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ORDER

BY THE COMMISSION:


Community Transit of Delaware County, Inc. (Community or carrier), furnishes paratransit service between points in Delaware County and from points in Bucks County to points in the counties of Chester, Montgomery and Philadelphia, and return, as more thoroughly described in the official tariff.


Community has filed Tariff Paratransit Pa. PUC No. 8 on July 15, 2005, and proposes an increase in total revenues of $817,283. The current rates have been in effect since September 22, 2003.  On September 9, 2005, and again on November 4, 2005, the Bureau of Transportation and Safety (BTS) requested additional information and documentation from Community to support their request for the rate increase.  The supporting justification was received on November 15 and December 1, 2005, respectively. 

The proposed rate increase is to cover increased expenses of $419,803 and to decrease the carrier’s deficit from PUC operations by $397,480.  Community reported a deficit of $469,628 for the twelve (12) month period ended June 30, 2005 for its PUC operations. 


Community’s total revenue for the period ending June 30, 2005 was $9,509,405. Total PUC revenues were $4,086,417 and non-PUC revenues were $5,422,988. Non-PUC revenues are derived from contracts with state and county agencies for medical assistance and are restricted revenues that cannot be used to offset other program deficits.

 The carrier proposes increasing the rate for zoned trips by 20% over the current established rate per passenger for each zone. 
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REVENUES AND EXPENDITURES
JULY 2004 TO JUNE 2005
 PROJECTED TOTALS

PUC OPERATIONS

	Operating Revenues:
	ACTUAL
	CARRIER ADJUSTMENTS
	   SUBTOTAL 
	BTS ADJUSTMENTS
	JUNE 2006 PROJECTION

	
	
	
	
	
	

	Paratransit Revenues
	$3,688,851
	$737,770
	$4,426,621
	($184,442)
	$4,242,179

	Other Revenues
	     397,566
	    79,513
	     477,079
	    (19,878)
	     457,201

	Total Revenues:
	$4,086,417
	$817,283
	$4,903,700
	($204,320)
	$4,699,380

	
	
	
	
	
	

	Operating Expenses:
	
	
	
	
	

	
	
	
	
	
	

	Vehicle Maintenance
	$331,141      
	$27,418           
	$358,559
	($27,418)
	$331,141

	Transportation
	3,178,719
	362,813
	3,541,532
	(233,757)
	3,307,775

	Insurance
	477,013
	(35,143)
	441,870
	29,800
	471,670

	Administrative
	183,308
	42,500
	225,808
	(32,444)
	193,364

	Depreciation
	20,022
	(1,164)
	18,858
	-
	18,858

	Rents
	188,078
	615
	188,693
	(615)
	188,078

	Officers’ Salaries
	158,512
	9,714
	168,226
	7,032
	175,258

	Other Expenses
	       19,252
	    13,050
	       32,302
	    (13,050)
	       19,252

	Total Expenditures:
	$4,556,045
	$419,803
	$4,975,848
	($270,452)
	$4,705,396

	
	
	
	
	
	

	Total Income  (loss):
	($469,628)
	$397,480
	($72,148)
	$66,132
	($6,016)

	
	
	
	
	
	

	Operating Ratio Before Taxes:
	111.5%
	
	101.5%
	
	100.1%


ADJUSTMENTS TO REVENUES
Projected revenues were computed as a 20% increase.  As a result of BTS’ adjustment to expenses, as described below, BTS has adjusted revenues to reflect a 15% increase in rates.
ADJUSTMENTS TO EXPENDITURES
Community allocates costs between PUC and non-PUC operations.  Direct costs are allocated directly to the affected program.  Indirect costs are allocated based upon number of vehicles, vehicle miles or vehicle hours, depending on the type of expense.  It is the Commission’s opinion that the indirect cost allocation method is reasonable.
Vehicle Maintenance – are projected to increase by $27,418 or 8.28% for PUC operations, due to increased repairs and services, and materials and supplies, for an aging fleet.  Carrier provided historical vehicle maintenance expenses from 2001 to 2005.  However, the historical data did not agree with carrier’s income and expense statement for this account; therefore, the projected increase was not supported.
Transportation – Carrier projects that transportation expenses will increase by $362,813 or 11.41% for PUC operations, due to increases in wages, fuel costs and purchased transportation.  Carrier provided historical transportation expenses from 2001 to 2005.  Figures given from 2001 and 2002 were excluded in our computations, since these costs were included in carrier’s September 2003 rate increase.  BTS projects vehicle expense to increase by $129,056 or 4.06%.
Insurance – Carrier projects that insurance will decrease by $35,143.  Based on supporting documents, BTS projects insurance will decrease by $5,343.
Administrative – Carrier projects administrative costs to increase by $42,500 or 23.19%, for PUC operations, based on historical data provided by the carrier.  The historical data provided does not agree with carrier’s income statement.  Carrier has demonstrated that legal fees associated with PUC operations increased by $10,056.
Depreciation - Carrier projects depreciation expense will decrease by $1,164.  Carrier provided depreciation schedules to support their projection.

Rents - Carrier projects rent expense to increase by $615.  Carrier did not provide supporting documents for this projection.
Officers’ Salaries – Carrier projects that officers’ salaries will increase by $9,714.  Total salaries for three officers were $189,231 in 2005 and will be $210,163 in 2006.  BTS projects officers’ salaries to increase by $16,746 for PUC operations, based on 80% allocation.  BTS’ projection was based on more current data provided by carrier.
Other Expenses – Carrier projected an increase of $13,050, due to increases in advertising expense.  Carrier did not adequately support this projection.
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ANALYSIS


Carrier proposes an $817,283 increase in revenues to offset increased expenditures of $419,803 and to reduce the deficit by $397,480.  Carrier’s deficit for the 12 months ending June 30, 2005, was $469,628.  In order to generate this revenue, carrier proposes increasing its fares by 20%.

Carrier projects that expenditures will increase by $419,803 in 2006.  Based on BTS review of supporting documents, BTS projects that expenditures will increase by only $149,351.  This is $270,452 less than carrier projects.


Since carrier did not totally support their projected increases in expenses, the need for the total increase in fares is not supported.


BTS offers an alternative rate of  a 15% increase in fares.  The alternative rate structure proposed is projected to increase PUC revenues by $612,963.  This amount of new revenues will cover the increase in expenses that were supported and will also reduce the operating deficit to $6,016. 


Our analysis included a review of the methodology used to allocate expenditures between PUC and non-PUC sources.  Carrier demonstrated that it uses a fair and reasonable methodology to allocate expenditures.  Direct costs are allocated directly to the related programs. Indirect costs are allocated on the basis of vehicle hours, vehicle miles or number of vehicles, depending on the nature of the expenditure.

In regard to PA Public Utility Commission Special Permission No. 28208, Community Transit of Delaware County, Inc. has implemented the fuel surcharge approved by the Commission.

CONCLUSION


We have determined that Community Transit of Delaware County, Inc. has submitted the documentary justification to support a proposed increase of $612,963 and that the increase is not of an excessive amount based on the operating ratio.  Carrier has no outstanding fines or assessments.  It is our opinion that the increase proposed by BTS is necessary to provide safe, dependable and continuous service to the public:  THEREFORE,

IT IS ORDERED:

1. That Tariff Paratransit Pa. PUC No. 8 is suspended.
2. That Community Transit of Delaware County, Inc., be directed to file Tariff Paratransit Pa. PUC No. 9, on or before February 17, 2006, upon less than statutory notice to the Commission, which cancels Tariff Paratransit Pa. PUC No. 7, and implements the alternative rate structure as proposed by staff. 
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3. That, if the carrier fails to file such a tariff, on or before February 17, 2006, an investigation of the carrier’s proposed rate increase and existing rates will be instituted and the matter will be assigned to the Office of Administrative Law Judge for hearing.
4.
That, upon the filing of such a tariff, the investigation will terminate and the record will be 
closed.

5.
That a copy of this order be served upon Community Transit of Delaware County, Inc.
                                                                                         BY THE COMMISSION

                                                                                         James J. McNulty

                                                                                         Secretary

(SEAL)

ORDER ADOPTED: January 27, 2006 

ORDER ENTERED:  January 27, 2006
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