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C MPANY for y to increase Apolication No. 60026
fares as set forgh in Leocal Pas- (Filed Cctober 23, 1980;
senger Tariff, Cal. P. U. C. No. 24, amended October 30, 1980)

and for interim relief.

The Gray Line Tours Comvwany (Gray Lines), a corporation,
conducts operations as a passenger stage corpo:at_on (PsC-522),
engaging in sightseeing and special event bus services between
roints in Southern California, such area being geographically
dounded by Santa Barbara on the north and the California-Mexico
iantexrnational boundary on the south. Gray Lines also offers general
charter service under authority of the Commission (TCP-534).

Sy fLpplication No. 60026, as amended, applicant seeks an
approximate 20 percent increase in selected existing adult and child
fares as rellected in applicant's Local Passenger Tariff No. 24, and
as shown on Exhibit "D" of the application.

Clscussion

Gray Lines has not received any increeses .
in its fares since January 1, 1976, except for a one nercent
increase in Tecision 89794, dated December 19, 1978, and one percent
increase in Pecision 91133, dated Cecember 13, 1979, and a fuel offset
surcharge in Pecision 91150, dated December 18, 1979.

xhibit "I of the application is an Equipmeat List identi-
fying ecach unit of bus equipment utilized by applicant in the
rendition of service under its certificated authority. Collectively,
the exhibit identifies 163 buses. Gray Lines alleges that as of




December 31, 1978, its bus fleet was comprised of 33 buses,

ané that the Iavestment in equipment as of that date was approx-
imately $3.1 million as contrasted with a current investment in

excess of $7 million. In such connection, during the fiscal year
ended September 30, 1980, Gray Lines' net income was approximately
$1.2 =illion, all of this sum being invested in new buses.

In fact, a total of $2.35 million was expé%ded by year end for /ﬁ
equipzent and other capital lmprovements.

Exhibit "J" of the application analyzes Gray Lines'
equipment £leet by age. As is noted, the fleet of 153 buses averages
10.9 vears with 20.9 percent of the fleet 15 years or older. Exhibit
"I also sets forth a minimum replacement program through the year
ending 1984. A total of 51 new and 3 used bus purchases is con-
templated, with a concurrent retivement of 64 of the oldest buses.
These acquisitions contemplate an estimated net cost of $9.75 million.

Gray Lines alleges that its operations under current fares
will produce insufficient revenues to continue the equipment
replacement program. The instant application was £iled for the purpose
of obtainiag sufficient additional revenue to modernize and update
i1ts bus fleet.

Based on the information contained in the application and
more recent additional information obtained from Gray Lines, the
following table shows a summary of results of operatlions for the

test year ending December 31, 1981, under both the present and
proposed rares:




Ztatistics

3us Miles '
Signtseeing rassengers

Ievenues

California Intrastate Sightseelng
Interstate Sightseeing

Revenues

Cperating Zxpenses
Gross Incone
*Incone Taxes

Net Incone

Operating Raetio after Taxes
nate of Heturn
Average Rate Base

Rate Tear Znling
Docomhar 21, 1081

Present
Tares
Jaeisicn 91150

6,012,000
953,100

8,400,400
§.995,000
5,255,300
39,700
593, 500

$ 21,322,900

$ 20,764,500
/598,000
(257,200)
855,200

8.4
10,201,200

$

*Include $486,660 investment tax credit.

Troposed
Tares

6,012,000
953,100

$ 10,081,700
5,595,000
5.25%.300

39,700
59% . 50C

$ 25,044,200

$ 20,937,900
2,106,300
473 ,3C0

$ 1,033, 000

92.9%
16.0%
10,201,200

Ls indicased by the adbove table, Gray Lines' operations in
the test year eanding December 31, 1981, uander the present fares will
produce an canual gross reveaue of $21,362,90C, operating expenses of
$20,764,900, a net operating income of $855,200, with an operating
ratio of 96.0 percent znd a rate of return on the investment of
8.4 porcent. The proposed fares will result in an enpual gross
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revenue of $23,044,200, or an annual gross revenue 7
increase of $1,881,300, a net annual income of $1,633,000, with an
operatiag ratio of 92.9 percent and a rate of return on the
investment of 15.0 percent. |

The requested fares proposed by Gray Lines in
Application 60026 include the fares authorized by Decision 92390,
signed November &4, 1980 in Application 59870 which provided $136,000
additional revenue, and by Decision 92429, signed November 18, 1980
in Application 59865 which provided $189,000 additional revenue.

The proposed fares in Application 60026 would result in a net
additional annual gross revenue of $1,356,300 to the revenues
rzesulting from Decisions 92390 and 9242°9.

Grey Lineshas not received any increases in its fares since
January of 1976, except for a one percent increase in Cecember 19,
1978 and a ome percent increase in December 18, 1979, and a fuel
offset surcharge in December of 1979. When considering the six-year
period from 1976 through 1981 the proposed 20 percent general £fare
increase results in an average annual fare increase of approximately
3.3 percent. Therefore, the proposed fares comply with the President's
Guidelines for Wage and Price Stability and are necessary to easure
the continued viability of this transportatiom service.

Notice of the filing of this application was listed on
Commission's Daily Calendar on October 29, 1980. Additionally, the
Commission staff notified affected public transit district operators
of the receipt of the application pursuant to California Public
Utilities Code Sections 730.3 and 730.5. No protests have been
received, and a public hearing is not necessary.

Application requests that any rate increase
authorized by the Commission be made effective January 1, 1981 in
order to avoid additional printing costs associated with sales
brochures, agent tickets,and the International Gray Line Sightseeing
Sales and Tour Guide, all of which historically have been revised
effective the first day of each year.
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indinzs of Facst

1. Gray Lines seeks authority to inerease its California
intrastate sightseeing fares by 20 percent to offset the increased
cost of operation and to modernize and update its bus fleet.

2. Applicant has not received a fare Increase since
January of 1976, except for a one percent increase in Cecember 19,
1978,and a one percent increase in December 18, 1979, and a fuel
offset surcharge in December of 1979.

3. The requested fare increase of 20 percent includes the
fare increases granted in Decision 92390 dated November 4, 1980,
for an additlional ammual gross revenue of $189,000, and
Decision 22429 dated November 13, 1980, for an additiomal
annual gross revenue of $136,000, or a total amount of $325,000.

4., The requested fares in this application will result in
an additiomal anaual gross revenue of $1,631,300 which when adjusted
by the amount of $325,000 granted by the above two decisions will
result in a net additional annual gross revenue of $1,356,300.

5. Under the present fare structure during the rate year
ending Decexber 31, 1981, Gray Lines will be operating at an
operating ratio of 96.0 percent and a rate of return on the average
rate base of 8.4 percent.

6. The requested fare increase will result in an operating
ratio of 92.9 percent and a rate of return on the average rate base
of 16.0 pexcent.

7. 4 92.9 percent operating ratio and a 15.0 percent rate of
return for Gray Lines  appear to be reasonable for granting the
requested fare increase.

8. The requested fares are necessary to ensure the viability
of Gray Lines.

9. The fare increase requested in Application 30026 is
justified.




Yo protests have been received concerning this
apnlication.
A public hear 10t necessary.

12. Te avold addit erinting costs associated with
sales brochuras and sightseeing tour guides, periodically
revised on January 1 of each year, the effective date of this
orcer should be the date hexeof.

Conclusion of Law

The fare increase, requested in Application
just and reasonable and should be granted.
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IT IS CRDERED that

The Gray Line Tours Company is herevy authorized to
establisn the increased fazes as proposed in Exhibit "D in
Application 50026, filed Octobexr 23, 1980. Tariff publications

authorized to te made as a result of this order may be made
effective not earliexr then Zive days after the effzctive date of
this order on not less than five days' notice to the Commission
and to the publiec.
2. This authority shall expire unless exercised within
ninety cays after the effective date of this order
In acddition to the required posting and Iiliag of
Gray Line Tours Company shall give notice to the public
in its operating vehicles a printed explanation of
Such notice shall be posted not less than five days
effective date of the fare changes ané shall remain
a perioc of not less thaa thirty days.




The effective date of this oxder is the date herecof
Da - y
ted DEC 2-1980  , at San Francisco, California.
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Commissionor Voraon 1. Sturgeon, beind
necossarily absont, did not participate
4n tho dispositien of thia proc¢oodidiy

-r

Commigsionar Claire T. Podrick, dolng
nocossar.ly adsont, did not rarticipoto
Ix_tho Qicposilion of thin proceoding.,
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