San Joaquin County Grand Jury

STOCKTON UNIFIED SCHOOL DISTRICT

Rubber Stamped School Buses Still Idle
Lack of Board of Trustees Oversight
2014-2015 Case No. 1407

Summary

Stockton Unified School District Governing Board of Trustees (Board) unanimously approved a lease-
purchase of 31 buses for $2,046,955 on June 11, 2013. These buses were to be used to transport special
needs students.

However, on August 12, 2014 the Board authorized the sale of all 31 buses with six of seven trustees
approving. The seven trustees participated in both meetings. These buses were not being used to
transport students, and Stockton Unified School District (SUSD) staff recommended sale of the buses.

During its review of the above events, the Grand Jury discovered ineffective management of the special
needs student bus services. Beginning in late 2014 staff imtiated changes to improve transportation cost
controls.



Among the most important Grand Jury ﬁndihgs were that information provided by SUSD staff to the
Board:
e To consider the $2,046,955 purchase of the 31 buses was too brief, inadequate, and generated
no discussion
e To approve the sale of the 31 buses was very brief, inadequate, and generated very limited
discussion

The Grand Jury also found that special education transportation services lack adequate management and
cost control.

The Grand Jury recommends improving purchase and sale reporting processes so that the Board can
clearly understand the magnitude of its decisions. The new processes and procedures for the cost
control improvement for special needs student transportation needs to be monitored to ensure productive
results.

Background

The June 2013 approval to purchase 31 school buses designed to meet the requirements of special needs
students was initially reported in The Record newspaper. The Record also reported the approval to sell
the 31 buses in August 2014. The Grand Jury decided to review school bus transportation in San
Joaquin County’s nine largest school districts. Stockton Unified School District’s school bus operation
was chosen for further review.

In late 2013 the transportation department manager retired. The staff hired a temporary transportation
manager to manage operations while a search for a replacement transportation manager was conducted.
In October 2014 a new department manager, with more than 20 years’ experience, was hired.

In March 2014 the staff retained the services of Fiscal Crisis & Management Assistance Team
(FCMAT) to perform an evaluation of SUSD transportation department. The consultant started its
review of the department in mid-June 2014. Its findings and recommendations were presented to
District staff in late October 2014. FCMAT, Executive Summary, page 5 states:

FCMAT s analysis indicates an annual estimated cost of $3,302,965.36 (in 2013-14
dollars) for the district to operate the special education transportation now provided by
Storer Transportation. This is approximately $§128,615 more than the current contract.
Thus, based on cost alone, it does not appear advantageous for the district to operate this
service. ... If the district chooses not to operate the routes currently operated by Storer
Transportation, it will need to determine what should be done with the 31 buses it
purchased.

While the FCMAT evaluation was in process the Board approved selling the 31 buses in August 2014,
FCMAT provided other advice for transportation operations and noted a lack of control of special needs
transportation services.



Reasons for Investigation

The Grand Jury selected the SUSD transportation department for further review as a result of articles in
The Record. The newspaper noted the Board approval of the initial purchase of the 31 buses and then
14 months later approving the sale of those 31 buses was unusual. The Board's action warranted further
review.

In late 2014 FCMAT noted discrepancies in reporting services provided for special needs students. The
number of special needs students offered bus transportation was more than double the number being
offered in similar size California school districts. In addition, the consultant noted the transportation
department was providing 106 more passengers bus service than had been requested by the Special
Education Department. This was 10 percent higher than the requested service.

Method of Investigation

The Grand Jury reviewed responses from San Joaquin County’s nine largest school districts regarding
school bus operations, policies, and procedures. The FCMAT report was also reviewed. Four members
of SUSD’s management staff were interviewed. The transportation department was toured and the 31
school buses were confirmed to be stored on site. Board minutes, agendas, backup materials including
staff reports, and audio recordings for the meetings of June 11, 2013 and August 12, 2014 were
reviewed.

Facts, Findings, and Recommendations
1.0 Beoard Approvals

On June 11, 2013 the Board was presented a one page staff report (see Appendix A) to consider the
lease-purchase of 31 new school buses in the amount of $2,046,955. No supporting documents were
included with the staff report to justify or provide essential information for its analysis. No alternative
was provided for Board consideration. The audio recording of the meeting confirmed that staff did not
provide a verbal report at the meeting and the Board did not ask any questions prior to its unanimous
vote to approve the lease-purchase as recommended by staff.

On August 12, 2014 the Board was presented a one page staff report (see Appendix B) to consider the
sale of the 31 new buses. No supporting documents were included with the staff report to justify or
provide essential information for its analysis. Staff’s analysis section stated, “The buses are no longer
being used fo transport students,” when in actuality the buses were never used to transport students. No
alternative was provided for Board consideration. The audio recording of the meeting confirmed brief
questioning by a Board member of the Chief Business Official (report preparer), who stated when asked
whether there would be a loss by selling the buses, “It’s not anticipated that we re going to have a loss.
It will be covering total cost of purchasing the buses, interest, as well as any other incidental costs that
were incurred by the district.”



Findings
F1.1 The Board approved the purchase of 31 new school buses without proper analysis.

F1.2 The Board approved the sale of 31 new school buses based on a factually inaccurate staff report
without proper analysis. '

Recommendation

Ri.1 By September 30, 2015, the Board should adopt a policy requiring that as part of any proposal
for the purchase or sale of District assets exceeding $30,000, District staff will provide a full accounting
and justification as required by the California Education Code and financial reports best practices to
ensure fiduciary duty is adhered to.

2.0 Special Education Transportation Services

FCMAT gathered data in mid-June 2014 for its {ransportation review. In its October 2014 report the
following was stated:

... District documentation identifying the number of special education students varies
from 3,750 to 4,000 students. An audit of both the district’s and Storer’s transportation
routing indicates that the district is transporting approximately 1,143 students who have
Individualized Education Programs (IEPs) identifying transportation as a related
service. However, data from the district’s special education program suggests that
approximately 1,037 students are identified as requiring transportation as a related
service. This is a difference of approximately 106 students.

Based on the district’s current student enrollment of approximately 36,382, the district is
identifying approximately 11% of its students as needing special education services. This
is slightly higher than the state average. However, the disirict is identifving
approximately 1,143, or approximately roughly 30% of these special education students
as requiring transportation, which is more than double the rate in other districts most
recently reviewed by FCMAT. A high rate of identification of special education students
as requiring fransportation as a related service suggests a liberal approach o
identification by the district’s IEP team.

The high rate of identification results in the use of additional transportation resources.
The district needs to aggressively review its internal identification process by fully
implementing both the decision tree (transportation guiding questions for the IEP team)
and the special education transportation guidelines shared with FCMAT during its
fieldwork.

Staff indicated that implementing transportation guidelines and guiding questions for the
IEP assessment team was being finalized and would be introduced in the coming school
year. ... It would benefit the district to critically examine both the percentage of special



education students being identified as requiring transportation service, and the costs for
the added service.

Finding

F2.1 The District has transported more special education students than requested by the special
education prograni.

Recommendation

R2.1 By December 31, 20135, the Board should direct District staff to complete implementation of the
transportation guidelines and guiding questions for IEP team assessments including additional training
specific to transportation department support. In addition the Board should require quarterly staff reports
about progress on implementation of the transportation guidelines.

Conclusion

The Board needs to improve its oversight approval of large purchases and large disposals of assets. In
addition the special student transportation changes need to be implemented promptly to reduce costs.

No single staff work product is more central to good decision making than agenda reports. These
reports help the Board define projects, understand complex problems, consider alternative solutions, and
determine courses of action. Agenda reports present recommendations involving millions of dollars in
public assets, and also assure that administrative processes are managed in a fair and open manner. In
addition, the reports are used by the public to understand and participate in the decision-making process
of the community. Radio, television, and newspaper reporters use the reports to research and explain
issues to their respective audiences.

Well-written agenda reports, therefore, serve many important purposes. Without clear, complete, and
accurate agenda reports, the opportunity for informed public participation in the decision-making
process is diminished and the Board’s ability to make good public decisions is made more difficult.
Questions remain vnanswered: Why did the District “need” to purchase the buses? Was it staffs’
intention to replace current buses or establish their own fleet in lieu of contracting with Storer
Transportation? Why were the buses never put into service? Is it realistic to believe the District will not
incur a loss when the buses are eventually sold? The Board decisions to approve the purchase and sale
of the (never used) 31 buses based on ill-conceived and incomplete staff analysis illustrates the
importance of Board financial oversight. The 31 buses still remain idle.



BDisclaimer

Grand Jury reports are based on documentary evidence and the testimony of sworn or admonished
witnesses, not on conjecture or opinion. However, the Grand Jury is precluded by law from disclosing
such evidence except upon the specific approval of the Presiding Judge of the Superior Court, or another
judge appointed by the Presiding Judge (Penal Code Sections 911, 924.1 (a) and §29). Similarly, the
Grand Jury is precluded by law from disclosing the identity of witnesses except upon an order of the
court for narrowly defined purposes (Penal Code Sections 924.2 and 929).

Response Requirements

California Penal Code Sections 933 and 933.05 require that specific responses to all findings and
recommendations contained in this report be submitted to the Presiding Judge of the San Joaquin County
Superior Court within 90 days of receipt of the report.

The Stockton Unitied School District Governing Board of Trustee shall respond to each Finding and
Recommendation contained in this report.

Mail or hand deliver a hard copy of the response to:
Honorable Lesley Holland, Presiding Judge
San Joaquin County Superior Court
P.O. Box 201022
Stockton, CA 95201

Also, please email the response to Ms. Trisa Martinez, Staff Secretary to the Grand Jury at
srandiurv(@sicourts.org

Appendix

A. Staff Report dated June 11, 2013; Subject: Adoption of Resolution No. 12-54 to Approve the
Lease-Purchase of Thirty-One (31) New School Buses

B. Staff Report dated August 12, 2014; Subject: Approval of Resolution No. 14-05 of the
Governing Board of the Stockton Unified School District Approving the Sale of Thirty-One (31)
School Buses



APPENDIX A — Staff Report for Lease-Purchase of 31 new school buses

__STOCRTON UNIFIED SCHOOL DISTRIGT. _ , June 11,2013
Sulygect; Adoption of Resolition Ne.12:54 1o Approve the Lease-Purchase of Thirty-One (31}
New School Buses

PRGDUTTION

The Stockton Unificd Sthool Disiriot bas determined « meesd to perchass thirty-one (31} new sehool buses
to continus bo expand its serviee to District special needs students. The Distriot has identified atid et for
new sehool buses ﬁlﬁ# miey be wiilized bo sehreve this purpose.

"ANALYEES

The stadest pogudation requiriag spemai needs transportation serviees higs incramentally Ineseascd ower
the years. Currently, appeosimately 1360 svdenrs reguirs snch services which are mandsved by cuck
stodent’s Individuolized Education Plan, At the conclusmion of (e 2009-10 school year the Distded
erchased, with the asgistance of Sau Joaquity Valley Kir Pollutivn Conirol Tistrint fands, 43 new buses
for wpecin] veeds ramsportation, During the past fwo school wears the Diwlrict’s Special Noeds Bus
Operaton snd the Tronapostardon Depertraent have proven that the District not ouly provides & betfer
ere custmer-gtiented savvice to our stedents and parents, bul alse actorplishes this task moms cost
sifectively. B providing this service, the District ix able to be inore ascomntable for the delicats needs of
our most wwinerable - studénts, thige with digakiites. The Distedct dlso awumes sore contel of
operations &nd san cnsure more cost efficient fleet management. By inersasing its teat, the District s
bl 1 souvms juls wilfin the Diekid,

Varlpns options for the purchase of new buses have been considerod, including & review of several
convacks canenily i caistenos. As & resilt, Disiviel staff has idemified o competitive bid contrack
eetablished by the Bonet Tinifled Sehool Tistrict tar offers the busl enlow fin the District’s purposcs.
Livikization of ts bid, us per the muidelines of Poblic Contract. Cods, Seetion 201 L8, wonld provide the
Fhstrict with a systematically sound and peompt methed of acquidng now busas whose charcheristios
and confignrations hast suit the.needs of the Déstriv,

Becanse surrent fands arc not adognate to faeititule this needed purchase, staff has determined that 2 fve-
wear leaas-purchase sgreemet would be seonemically sdvantageows in meeting the Diswict's noods, The
total five-vear cost for the buses, including finance changes. i¢ not 1o exceed $2,046,555.00

FUNEING SOURCEFISCAL IMPACT: Genersl Fund - Teaseportation

REBCOMNMENEATION

It b5 peerrmirmamibed thet the Qoveming Boaed adopt R.esulutmn W §2-54 to approve the lease-pimchase
of thirty-ane {31} new schoo! bmses and award the bid to Box West [nc. of Woodland. Califoenia in the
asneiesnt ned b exceed $2,046,955.00

Droparcd by: - Mr, Uardos Chicys, Director of Transportation

Approved by: Mr. Wayne Martin, Chief Business Oificial

Acrion e Mo, 6.1




APPENDIX B — Staff Report for Sale of 31 School Buses

pr " STOCKTON UNIFIED SCHOOL BISTRICT | Augyt 12,2014

SUBJECT:  Approval of Resolution No. 14-05 of e Governing Beard of the Stockton Unified
Schinal Dristrict spmeving the Sale of Thiriy-Owe (31} School Buses

IRODUCTION: ,

Ey Tane 2013, the Stockton Unified School Distil praehased thivky-pme {317 new school buses
 that were 1o be ised to transpert the Disiricty special needs students, To finance the purchase of

those buses, the District entered into 2 five (5-yeur Jesse-purchase sgreestent with Kansay State

Bank of Mashatien ("Bank™). Because the buses ae not being wwed to trinsport students,

Dhiserict stai¥ iz recommending that the buses be sold (o an intersated buyae

I June 2013, the District purchascd shitiy-one (3]} pew scheol biges to Gansport the Disirict's

wpasial needs students, The finumeing for the purchese of the buses was stuctured a5 o case-

puschase with the Bank. Pursidit to the lease-pyrchase apreemen, the District is required to

take five (5} annusl pryreents toling $2,032,736 (81,823,322.04 in principal and $109.213.06

in intersst), Yhe Diviriets most secent payment 1 the Bank was on July 15, 2014, There ar
- thees {3) somainime paymeHs.

“The buses ure 1o Jonpes boing wsed to transport stadents, and District stalT does not expect that
the buses will be needed in future years. The Bank hes ngreed $o sllow the District to prepay the
outstmding balanced owed by the District, assuming dere iy a Yuyer for the buscs. Disleict staff
hias determined that they reay be able fo sell the buses at a oead purchase price, phus Interest, s
other ingidental ftemes.

FUNDING SOURCE: (leneral Hund -- Transportation

BECOMMENDATION:

It is rocommended that the Goveming Board adopl Resolution Mo 14-05 approving et sile of
th theny-one (311 schiool buses,

Prepored by s, Michele A. Hunteon, CPA
Chief Business Official

Approved by: Tr. Steven Lowder, Swpcrinimdmt

Sdivn tem No, 94




