:

and Auvditor General who has the right to examine ihe
Bboeks and records of CIE which relate to the school
transport schene, '

{The Compireller snd Auditor Genelsl “ws intimated

that tae form of cextficate as submitied by M Craig Gardner &

Co., Chartered jiceountunts is acceplable).

z

11.5.

11.5.

the bosic charging arvengements Lfor schoeols transport
to continue in force subject to the right of either
party %o terminate them by glving not less than 12

months notice in vaditing o this elfeot.

specifiz procedvral aspecis of the accounting
arrangencnts may be varied or discontinued by malual
consent during the currency of the present accounting

agrecment.

the Budgetary Commiitec of vepresentatives of the
Department of Dducation and CLE, when reviewing and
menitoring exp nditire on schools transpori serv‘icés,
10 assist in the smooth working of the overall scheme
in so far as the accounting arrvangements Lall within

the rosponsibility of each party on the committes.
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APEERDIX - ? .

CORAD TOMPATR BINBANH

HCHOOTLE TREY RIS EONG SOHENR

SUAVTERETR (}T‘ LOCOUHD YEAR JHIED : 31817 BRCEMRER, 197

1. EECMITIS A - £000
1 Payments.on-Acesunt by Depaitment of Bducztion ' 6,620

P
(2) Receipts from Pare-Paying Pussengers 40
£6,660

TR

11, SIECIAT SERVICES (EIPmimITURE)

DIRECT 00STS

(1) Driver Costs 800
{2) Dumming Costs : ' 1,200
(3)  Road Tex 60
{4)  Insuyence and Cliimo ) 70
(5) Taymois to Conmiacur: ; 3,000
(6) Inspecelors'Uages ) 130
{('7) . Tnspeciors! Cars " !
"(8) Salavies {Operating) 100
Salaries (Area Admindstration) 100
(9) Sawvingz Certificates o
£5,500
(16) £da 13% (¥or Indirect and Other Birect Costs) 75
{(11) Depreciction (CI¥ Veldicles) 25
(12) Imtorest (CIB Velicles) . . 20
Total Specinl Services: £6,260

111, SCEEDULED SERVICES

Charge for Chilaren Carmiszd Free 500
Totals £6,750
1V. RECEITTS FRON PARS-PAYING PASSENGERS 4Q
V. 20TAL: NET AMOUNT CII!LP(TI'_QBIL‘ T0 THE ]JJ..PAR?‘I@I*‘I‘ OF EDYCATION £6,720
Provisional Paymenis-on-iccount 6,620
Bzlance Due: £100

HOTE: The figures shovm oh this siatement are for illusitrative
- purposes only and ere not the costs associa wd with any
finarcial yvear.
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: APPEADIX -~ 2.
CORAS TOMTATR EIREANN S e
FREE TRANSPOLT OF FRILARY SCHOOL CHITDREN
ACCOUNT : YRAR REDED 315T IRCEHRER, 197
Humber of Cumiative etal. Cost Per
Mode of Transpord Cihildren at Child . bmount Child
31/12/197 Heeks Veck
& £
STRCTAT SERVICES
Provivneial Services
i
MEni-Bus
i Mediva Dus
| Iarge Bus
| .
Dublin fity Services
Iarge Bus
BCHEDUTED SERVICES
! )
- PO T ATOUNT LUE: 3, 500,000
" Iess: Receipts From Fare-
: Faying Passengers 30,000
Het Apount Due: 5,270,000
Less: Paymnent-on-hiccount 3,250,000
Balance Due: £40,000
e zemm
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CORAE TOMPATR EIREAIN

APPRIIE - 3

FRER YRAMSTORT OF POST-TRIFARY SCHOOL CHILORTH

\COOTNR - VEAR ERDED 3157 DRCEIBER, 197

Wambexr of Cumilative Total Cost Pexr
Yode of Transpori Children at | Child . Child
31/12/197 Woeks Amount eel
SPRCIAL SERVICES:
Provincial Servicos:
THnd--Bus
Hedium Bus B
Inrge Bus
SCIEDTIRD SERVICES: )
Total Amncwet Due: ' 3,460,000
Tese @ Heceipis fron Fere-
Paying Passengers 10,000
Het Anount Due: 3,450,000
Tess: Payment-on-hecount: 3,390,000
Balance Duo: £60,000
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TRANSTORT OF PRIMARY SCLOOL CHILDREY

TONIH:

TROVISTORAL ACCOUN®

APFRIDIX — 4,

Fumboy of Cost Per Total Total
Chiigren Hode of Transpori Child Child Aot
’ ) Heel Veols
& e

SERCTAT, SERVICES:

Provincial Services

Hinibuses
Medium Buses

Targe Duses

Dublin City Serviees.

Targe Buses

SCHEDGIED SERVICHES :

Dept, of Assistont General Manager (Js‘jnance),

# - Allows Tor Absentbeooism salculated at 4.5

Coras Towpair Eireamn,
Heuston Station,

Date:
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APPENDIX - 5,

TRANSTORT OF POSR-BRIIARY SCHOOIL CIELLUREH

TOWNTH:
PROVIGIOHAL ACCOUNT "
Hw_nber of Cos_t Per Total Total
Childeen Mode of Tronsport Child Child Aot
Veelk Weeks .
£

SPNCTAY, SERVICES:

Provineial Services:

Finituoes
Hediom Buses

Jarze Buses

SCHEDUIED SERVICES:

* ~ Allows for Absertezism caleulated at 4«5%

Dept. of Assistant General Manegzer (F:‘ma&me),
Coras Tompeir Eireann,
Heuston Statvion.

Date:
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Bus Eireann - Irish Bus School Transport Scheme
Statement of Account

Year Ended 31 December 2015
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Bus Eireann - Irish Bus School Transport Scheme Statement of Account 2015
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pwc

Independent auditor’s report to the Board of
Directors of Bus Eireann in connection with the
Operation of the Department of Education and Skills
School Transport

Report on the Bus Eireann - Irish Bus School Transport
Scheme Statement of Account

We have audited the accompanying financial information of Bus Eireann for the year ended
31 December 2015 which comprise the statement of account and the related notes which include a
summary of significant accounting policies and other explanatory information (together the “School
Bus Statement of Account”). The School Bus Statement of Account has been prepared by management
of Bus Eireann in accordance the Summary of Accounting Arrangements relating to the Transport
Scheme for Primary and Post-Primary School Children dated 1 January 1975.

Management’s responsibility for the School Bus Statement of
Account

Management is responsible for the preparation of the School Bus Statement of Account in accordance
with the Summary of Accounting Arrangements relating to the Transport Scheme for Primary and
Post-Primary School Children dated 1 January 1975 and for such internal control as management
determines is necessary to enable the preparation of a School Bus Statement of Account that is free
from material misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on the School Bus Statement of Account based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the School Bus Statement of Account is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the School Bus Statement of Account. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the School Bus Statement of
Account, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation of a School Bus Statement of Account in order ta
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the School Bus
Statement of Account.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

PricewaterhouseCoopers, One Spencer Dock, North Wall Quay, Dublin 1, Ireland, I.D.E. Box No. 137
T: +353 (0) 1 792 6000, F: +353 (0) 1 792 6200, www.pwc.com/ie

Chartered Accountants
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pwec

Independent auditor’s report to the Board of
Directors of Bus Eireann in connection with the
Operation of the Department of Education and Skills
School Transport — continued

In our opinion, the financial information of Bus Eireann Schools Transport Scheme for the year ended
31 December 2015 is prepared, in all material respects, in accordance the Summary of Accounting
Arrangements relating to the Transport Scheme for Primary and Post-Primary School Children dated
1 January 1975.

Without modifying our opinion, we draw attention to Note 1 to the School Bus Statement of Account,
which describes the basis of accounting. The School Bus Statement of Account is prepared in
accordance with the Summary of Accounting Arrangements relating to the Transport Scheme for
Primary and Post-Primary School Children for Bus Eireann. As a result, the School Bus Statement of
Account may not be suitable for another purpose. Our report is intended solely for Bus Eireann and
should not be distributed to or used by parties other than Bus Eireann.

The School Bus Statement of Account does not comprise a full set of financial statements prepared in
accordance with Irish Generally Accepted Accounting Practice (accounting standards issued by the
Financial Reporting Council and promulgated by the Institute of Chartered Accountants in Ireland and
Irish law).

gﬁ\mw\'mw@

PricewaterhouseCoopers
Chartered Accountants
Dublin

18 May 2016
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Bus Eireann - Irish Bus School Transport Scheme

STATEMENT OF ACCOUNT
Year Ended 31 December 2015

I  Receipts
(1) Payments on account by the Department of Education
(2) Receipts from fare-paying passengers

Il Special services (expenditure)
(1) Driver costs
(2) Running costs
(3) Road tax
(4) Insurance and claims
(56) Payments to contractors
(6) Inspectors' wages
(7) Inspectors' cars
(8) Salaries
(9) Prefect award scheme

(10) Indirect and other direct costs
(11) Depreciation (Bus Eireann vehicles)
(12) Interest (Bus Eireann vehicles)

Total special services

Il Scheduled services
Charge for children carried

Total

IV Receipts from fare-paying passengers

V Total net amount chargeable to the Department of Education

Payments on account by the Department of Education
Amounts due to the Department of Education at start of year deducted

Amount due to the Department of Education for the year
Amount due to the Department of Education at start of year deducted
Payments made to the Department of Education during the year

Balance due to the Department of Education

M Nolan A Keane
Chief Executive Officer Manager Finance and Accounting

2015 2014
€000 €000
148,801 150,083
13,707 13,057
162,508 163,140
9,493 9,698
17,266 17,872
34 40

912 662
115,764 111,886
2,544 2,536
193 203
3,238 2,900
35 34
149,479 145,831
11,286 15,000
668 972

80 137
161,493 161,940
1,462 1,584
162,955 163,524
(13,707) (13,057)
149,248 150,467
(148,801) (150,083)
(1,789) (2,173)
(1,342) (1,789)
(1,789) (2,173)
1,789 2,173
(1,342) (1,789)
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Bus Eireann - Irish Bus School Transport Scheme

NOTES TO THE STATEMENT OF ACCOUNT

1

Basis of accounting

The School Bus Statement of Account is prepared in accordance with the Summary of Accounting
Arrangements relating to the Transport Scheme for Primary and Post-Primary School Children dated
1 January 1975.

Receipts and costs

Receipts are accounted for on a cash basis and costs on an accruals basis in accordance with the
Summary of Accounting Arrangements relating to the Transport Scheme for Primary and Post-Primary
School Children dated 1 January 1975.

Receipts comprise amounts received from the Department of Education and Skills in respect of the
Transport Scheme for Primary and Post-Primary School Children and receipts from fare paying
passengers.

Costs comprise direct and indirect costs incurred by Bus Eireann. Indirect costs are based on the
allocation methodologies agreed with the Department of Education and Skills for the operation of the
Transport Scheme for Primary and Post-Primary School Children.

Where Bus Eireann vehicles are assigned full time to the schools service a charge for interest and
depreciation is calculated using the annuity method based on the replacement cost of vehicles.

Net amounts chargeable to the Department of Education and Skills

The net amount chargeable to the Department of Education and Skills amounts to €149.248 million (2014:
€150.467 million and includes €11.286 million (2014: €15 million) payable to Bus Eireann in respect of
other direct and indirect costs. These amounts reflect expenditure not otherwise charged to the statement
of account in providing the service and are mutually agreed between Bus Eireann and the Department of
Education and Skills on an annual basis. The allocation for the year ended 31 December 2015 has been
capped at €11.286 million (2014: €15 million).
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Bus Eireann - Irish Bus School Transport Scheme

APPENDIX I: TRANSPORT OF PRIMARY SCHOOL CHILDREN (Unaudited)
Year Ended 31 December 2015

Number of Cumulative Total Cost per
children child amount child
at weeks week
31 December
2015 3 €
Mode of transport
Special services
Large bus 14,514 570,760 26,999,726 47.30
Medium bus 9,042 343,950 16,856,885 49.01
Mini-bus 12,348 452,650 53,457,411 118.10
35,904 1,367,360 97,314,022 7117
Scheduled services 68 3,241 60,289 18.60
Total amount due 97,374,311
Receipts from fare-paying passengers (2,572,497)
Net cost of operations 94,801,814
Gross payments by Department of
Education g 89,985,527
Amount due by the Department of Education 4,816,287
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Bus Eireann - Irish Bus School Transport Scheme

APPENDIX Il: TRANSPORT OF POST-PRIMARY SCHOOL CHILDREN (Unaudited)
Year Ended 31 December 2015

Number of Cumulative Total Cost per
children child amount child
at weeks week
31 December
2015 € €
Mode of transport
Special services
Large bus 36,108 1,327,490 40,923,423 30.83
Medium bus 11,362 397,300 13,505,751 33.99
Mini-bus 4,343 141,533 9,749,616 68.89
51,813 1,866,323 64,178,790 34.39
Scheduled services 1,581 55,102 1,401,730 25.44
Total amount due 65,580,520
Receipts from fare-paying passengers (11,134,879)
Net cost of operations 54,445,641
Gross payments by Department of
Education 60,604,255
Amount due to the Department of Education (6,158,614)
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Figure D.1 Scheme receipts and expenditure, 2011 to 2015

2011 2012 2013 2014 2015
€000 €000 €000 €000 €000

Receipts
Payments on account by the Department 152,156 150,472 150,652 150,083 148,801
Receipts from fare-paying passengers 11,485 12,570 12,772 13,057 13,707

163,641 163,042 163,424 163,140 162,508
Expenditure
Driver costs 10,764 10,724 9,974 9,698 9,493
Running costs 18,429 19,065 18,533 17,872 17,266
Road tax 48 49 47 40 34
Insurance and claims 1,358 1,248 857 662 912
Payments to contractors 105,476 106,096 109,172 111,886 115,764
Inspectors’ wages 2,650 2,637 2,580 2,536 2,544
Inspectors’ cars 238 212 207 203 193
Salaries 3,086 3,064 2,826 2,900 3,238
Prefect award scheme 36 38 36 34 35

142,085 143,133 144,232 145,831 149,479
Add 13% for indirect and other direct costs 16,700 15,000 15,000 15,000 11,286
Depreciation (Bus Eireann vehicles) ? 1,801 1,652 1,353 972 668
Interest (Bus Eireann vehi(:les)b 299 254 195 137 60
Special services 160,885 160,039 160,780 161,940 161,493
Scheduled services 2,405 2,008 1,817 1,584 1,462
Receipts from fare paying passengers (11,486) (12,570) (12,772) (13,057) (13,707)
as % of expenditure 7.0% 7.8% 7.9% 8.0% 8.4%
Net amount chargeable to Department 151,804 149,477 149,825 150,467 149,248
Source: Bus Eireann annual statements of account
Note: a The arrangement does not specify whether the depreciation charge is determined on the acquisition

price, a transfer value determined by Bus Eireann or on the net cost to Bus Eireann where capital

grant funding is provided by a State agency.

b When underage Bus Eireann vehicles are assigned to the scheme, interest costs are calculated by
the annuity method based on the current replacement cost of a bus of similar capacity at the

prevailing rate of interest.
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