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OPINION ----------
California Sightseeing Tours, Inc. (Cal-Site}l' is 

engaged, among other things, as a passenger stage cOrp¢ration 
in the transportation of school children between homes and 18 
schools in the Palos Verdes area of !.os Angeles County :~/ 
Authority to perform. the pupil transportation involved was 

granted by Decision No. 82794 (1974). Applicant seeks 
authority herein to increase its school bus rates by approxi
mately 20 percent. Applicant is a wholly owned subsidiary of 

Educational and Recreatiotzal Services, Inc. (E&RS), which 
itself is owned by AP.A Serrices, Inc. 

1/ The name of the applicant in the caption eo the original 
application .was revised in the amendme%At filed JW-le 18, 1976. 
In the original application the caption read as follows: 
"In the matter of the a.pplication of U~tiotlal and 
Recreational Services, Inc., d.b.a. California S~ghtseeing 
Tours, Inc., for authority eo increase certain rates." 

2/ Cal-Site also conducts various other passenger stage opera
tions in the State, as well as eharter-parey carrier Cln'.i 
contract: school bus services. 
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Public hearing was held at Los Angeles on Octobe= 5, 
1976 before Examiner Norman Baley. The matter was submitted 
November 1, 1976, the due date for receipt of late-filed 
Exhibit: 3. 

Applicant's present rates, as authorized by Decision 
No. 32794 and set forth in Cal-S1te's Local Passenger lariff 
No.2, are as follows: 

First Child 
Second Child 
Third Child 

Family Maximum: 

Present: 

One Child 

Two Children 
'I'hree or More 

R.a:c:es 

$ 99 .. 00 
186.00 
262.50 
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. 

Monthly Rate 
$ 9.90 

3.65 
7.6$ 

26.20 

. , 
Proposed 
Itates 

, 
$118.80 . . 

223 .. 20 
315.00 

Inel:'ease 
i 

$19.80 
37.20 
52.SO , 

Percent 
Ine%'ease 

207-
" 20·1.. 

20~/~ 
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Southern C41ifornia Rapid Transit District (SCRTD) 
recently has established service in the area.'}/ Set forth 
below is a comparison of the round-trip rates of SCRZD and 
the prese~t and proposed rates of Cal-Site converted to a 
daily basis (using 177 days in ~ school year): 

Daily Basis 
~Round-Tri~ Rat~s2 

SCaTD cal-Site cal-Site 
(Each Child) (?resent) (Proposed) 

1 Child $.70 $.56 $.66 
2 Children .70 .55 .62 
3 Children .70 .49' .58 
4 Children .70 .37 .44 
5 Children .70 .29 .35 

Applicant contends that its Palos Verdes school bus 
operations pr~uee a net operating loss; that since Decision 
No. 82794 was, ,issued in 1974 expenses have risen cor.t:1nuously; 
and that in order t~ provide and maintain the equipment required 
for the common e:l.rrier school bus operations t and to p::'ovide an 
adequate level of sel:Vice to the school chiidren in the area~' 
the requested rate increases are neces3a%y. ApI>'l1cian~ b.i1eges 
that even with the requested increase it will still have a. loss 
due to de~lining patronage and spiraling costs. 

3/ A letter dated August 18, 1976 was rceeived by the Commission 
from the general manager of SCR.'ID regarding this applieation. 
the last two pa:agrapbs read as follows: 

"Applicant provides school bus service within the areA of 
Los Angeles Couney known as the Palos, Verdes Peninsula. 
The approximate 251.. proposed re.te increase will still 
permit students to ride to an~ from school at a cost 
just slightly less than on District service. 

; 

"It is the determination of ow: staff that District ser.J'ice 
is available if the proposed increase in cost is felt to 
be beyond the merit of service provided by this private 
carrier. !he District has no objcc:tio'nS to this a.pplica
tion for an increase in £ares." 

-3-
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A representative of t~~ CommiS5ion's Finance & Aecounts 

Division testi~1ed concerning Exhibit 1 which is a 36-page f1~n-
, . 

cal ::-ep¢re relative to the operations involved. According to 
• ~ . .! 

the wit:ness, the 1"e~l.a:ed common carrier Palos V~es school bus 
operations of applicant are perfontled 'as part of t~e company's 
Rarbor City Division. Exhibit 1 sb(tw.'; that the Harbor C1ey . ' 

Division provides school bus service under contract with the los 

Angeles School Board, in addition to the per capita school bus 
operations here involved. 

It was stated by the staff financial 'Witness that all 
of the financial and operating data for the Harbor City Division 
is viewed by cal-Site on a divisional basis only. Neither the 
general ledger of Cal-Site nor ~he general Ledger of E&RS reflect 
separately the resul:s of the Cal-Site certif1C4ted school bus 
operations. Operating revenues of Cal-Site and most of its 
operat!ng expenses are recorded in the general ledger of E&RS. 
Operati~g properties used in the Cal-Site c~1f1cated oper~tion 
are recorded on en intermingled basis in the general ledgers of 
both Cal-Site .lna E&RS. The general ledger of C31-Site does Ilot 
reflec~ a complete recording of all other balance shce: items. 
It was statec! ~bat for these reasonG it was necessary that all 
financial statements in Exhi1:>it 1 be prepared on a b.lsis con
solida.ting the certificated Ilue noncertifieated school bus 
operations of Ca.l-S:Lte and E&RS in the Barbo::- C!~ l>iV"'....sioD. 

-4-
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The last table in Exhibi~ 1 (Table I) is a comparative 
operating statement of school bus operations of the H:lrbor City 
Division for three l2~onth periods. For the mos~ recent 12-mon:h 
period. which ended April 30, 1976, the table shows school board 
c:ontr~c:t revenues of $409,920. and Palos Verdes per capita school 
bus revenues of $532,376, for a total of $942,296. The operating 
rtltio, which reflects consolidated expenses of the combined opera
tions, was calculated at 83.6 percent. The'strJ.ff witness was of 
the opinion that applicant has highly efficient matlagement, but 

since it bas failed to keep accounting records sufficient to 
reflect the results of operation of the regulated school bU$~ 
service, no increase in the per capita fares should be authorized. 
He recommended that applicant be ordered to design its general 
ledger accounting procedures so as to segregate the operating 
results of the regulated school bus operation. He admitted on 
cross-examination that the regulated operation should stand on 
its own and should not operate at a loss, even though the parent 
corporation may show a profit. 

Applicant called the comptroller of the western ar~ 'of 

the transportation group of A3A Services, Inc. Among other things, 
the comptroller is the custodian of the records of applics.nt. :: 
According to this witness the Harbor City Division is a mediuu~
sized division of ABA Services, Inc. operating 73 buses in th('~ 
general area. involved. He testified that three separate types' of 
bus services are performed. Cal-Site performs the per capita 
school bus service; E&RS provides regular student transportation 

under contra.ct with the Los Angeles School Board; and E&RS trans
ports studeuts under eonc:aet with the Los Angeles School Boa:d , 
to and from the Southern California Regional Occupational Center 
(SCROC). This is a h.:lgb. school vocational training center 

-5-



A.55722 svr 

operated by the Los Angeles School :Boa%d. In the past, revenue 
from the Los A:!geles School Board contracts, including SCROC, 
was contained in the same account. SCROC revenue assertedly 
could be distinguished from b~lling rccorGs. Now there is a 
separate revenue account for the SCROC contract. Tne comptroller 
stated that records for the Harbor City Division contain all 
expenses applicable to the SC&OC contract. They are part of the 
expenses attributable to service performed for the Los Angeles 
School Board. 

Exhibits D-l, D-2, and D-3 appended to the application 
are three methods employed by Cal-Site to reflect results of 
operation of its re~lated school bus service for the four-month 
period, January 1 to April 30, 1976. The three methods each show 
a loss. Exhibits D-l, n-2, and n-3, as corrected on oral testi
mony, show that for the four months endiXl8 April 30, 1976" cal
Site's regulated school bus oper3.tion produced revenue of $142,084. 
The witness ann'l.1.'llized that rcve:e.ue figure to $338,,000, using 
177 days in a school year. Tnis compares to $532,376 shown in 

Table I of staff Exhibit 1 for the Harbor City Division per capita 
income for the year ended April 30, 1976. The comptroller con
tended that: the revenue from the SCROC contra.ct had been included 
e':Toneously in the staff revenue fig-..xre. He did not disagree with 

any of the other portions of Ex..ltibit 1. 
The cOtllptrol1er was of the opinion that of the three 

expcuse allocation methods in Exhibits D-l, D-2, a:nc! D-3, the 
one in Exhibit D-2 most accurately reflects the expc-~es of the 
regulated sehool bus operation. Usiug the co=rccteo =evenue 
figure of $142,0S4, and corrected. ope-...:'ati-cg and depr(!c:~tion. 
expense of $l63,263, the regulaeed school bus operation shows a 
nee operating loss of $21,179 before taki:g into accc~t r~
operating ~ $\1Ch.as interest.. 'l'h~e computae:lorzs were 

... 6-



based on the asstlmption that because Cal-Site uses 34 of the 73 
busesil located at the Harbor City facility for its Palos Vercles 
op<!rations, 34/73, or 46 .. 6 percent of the operaeiDg expenses of 

the Harbor City facility should be allocated to Cal-Site. As 

exceptions, shop labor and materials and parts were allocated 
7S percent to Cal-Site because the regulated school bus opera

tion uses larger Crown school buses in stop-and-go service over 
hilly eerrain. This operation assertedly generates a d1spro

port:ionate use of shop labol: and material and parts. These 

expenses and allocations are disc1JSsed further below. 
Another approach taken by the comptroller to reflect 

the results of opera.tion of the regulated school bus operaeion 
consisted of using the amwalized revenue figure of $338,000 
from Exhibits D-l, D-2, end D-3, based on 177 days in a school 
year, and 47 percent of the expense figures in Table I of staff 

Exhibit 1 for to~l school bus operations of the Harbor City 
Division. On this basis total annualized expenses would be 

$357,293. This would produce a net loss for the regulated school 
bus operation of approximately $19,000. 'I'he witness then a<1d.ed 
approximately $:>1,000 more expenses to the regulated operation 
because of the 75 percent allocation of expenses for shop labor 
and ma:cerlals and parts for the Crown buses. This would produce 

a net loss of approximately $50,000. 

'::,1 !he comptroller stated that approx1mo.tely 11 buses are used 
for the SCROC contract. This would leave about 28 buses for 
the Los. Angeles Sehool :teard cOnt1:,act, other than SCROC. 

-7-
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T"ae comptroller introduced and explained Exhibit 2 
showing revenue <i1strlbut1on from tbe E&RS general ledger for 
the Harbor City Division for the 23 .. month period from. ~tember 

1974 to July 1976, inclusive. For the 12-month period ending 
April 30, 1976, cal-Site revenue was $380,834; SCRee revenue 
was $173,095; and Los Angeles Sehool Board revenue (other than 

SCROC) was $404,793. !he Cal-Site revenue of $380,834 compares 
with $532,376 shown in Table I of staff Exhibit 1 for the 
FLarbor City Division per C3piea illc:ome for the same period. 
For the 12 months ending July 3l, 1976·, Cal-Site revenue in 
Exhibit 2 declined to $360,895. 

Applicant called the southwest regional general manager 
of E&RS to testify concerning operation, maintenance,. .and l.a.bor 
aspects of Cal ... Site' s regulated school bus operation. He testi
fied that the large Cro".lT1'1 buses are used for the regula:ed opera
tion because the additional seating capacity they provide is 

needed. These ouses are diesel-powered and cost in excess of 
$50,000 new". '!hey take 40 quarts of oil during an oil change. 
The larger tires that are required assertedly have increased 
more than tires for smaller buses. More shop labor iS'required 
because of ate added size of the buses and the large diesel 
engines. To replace a diesel engine costs about $9,000. Diesel 
fuel injectors require frequent replacement because of stop-and-go 
opoeration. The Crown buses use substantially more clutch and 
brake parts, again because of 8top-aud-go operation in 'the hilly 
terrain. In contrast,. the conventional buses used for the 1..os 
Angeles School Boa.rd contraets are gasoline-powered,. have a. 
seat~ng capacity of 24 passengers, cost: about $12,000 new, take 
8 quarts of oil, use smaller tires, experience engine replacement: 
costs of about $1,200,. and ~ generally lower cleaning .and 

maintcna:nce costs. 
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The regional manager was of the opinion that the allo

cation of 75 percent of expenses for shop labor and materials 

and parts to the buses used for the regulated school bus service 

was fair. He questioned the 47 percent allocation factor for 
other expenses as being too low. He asserted that <:trivers on 
the large Crown buses used in the regulated service are paid 

more than dri·"ers of the smaller buses. The Cr()W'D. buses are 
operated about 90 miles a day in school serrlce~ ineluding 
de.a.dhead miles" whereas the conventional buses are o~aeed 
about 70 miles a day. '!he regional manager stated that approxi

mately 65 to 70 percent of the use of the large Crown buses is 
for s<:hool operati'ons. The remaining use is by E&RS for charters. 

In Exhibit 3 Cal-Site compute4 operating ratio for the 
regulated school bus operations for 12 months ended April 30,. 
1976. Expense figures in Table I of s~ff Exhibit 1 for total 
school bus operations were allocated to the regulated service 
as indicated above, i.'e., 46.6 percent,. except for shop labor and 
materials and expense which wc::e allocated At 75 percent. Net 

op~ating expenses after cha~er ad3us-:ment weJ:e recalculated to 
be $388~169. Using revenue in Exhibit 2 of $380~834 for 12 months 
ended April 30, 1976,. there would be a net carrier operati~ loss 
of $7 ~335 for an operating ratio of 102. If the lower revenue of 
$360,890 for 12 months ended July 30, 1976 was utilized, there 

would be a net carrier operating loss of $27~279 for a~ operating 

ra.tio of 108. 
Applicant forecasts a future ridership decline of 15 per

cent and increased expenses. It asserts that the principal rea .. 
sons for ridership decline are changes in school hours which have 

made bus scbeduling difficult; the fact that many parents do rzot 
desire to have their children wait after school for :1 bus; compe ... 
tition with the ree~tly estab.lished~ serv:!Lce of SCR'XD in the area 
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which can be expected to divert subseantial traffic from the' 

regulated school bus operation; and competition wi:th private 

automobiles of high school students and parents. Applicant 
contends that in an affluent area such as the Palos V~ 
Peninsula an itttproviDg economy tends to increase car ownership 
among high school stU<1ents. 

On the assumption that a 20 percent rate increase is 
authorized, and there is a 15 percent ridership decline, .ilppli
cant forecasts revenue of $338,450 for an operating ratio of 
99.9. Applicant projects i~crea$ed o?erating expenses of from 
9 to 18 percent. With a 20 percent increase in rates; about 
half of the anticipated revenue deeline (8 percent); and the 
lowes'C proj eetion of increased expenses (9 perc~t)" applicant 
forecasts revenue of $420,440 and operating exp¢llScs of $423,104" 
for an operc.ting =atio of 101. 

~ae record ShOW3 that Cal-Site's regulated school bus 
sexvice in ?alos yerles Pe-a.1nsula is ~e1ng operate<! efficiently 
but at a loss. This is cl~r" altho~3h some of 'Che f~ctions 
and records of Cal-Si~e are commicgled with those of affiliates. 

There is nothi~ in the record to sbow that Cal-Site's cost allo
cations for the regulated school bus ,=>perat:1on are unreasonable. 

. We recognize ehat it is diificult: for cal-Site to fore
cast the results of a future year under circumstances where, in 
effect,. it must get parents to sign their children 'Up in advance 
for a year f s transportation. This is especially apparenc under 
circumstances where SCR.'Il) has instituted new ser\71ce (35 cents 
one way and 70 cents round trip) and there is subst.a.:t.t:ta.l compe
tition from private automobiles. 'toTe are comr1need that operations 
under a 20 percent increase in races, in conjunction with projected 

inC're.as~ costs and antieipated reduced ridership'" will only return 
C:J.l-Site' s %'1egula.e~ school bus service 'to near 4 break-even point. 
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The changes in applican~'s accounting systems suggested by 

the staff are reasonable ~~d useful for knowledgeable determination 
by the COmmission in future cases. We will require applicant to 
make the staff recommended changes at this time so they may be 
available in conjunction with any future proceeeing of this nature. 

The procedures of the Commission provided !or reasonable 
opportunity for participation by all interested persons or their 
representatives. Copies: of the: application and notices of hearing 
were sent to Los Angeles County, to Cities in the Palos Verdes area, 
and to the Palos Verdes Peninsula Unified School District. No 
member of the public appeared in opposition ~o the application. 
One written protest was received which contained data of an 
evidentiary nature wr~ch cannot be considered by the Co~s~ionas 
the data were not introduced by a competent witness ~~d cross
examination thereon was not accorded applicant and the staff. e Findings 

.e 

1. Cal-Site seeks a 20 percent increase in its per capita 
fares for regulated school bus service in the Palos Verdes 
Peninsula. 

2. Cal-Site's proposed increased rates per school year 
would be $ll$.SO for one Child; $223.20 !o~ two children; and 
$315· for three or more children from one family~ 

-11-
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3. Applicant's statement of revenues,. and its allocation 
of expenses of the Harbor City Division to the regulated school 

bus operation,. is a reasonable statement alld allocation for 
purposes of this proceeding. 

4. Present fares which Jlj?p11cant maintains ~o not provide 

revenues sufficient to enable applicant to cover the expenses of 
performing the passenger common carrier operations here involved 
plus a reasonable profit. 

S. The proposed increased rates in Finding 2,. in conjunc

tion with itlcre.ased costs a.nd ant!c1patecI. reduced ridership, are 
estimated to increase Cal-Site' s regulated school bus revenue 

from $388~169 to $420,440, or $32,271. lnereasc<f expeMes are 
projected to be $423,104 for an operating ratio of 101. 

6. Cal-Site' s regulated school bus service competes with 
newly established service of SCRTD and private automobile tra~
portat10n in the Palos Verdes area. 

7. cal-Site' s proposed rates for one child, when converted 

to a daily basis, would still be less than the rates of SCRID for 

round-trip transportation. 
8. C81-S1te's regulated scbool bus Operations are being 

managed efficiently. 
9. Csl-Site' 8 proposed. increased rates in Finding 2 are 

justified. 
The Commission concludes that the 8pplicatio~ as 

amended., should. be grante<1. 

ORDER .... --~---
. IT IS ORDERED that: 

1. Appl1es.ne is authorized to .est:a'blish the 1nc::rea.sed 

fares contained in Finding 2, above. 

-12~ 
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2. Applicant's tariffs shall provide provisions acceptable 
to the Commission for ref~~ds or fare adjustments to those students 
who do not complete the full school year. 

3. Tariff publications authorized to be made as a result of 
the order herein shall be filed not earlier than the effective date 
of this order and may be made effective not earlier than ten days 
after the effective date hereof on not less than ten days' notice 
to the COmmission and to the public. 

4. Applicant shall design and implement accounting procedures 
in its general ledger which segregate the operating results for the \ 
certificated Palos Verdes school bus operations. 

5. The authority granted herein shall expire unless exercised 
within sixty days after the effective date of this order. 

The effective date of this order shall be twe~ty C3yS 
after the date hereof. 

e Dated $4Q FrrtDt;i.W , California, this ~/_vf...&-_, __ _ 
day of _ MARCH 'I 1977 .. 
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