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Decision 97-08-066 August 1, 1997 AUG 0 4 1997
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
Order Instituling Investigation into the Passenger

Stage Corporation Operations of Prime Time Shuttle Investigation 93-05-004
International, Inc. (Filed May 7, 1993)

Order Instituting Investigation and Order to Show ’ -
Cause Why Prime Time Shuttle International, Inc.’s Investigation 95-07-001
Certificate of Publi¢ Convenience and Necessity (Filed July 6, 1995)

- should not be suspended or revoked. !
DENGIAL

In an carlier decision in this proceeding, Decision (D.) 96-08-034, we revoked the

certificate of public convenierice and necessity (CPCN) of the respondent passenger

OPINION

stage corporation, Prime Time Shuttle International, In¢. (Prime Tinie). However, in the
same decision, we suspended the revocation for a probationary period, during which
Prime Time was to develop a satisfactory compliance plan and demonstrate

rehabilitation by operating in strict compliance with D.96-08-034 and the terms of the

plan. Prime Time has failed to comply with D.96-08-034, and is thus in violation of its

probation. Therefore, in today’s decision, we terminate the probation and direct the

previously-ordered revocation to take effect.

Background
We have had two major investigations of Prime Time. The 1993 investigation

ended with a settlement between Commission staff and Prime Time, under which Prime
Time, among other things, agreed to pay a substantial fine and modify its operations,
particularly with respect to its relationship with the drivers of its vans.

As detailed in D.96-08-034, disputes persisted between Commission staff and
Prime Time over whether Prime Tir‘ne'srrelationship with its drivers was consistent with

the settlement, with our regulations governing passenger stage corporations (General




1.93-05-004, 1.95-07-001 ALJ/KOT/sid

Order 158-A), and with the traffic and safely rules of local airposts (especially Los
Angeles International Airport) served by Prime Time. Many other concerns were also
involved, including vehicle registration, length of drivers’ shifts, statutory provisions
regarding calculation of individual fares, and the Comniission’s financial reporting
requirements.

These ongoing disputes culminated in the 1995 investigation, in which we also
reopened and consolidated the 1993 investigation. We issued D.96-08-034 after full
cvidentiary hearings and briefing of all issues.

On several important points of law, 12.96-08-034 sustained Prime Time's
intef‘pfétéﬁoﬁ. However, we also found many violations of our own and airport rules.
We found these violalions to be of such gravity as to require strong action on our part.

We revoked Prime Time’s CPCN but carefully set forth a way for Prime Time to

rehabilitate itself, and we suspended the revocation for so long as Prime Time complied

with the terms of its probation. As discussed below, Prime Time has failed to submit an
appropriate compliance plan and has failed to cooperate with the audit required by
D.96-08-034, even after notice to Prime Time that such failure appeared to violate its

probation and constitute grounds for allowing the revocation of its CPCN to take affect.

Probation Viotation
On April 17, 1997, the assigned Commissioner and the assigned Adniinistrative

Law Judge jointly issued a ruiing putting Prime Time on notice of a probation violation.
The Joint Ruling is reprinted in full in Attachment A to today’s decision. In brief, the
Joint Ruling noted that, under Ordering Paragraph 6.d of D.96-03-034, two required
elements of Prime Time's compliance plan were: (1) completion of a financial filings
reconciliation audit, and (2) development of reconciliation procedures (so as to -
minimize the need for future audits). The Joint Ruling further noted that, as reported
on April 14, 1997, by the Commission’s Accounting & Finance Branch, Prime Time had
not provided access to its general ledger and had not provided proposals for

reconciliation procedures.
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The Joint Ruling concluded that Prime Time would have to justify continuing the
suspension of the revocation of its CPCN. The Joint Ruling required Prime Time to

provide one of the following:

“a. A denonstration that Prime Time is in compliance with Ordering
Paragraph 6.d of D.96-08-034; ox

“b. A conmplete and detailed agreement entered into with the
Accounting & Finance Branch for bringing Prime Time into
compliance with Ordering Paragraph 6.d of D.96-08-034. Such
agreement shall provide that Prime Time shall complete, to the

satisfaction of the ACcountmg & Finance Branch, all aspects of the
financial filings reconciliation audit no later than July 1, 1997, or shall
cease all operations under Prime Time’s CPCN as of that date.”

In response, Printe Time entered into an agr‘cement with the ACCounling & Finance
Branch. The agteement is reproduccd in Attachment B to today s decision.

On July 1, 1997, the Accounlmg & Fmance Branch filed and served an "Update
to its April 14 report. The Update and its three appendices are reproducecl in
Attachment C to (oday's decision.

The Update concludes that Prime Time still has not complied with Ordering
Paragraph 6.d of D.96-08-034. The Update notes that “Prime Time remains deficient on

the balance sheet schiedule. In fact, Prime Time left out that page in its annual report

filing.” As a result of this deficiency, the Commission auditors are still unable to
“[r}econcile the balance sheets to the 1992-95 annual reports, trial balances, and income
tax returns.” Update at bage 4.
Discussion
D.96-08-034, by virtue of its revocation of Prime Time’s CPCN, already reaches
the conclusion that Prime Time is not fit to hold operating authority from this
Commission. The only question for us now is whether there is any reason for
continuing the suspension of that revocation. We ¢onclude that no such reason exists.
Prime Time’s erratic financial reporting had been a concern éven in the 1993
investigation. The settlement of that investigation included a requirement of timely

filings.
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In the 1995 investigation, Commission staff noted that Prime Tine’s annual
reports were filed on a fisca) year basis rather than a calendar year basis (as required by
our rules), and that the annual reports did not appear to match the financial data
contained in Prime Time’s quarterly reports. Other financial data appeared inconsistent
with Prime Time’s representations concerning the way it was now conducting its
operations. For all these reasons, we ordered an audit and the development of
reconciliation procedures to limit the need for future audits.

Prime Time has had notice of these concerns for more than a year, and even
before the close of hearings it was advised by; the assigned Administrative Law Judge of
the need to reconcile its annual and quarterly reports That Prinie Time still has nol
complled wnth the audit rcqulrements of D.96-08-034 is a mark of willful deftance or
utter indifference to its re<p0n51b1ht|es‘ as a public utlhty carrier of passengerb Given
the background of these investi gatlons, we conclude that further efforts to nhab:htate
this carrier would be unproductwe, and a disservice both to the public at large and to
the overwhelming majority of carriers who strive to operate within the letter and spirit
of the law.

By letter dated July 25, 1997, Prime Time Chairman John E. Kindt, e, mformed
the assigned Commissioner that “we rchnqmsh our Passenger Stage Authority
(PSC 7039), effective lmmedlately " We alreacly revoked its CPCN in D.96-08-034, but
suspended the revocatlon pending remedial action. Since that decision, Prifne Time has
operated on probation, which we hoped would end with its rehabilitation. Prime Tlme
has violated the probation, so the revocation must take effect.

In effect, we are accepting the relinquishment. However, Prime Time does not
leave its operations in good standing. It ceases to operate, not because it chooses to do
s0, but because it must. ‘Acceptance of Prime Time's relinquishment does not make our
simultaneous revocation moot. Prime Time may not rescind its relinquishment and

continue to operate under its former CPCN. Should Prime Time (or its successor, or

another entity éohtrolled by. the people that have controlled of operated Prime Time)

seek a CPCN or other operating authority in the future, we will consider the relevant -

- factors from this case in making a determination of fitness.

-4-
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Finally, should Prime Tinie attempt to operate as a passenger stage carrier

without a CPCN, we will take appropriate enforcement action.

Findings of Fact
1. Prime Time’s CPCN was revoked in D.96-08-034, but the revecation was

suspended for a probationary period. One of the conditions of probation was that
Prime Time successfully complete a financial filings reconciliation audit. Another

condition was that Prime Time develop reconciliation procedures to minimize the need

for future audits. ,
2. Prime Time's Draft Final Complian¢e Plan (filed October 9, 1996) conceded that

Prime Time had not conipleted the reconciliation audit.

3. B}’ Joint Ruling issued on April 17, 1997, the assigned Commissioner and
Administrative Law Judge put Prime Time on notice that it was in violation of its
probation by virtue of its failure to complete the reconciliation audit.

4. Inresponse to the Joint Ruling, Prime Time cntered into an agreement with the

- Cominission’s Accounting & Finance Branch to coniplete, to the satisfaction of the
Branch, all aspects of the reconciliation audit no latet than July 1, 1997, Failing such
completion, Pririe Time committed to cease operations under its CPCN as of that date.

5. Prime Time did not supply all information required under its agecement with the
Accounting & Finance Branch.

6. Prime Time is in continuing violation of its probation.

Concluslons of Law

1. The revocation of Prime Time’s CPCN, which the Commission ordered in
D.96-08-034, should be allowed to take effect.

2. This order should be made effective immediately because of Prime Time’s
demonstrated unfitness to hold operating authority and Prime Tine's continuing
violation of its probation.

3. The Rail Safety/Carriers Division should revoke Prime Time's “PSC” number

and should take appropriate action to ensure that all operations under Prime Time's
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CPCN stop immediately, and that Prime Time not continue to operate as a passenger

stage carrier without a CPCN.

ORDER
1T IS ORDERED that:
1. The probation of Prime Time Shuttle International, Inc. {Prime Time) is
terminated, and Prime Time's certificate of public convenience and necessity (CPCN) is

revoked.
2. On the effective date of this decision, Prime Time shall cease all operations under

its CPCN.
3. Prime Time shall pay all fines assessed in Ordering Paragraphs 1 and 3 of

Decision 96-08-034, per the schedule in those ofdering paragraphs.

4. The Rail Safety /Carriers Division shall immediately revoke Prime Time’s “PSC”
number and shall take appropriate action to ensure that all operations under Prime
Time’s CPCN stop immediately, and that Prime Time will not continue to operaté as a
passenger stage carrier without a CPCN.

This order closes this proceeding and shall be effective immediately.

Dated August 1, 1997, at San Francisco, California.

P. GREGORY CONLON
President
HENRY M. DUQUE
JOSIAH L. NEEPER
RICHARD A.BILAS
Commissjoners

I dissent.

/s/ JESSIE J. KNIGHT, JR.
Commissioner
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Investigation into the Passenger
Stage Corporation Operations of Prime Time Shuttle

International, Inc.

Investigation 93-05-004
(Filed May 7, 1993)

Order Instituting Investigation and Order to Show _
Cause why Prime Tinie Shuttle International, Inc.’s Investigation 95-07-001
Certificate of Public Convenience and Necessity (Filed July 6, 1995)
should not be suspended or revoked. ’

JOINT RULING OF ASSIGNED COMMISSIONER
AND ASSIGNED ADMINISTRATIVE LAW JUDGE

The Commission has ordered revecation of the certificate of public convenience
and necessity (CP"CN) of the r‘e5porident, Prime Time Shuttle International, Inc. (Prime
Time). However, the Commission has suspénded the revocation for a period of
probation, and has provided for ¢ancellation of the revocation u pon Prime Time's
successful of the probation pursuant to a compliance plan, to be developed by Prime
Time and subject to Cornmission approval. See Ordering Paragraphs 2-7 of Dexision
(D.) 96-08-034, as corrected by D.96-08-044 and modified and affirmed by D.96-10-077.
One element of the comﬁliénce planwas to be the completion of a financial filings
reconciliation audit and development of reconciliation procedures. See D.96-03-034,
mimeo. p. 100 (Ordering Paragraph 6.d).

Prime Time’s Draft Final Compliance Plan (filed October 9, 1996), at page 3,
paragraph 5, indicates that Prime Time “is still working...to complete the reconciliation
audit.” On April 14, 1997, the Commission’s Accounting & Finance Branch filed its
report entitled “Results of Financial Reconciliation Audit.” This report indicates that
the Branch was unable to complete the audit. According to the report, Prime Time has
not provided access to its general ledger and has not provided proposals for

reconciliation procedures, as required under D.96-03-034.
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Having reviewed Prime Time’s Draft Final Compliance Plan and the Accounting

& Finance Branch's report, we conclude that Prime Time has not complied with
Ordering Paragraph 6.d of D.96-03-034, and that Prime Time is in violation of its ‘
probation. Under the terms of D.96-08-034, absent a showing of some compelling basis

for continuing the suspension of the revocation of Prime Time’s CPCN, the revocation

should go into effect immediately.
Therefore, IT IS ORDERED that:

1. No later than May 1, 1997, Prime Time shall file and serve its response to this
order, in which response Prime Time shall show cause why its CPCN should not be
revoked for failure to camply with Ordering Paragraph 6.d of D.96-03-034.

2. Such showing of good cause shall consist of one of the following:

a. A demonstration that Prime Time is in compliance with Ordéring
Paragraph 6.d of D.96-03-034; or
. A complete and detailed agreenient entéred into with the Accounting &
- Finance Branch for bringing Prime Time into compliance with Crdering
Paragraph 6.d of D.96-08-034. Such agréement shall provide that Prime Time

shall complete, to the satisfaction of the Accounting & Finance Branch, all '
aspects of the financial filings reconciliation audit no later than July 1, 1997, or .
shall cease all operations under Prime Time’s CPCN as of that date.

Dated April 17, 1997, at San Francisco, California.

T K<

Gteven Kotz
Assigned Administrative Law Judge

Henry M. Duque
Assigned Commissioner

(FND OF ATTACHMENT A)
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BEFORE THE

PUBLIC UTILITIES COMMISSION
OF THE STATE OF GALIFORNIA

Order Instituting lnvesngat:on into the Passenger
Stage Corporation Operations of Prime Timé Shuttle
International, Inc.

Order Instltutmg lnvestugatlon and Otder to Show
Cause why Primé Timé Shuttlé Intérnational, Inc.'s
Certificate of Publi¢c Convéniénce and Necéssity
should not bé suspendeéd or revoked. -

19305004
(Filed May 7, 1993)

1. 95-07-001
(Filed July 6, 1895)

)
)
)
)
)
)
)
)
)
)
)
)

 PRIME TIME §HU'1“TL E INTER 'NATIONAL, ING,

HESPONSE TO JOINT RULlNG OF ASSIGNED COMMISSIONER
AND ASSIGNED ADMINISTRATIVE LAW JUDGE

Dated: April 29, 1997

John E. Kmdi Jr.
Chaifman

Prime Time Shutﬂe lnt l InG.
?955 San Fémando Road -
Sun Valley, CA 91352
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. BEFORE THE
PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

I. 93-05-004

Ocder Instituting Investigation into the Passenger ) _
(Filed May 7, 1993)

Stage Corporation Operations of Primeé Time Shuttle
International, Inc.

Cause why Primé Timeé Shuttlé International, Inc.’s (Fited July 6, 1995)
Certificate of Public Conveniéncé and Necessity

)
)
)
)
;
Order Instituting Invéstigation and Order to Show ) 1. 95-07-001
)
should not be suspended or revoked. )
)
)

PRIME TIME SHUTTLE INTERNATIONAL, INC,

RESPONSE TO JOINT RULING OF ASSIGNED COMMISSIONER
AND ASSIGNED ADMINISTRATIVE LAW JUDGE

As dirécted by the Joint Ruling of Assigned Commissioner and Assigned Administrative
Law Judge ("JOINT RULING"), dated April 17, 1997, Prime Time Shuttle International,
Inc. ("PRIME TIME"), respectfully submits its response.

The JOINT RULING otdered PRIME TIME to “show cause why its CPCN should not be
revoked for failure to comply with Ordeéring Paragraph 6.d of D.96-08-034." The JOINT
RULING provided for two options for doing so. PRIME TIME has chosen option 2.b of

the JOINT RULING which states:

2.b. "A complete and detailed agreement entéeréd into with the
Accounting & Finance Branch for bringing Prime Time into compliance
with Ordering Paragraph 6.d of D.96-08-034. Such agreement shall
provide thal Primie Time shall complete, to the satisfaction of the
Accounting & Finance Branch, all aspects of the financial fitings
reconciliation audit no later than July 1, 1997, or shall cease all operations
under Primie Time's CPCN as of that date.”

This agreement, as described in 2.b above, is attached and rarked as ExhibitA.-
Correspondence from the Accounting & Finance Branich ("A & F BRANCH"), as part of
PRIME TIME's communications with the A & F BRANCH, is attached and marked as

-1-
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Exhibit B.

Copies of this document have been served on all partiés of record.

Dated: April 29, 1997

JO KINDT JR.

Chal .

Primié Tme Shuttle lnternahbnal Inc.
7955 San Femando Road

Sun Vauey. CA 01352
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EXHIBIT A
AGREEMENT
Primé Time Shuttle International, Inc. (*PRIME TIME") shal complete, to the salslaction of
the Accounting & Finance Branch "A & £ BRANCH"), all aspects of the financial fifings

reconciliabion audit no later than July 1, 1997, or shall ceasa al opdratons under PRIME
TIME’s CPCN &5 of that date. '

The foliowing information shal be provided by PRIME TIME to the A & F BRANCH
beginning on May 21, a1 10.60 AM :

1.~ Working papers 1o tie in the balance sheet acocunt numbsrs from thé general
ledger to the annual report. ,

Verification of the revedue and expense amounts from the énhualteports and
working papers numbers to PRIME TIME's gonéral ledgess. Documentary suppont
on where PRIME TIME obtained the frumbers to détermine tévenuds from owner-
operatois will also be provided. ,

Thé persda who pfe’p:red the ivoddhg papéts te.g. PUCTBREC, PUCTBRE4) will
be available to explain adtations suth as *reconciled” and ‘unréconcited
differences®.

A written explanation and workshests supporting calcutations on “net revenue
adjustment to actual gross fares" and *offsét nét tevenue adjustments o actual
tjr0ss fares for payment lo subcarriérs®, .

A ravised 1695 annual 16pon 10 the Comimission 16 reflect data on calendar year
and nol fiscal year. Working papets/documentation to support how the numbers
were derived from general ledger and reported on all schedules contained in thé
annual tepon. ‘

The abdve information wili be provided to 2ee Wong of the A & F BRANCH in & manner
convéntent and acceptable to her, which may include providing the dotumantation 1o het
in hot San Francisco office, and meeting with het there. PRIME TIME wil &leo answér any
addtional questions she may have related to the teconciliation audit

Atthe conclusion of the audit, PRIME TIME's accountant wil providé & detalied
compliancs plan outiining the procedures for dase of reconcifiation of PRIME TIME's
fnancial fitings in the future, salisfactoty 16 her.

zx”’j?
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PAIME TIME will make eveiy etfort 1 cooperate with 2es Wong, and the A & F BRANCH,
1o complete the above In & reasonable and satisfactory fashion, butin 46 case shall this
bé later than July 1, 1967, subject ¥ further order from the assigned ALJ andfot
Commissionaer, - _ T

JOHN & KINDT, oR.
Chaikmar_/ .
Prime Timé Shutte Intl, knc.

Appfoved by:

ZEEWONG
Financial Exaridhet -
Accounting & Finance Branch
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' ’ Apcil 28, 1697

John E. Kindt, Président

Prime Time Shuttle Intemational, Inc.
25115 Avenus Stanford, Suite 230
Valencia, CA 91355

VIA FAX (805) 2957139

Dear Mr. Kindt:

This is in response o our telephoneé convérsation loday. As statedin

the Joint Ruling, you aré to have & detailed and compléte agwement with the
Accounting and Finance Branch. There are still much information that needs
to be provided by your company.

Your agreement needs to bé detailed and complete. The agreement needs to
address when you will pmwde & detailed compliance plan which outlines the
procedures for eaae of teconciliation of your financiatl filings in the future.

Secondly, | need the following information to complete the financial filings
réconciliation audit: _

For years 1992 to 1995:

1. 1need working papérs to tie in the balance sheet account numbers from the

 general lédger to the annual répon.

2. 1need to verify the revenue and expénse amounts from the annual feports
and working papers numbers to your general ledgecs. You néed to provide
documentary support on whére you obtained the numbeérs 1o determine
revenues from owner-opérators. _ ,

. You need to havé & person or persons who prépared the working papeérs
{6.9. PUCTBREC, PUCTBRE4) (0 éxplain entries. You need to haveé same
person available (o explain notations such a$ “reconciled™ and
‘unteconciled differencas”.

. In addition, you neéd o provide written éxplanation and worksheets
supporting calculations on "Net revenue adjustment to actual gross farés®
and *Offset nél révénue adj to actual gross fares for payment to subcarriers®

. You need to revisé your 1995 annual réport to the Commission to reflect data
on calendar yéar and not fiscal yeat. You need to provide working

papérsidocumentation to support how the numbers were derived from
general lodgér and reported on all schedules contained in the annual report.

28/10°'d R2rb £ St £€491 LGS!’BZ‘E_!::”
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Yousmodmemerlmedstostatewhal are agreeing to do and when
you are going to complets it e

»lmhwmmmlmwmmmm“

taking up my time including being out of town. 1 am willing to afiocate some time

Zéﬁﬁ};

to accommodate you. Iamavanlableforzs‘Sdaysdmhgthukof _
May 19, 1997. Youneedlblelmeknowﬁnma'nddateassoonaspossible

If you have any quéstions please contact me at (415) 703-2279. Iw:llbeinmy
office until Tussday, April 29, 1997.

Sm¢enely.

e
Accounting and Financeé Branch

(END OF ATTACHMENT B)

‘.

azpb 0L St
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*

’ BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Investigation into ' _
Investigation 93-05-004
(Filed May 7, 1993)

)
the Passenger Stage Corporation )
Operations of Prime Time Shuttle )
International, Inc. )
)
)
)

Ordet Instituting Inkugalnbn

and Order to Show Cause why Prime
Time Shuttle International, Inc."s
certificate of Public Convenience
and Necessity should not be

) Investigation 95-07-001
)
)
suspended or revoked. )
, 3

(Fited July 6, 1995)

ACCOUNTING & FINANCE BRANCH'S
- UPDATEON
RESULTS OF FINANCIAL RECOI\CILIATION AUDIT
IN COMPLIANCE WITH
~ DECISION 96-08-034 ORDERING AN AUDIT
OF PRIME TIME SHUTTLBE INTERNATIONAL, I\IC
DATED AUGUST 8, 1996

California Public Utilities Commission
Commission Advisory & Compliance Division
Accounting & Finance Branch
- 505 Van Ness Avenue
- ® . | | - San Francisco, CA 94102

' . July 1, 1997 Zee Wong, Financial Bxaminét
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The undersigned has been authorized to sign this document.

Dated: July 1, 1997 - Respectfully submitted,

ACCOUNTING & FINANCE BRANCH

By ZMM/

Zee Wong
Financial Exammer
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CALIFORNIA PUBLIC UTILITIES COMMISSION

Accounting and Finance Branch

UPDATE ON
RESULTS OF FINANCIAL RECONCILIATION AUDIT
OF |

" PRIME TIME SHUTTLE INTERNATIONAL; INC.

'By

 July 1, 1997

San Francisco
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FINANCIAL RECONGILIATION AUDIT OF |
PRIME TIME SHUTTLE INTERNATIONAL, INC.'S RECORDS

Summary

Prime Time Shuttle Intemationa}, In¢., (Prime Time) has not complied with
Ordering Paragraph 6.d. of Decision (D.) 96-08-034 (Ordering Paragraph).
Prime Time's response to its agreement with staff was incomplete. Therefore,
staff was unable to complete theé financial reconciliation audit. Furthermore,
Prime Time did not provide a compliance pl’ah outlining procedures for ease 6f

reconciliation in the future.

Background :

The stafi of the Accounling and Financé Branch (staff) filed its repont,
"Results of Financial Réconciliation Audit®, on Aprit 14, 1997. Stalf had reponted
that Prime Time did not respond to staff's repeated telephone calls and

~ ¢correspondence; therefore, staff's audit work was limited to the information
~ available in its files. Staff had concluded Prime Time did not comply with the
" Ordering Paragraph. | _

On April 17, 1997, the Commission issued & joint ruting by the assigned
Commissioner and Administrative Law Judge {Joint Ruling) ordering Prime Time
1o file no later than May 1, 1997, why its certificate of public convenience and
necessity (CPGN) should riot be févoked for failuré to comply with the Ordering
Paragraph as indicated in staff's repor. R

The Joint Ruling gave Prime Time two options to support showing of good
cause why its CPCN should not be revoked. Prime Time selected the following:

*A complete and detailed agreement entéred into with the Accounting &

Paragraph 6.d. of D.96-08-034. Such agréement shall provide that Pime Time
shali complete, to the satisfaction of the Aocount'fhg and Finance Branch, all
aspects of the financial filings reconciliation audit no later than July 1, 1997", or
shall cease all operations under Prime Time's CPCN as of that date.”
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On April 28, 1997, Prime Time contacted statf to develop a detaited
agreement. Staff furnished Prime Timsé a list of additional information needed to
complete the audit (Appendix A). Bésedbn this, Prime Time filed its agreement
with the Commission on April 29,1997 (Appendix B). The agreément stated that
Prime Time would provide additional information to staff on May 21, 1997,

On May 21, “ 1997‘ s'téiﬁ met with Prime Time's accountant to discuss the
contents of the agreemem Statf received some of the documentation but not all
items listed in the agreement . .

Since Prime Time's accounlanl indicated he only recently received a copy
of the agreemem staff extended the deadline to June 9, 1997, for him to provide

the additional documentatlon

- On June 9, 1697, Pame Tlme agam only fumished partial information.

Staff discussed with ane Time the dehclencies of the responsé. Staff gave
" Prime Timé a final déadline of Juné 16, 1997 (Appendax C). On June 16, 1997
Prime Timeé had only‘comphed with part of its agtéerent.
Staff's report is based on information recéived up to June 16, 1997.

' Sue of the Examinatwn
, Staff was able lo review only the documentation it had received up to
June 16, 1997. | - ;

Thesé weré the additi’onal nfecedhr‘es staff was able to complete that
previously could not be pérformed due to tack of cooperation from Prifne Time:
(1) Verified the tral balances to the general ledgers. |
(2) Obtained Prime Time’s explanation to following items:

| (a) Vanous notations includmg reconciled and unréconciled d:fferences
(b) Reclassification of amounts
(c) Apparent double réporting of revenues.
(3) lntemewed Prime Time on how it transtated revenues from net of owner
‘ operator révenues to gross revénues. ,
4) P_amally reconciled the 1995 Annual Report to Prime Timefs records.
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' Resulls of Examination ~
’ Primeé Time provided staff its géneral ledgers 10 verify the accuracy of the
amounts on the working papers that supported the annual reports. Staff was
able lo trace the numbers for only the income stalement accounts.

Prdme Time still could not provide documentation to support the balance
sheet and other schedules in the annual report. Prime Time had explained to
staff that because it is on a fiscal year ending September 30 period, it is difficult
to report on a calendar yéar ending December 31 period. The difficulty sternmed
from the acéounting adjustments that no'nnally were made at year-end. Sincé
the Commission required annual reports 6n a calendar yeéar basis, Prime Timé
would have 16 make “paper adjustients® because Prime Time would not

incorporalé them in its accounting récords.

Despite Prime Time's explanations, it still could not provide detailed
working papers to provide a clear audit traif from the September 30 balance
account balances 10 the reported amounts in fhe_annual reports 1o the
Commission. Staff had advised Prime Time of this dérﬁciency on April 14,

April 28, May 21 and June 9. Prime Time finally informed staff that "no
workpaper reconciliation was prépared.” A

Inits June 16™ response to staff, Prime Time stated, “if in fact the PUC
feels it is absolutely necessary that PTSI complete a balance sheel reconciliation
workpaper,” the shortest time-frame to complete it would be approximately one
week. Staff has been reviewing information from Prime Time piece-meal, has
exténded the deadlines, and has given Prime Time adequate notice of this
deficiency. Primé Time is still deficient in complying with staff's request for the
reconciliation 6f balance sheet accounts.

Staff is satisfied with Prime Timeé's explanation on staff’s questions of
notations on the working papers. Staff also is satisfied with Prime Time's
explanation on the relationship of revenues from net of owner operators to gross
revenues.

Prime Time resubmitted its 1995 Annual Report based on the
Commission-required year ending Deceérnber 31 period format. Staff was able to
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verify and trace the income statement accounts {rom the annuat report to the trial
balancé to the general ledger, Staff is assured the data aré supported by the
accounting récords. However, Prime Timé remains deficient on the balance
sheetl schedule. In facl, Prime Time left out that page in its annual repont filing.

Staff could not complete the following major procedure due to Prime
Time's incomplete response:

Reconcile the balance sheets o the 1992-1995 annual reports,

trial balancés, and income tax returns.

In addition, Prime Time still did Aot prepare a compliance plan outlining
procedures for éase of reconciliation in fhe: future.

In summary, staff can attest to only the accuracy of thé income statement

accounts.

Recomimendations

Staff's recémmendations remain Uh‘changed from the previous répont. They are
as follows: | '

1. Prime Time needs to maintain wmkinﬁ papers and any other underlying
documentation to support all dafa in the annual reports to the Commission.

2. Annual reports to the C()mm_i'ssion' should be reponed on a calendar year
basis. o v ,

3. Prirne Time should maintain documentation that provides a clear audit trail to
support fevenues from the accounting records to the PUCTRA quarterly
retums. This includes documentation to substantiate revenues génerated by

the owner-operators.
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PUBLIC UTILITIES COMMISSION o

503 VAN ESS AVENUE )

FEANCISCO, €A $4102-3258
’ April 28, 1997

Joha E. Kindt, President

Prime Time Shuttle International, Inc.
25116 Avenue Stanford, Suite 230
Valencia, CA 91355

VIA FAX (805) 295-7139

Deat Mr. Kindt:

This is in response to out telephone conversation today. As stated in

the Joint Ruling, you are to have a detailed and complete agreement with the
Accounting and Finance Bianch, There are slifl much information that needs
lo be provided by your company.

Your agreement needs 16 be detailed and complele. The agreement neeéds 1o
address when you will provide a detailed compliance plan which outlinés the
procedures for ease of reconciliation of yout financial filings in the future.

Secondly, | néed the following information to wmplele the financial filings
reconciliation audit:

For yéars 1992 to 1995:

1. Ineed working papers o tie in the balance shéet account numbers from the

general ledger to the annual report.

2. Ineed 10 verify the révenue and expense amounts from the annual feporis
and working papers numbers to your general ledgers. You need to provide
documentary support on where you obtained thé numbers to determine
revenués from owner-opeérators.

. You need lo have a pérson or persons who prepared the working papers
(e.9. PUCTBREC, PUCTBREA4) 16 explain entries. You need to have same
person avaifable to éxplain notations such as "téconciled* and
‘unreconciled differences®. . '

. In addition, you need to provide writlen explanation and worksheels
supporting calculations on *Net revenue adjusiment to actual gross fares®
and *Offset net revenue adj to actual gross fares for payment to subcarriets®

. You néed to revise your 1995 annual féport t6 the Commission to refiect data
on calendar year and not fiscal year.  You néed to provide working
papersidocumentation to support how the numbeérs were derived from
general ledger and reported on all schedules contained in the annual report.
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Your signed agreement needs to slate what you are agreeing to do and when
you are going to oomplele it. .

As | stated in our telephone conversahon l havé othér assignments that are
taking up my time inc!udmg being out of town. | am w:lhng {o allocate some time
to accomimodats you. |am available for 2-3 days during the week of

May 19, 1997. You need to Iet me know the time and dale as soon as p055|ble

fyou have any questions pleass oontacl mé at (415) 703 2279 | wnl be in my
office unti! Tuesday. Apiil 29, 1997.

Sincerely,

Zee Wong, Fmancial Examiner
Accounting and Finanée Branch
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APPENDIX B

’ EXHIOIT A
AGREEMENT
Prime Timé Shutye international, Inc. (“PRIME TIME") shal complete, to the salslattion of
the Accounting & Finance Branch "A & F BRANCH"), all aspects of the financia) fiings

(econciliation auditno later than July §, 1997, of shall cease alt oporations undet PRIME
TIME's CPCN a5 of tha! dale.

1.93-05-004, 1.95-07-001

Thé following information sha be ptovided by PRIME TIMEto tho A& F BAANCH
beginning on May 21, at 10.00 A M-

1. Working papeis 10 tein the balance sheet acocunt numbers from thée general
ledger to the anaual repont :

Verifcation of the revaaue and oxpenss amounts from the annual teports and
working papérs aumbers to PRIME TIME's géneralledgers. Documentary suppon
onwhere PRIME TIME obtained the aumbers lo délermine tévenuds from owner-
operators will also te ptovided.

The person who ptepared the v}ofking papets (e.9. PUCTBREC, PUOTBR'E‘I) will

ba avatable to explain notations such as *reconciled” and *untacontiied
differgnces".

A writtén explanation and worksheals Supporting caleulations on ‘adtrevenue
adjustment 16 actual gross fares* and “offsét nel revenue adjustments o actua!
yross fares for payment Lo subcarriers®.

A revised 1995 annual 1oport to the Cormission 1o teflect data on calendar your
and notfiscal year. Working papers/documentaton to suppoct how the numbaets
were derived from generalledget and teported on all schedules contained In the
annual repon.

The above infoimation will be ptovided to 2eé Wong of the A & F BRANCH in a manner
conventent and accéeptadle to her, which Mmay includé providing the dotumantation to het
in het San Francisco office, and meeting with her thete. PRIME TIME wiil &ls0 answer any
addtional questions she may have related to the 1econcHiation audit

Atthe conclusion ol the audit, PRIME TIME’s accountant will provide a detalied
oémpliance plan outiining the ptocedutés for 98s¢ of reconcifiation of PRIME TIME's
financial fiings in the futute, salistactofy 1o her.
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June 12, 1997 VIA FAX (805) 2954914

Mike Michno, Accounting Manager
Prime Time Shuttle International, Inc.
25115 Avénue Stanford, Suite #230
Valencia, CA 91355

Dear Mike,

This is to inform you that L have left telephone méssages to you on the following
dates: May 30, June 3, June 5. You returned my telephone calls on June 9,
1997. Again, | left telephone messages to you on June 10 and June 11. As of
today | have not heard from you. ‘

On May 21, 1597, you agreed to provide mé additional source documents and

working papers by June 9, 1997. However, on June 9, 1 only received a copy of

the 973094 and 8/30/95 general ledger and coples of your quarterly report work

papers. Yout fesponse is significantly incomplete. As | had discussed with you

and Stephen Johnston on May 20, 1897, Prime Time has been well aware since
- mid-Aprit of my remaining questions.

$incs | have not heard from you, you are adviséd that, if | do not tecéive the
remaining documentation by Monday, Juné 16,.1997, at 12 noon, § will limit my

teview o the documents on hand.

You may reach me at (415) 703-2279. Foryouf convenience, my fax number is
(415) 7034426, , . ,

Sincerely,

Z//,?——

Zee Wong, Financial Examiner
Accounting & Finance Branch

cc: John Kindt
Stephen Johnston

(END OF ATTACHMENT C)




