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Provision of School Transport

Report of the Comptroller and Auditor General

Provision of School Transport
I 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 Éireann was
provided with relevant extracts from the examination findings.
I hereby submit my report for presentation to Dáil Éireann in accordance with Section 11
of the Act.

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

Source:

Bus Éireann 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 Éireann to deliver school transport services on its behalf. In
2015, Bus Éireann 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 Éireann 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

Eligible pupil
ticket holders ᵃ

50,000

0
2007

2008

2009

2010

2011

Source:

Bus Éireann and the Department of Education and Skills.

Note:

a

Includes pupils with special educational needs (SEN).

2012

2013

2014

2015
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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 Éireann in
relation to the provision of school transport.

1975 Arrangement
Current arrangements between the Department and Bus Éireann 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 Éireann calculates
its costs in respect of the scheme and set out the reporting requirements to be met by Bus
Éireann 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 Éireann, but do not in
fact prevent Bus Éireann 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
Éireann’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 Éireann 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 Éireann 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 Éireann’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.
1 The estimated accumulated
excess of €11.2 million at end 2015
fell to an estimated €6.7 million at
end 2016.

The Department understands that the excess funding would be set aside and applied by Bus
1
Éireann to meet future costs on school transport operations. The statutory financial statements
of Bus Éireann for 2015 do not support this position.
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Operational Meetings
Regular operational meetings take place between the Department and Bus Éireann.
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
Éireann 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 Éireann 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 Éireann 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 Éireann Procurement
Bus Éireann 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 Éireann is in compliance with public procurement guidelines in that regard.

Provision of School Transport
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1

Introduction

1.1

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.

1.2

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

1.3

Bus Éireann 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.

1.4

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

1.5

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

Focus of this Examination

1 Bus Éireann total operating
turnover was €303 million in
2015 (Source: Bus Éireann 2015
Annual Report).

1.6

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

1.7

This examination focused on whether the Department can demonstrate that it is
achieving value for money through its arrangements with Bus Éireann to deliver the
service and the oversight exercised by the Department on how the school transport
service is delivered.
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1.8

Bus Éireann 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 Éireann in respect of a sample of routes, from the perspective of
compliance with public procurement guidelines.

1.9

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

Approach and Methodology
1.10

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 Éireann’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.

1.11

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

2

Analysis of Usage, Operations and
Costs

2.1

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
2.2

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.

2.3

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.

2.4

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.

2.5

Eligible children who hold General Medical Service (GMS) cards and SEN pupils are
1
exempt from charges. 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

1 In a very small number of cases,
charges are applied to SEN pupils.

Primary level

Post primary level

Individual

Family
maximum

Individual

Family
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
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2.6

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
1
basis. By 2015, this had dropped to 89,000 or 10% of enroled pupils.



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%).
a

Figure 2.2 Index of pupils availing of the scheme, 2007 to 2015
2007 = 100
Pupil enrolments

Eligible pupil ticket holders

All ticket holders

120
110
100
90
80
70
60
50
2007
1 Source: Bus Éireann, Irish Bus
School Transport Scheme,
Statement of Account, year
ended 31 December 2015.

2008

2009

2010

2011

2012

2013

2014

2015

Source:

Bus Éireann 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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Operation of School Transport
Vehicle Mix
2.7

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

2.8

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.

2.9

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

School bus fleet

116,800

84,800
a

Taxi

1,800

3,000

Scheduled Bus Éireann/CIÉ services

8,400

1,600

127,000

89,400

Total

2.10

2015

Source:

Bus Éireann and the Department of Education and Skills. Analysis by the Office of the Comptroller
and Auditor General.

Note:

a

Bus Éireann 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

2007

2015

1,600
1,400
1,200
1,000
800
600
400
200
0
Taxi

Source:

Minibus

Medium bus

Bus Éireann and the Department of Education and Skills.

Large bus
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School Transport Routes
2.11

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
2007
Source:

2.12

2008

2009

2010

2011

2012

2013

2014

2015

Bus Éireann 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

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.

2.13

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.

2.14

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
1
average number of eligible pupils per route by vehicle type in 2007 and 2015.

2.15

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
Capacity

Spare capacity

2007
2015

Average seats: 51

29%
48%
31%

2007
2015

46%

Average seats: 27
23%

2007
2015

Average seats: 15

51%
0

25

50
75
100
Carrying capacity (000 pupils)

125

Utilisation (eligible pupils per route)

2007
2015
Average seats: 51
2007
2015
Average seats: 27
2007
2015
Average seats: 15

0

10

20

30

40

Pupils/route

Source:

Bus Éireann and the Department of Education and Skills. Analysis by the Office of the Comptroller and Auditor General (see
Appendix A).



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
1
in estimated residual spare capacity of 24% and 35% respectively.



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%,
2
respectively.

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 Éireann at
the request of the Department.
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Cost of School Transport Scheme
2.16

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

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

Tickets issued to eligible pupils

a

Source:

Department of Education and Skills and Bus Éireann annual statements of account.

Note:

a

Tickets issued to eligible primary and post primary pupils only – excludes concessionary pupils.

2.17

Expenditure incurred by Bus Éireann in operating the school transport scheme was
1
€163 million in 2015. Bus Éireann collected €13.7 million in fees (8.4% of the cost of
the scheme). This reduced the overall sum the Department paid to Bus Éireann to €149
million.

2.18

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
2
collected from each fare-paying pupil was just above €200.

2.19

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

1 Source: Bus Éireann, Irish Bus
School Transport Scheme,
Statement of Account, year ended
31 December 2015.
2 Average is for primary and post
primary pupils combined.

2.20

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.

2.21

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
2.22

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%.

2.23

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.

2.24

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
2.25

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

2.26

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 Éireann 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.

2.27

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 Éireann 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 sufficient 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.

3

Department Oversight

3.1

The Department pays Bus Éireann to operate the school transport scheme on its behalf.
1
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 Éireann’s
performance in delivering the school transport service.

3.2

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

1975 Arrangement

1 The payment by the
Department is net of €13.7
million that was collected by Bus
Éireann from fare-paying
passengers. Bus Éireann
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.

3.3

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

3.4

As required, Bus Éireann provides an annual statement of account to the Department.
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.

3.5

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

3
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Figure 3.1 Bus Éireann’s school transport income and expenditure, 2015

Source:

Bus Éireann statement of account, 2015. Analysis by the Office of the Comptroller and Auditor General.

Direct Expenditure
3.6

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
3.7

The accounting arrangements between Bus Éireann and the Department provide for a
13% charge applied to direct costs to cover Bus Éireann’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
Éireann, 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 Éireann.

3.8

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

2012

2013

2014

2015

€000

€000

€000

€000

€000

16,700

15,000

15,000

15,000

11,286

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
forward

8,083

8,195

9,763

11,733

11,999

Charges against surplus

3,450

410

900

834

800

Surplus closing balance

8,195

9,763

11,733

11,999

11,199

Transport management
charge for year
Applied to cover:

Source:

Bus Éireann and the Department of Education and Skills.

3.9

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.

3.10

Between 2011 and 2015, Bus Éireann applied a total of €11.3 million in round sums to a
category described as ‘property charge’. Furthermore, non-recurrent charges applied
by Bus Éireann 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’.

3.11

The Department’s view is that the 1975 arrangement is a cost recovery model. Despite
this, funding provided to Bus Éireann for indirect costs has been in excess of Bus
Éireanns 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 Éireann do not support this position, and the Department does not
include the estimated excess funding as an asset on its balance sheet.

3.12

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 Éireann the amount of the verifiable costs incurred on school transport
in any given year.
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Review of the Accounting Arrangement
3.13

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.

3.14

Key findings and recommendations of the FGS review include

3.15



A flat 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
Éireann 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 Éireann. 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
3.16

3.17

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 Éireann should be further
revised having regard to how the role of Bus Éireann 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 Éireann 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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Operational Meetings
3.18

3.19

Operational meetings between the Department and Bus Éireann 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
3.20

Following a complaint by a representative body for private bus companies in Ireland, the
Coach Tourism and Transport Council, against Bus Éireann 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 Éireann for operating the school
transport scheme.

3.21

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 Éireann 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.

3.22

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 Éireann activities.
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Conclusions and Recommendations
Monitoring and measuring Performance
3.23

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


a clear 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



a clear statement of the obligations and responsibilities of both parties



appropriate reporting requirements and times.

3.24

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.

3.25

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.

3.26

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 Éireann 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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Performance criteria should be set to enable the Department to measure the
performance of Bus Éireann 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 Éireann
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 Éireann 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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Funding provided to Bus Éireann
3.27

There is no itemisation of the components making up the transport management charge
in the audited annual statement of account, but Bus Éireann 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.

3.28

Despite the 1975 arrangement being described as a cost recovery model, Bus Éireann
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 Éireann. 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.

3.29

The Department understands that the accumulated excess funding over cost incurred
has been set aside and will be applied by Bus Éireann to meet future costs of school
transport operations. However, the statutory financial statements of Bus Éireann 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
Éireann 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 Éireann 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 Éireann in relation to its school transport tendering process.
To further enhance our monitoring of the costs charged by Bus Éireann, 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 Éireann 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 Éireann 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 Éireann is in accordance with the relevant summary
of accounting arrangements.
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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 Éireann 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 Éireann driver costs and the
transport management charge. The Department makes 10 monthly payments to
Bus Éireann 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 Éireann information based
on actual costs versus projected costs. Expenditure headings and profiles are
discussed at monthly meetings held between the Department and Bus Éireann.
Where changes in projected expenditure occur a new year-end forecast is
submitted by Bus Éireann and reflected in a revised spread of payments.
Actual expenditure is finalised in the Bus Éireann annual statement of account
which is independently audited by the Bus Éireann 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 Éireann on the 13% charge for administration and
indirect costs.

Recording of Decisions
3.30

Operational meetings are held between the Department and Bus Éireann 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 Éireann 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

Bus Éireann Procurement

4.1

The general school transport scheme is operated by Bus Éireann on behalf of the
Department. Bus Éireann 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

Source:

Overall cost

Contractor cost

€m

€m

Percentage

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%

Bus Éireann annual statements of account

4.2

Bus Éireann 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 Éireann
made information available in respect of its procurement practices when outsourcing
school transport routes.

4.3

The focus of this chapter is therefore on how Bus Éireann manages the procurement
process in relation to contracted routes.
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Bus Éireann Procurement Process
4.4

Approximately 10% of school transport vehicles used to provide services under the
scheme are from Bus Éireann’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
1
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 Éireann seeks to put a contract in
place using a direct award procedure.

Review of Procurement Process
4.5

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

€105m

€106m

€109m

€112m

€116m

1,636

1,533

1,494

1,306

1,250

Number of
contractors earning
€100,000+ pa

289

298

313

331

321

Number of vehicles

3,335

3,414

3,461

3,638

3,751

Cost of contracted
services
Number of
contractors

Source:

4.6

Bus Éireann and the Department of Education and Skills.

For purposes of reviewing the process of procurement, one office was chosen in each of
Bus Éireann’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

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.

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

44

44

89

177

Total
Source:

Office of the Comptroller and Auditor General
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Conclusion
4.7

Overall, the results of the examination of the sample routes showed that Bus Éireann
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 (PQQs).



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
Minibus

a

2007

2008

2009

2010

2011

2012

2013

2014

2015

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

1.3

1.3

1.2

1.3

1.4

1.4

1.4

1.4

1.4

Average pupils per route

11.6

11.3

11.5

10.9

9.0

9.0

8.8

8.0

7.3

Number of buses

699

708

725

772

745

758

741

790

807

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

1.6

1.6

1.6

1.6

1.7

1.7

1.8

1.7

1.7

18.7

19.5

18.9

19.3

16.5

17.2

16.9

14.4

14.6

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

1.7

1.7

1.7

1.7

1.6

1.7

1.7

1.7

1.7

37.1

36.4

33.9

35.2

33.3

31.1

29.2

26.3

26.3

Average number of routes per bus

Medium
bus

Average number of routes per bus
Average pupils per route

Large bus

Average number of routes per bus
Average pupils per route
Source:

Department of Education and Skills/Bus Éireann.

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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Statement of Account 2015
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Appendix D
Figure D.1 Scheme receipts and expenditure, 2011 to 2015
2011

2012

2013

2014

2015

€000

€000

€000

€000

€000

152,156

150,472

150,652

150,083

148,801

11,485

12,570

12,772

13,057

13,707

163,641

163,042

163,424

163,140

162,508

Driver costs

10,764

10,724

9,974

9,698

9,493

Running costs

18,429

19,065

18,533

17,872

17,266

48

49

47

40

34

1,358

1,248

857

662

912

105,476

106,096

109,172

111,886

115,764

2,650

2,637

2,580

2,536

2,544

238

212

207

203

193

3,086

3,064

2,826

2,900

3,238

36

38

36

34

35

142,085

143,133

144,232

145,831

149,479

16,700

15,000

15,000

15,000

11,286

1,801

1,652

1,353

972

668

299

254

195

137

60

160,885

160,039

160,780

161,940

161,493

2,405

2,008

1,817

1,584

1,462

(11,486)

(12,570)

(12,772)

(13,057)

(13,707)

7.0%

7.8%

7.9%

8.0%

8.4%

151,804

149,477

149,825

150,467

149,248

Receipts
Payments on account by the Department
Receipts from fare-paying passengers

Expenditure

Road tax
Insurance and claims
Direct costs

Payments to contractors
Inspectors’ wages
Inspectors’ cars
Salaries
Prefect award scheme

Add 13% for indirect and other direct costs
Depreciation (Bus Éireann vehicles)

a

b

Interest (Bus Éireann vehicles)
Special services
Scheduled services

Receipts from fare paying passengers
as % of expenditure
Net amount chargeable to Department
Source:

Bus Éireann 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 Éireann or on the net cost to Bus Éireann where capital
grant funding is provided by a State agency.

b

When underage Bus Éireann 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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