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The Sodrel Group — 12 transportation companies

A 4t Generation Family Company — Operating over a 100 Years With 900+ Employees
Sodrel Logistics STUDENTTRANSIT

TRANSPORTATION STRATEGIES

Releasing Potential

Sodrel Truck Lines Free Enterprise System

Star o America

There are also 4 additional service companies in the following areas:
Vehicle Leasing, Maintenance, Real Estate and Travel Services
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The XLC resource network
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What is the root cause of the current “crisis”?

April 22,2010

Is the current
crisis
temporary, or
is there
tectonic shift
occurring?

If the latter,
what must we
do?

What are the
long term
implications?

Note: Ml enroliments peaked in 2004

Number of High School Graduates,

1992-2022: Midwest
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Overview

Michigan Trends:
* Enroliment is Decli
 State Funding is Declining

e Tax Revenues are Declining
» Bond Terms are Expiring
 Costs are Increasing

Market drivers suggest declining revenues and a 8 yr budget problem.
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The logical progression

Where We've Been Where We Are Where We Must Go

: Cut the Easy N Deeper, Painful Structural
Q .

% Stuff % Cutting Change

i Pay for play i Privatize custodial, f Look for new
small budget cuts transportation \g::iizisd.oing
Freeze hiring Re-open labor )

agreements - Cost savings

Reduce capital | p through systems
investment Implement statt cuts redesign

- New sources of
revenue

These are short term, incremental. (they inflict pain
WITHOUT solving the “8-year problem”)
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On Leading Change

"The greatest danger in times of turbulence is not
the turbulence; it is to act with yesterday’s logic."

— Peter Drucker
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Let’s consider privatization

Given this budget composition. . .

Typical Transportation Budget

Capital Outlays

Supplies Bt What is the logical
10% path for a private
Purchased S company to reduce
Services guuee -
4% e Salaries costs?

52%

Benefits
26%
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On the surface, privatization seems a reasonable answer:

District
Savings

Under
Privatization

April 22,2010

>
\b \
Prior Year
Trans-
TOTAL portation
___Transportation Budget
Savings
Potential
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Private
Company Profit

Private Company
Operating
Expenses

Year 1

If districts could
operate like a private
company, they could

also access this saving.
|

These expenses are less
MAINLY due to a
different wage and

|~ benefit approach.
 Part time workers

* Less Benefits

* Alternate Wage Scale

Operating improvements

generate savings for the
private company, not the
school district




We don’t see privatization as a viable long-term solution

Funding Level Decreases

Cost
Savings

Savings Disappear Rapidly

Vendor Margins Decrease or.......

\\ J
> L
Vendor
Margins Costs Increases:
Fuel, Buses, Parts, Utilities
Labor
Benefits (if applicable)
Support Services
Net
Operating
Budget Conundrum
Vendor has 3 choices:
* Maintain Profitability and make «

compromises in operating budget

Year 1 Year 2 Year 3 Year 4 vears | ©* Acceptlower margins
e Ask for budget increase
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COLLABORATIVE
Cost Reduction

B uni
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Some districts operate better than others

What can we learn from each other?

Transportation Cost Per Mile
(frequency distribution — 27 districts in SE Michigan)

8
7 VP Average cost:
6 ‘05/°06 - $6.39
” ‘06/°'07 - $6.66
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$2-3  $3-4 $4-5 $5-6 $6-7 $7-8 $8-0 $9-10 $10-11 $11-12 $12-13

Source: Plante Moran, 4/29/08
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Why collaboration makes sense

By Myself With 2-3 neighbors County-wide ideas AN
<€ >
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Shop my Shop my items with Get entire county Entire county chooses same

top 2-3 2-3 nearby districts to standardize on  bus spec, uses larger

high dollar who already use the same tires, oil distributor who can provide

value items same brand of parts filters, etc. full range of parts, offering

just-in-time delivery on many

items

| %

Increasing Difficulty
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Improving operating performance first, creates better

prospects for a more “humane” solution

Six (6) areas to look

Fuel Route Maintenance Vehicle Driver Property
Management| | Management | | Management | | Management | | Management | | Management

. Typical Transportation Budget
Basic Strategy:

. . . . . Capital
* cut obvious inefficiencies Supplies Quitloys
e reduce # of routes — which drops all 10% 8%
Purchased

other cost categories e
e route optimization a0 SO
e district policy changes

Salaries
52%
Benefits

26%

All Modules Have Efficiency Targets
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Most operations can be improved

by trained management with relevant data

Key Issue:

If you don’t measure it, you will
never improve it.

v

Fuel Economy Summary
Report

447

Miles per Gallon
£ <3 (o)

[ %)

o
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Collaborative problem solving

Question:
Could “dead head”

miles be reduced
by adding a new
parking lot or
staging buses from
a neighboring
district?

“Dead-head” miles

Bus facility
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Operational savings: an example

Annual Miles Transported by Type (1) What these Dead-Head Miles Cost

(Cost per year -in S)

General Ed.,

508567,31% Fuel S 191,307

Dead Head,
655229,
Driver Labor S 941,345
Other
Student, Maintenance S 222,465

. 153019, 10%
Shuttle & 7th, Special Ed,

114718, 7% 192609, 12% TOTAL S 1,355,117

Dead-head Miles — Miles Without Students On The Bus

(1) Actual data from Ann Arbor schools

Ideas for improvement

e create remote parking locations or

* share facilities in neighboring districts

* optimize routes not bound by existing district boundaries
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Proper “tiered” routing can also save money

Single Tier Solution Elementary | Middle High Total Per Day Per Year
Drivers 3 3 3 9
Hours per driver 1.33 1.33 1.33 4 36 6,300
Buses 3 3 3 9
Miles 75 75 75 225 39,375
Three Tier Solution Elementary | Middle High Total Per Day Per Year
Drivers 3
Hours per driver 8 24 4,200
Buses 3
S
Bus cost|70,000 each Hypothetical example only
Bus Life 10| years
Annual Cost Comparison Depends on:
Cost Item Single Three Tier e bell times
Fuel S 14,960 |S 14,960
Bus Amortization| S 63,000 |$ 21,000 | | ® School and student locations
Driver| S 176,400 |S 117,600 ° district geogra phy
Bus Maintenance| S 47,250 |S 47,250
$ $

301610 $ 200810 | * driver pay policies

Note: For some rural districts, or those with a central campus, single tier routing
may be more cost effective.
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Economics for adding a new bus stop(s)

Stop 2
How many
Total |
Stop 1 otal loop Stop 3 requests to your

=1 mile

dispatchers get like
this every year?

Main Road

Fuel Labor
miles /day 1 miles/day 1
days 175 |[stops
miles/yr 350 |min/day 23
mpg 6.85 [MPH 15
gallons/ year 51.09 |hrs/year 67.08 58.33
S/gallon $2.50 |[S/hour $28.00 |S/hour $2.95
$/year $127.74 $/year $1,878.33 $/year $172.03

Total Cost = $2,178.10 per year
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DISTRICT
CONSOLIDATION

B uni
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Case study — some sources of savings

The savings that can come from:

e Remote Parking — Reduced Dead Head 4%
» 2-3 Tier Routing System 2%
e 2+ Tier Wage Systems — (increasing over time) 3%
 Special Ed optimization 4%
e Elimination of Pension Liability 9%
e Lower Hourly Wages and/or Benefits Cost 5%

Additional Savings From partnering:

e Purchasing Economies of Scale — Common Vendors 1%
e Common Fleet and Bus Specification 1.5%
e Common Policies, Processes and Standards .5%

e Centralized management 2%
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Comparison between privatization and consolidation

Cost Categories Privatization Model Consolidation Model

Operations Improvements 0% 6-7%

Wage and Benefit 12-15% 8-13%

Overhead Reductions 3% 3-5%
Total Cost Savings: 15-18% 17-25% (1)

(1) Based on Washtenaw County analysis and Privatization bids by Durham, First Student, and
STUDENTTRANSIT. Added benefits from new revenue streams are not yet included.
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Such collaborations are taking place in other parts of
North America

A Sussex County Regional Coop - Microsoft Internet Explorer

[EEE
Fie Edt View Favorites Tools Help e
€] O - HNRAG ) search Seraoies @ (A i @ - [ ) B 0§ 23
Address @ hitp:/fwww.sussexcoop.orgf
Google | ﬂ-‘] Search - @~ () - | B~ % Bookmarks - | " Check - 54 Transiate - ] utoFil - 4
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bing R ..o

Sussex County Regional

Transportation Cooperative

monthly news information online forms our team contact us

B
Leading the way in efficient student transportation

The Cooperative provides pupil transportation services for special education, public, non-
public, vocational-technical and charter students. Transportation is also provided for students
attending after school activities and extra co-curricular activities. The Cooperative consists of
numerous school districts that have combined efforts in order to secure efficient pupil Transported Students: 4,436 5
transportation routes.

Participating School Districts: 77

Counties Serviced: 6
The purpose of this site is to inform and clarify responsibilities in cantributing to the safety
and efficiency of the transportation process for the parents, pupils, school administrators, local

district, child study teams, and transportation contractors.

Number of Routes: 743

Total School Destinations: 232

Due to the sensitive nature and technical skill required to provide successful pupil
transportation services, teamwork between the school district and transporter is imperative.

T
Our Mission

We are committed to safely and efficiently transporting each ., Y
&

child to and from their destination. We follow all applicable federal, |

state and local regulations in meeting the individual needs and "'3 4

v

P <5 om o]
“...the cooperative now serves over 70 districts in Sussex, Morris, Essex,
Hunterdon and Warren counties, and provides transportation for not only
students with disabilities but those attending vocational schools, nonpublic
schools and other programs. Its billings have increased from $300,000-
$400,000 in its first year of operation to $15 million in 2007. Member
boards decrease their transportation costs by at least 50 percent by
sharing cooperative routes with other districts.”

April 22,2010

Hamilton Ontario:
http://webserver.hwdsb.on.ca/sc

hools/transportation/index.aspx

New York:
http://dcs.neric.org/news/0910/s

haredbus.htm
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Deloitte study
http://www.deloitte.com/dtt/cda
/doc/content/DTT DR SS Educa
tion Nov05.pdf

“By creating a single bus system, the
two boards will save $8 million in
administrative, capital, and fuel costs
over three years. The boards’ shared
AV library serves classrooms in both
districts, saving $300,000

annually” pl4.
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Our WISD project teams

Team Member Association Email Address Role
. . . . Data collection, analysis, and Admin team
Steve Aretakis Xavier Leadership Center | saretakis@insightbb.com Support y
. . . . . Leader of Superintendents and Admin
Len Brzozowski Xavier Leadership Center | brzozowskil@xavier.edu teams P
Dennis O'Connor Transportation Strategies doconnor@transtrategies.com| Process documentation
. . . . . Leader of Maintenance and Routin

Jim Regan Transportation Strategies | jregan@transtrategies.com teams g

Washtenaw
ISD

Dennis Steve
Process Documentation Data Collection & Analysis

Len Jim Jim Len

(Superintendents) (Routing) (Maintenance) (Administration)

Superintendent e -
%Egré)?sfﬂctes'; : 3 — 4 District Participants per Team
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Three Phases: concept, design, delivery

_rourine il viantenance SNNEIL

Phase 0 Launch Meeting
Superintendent ) Phase 1 Discuss Concepts 9 Identify Options
Planning DESIGN . _
CONCEPT Assess Potential Opportunities
Set Targets Set priorities
—> Model Review \ 4 '
Design The Network
Phase 2 District Benchmarking Design Solution
DESIGN W
CONTENT Develop Operating Infrastructure
T&C’s Organization Budgets
—>( Design Review v '
Phase 3 Form Services Infrastructure
DESIGN Agreements Structure Metrics
DELIVERY W
By County Execute Aggressively
>( Progress Review | or Vendor Empowered Team Defined Process
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Phase 1 summary

Launch Meeting

Phase 1 Discuss Concepts Identify Options
DESIGN A
CONCEPT Assess Potential Opportunities
Set Targets Set priorities
ROUTING TEAM MAINTENANCE TEAM ADMIN TEAM
Objective of the Phase: Objective of the Phase: Objective of the Phase:
1. Develop integrated routing 1. Develop Fleet, Facility, 1. Develop Human and Financial
infrastructure Model Maintenance and Inventory Capital Support Model
Model
Key Outputs Key Outputs Key Outputs
1. As-is Profile 1. As-is Profile 1. As-is Profile
2. Design Options/Scenarios 2. Design Options/Scenarios 2. Design Options/Scenarios
3. Could-Be Model 3. Could-Be Model 3. Could-Be Model
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Phase 2 summary

Design The Network

Phase 2 District Benchmarking

DESIGN

) 4

Design Solution

CONTENT Develop Operating Infrastructure

Terms &Conditions Organization Budgets

ROUTING TEAM MAINTENANCE TEAM ADMIN TEAM

Objective of the Phase:
1. Develop integrated routing
infrastructure scenario and

Objective of the Phase:
1. Develop Fleet, Facility,
Maintenance, Inventory

Objective of the Phase:
1. Develop Human and Financial

Capital Support scenario and

Routing Organization

budget scenarios and budget budget
Key Outputs Key Outputs Key Outputs
1. Tier Plan for General Ed. 1. Fleet Plan 1. Wage and Benefits Plan
2. Bell Times to Match Tier Plan 2. Common bus specification 2. HR Support Service Plan
3. Special Needs Plan 3. Inventory Plan and Software 3. Finance Service Plan
4. Number of Routes 4. Vendor List 4. Building and Grounds Plan
5. Number of Drivers 5. Maintenance Organization 5. IT Support Plan
6. Additional Services Plan 6. Facility Plan 6. Overall Organization
7. Routing Software 7. Services Plan 7. Payroll and Timekeeping Plan
8. County Routing Database 8. Maint. Schedule & Standards 8. Labor Relations Plan
9.

April 22,2010
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If Phase 2 proposal is accepted

Form Services Infrastructure

Agreements Structure Metrics

A 4
Execute Aggressivel

Empowered Team Defined Process

Phase 3: DESIGN DELIVERY
WASHTENAW PROJECT

If the decision is to privatize:

PREPARE, and ISSUE the RFP, EVALUATE RESPONSES and CONTRACT WITH A VENDOR
If the decision is to consolidate:

ROUTING TEAM MAINTENANCE TEAM ADMIN TEAM

April 22,2010

Objective of the Phase:

1. Identify the integrated
routing infrastructure plan
priorities and implementation
process

Objective of the Phase:

1. Identify Fleet, Facility,
Maintenance and Inventory
plan and implementation
process

Objective of the Phase:

1. Identify Human and Financial
Capital Support plan and
implementation process

Key Outputs
1. Time Phased Project Plan
2. Pro-Forma Budget

Key Outputs
1. Time Phased Project Plan
2. Pro-Forma Budget

Key Outputs
1. Time Phased Project Plan
2. Pro-Forma Budget
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Possible
Consolidated
System Design

B uni
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We project saving $5.91M (25.0%)

Current and Proposed Budget
(all 10 Districts)

S million $23.64
$25.0
S1.7
$17.72
$20.0
S1.6

$15.0 Amortization

B Other Misc

M Fuel Parts and Supplies
»10:0 B Wages and Benefits

$5.0
s-
Current Budget Proposed Budget
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We project saving $4.25M (23.3%)

Current and Proposed Budget
(Five Districts (1))

S million S18-23
$20.00

$18.00 / $1.67 $13.97

$16.00

$14.00 $1.16
$12.00

Amortization

B Other Misc
$10.00

M Fuel Parts and Supplies
$8.00 B Wages and Benefits

$6.00
$4.00
$2.00

S-

Current Budget Proposed Budget

() Ann Arbor, Lincoln, Whitmore Lake, Willow Run, and Ypsilanti
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Key Milestones

COMPLETE

* A common bus specification and purchasing via MSBO Program

A WISD OEM parts purchasing program with common vendors

A WISD Aftermarket parts purchasing program with common vendors

A WISD Fuel purchasing plan with a common vendor

Common Inventory Management software and a goal of $250 of inventory
per bus

Common Routing Software

Common routing guidelines

Moving to the MAPT Preventative Maintenance Standards

e Organizational structure, and business model

IN PROCESS

* WISD Special Needs Transportation Network for both In and Inter-District Students
* Wage scales

» Refined benefits proposals

* GPS technology options

* Back office support system
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Proposed WISD Transportation Organization
(10 district infrastructure)

Oversight Board

Transportation
Director

Assist. Qirector — ASSISt. Elrectord— Rech [PraEinn =
Business perations an Central Dispatch
Services Safety

Driver Fleet Manager Routing and
— Cost Accountant Supervisor- (1 ETE) 8 Dispatch (8
Trainer (6 FTE’s) FTE’s)

Hr Benefits Bus and Sub Lead Mechanics Field Trip Admin
Administrator Drivers (4FTE’s) (2 FTE’s)

Procurement
Specialist

= Mechanics

Note: Back-office support
mainly from the WISD
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Implementation Strategy

Special Ed, procurement for all 10 districts

$

Complete consolidationof 5 core districts (Ann Arbor,
Lincoln, Whitmore Lake, Willow Run, and Ypsilanti)
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