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SUMMARY OF PRINCIPAL ISSUES

The main purpose of this review was to identify and analyze
trends in the fiscal condition and operational performance of
California public bus operators statewide and trends in the vehicle
maintenance performance of eight California public bus operators. In
addition, we reviewed private sector participation in the transit
operations of the eight bus operators. Further, we reviewed the driver
hiring and training practices and the procurement practices of four of

the eight bus operators.

BACKGROUND

PubTic transit systems provide transportation services to the
public on a vregular and continuing basis. Recognizing that an
efficient and orderly movement of people within urban areas is
necessary to the welfare and the vitality of the public, both the
federal and state governments provide subsidies to transit operators in
California. In addition, transit operators receive subsidies from
local taxes. In fiscal year 1987-88, 109 transit operators provided
bus service in California and served approximately 842 million
passengers. These 842 million passengers represent 75.9 percent of the
1.11 billion passengers carried by public transit statewide in fiscal
year 1987-88. (Because this report includes technical terms related to

public transit, we have provided a glossary as an appendix.)
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THERE WAS NO NOTABLE DECLINE IN THE
FISCAL OPERATIONS OF PUBLIC BUS OPERATORS

Although total operating costs for bus service provided by
transit operators statewide increased slightly more than operating
revenues and subsidies from fiscal year 1984-85 through fiscal year
1987-88, generally, there was no notable decline in the fiscal
operations of operators. Specifically, operating costs statewide
increased 13.1 percent, which 1is slightly more than the 11.8 percent
increase in operating revenues and subsidies statewide. For the same
period, the statewide consumer price index (CPI) increased
12.3 percent. In addition, operating revenues and subsidies for 36
(60 percent) of the 60 operators increased faster than operating
costs. Further, 42 (70 percent) of the operators had surpluses or
balanced budgets 1in both fiscal years 1984-85 and 1987-88. Nearly
90.0 percent of the total operating cost increase for operators
statewide is explained by a 16.4 percent increase in wages and
benefits. Although Tlarger operators spent proportionately more for
wages and benefits in fiscal year 1987-88 while smaller operators spent
proportionately more on purchased transportation and services, the cost
of wages and benefits increased an average of 24.1 percent for smaller
operators from fiscal year 1984-85 through fiscal year 1987-88. This
increase was substantially more than the 15.6 percent increase in these
costs for the Targer operators. In addition, in fiscal year 1987-88,
the transit operators statewide relied on federal and state subsidies
to a Tesser extent and on passenger fare revenue and Tocal
Transportation Development Act (TDA) subsidies to a greater extent than
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they did in fiscal year 1984-85. For the larger operators, more
funding came from passenger fare revenue and less came from Tocal TDA

subsidies than it did for the smaller operators.

TRENDS IN THE PERFORMANCE
OF PUBLIC BUS OPERATORS

The TDA requires that all public transit operators use five
performance indicators to measure the efficiency and effectiveness of
their operations. These indicators are based upon five types of
statistics: number of passengers, operating costs, vehicle revenue
hours, vehicle revenue miles, and number of employees. Using the TDA
statistics we determined that, from fiscal year 1984-85 through fiscal
year 1987-88, the number of passengers for public bus operators
statewide decreased 11.6 percent while service, as measured by vehicle
revenue miles, increased 0.5 percent. Further, operating costs
statewide increased 13.1 percent. For most of these statistics, we
noticed a relationship to operator size. Specifically, from fiscal
year 1984-85 through fiscal year 1987-88, for the T1larger transit
operators, the number of passengers decreased 13.5 percent, vehicle
revenue miles decreased 1.8 percent, and operating costs increased
11.5 percent. In contrast, for the smaller transit operators, the
number of passengers increased 6.9 percent, vehicle revenue miles

increased 8.9 percent, and operating costs increased 24.7 percent.
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Also, using the TDA indicators, we determined that, from
fiscal year 1984-85 through fiscal year 1987-88, operating costs per
passenger increased 30.2 percent, more than the 12.3 percent increase
in the statewide CPI; however, operating costs per vehicle revenue hour
increased 7.0 percent, which is Tless than the increase in the CPI.
Moreover, passengers per vehicle revenue hour decreased 15.8 percent,
passengers per vehicle revenue mile decreased 11.1 percent, and vehicle
revenue hours per full-time equivalent (FTE) employee decreased

0.6 percent.

In addition, from fiscal year 1984-85 through fiscal year
1987-88, public bus operators statewide drove 5.1 percent more vehicle
revenue hours even though they drove only 0.5 percent more vehicle
revenue miles. Increased traffic congestion is a factor that appears
to have influenced the difference in the rates of increase between
vehicle revenue hours and vehicle revenue miles. Because increased
traffic congestion may influence vehicle revenue hours as a measure of
service, we also used vehicle revenue miles, which are also a measure
of service and appear to be less influenced by traffic congestion. We
then calculated and analyzed operating costs per vehicle revenue mile,
vehicle revenue miles per FTE employee, and vehicle revenue miles per
vehicle revenue hour (average speed), which are not TDA-related
performance indicators. From fiscal year 1984-85 through fiscal year
1987-88, operating costs per vehicle revenue mile increased
11.3 percent, vehicle revenue miles per FTE employee decreased
5.0 percent, and vehicle revenue miles per vehicle revenue hour

decreased 4.3 percent.
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Finally, because neither the larger nor the smaller operators
consistently followed the statewide trends in performance indicators
over the four-year review period, we determined that trends were not
related to operator size. However, in fiscal year 1987-88, we did note
a relationship between operator size and most performance indicators.
For example, the T1larger operators had Tlower operating costs per
passenger and higher operating costs per vehicle revenue hour and

vehicle revenue mile than smaller operators had.

VEHICLE MAINTENANCE COSTS INCREASED FOR
SEVEN OF EIGHT PUBLIC BUS OPERATORS WHILE
MOST OF THE OPERATORS’ VEHICLE MAINTENANCE
PROGRAMS APPEARED TO BE IMPROVING

From fiscal year 1984-85 through fiscal year 1987-88, the
total costs of vehicle maintenance at seven of the eight operators we
reviewed in more depth increased while most operators reduced the size
of their total fleets, and the average age of most operators’ fleets
increased. The increase in vehicle maintenance costs, coupled with the
general reduction in fleet size, resulted in seven of the eight
operators having increases 1in their vehicle maintenance costs per bus

that exceeded the increase in the CPI for their respective areas.

In addition, as a vresult of the greater increase in vehicle
maintenance costs relative to smaller increases in the total number of
miles driven, the vehicle maintenance costs per vehicle mile increased

at three of the four Tlarger operators and three of the four smaller
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operators we reviewed. For four of the eight operators, the increases
in vehicle maintenance costs per vehicle revenue mile exceeded the
increase in the CPI for their respective areas. These increases in
vehicle maintenance costs are partially explained by the fact that the
operators generally drive an older fleet of buses increasingly more
miles. Older buses with higher mileage often require more maintenance,

such as the replacement of engines and transmissions.

Moreover, some operators increased or enhanced their routine
vehicle maintenance service and inspections, thus, increasing their
costs. Finally, the mileage intervals between road calls due to
mechanical failure increased for six of the eight operators, indicating
that increased vehicle maintenance costs may have had a positive effect

on operators’ maintenance programs.

THREE OF FOUR PUBLIC BUS OPERATORS
DID NOT ALWAYS FOLLOW A
COMPETITIVE PROCUREMENT PROCESS

In our review of the competitive procurement practices of four
transit operators, we determined that three transit operators did not
always provide for competitive procurement of materials, supplies, and
services. Out of a total of $38,823,888 in procurements that we
reviewed for four transit operators, we determined that, during fiscal
year 1987-88, three operators spent $2,022,778 for procurements without
obtaining competitive bids or price quotes. However, the intent of
federal and state requirements for transit operators is to provide for
a competitive procurement process.
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When transit operators do not obtain competitive bids or price
quotes, they may not always purchase materials, supplies, and services
at the Towest possible cost and they do not afford all vendors an
opportunity to obtain the operator’s business. Further, transit
operators that fail to follow federal procurement requirements

jeopardize their eligibility for federal subsidies.

INFORMATION ON PRIVATE SECTOR
PARTICIPATION IN THE PROVISION
OF PUBLIC BUS SERVICE

The federal government encourages transit operators receiving
Urban Mass Transportation Administration (UMTA) funds to contract with
private contractors to operate public bus service. Of the eight
operators we vreviewed in more depth, two contracted with private
contractors to provide bus service in fiscal year 1987-88. In
addition, in the same year, the six operators that provided
demand-response service contracted with private contractors to provide
most of this service. (For all eight operators, bus service was
99.2 percent of both types of service.) Finally, in reviewing the
UMTA’s most recent evaluations of four of the eight operators, we found
that the operators complied with the private sector participation
requirements cited in the UMTA Circular 7005.1 even though the
operators had contracted with private contractors for very little of
the total cost of providing transit service. (Contracted service
accounted for 1.7 percent of the eight operators’ total costs of

providing the two types of transit service in fiscal year 1987-88.)
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BUS DRIVER HIRING AND TRAINING PRACTICES
AND OTHER RELATED INFORMATION

In our review of the hiring and training practices of four
public transit operators and the private contractor with which one of
these public operators contracted, we noted practices common to all
four operators and the contractor. For example, their hiring practices
required applicants to have reached a minimum age, to possess a valid
California driver’s license, to provide a driving history printout from
the California Department of Motor Vehicles, and to undergo a physical
examination (including a substance abuse test) and a criminal history
check. We also found common elements in the four operators’ and the
contractor’s initial training programs for student bus drivers, such as
classroom instruction, training on a bus, progress tests, and written

examinations.

Although the initial training programs for student bus drivers
were similar for the operators and the contractor, there were some
differences in the operators’ and the contractor’s remedial and
advanced training programs for bus drivers. For example, three of the
operators and the contractor vrequired bus drivers to take a remedial
course after having one or two preventable accidents, and two of the
public operators required their bus drivers to complete training
courses in interpersonal skills. Some of the public operators and the
private contractor also required drivers to complete remedial courses
whenever driving skill deficiencies were noted or when the operator or
private contractor received a complaint against the driver.
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Further, in reviewing data on preventable accidents, we noted
that, from fiscal year 1985-86 through fiscal year 1987-88, the number
of preventable accidents decreased slightly for all three of the
operators for which we had complete data. Finally, we noted that bus
driver wage and benefit payments varied among the four operators and

the contractor during fiscal year 1987-88.

RECOMMENDATIONS

To ensure that increased traffic congestion does not adversely
affect the measurement and evaluation of transit performance, the
Legislature should amend the California Public Utilities Code to add
operating costs per vehicle revenue mile, vehicle revenue miles per
full-time equivalent employee, and vehicle revenue miles per vehicle

revenue hour (average speed) to the existing performance indicators.

The three operators that did not always follow a competitive
procurement process should adhere to all applicable federal and state
competitive procurement requirements to consistently obtain materials,
supplies, and services economically and to afford more vendors the

opportunity to obtain the transit operators’ business.
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AGENCY COMMENTS

The eight public bus operators we reviewed generally concurred
or did not disagree with the information and findings in the report.
One Tlarger operator had comments on our recommendation to amend the
California Public Utilities Code to add performance indicators based
upon vehicle revenue miles. Another Targer operator did not fully

agree with our finding regarding its procurement practices.
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INTRODUCTION

The main purpose of this review was to identify and analyze
trends in the fiscal condition and operational and vehicle maintenance
performance of a selected number of public transit operators and public
transit operators statewide. We have divided this report into two
volumes. Volume 1 contains information on the fiscal and operational
trends among the public transit operators statewide. It also contains
information on vehicle maintenance trends for eight operators we
reviewed in more depth. Moreover, for certain operators, it contains
information on procurement practices; private sector participation in
the provision of public transit services; ahd bus driver hiring and
training practices, preventable accidents, and wages and benefits.
Volume 2 of this report presents more detailed information on the eight
individual operators that we reviewed in more depth. Because this
report includes technical terms related to public transit, we have

provided a glossary of terms as an appendix.

Public transit systems provide transportation services to the
public on a regular and continuing basis. Public transit has served
the citizens of California for over a century. In California, public
transit operators include transit districts, municipal operators, and
transit development boards that provide bus, van, rail, ferryboat, and
other services. This review is concerned with scheduled bus service

(bus  service) except in Chapter V, where we also discuss
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demand-response  service. Transit operators provide bus service
according to a regular schedule over a prescribed route while they
provide demand-response service in response to requests from the public
for transportation that is not available on regularly scheduled

routes.

0f the various forms of public transit, bus service is the
most widely wused. In fiscal year 1987-88, 109 operators in California
provided bus service and carried approximately 842 million passengers.
These 842 million passengers represent 75.9 percent of the 1.11 billjon
passengers carried by public transit statewide in fiscal year 1987-88.
While the number of passengers using all forms of public transit
statewide declined 4.9 percent from fiscal year 1984-85 through fiscal
year 1987-88, this overall decline is, in part, due to a 10.2 percent
decrease 1in the number of passengers using bus service. However, over
the same period, the number of passengers using light rail and trolley
bus services increased 22.6 percent. To the extent that bus and light
rail compete for the same passengers, Tlight rail could result in a

decrease in the number of bus service passengers carried statewide.

Both the federal and state governments recognize that an
efficient and orderly movement of people and goods within urban areas
is necessary to the welfare and the vitality of the public. 1In
addition, because urban areas often transcend the boundaries of local
jurisdictions, the planning of wurban transportation systems must be

coordinated at a Tlevel higher than each individual local government.
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As a vresult, both the federal and state governments provide financial
support for the planning and development of regional public transit

systems.

In 1964, the United States Congress found that federal efforts
to solve other urban problems were jeopardized because the existing
public transit system was deteriorating and no longer adequate. As a
result, the federal government enacted the Urban Mass Transportation
Act of 1964 to provide financial assistance for the development of
efficient and coordinated public transit systems. This assistance
includes grants and loans to states and 1local public entities to
finance the acquisition, reconstruction, and improvement of public
transit facilities and equipment in urban areas. Recipients of these
federal funds annually submit statistics regarding their transit
operations to the Urban Mass Transportation Administration (UMTA) in
reports called Section 15 reports. To receive the federal funds, urban
areas must have a continuing, cooperative, and comprehensive
transportation planning process that results in plans and programs
consistent with the planned development of the urban areas. As a
result, the State established and the federal government recognized
metropolitan planning organizations as forums for making cooperative

transportation decisions.

Similarly, in 1971, the California Legislature concluded that
public transit is an essential component of a balanced transportation

system, which must be developed and maintained to permit an efficient
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and orderly movement of people and goods in the wurban areas of
California. The State enacted the Transportation Development Act
(TDA), Public Utilities Code, Section 99200 et seq., which provides
funding to public transit operators through 43 regional transportation
planning agencies (RTPAs). Each statutorily created RTPA, which is
either an agency, council of government, or Tlocal transportation
commission, distributes the funds to recipients in the counties under

jts jurisdiction.

In addition to the RTPAs, there are county transportation
commissions 1in four counties--Los Angeles, Orange, San Bernardino, and
Riverside--and one metropolitan transit development board in San Diego
County that must give prior approval to all TDA distributions made by
the RTPA covering their service areas. Recipients of TDA funds must
annually report statistics relating to their transit operations to the
State Controller’s Office in an annual report of financial

transactions.

An increased demand for public transit services may occur as a
result of increased concern about air quality in urban areas. The
South Coast Air Quality Management District adopted Regulation XV,
which became effective 1in 1988 and is intended to improve air quality
in Southern California by requiring employers of 100 or more employees
per work site to develop and implement a plan to increase the average

number of passengers per vehicle driven to work.

Vol. 1 i-4



SCOPE_AND METHODOLOGY

The main purpose of our review for this volume of the report
was to identify and analyze trends in the fiscal condition and
operational performance of public transit operators statewide and also
trends in the vehicle maintenance performance of a selected number of
public transit operators. Moreover, for certain operators, this volume
contains information on procurement practices; private sector
participation in the provision of public transit services; and bus
driver hiring and training practices, preventable accidents, and wages

and benefits.

For the financial chapter (Chapter I) of this volume, we
compiled financial information on bus service for transit operators
statewide for fiscal years 1984-85 and 1987-88. We were able to
isolate financial data related to bus service for only 60 of the 109
bus service operators statewide. To analyze financial, operational,
and vehicle maintenance performance trends, we compared changes in
transit costs and cost-related indicators with inflation, as measured
by changes in the consumer price index (CPI). Although there may be
limitations inherent in this comparison, it provides an indication of
an operator’s performance compared with the effect of inflation during
our review period. In addition, we observed that transit operators
themselves use changes in the CPI as a basis for comparing changes in
transit costs. We obtained both statewide and area-specific CPI data

from the U. S. Department of Labor, Bureau of Labor Statistics. We
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also conducted analyses to determine if there was a statistical
relationship between the size of operators and various financial data.
We did not review the various regulations, policies, or procedures
regarding the allocation of federal, state, or local subsidies or the

allocation practices of the various governmental entities.

For the performance chapter (Chapter II) of this volume, we
compiled information on the operational performance of bus service
operators statewide for fiscal years 1984-85 and 1987-88. Further, we
conducted analyses to determine if there was a statistical relationship
between operator size and performance indicators, including those
required by the TDA. The number of operators statewide varies from 60
to 97 for performance statistics and indicators because data were not
always available for all the operators that provide bus service in

California.

However, when we attempted to analyze vehicle maintenance
trends for bus service operators statewide for the vehicle maintenance
chapter (Chapter III) of this volume, statewide data were not
available. Therefore, for the period from fiscal year 1984-85 through
fiscal year 1987-88, we analyzed vehicle maintenance trends for eight

operators we reviewed in more depth.

Because transit operators in any specific area are affected by
numerous variables such as geography, economy, and local laws, accurate

comparisons of the fiscal condition and operational and vehicle
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maintenance performance of operators are not possible. Therefore, in
this report, we did not attempt to compare operators with each other.

Instead, we compare operators against their own performance over time.

To calculate data for statewide operations for the financial
and operational performance chapters of this volume, we combined the
data we collected for the eight operators with statistics reported to
the State Controller’s Office by other bus service operators in the
State. Also, we analyzed the eight operators we reviewed in more depth

for the possible causes of various statewide trends.

In addition, for the financial and operational performance
chapters, we identified statewide trends that differed between larger
operators and smaller operators. We classified operators statewide
according to the number of passengers carried by the operator in fiscal
year 1987-88. For each group, we identified financial and operational
performance trends. Moreover, for the vehicle maintenance chapter, we
identified trends that differed between larger operators and smaller
operators for the eight operators we reviewed in more depth. We based
the size classification of operators on the number of passengers
served. For the purpose of this review, we defined larger operators as
those operators serving at Tleast 10 million passengers annually and
smaller operators as those serving fewer than 10 million passengers

annually.



For the chapter on procurement practices (Chapter IV) of this
volume, we vreviewed in greater detail the four larger operators of the
eight we reviewed in more depth. We determined whether the four Tlarger
operators followed a competitive procurement process when purchasing
materials, supplies, and services. We did not compile data for the

four smaller operators because of time constraints.

For the chapter of this volume on private sector participation
(Chapter V), we reviewed records of the eight public transit operators
we reviewed in more depth to determine the extent to which they
contracted with private companies to provide bus service and
demand-response service. In addition, we reviewed the UMTA’s most
recent evaluations of four of the eight operators to determine whether,
according to the UMTA, the operators complied with the UMTA’s

requirements for privatization.

Finally, for the chapter of this volume where we present
information on bus driver hiring and training, preventable accidents,
and wages and benefits (Chapter VI), we reviewed in greater detail the
four 1larger of the eight operators we reviewed in more depth. For the
private contractor of one of the operators, we also presented
information on bus driver hiring and training programs and wages and
benefits. We did not compile data for the four smaller operators

because of time constraints.
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In selecting the sample of eight operators for our review, we
chose four from Northern California--the Alameda-Contra Costa Transit
District (AC Transit), the San Mateo County Transit District
(SamTrans), the Stockton Metropolitan Transit District (SMART), and the
City of Vallejo (Vallejo)--and four from Southern California--the
Southern California Rapid Transit District (SCRTD), the San Diego
Transit  Corporation (SDTC), Omnitrans, Tlocated in San Bernardino
County, and the Torrance Transit System (Torrance). These eight
operators served 529 million (62.8 percent) of the 842 million people
who used bus service in California during fiscal year 1987-88.
Table 1i-1 shows the eight operators we reviewed, the number of
passengers they served, and their operating costs for fiscal year

1987-88.
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TABLE i-1

NUMBER OF PASSENGERS AND OPERATING COSTS
FOR EIGHT PUBLIC TRANSIT OPERATORS
FISCAL YEAR 1987-88

Number of Operating

Transit Operators Passengers Costs
Southern California

Rapid Transit District 416,634,000 $508,342,000
Alameda-Contra Costa

Transit District 57,224,000 122,310,000
San Diego Transit

Corporation 26,434,000 40,615,000
San Mateo County

Transit District 18,048,000 34,544,000
Omnitrans, located in

San Bernardino County 3,865,000 10,954,000
Torrance Transit System 2,797,000 5,789,000
Stockton Metropolitan

Transit District 2,565,000 5,719,000
City of Vallejo 1,323,000 2,072,000

Total 528,890,000 $730,345,000

Sources: Section 15 vreports of the Urban Mass Transportation
Administration and the annual report of financial
transactions of transit operators to the State Controller’s
Office for fiscal year 1987-88.

For the eight operators we reviewed in more depth, we obtained
financial and operational performance information from the annual
reports of financial transactions of transit operators submitted by

operators to the State Controller’s Office; the Section 15 reports
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submitted by operators to the UMTA; and the operators’ audited
financial statements. The information presented in this report was not
audited by wus. Because the figures occasionally differed among
sources, we consulted with the operators to determine the reasons for
the differences and, then, identified the most accurate data to use for
our analyses. Thus, sources of data may vary from operator to
operator. Moreover, the percent changes and unit changes that we
present are calculated using the first and last years of our review
period. Finally, because the SCRTD bases its fiscal year on 364 days
rather than the normal 365 days, every five or six years the SCRTD must
include 53 weeks rather than the normal 52 weeks in a fiscal year.
This was the case in fiscal year 1987-88. To compare the SCRTD’s
information for fiscal year 1987-88 with the SCRTD’s information for
the other years in our vreview, with the exception of preventable
accident information in Chapter VI, we prorated the SCRTD’s 1987-88

figures.
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ANALYSIS
I

THERE WAS NO NOTABLE DECLINE IN THE
FISCAL OPERATIONS OF PUBLIC BUS OPERATORS!

Although total operating costs for bus service provided by
transit operators statewide increased slightly more than operating
revenues and subsidies from fiscal year 1984-85 through fiscal year
1987-88, generally, there was no notable decline in the fiscal
operations of operators. Specifically, operating costs statewide
increased 13.1 percent, which 1is slightly more than the 11.8 percent
increase 1in operating revenues and subsidies statewide. For the same
period, the statewide consumer price index (CPI) increased
12.3 percent. In addition, operating revenues and subsidies for 36
(60 percent) of the 60 operators increased faster than operating
costs. Further, 42 (70 percent) of the operators had surpluses or
balanced budgets in both fiscal years 1984-85 and 1987-88. Nearly
90.0 percent of the total operating cost increase for operators
statewide 1is explained by a 16.4 percent increase 1in wages and
benefits. Although Targer operators spent proportionately more for
wages and benefits in fiscal year 1987-88 while smaller operators spent
proportionately more on purchased transportation and services, the cost
of wages and benefits increased an average of 24.1 percent for the

smaller operators from fiscal year 1984-85 through fiscal year

lSee the Appendix for definitions of technical terms used.
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1987-88. This increase was substantially more than the 15.6 percent
increase in these costs for the Tlarger operators. In addition, in
fiscal year 1987-88, the transit operators statewide relied on federal
and state subsidies to a lesser extent and on passenger fare revenue
and local Transportation Development Act (TDA) subsidies to a
greater extent than they did in fiscal year 1984-85. For the Targer
operators, more funding came from passenger fare revenue and less came

from local TDA subsidies than it did for the smaller operators.

BACKGROUND

Transit operators receive operating subsidies from federal,
state, and local sources. Operators receive federal subsidies from the
Urban Mass Transportation Act and state subsidies from sources that may
include the State Transportation Assistance Fund. The major local
subsidy 1is the one-quarter cent sales tax collected under the TDA.
Also, some transit operators receive other Tocal subsidies including,
in some counties, an additional one-half cent sales tax approved by
local voters. In addition to receiving operating subsidies, transit
operators also earn income (revenues). Transit operators’ major source
of revenues is passenger fares while other revenues may include

interest and revenue from advertising.
Transit operators statewide incur operating costs that may
include wages and benefits for bus drivers, bus maintenance employees,

and administrative staff. Operators also may pay for materials,
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supplies, and services that are required to maintain and operate their
buses and facilities. In addition, some operators contract with other
public or private transit operators to provide portions of their bus

services.

The TDA requires transit operators to report fiscal
information to the State Controller’s Office annually. In addition,
the federal government requires transit operators receiving federal
transportation grants to report their financial condition to the Urban
Mass Transportation Administration (UMTA) annually in reports called
Section 15 reports. Further, state 1law requires that each transit
operator undergo an independent financial audit each year. For this
review, we compiled financial information on bus service from a
combination of these sources for 60 transit operators statewide for

fiscal years 1984-85 and 1987-88.

In addition to our analysis of the financial operations of 60
operators in total, we analyzed some financial statistics and statewide
trends for transit operators according to the size of transit
operators, as measured by the number of passengers they served in
fiscal year 1987-88. Consequently, we divided the operators into two
groups. Six of the 60 operators we classified as larger operators
(serving 10 million or more passengers in fiscal year 1987-88), and 54
we classified as smaller operators (serving less than 10 million
passengers in fiscal year 1987-88). Among the eight operators we
reviewed in more depth, four were Tlarger operators and four were
smaller operators.
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TRENDS IN TRANSIT OPERATORS’
OPERATING COSTS

From fiscal year 1984-85 through fiscal year 1987-88, total
operating costs for bus service provided by 60 transit operators
statewide increased 13.1 percent, slightly more than the operators’
11.8 percent 1increase in operating revenues and subsidies. This cost
increase was slightly more than the 12.3 percent increase in the
statewide CPI. However, the financial operations of most operators did
not decline because, in fiscal years 1984-85 and 1987-88, 42
(70 percent) of the 60 operators had either balanced budgets or
operating surpluses while 18 (30 percent) of the 60 operators had

operating deficits.

In addition, total operating costs for the 60 transit
operators in fiscal year 1987-88 exceeded total operating revenues and
subsidies by  $6,889,000. However, if we eliminate one Tlarger
operator’s $13,438,000 operating deficit in that year, the remaining 59
operators had a total operating surplus of $6,549,000 in fiscal year
1987-88. Moreover, operating revenues and subsidies for 36
(60 percent) of the operators increased either more or at the same rate
as the operators’ costs. Further, the number of operators that had
operating deficits (18) in fiscal year 1987-88 remained the same as in
fiscal year 1984-85. Finally, although transit operators’ total
operating costs increased slightly more than the statewide CPI from

fiscal year 1984-85 through fiscal year 1987-88, the amount of service
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provided over the same period by these operators also increased.
Specifically, from fiscal year 1984-85 through fiscal year 1987-88, 44
(73.3 percent) of the 60 operators increased vehicle revenue miles

while 16 (26.7 percent) decreased vehicle revenue miles.

For the operators statewide, a 16.4 percent increase in wages
and benefits from fiscal year 1984-85 through fiscal year 1987-88
accounted for 89.9 percent of the increase in total operating costs.
Other operating cost categories that increased included interest paid
on debts (47.8 percent), purchased transportation (21.5 percent), and
services (11.8 percent). Table I-1 presents a summary of operating
revenues, subsidies, and costs for 60 transit operators statewide for
fiscal years 1984-85 and 1987-88. This table also summarizes increases
and decreases in various categories of operating revenues, subsidies,

and costs.
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OPERATING REVENUES, SUBSIDIES, AND COSTS

F

TABLE I-1

FOR PUBLIC BUS SERVICES FOR
60 CALIFORNIA TRANSIT OPERATORS
ISCAL YEARS 1984-85 AND 1987-88

Operating Revenues and Subsidies
Passenger fare revenue
Other revenue
Local Transportation

Development Act subsidies

Other local subsidies
State subsidies
Federal subsidies

Total Operating Revenues
and Subsidies

Operating Costs
Wages and benefits
Materials and supplies
Services
Purchased transportation
Interest
Other

Total Operating Costs
Operating Surplus (Deficit)
Depreciation Expense
Inventory Adjustment and

One-time Cost

Surplus (Deficit) With
Depreciation

Sources:

(UNAUDITED)
(IN THOUSANDS)

Increase (Decrease)

1984-85 1987-88 Dollar
$208,413 $275,975 $ 67,562
43,192 36,875 (6,317)
201,489 267,982 66,493
191,062 187,812 (3,250)
27,676 1,906 (25,770)
90,079 80,996 (9,083)
761,911 851,546 89,635
546,164 635,840 89,676
100,973 104,302 3,329
40,744 45,549 4,805
10,536 12,799 2,263
6,856 10,136 3,280
53,434 49,809 (3,625)
758,707 858,435 99,728
3,204 (6,889) (10,093)
(80,074) (90, 669) (10,595)
0 5,9032 5,9032
$(76,870) $(91,655) $(14,785)

Percent

32.4%
(14.86)

33.0

(1.7)
(93.1)
(10.1)

11.8

18.

11.
21.
47.
(6.

00 00 U1 00 W &

~

13.

—

(315.0)
13.2

19.2

Section 15 reports of the Urban Mass Transportation Administration, annual reports

of financial transactions of transit operators to the State Controller's Office,

and auditors' calculat

ions.

8 This number is the sum of two larger operators’ inventory adjustment and one-time cost.
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Table 1I-2 shows the proportions of the various components of
operating costs for 60 transit operators statewide for fiscal years
1984-85 and 1987-88. As the table illustrates, from fiscal year
1984-85 through fiscal year 1987-88, the proportion of various costs to
total operating costs changed relatively 1ittle for the operators
statewide. In fiscal year 1987-88, wages and benefits accounted for
74.0 percent of total operating costs for the transit operators
statewide, up only slightly from 72.0 percent in fiscal year 1984-85.
Materials and supplies accounted for 12.2 percent in fiscal year
1987-88, down only slightly from 13.3 percent in fiscal year 1984-85.
Purchased transportation, interest, services, and "other" costs
accounted for 13.8 percent of the total costs in fiscal year 1987-88
and 14.7 percent in fiscal year 1984-85.
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TABLE 1-2

PROPORTIONS OF THE VARIOUS
COMPONENTS OF OPERATING COSTS
FOR PUBLIC BUS SERVICES PROVIDED BY
60 CALIFORNIA TRANSIT OPERATORS
FISCAL YEARS 1984-85 AND 1987-88

(UNAUDITED)
1984-85 1987-88
Operating Costs
Wages and benefits 72.0% 74.0%
Materials and supplies 13.3 12.2
Services 5.4 5.3
Purchased transportation 1.4 1.5
Interest 0.9 1.2
Other _ 1.0 _ 5.8
Total Operating Costs 100.0% 100.0%

Source: Calculated from operating cost figures on Table I-1.

For fiscal year 1987-88, the proportion of each type of cost
to total operating costs varied for larger and smaller operators. As
Chart I-1 1illustrates, larger operators spent proportionally more from
the wages and benefits cost category (77.0 percent) in fiscal year

1987-88 than did the smaller operators (55.5 percent).
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CHART I-1

COMPARISON OF THE VARIOUS COMPONENTS
OF OPERATING COSTS BETWEEN 6 LARGER
TRANSIT OPERATORS AND 54 SMALLER
TRANSIT OPERATORS PROVIDING PUBLIC BUS SERVICE
FISCAL YEAR 1987-88

55.5%

77.0%

10.9%

12.0%
Larger Operators Serving Smaller Operators Serving
10 Million or More Passengers Less Than 10 Million Passengers

B vages and Benefits Materials and Supplies

Interest

(1 Purchased Transportation

Source: Computed from figures on tables I-4 and I-5.

A major reason why the larger operators generally spent more
from the wages and benefits category than the smaller operators did is
that the Targer operators did not contract out for transit services as

frequently as the smaller operators did. The Tlarger operators
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incurred wage and benefit costs for transit service by employing
drivers, mechanics, and administrators. In contrast, smaller operators
more often contracted for transit services rather than hiring their own
employees to provide these services. Portions of the smaller
operators’ costs for purchased transportation and services included
wages and benefits paid to the contractors’ employees. For example, in
fiscal year 1987-88, 28 of the 54 smaller operators purchased bus
services, and the cost of this purchased transportation accounted for
10.9 percent of the smaller operators’ total costs. In contrast, none
of the larger operators reported any purchased transportation. (One of
the four Tlarger operators in our sample of eight operators that we
reviewed 1in more depth did purchase a portion of its transit services
from a private contractor; however, the operator classified these costs
as services.) Further, two of the four smaller operators we reviewed
in more depth contracted for all or part of their bus maintenance
services rather than hiring maintenance employees and incurring wage
and benefit costs. Costs for these contracted employees were included
in the services or purchased transportation cost category. The extent
to which public transit operators contracted with private contractors
to provide bus and demand-response services is discussed in more depth

in Chapter V.

Another reason that the Tlarger operators spent more
proportionally from the wage and benefit cost category than the smaller
operators did is that the smaller operators did not always report as

wages and benefits the cost of personnel time spent administering
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purchased transportation and service contracts. Specifically, 11 of
the 54 smaller operators reported no wage and benefit costs in fiscal
year 1987-88. These 11 operators either did not report administrative
costs or included them in the purchased transportation or services
categories. Reported costs of purchased transportation and services

for these 11 operators totaled $4.3 million.

The average percent increases in total operating costs and the
average percent increases in total operating revenues and subsidies
also differed for Tlarger and smaller operators. From fiscal year
1984-85 through fiscal year 1987-88, the larger operators’ costs did
not increase as much as the smaller operators’ costs. Further, the
larger operators’ operating revenues and subsidies did not increase as
much as the smaller operators’ operating revenues and subsidies.
Table I-3 1illustrates the increases from fiscal year 1984-85 through
fiscal year 1987-88 in operating revenues, subsidies, and costs
according to transit operator size, as measured by the numbers of

passengers the operators carried in fiscal year 1987-88.
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TABLE I-3

AVERAGE PERCENT INCREASE IN OPERATING
REVENUES, SUBSIDIES, AND COSTS BY
OPERATOR SIZE FOR 60 PUBLIC TRANSIT OPERATORS
FISCAL YEAR 1984-85 THROUGH FISCAL YEAR 1987-88

Average
Percent
Increase in
Operating Average Percent
Number of Revenues and Increase in
Operators Subsidies Operating Costs
Larger Transit Operators
50 million passengers
and over 2 9.1% 10.6%
10 million to 50 million
passengers 4 13.5 17.3
Smaller Transit Operators
One million to 10 million
passengers 15 23.3 22.5
100,000 to one million
passengers 19 33.5 35.1
Fewer than 100,000
passengers 20 42.3 43.1

for
and
and

and

Table I-4 summarizes operating revenues, subsidies, and costs
the 1larger of the 60 California operators for fiscal years 1984-85
1987-88, while Table I-5 summarizes operating revenues, subsidies,
costs for the smaller of the 60 operators for fiscal years 1984-85

1987-88. Both tables also show increases and decreases in

operating revenues, subsidies, and costs.
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TABLE 1-4

OPERATING REVENUES, SUBSIDIES, AND COSTS
FOR PUBLIC BUS SERVICES PROVIDED BY THE 6 LARGER
OF THE 60 CALIFORNIA TRANSIT OPERATORS
FISCAL YEARS 1984-85 AND 1987-88
(UNAUDITED)
(IN THOUSANDS)

Increase (Decrease)

1984-85 1987-88 Dollar Percent
Operating Revenues and Subsidies
Passenger fare revenue $187,313 $250,729 $ 63,416 33.9%
Other revenue 39,668 32,661 (7,007) (17.7)
Local Transportation
Development Act subsidies 160,351 202,447 42,086 26.3
Other local subsidies 184,809 178,677 (6,132) (3.3)
State subsidies 21,571 1,262 (20,309) (94.1)
Federal subsidies 70,399 63,373 (7,026) (10.0)
Total Operating Revenues
and Subsidies 664,111 729,149 65,038 9.8
Operating Costs
Wages and benefits 493,758 570,822 77,064 15.6
Materials and supplies 86,244 89,088 2,844 3.3
Services 32,935 34,249 1,314 4.0
Purchased transportation 0 0 0 0.0
Interest 6,149 10,078 3,929 63.9
Other 45,603 37,000 (8,603) (18.9)
Total Operating Costs 664,689 741,237 76,548 11.5
Operating Surplus (Deficit) (578) (12,088) (11,510) 1,991.3
Depreciation Expense (67,673) (74,375) (6,702) 9.9
Inventory Adjustment and a a
One-time Cost 0 5,903 5,903
Surplus (Deficit) With
- Depreciation $(68,251) $(80,560) $(12,309) 18.0

Sources: Section 15 reports of the Urban Mass Transportation Administration, annual reports
of financial transactions of transit operators to the State Controller's Office,
and auditors’ calculations.

8 This number is the sum of two operators’ inventory adjustment and one-time cost.
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TABLE I-5

OPERATING REVENUES, SUBSIDIES, AND COSTS
FOR PUBLIC BUS SERVICES PROVIDED BY THE 54 SMALLER
OF THE 60 CALIFORNIA TRANSIT OPERATORS
FISCAL YEARS 1984-85 AND 1987-88
(UNAUDITED)
(IN THOUSANDS)

Increase (Decrease)

1984-85 1987-88 Dollar Percent
Operating Revenues and Subsidies
Passenger fare revenue $21,100 $ 25,245 $ 4,145 19.6%
Other revenue 3,524 4,214 690 19.6
Local Transportation
Development Act subsidies 41,138 65,535 24,397 59.3
Other local subsidies 6,252 9,136 2,884 46.1
State subsidies 6,105 644 (5,461) (89.4)
Federal subsidies 19,680 17,623 (2,057) (10.5)
Total Operating Revenues
and Subsidies 97,799 122,397 24,598 25.2
Operating Costs
Wages and benefits 52,406 65,018 12,612 24.1
Materials and supplies 14,729 15,214 485 3.3
Services 7,808 11,301 3,492 44.7
Purchased transportation 10,536 12,799 2,263 21.5
Interest 707 58 (649) (91.8)
Other 7,831 12,809 4,978 63.6
Total Operating Costs 94,018 117,199 23,181 24.7
Operating Surplus (Deficit) 3,781 5,198 1,417 37.5
Depreciation Expense (12,401) (16,294) (3,893) 31.4
Surplus (Deficit) With
Depreciation $(8,620) $(11,096) $(2,476) 28.7

Sources: Section 15 reports of the Urban Mass Transportation Administration, annual reports
of financial transactions of transit operators to the State Controller's Office,
and auditors' calculations.
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Increases and decreases in specific cost categories from
fiscal year 1984-85 through fiscal year 1987-88 also differed for
larger and smaller operators. In the following paragraphs, we compare
the trends in specific cost categories of the larger operators with the
trends 1in specific cost categories of the smaller operators. In
addition, we discuss various causes for increases or decreases in

specific cost categories.

Wages and Benefits

Among the 60 transit operators statewide, the Tlarger
operators’ wages and benefits increased an average of only 15.6 percent
while the smaller operators’ wages and benefits increased an average of
24.1 percent. One of the reasons that the smaller operators’ wages and
benefits increased more than those of the larger operators is because
the smaller operators’ level of service, as measured by vehicle revenue
miles, increased while the 1larger operators’ 1level of service
decreased. Specifically, from fiscal year 1984-85 through fiscal year
1987-88, the smaller operators’ vehicle revenue miles increased an
average of 9.5 percent while the 1larger operators’ vehicle revenue

miles decreased an average of 0.5 percent.

In addition, several factors unrelated to operator size
contributed to increases in wage and benefit costs. For example, one
of the eight operators we reviewed in more depth cited the hiring of

additional staff as a factor that increased its wage and benefit
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costs. In addition, hourly wage increases were cited by both large and
small operators. For example, one of the larger operators increased
the top wage rates of its bus drivers 21.3 percent and the top wage
rates of its bus mechanics 23.1 percent from fiscal year 1984-85
through fiscal year 1987-88. According to the transit operator, it
negotiated increases in drivers’ and mechanics’ wages to gain control
over absenteeism and to make wages more competitive with wages paid by
other Bay Area transit operators. Also, two of the larger operators
and one of the smaller operators stated that bus driver absenteeism
contributed to the total cost of wages and benefits. A consultant for
one Tlarger operator estimated that absenteeism cost the operator

$18.6 million annually.

Another factor that contributed to higher wages and benefits
for the eight operators was an increase in the cost of employee
benefits such as workers’ compensation, pension costs, and medical
health insurance. For example, one larger operator’s cost for workers’
compensation increased 117.0 percent from fiscal year 1983-84 through
fiscal year 1987-88. Another larger operator cited increases in the
costs of both workers’ compensation and pensions as factors that
increased the operator’s total cost for wages and benefits. Further,
from fiscal year 1983-84 through fiscal year 1987-88, one larger
operator’s cost of medical insurance increased 60.3 percent, and one
smaller operator also stated that increased costs for health insurance

contributed to its increased cost for wages and benefits.
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Materials and Supplies

The cost of materials and supplies did not increase
significantly (3.3 percent) from fiscal year 1984-85 through fiscal
year 1987-88 for either the larger or the smaller operators statewide.
According to one operator, a decrease in the cost of fuel contributed

to the Tower cost of materials and supplies.

Services

From fiscal year 1984-85 through fiscal year 1987-88, the cost
of services increased an average of 44.7 percent for the smaller
operators, significantly faster than the 12.3 percent increase in the
statewide CPI, while the cost of services increased only 4.0 percent
for the larger operators. Two of the smaller operators of the eight we
reviewed in more depth attributed increases in service costs to
increases in the cost of contracted maintenance services. Other causes
cited by both Targer and smaller operators of the eight we reviewed in
more depth included increases in the costs of professional, custodial,

and security services.

Purchased Transportation

The cost of purchased transportation increased an average of
21.5 percent for the smaller operators statewide from fiscal year

1984-85 through fiscal year 1987-88. This increase is greater than the
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12.3 percent increase in the statewide CPI. None of the larger
operators statewide recorded any purchased transportation costs in
either fiscal year 1984-85 or fiscal year 1987-88. Although one of the
larger operators in our sample of eight contracted with a private
operator to provide a portion of its transit service, this operator
recorded these costs as services rather than purchased transportation.
According to one of the smaller operators in our sample of eight, its
costs for purchased transportation increased 35.7 percent as a result,

in part, of expanded service.

Interest

Interest cost increased an average of 63.9 percent for the
larger operators statewide while it decreased an average of
91.8 percent for the smaller operators statewide. That the larger
operators’ increase was greater than the 12.3 percent increase in the
statewide CPI was due Tlargely to one operator’s 2,157.7 percent
increase 1in interest costs. This operator attributed its increase in
interest to borrowing money to purchase a building. When this operator
is excluded, the average interest cost of the remaining five larger
operators statewide increased 37.0 percent. In addition, one of the
smaller operators of the eight we reviewed in more depth attributed its
91.5 percent decrease to its reduction of debt and a more timely
receipt of federal funds, which reduced the operator’s need for

short-term loans.
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"Other" Costs

"Other" costs increased an average of 63.6 percent for the
smaller operators statewide. In contrast, other costs decreased an
average of 18.9 percent for larger operators. However, this decrease
was due mainly to a decrease of 43.0 percent in one larger operator’s
other costs. Without the effect of this one larger operator, the other
costs of the remaining five 1larger operators statewide increased an
average of 41.2 percent. Both larger and smaller operators from our
sample of eight stated that increases in this cost category were the
result of a significant increase in casualty and liability expenses.
For example, according to one Tlarger operator, its casualty and
liability costs increased over 400 percent from fiscal year 1983-84

through fiscal year 1987-88.

TRENDS IN TRANSIT OPERATORS’
OPERATING REVENUES AND SUBSIDIES

Total operating revenues and subsidies received for bus
services provided by 60 transit operators statewide 1increased
11.8 percent from fiscal year 1984-85 through fiscal year 1987-88.
Both revenue from passenger fares and the 1local Transportation
Development Act (TDA) subsidies increased for the 60 operators while
federal and state subsidies decreased. Operating revenues and
subsidies received by the 60 operators in fiscal years 1984-85 and

1987-88 are shown on Table I-1 on page I-6.
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Transit operators statewide relied on federal and state
funding to a 1lesser extent and relied on Tlocal TDA subsidies and
passenger fare revenue to a greater extent in fiscal year 1987-88 than
they did in fiscal year 1984-85. Specifically, as shown on Table I-6,
in fiscal year 1987-88, passenger fare revenue accounted for
32.4 percent of total operating revenues and subsidies compared with
27.4 percent in fiscal year 1984-85. Similarly, local TDA subsidies
accounted for 31.5 percent in fiscal year 1987-88 compared with
26.4 percent in fiscal year 1984-85. In contrast, federal and state
subsidies accounted for 9.7 percent of total operating revenues and
subsidies in fiscal year 1987-88 compared with 15.4 percent in fiscal

year 1984-85.
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TABLE 1-6

PROPORTIONS OF THE VARIOUS COMPONENTS
OF OPERATING REVENUES AND SUBSIDIES
FOR PUBLIC BUS SERVICES PROVIDED BY

60 CALIFORNIA TRANSIT OPERATORS
FISCAL YEARS 1984-85 AND 1987-88
(UNAUDITED)

1984-85 1987-88
Operating Revenues and Subsidies

Passenger fare revenue 27.4% 32.4%
Other revenue 5.7 4.3
Local Transportation

Development Act subsidies 26.4 31.5
Other Tlocal subsidies 25.1 22.1
State subsidies 3.6 0.2
Federal subsidies _11.8 _ 9.5

Total Operating Revenues

and Subsidies 100.0% 100.0%

Source: Calculated from operating revenues and subsidies figures on
Table I-1.

From fiscal year 1984-85 through fiscal year 1987-88, the
proportions of the various sources of total operating revenues and
subsidies vreceived in fiscal year 1987-88 varied for larger and smaller
operators. Larger operators statewide received a greater proportion of
their funds from passenger fare revenue while smaller operators
statewide received a greater proportion of their funds from local TDA

subsidies. Chart I-2 compares the proportions of various sources of
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operating revenues and subsidies for Tlarger operators with the

proportions for smaller operators for fiscal year 1987-88.

CHART 1-2

COMPARISON OF THE VARIOUS COMPONENTS OF
OPERATING REVENUES AND SUBSIDIES BETWEEN
6 LARGER TRANSIT OPERATORS AND 54 SMALLER
TRANSIT OPERATORS PROVIDING PUBLIC BUS SERVICE
FISCAL YEAR 1987-88

7.5% 3.5%

24.67%

27.8%
Larger Operators Serving Smaller Operators Serving
10 Million or More Passengers Less Than 10 Million Passengers
B rassenger Fare Revenue [_] Other Revenue Other Local Subsidies
Local Transportation E Federal Subsidies

Development Act Subsidies

Source: Computed from figures on tables I-4 and I-5.
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In fiscal year 1987-88, larger operators statewide relied on
passenger fare revenue to fund their operations to a greater extent
than did smaller operators. In fiscal year 1987-88, passenger fare
revenue accounted for 34.4 percent of total operating revenues and
subsidies for Tlarger operators. In contrast, for the same year,
passenger fare revenue accounted for only 20.8 percent of the total
operating revenues and subsidies for the smaller operators. One of the
reasons that the larger operators received proportionally more funding
from passenger fare vrevenue was that the larger operators generally
charged a higher base fare than did the smaller operators. For
example, 1in our sample of eight operators that we reviewed in more
depth, 1in fiscal year 1987-88, the base fare ranged from $0.75 to $1.00
for three of the four larger operators. In contrast, the base fare for
the four smaller operators in our sample of eight ranged from $0.50 to
$0.60. Table I-7 illustrates the proportion of passenger fare revenue

to total operating revenues and subsidies by operator size.
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TABLE I-7

PASSENGER FARE REVENUE AS A PERCENT
OF TOTAL OPERATING REVENUES AND SUBSIDIES
BY OPERATOR SIZE FOR 60
CALIFORNIA PUBLIC TRANSIT OPERATORS
FISCAL YEAR 1987-88

(UNAUDITED)
Passenger Fare
Revenue as a
Percent of Total
Number of Operating Revenues
Operators and Subsidies
Larger Transit Operators
50 million passengers
and over 2 34.8%
10 million to 50 million
passengers 4 32.2
Smaller Transit Operators
One million to 10 million
passengers 15 21.2
100,000 to one million
passengers 19 17.8
Fewer than 100,000
passengers 20 16.2

The major source of funding for the smaller operators
statewide was the local TDA subsidy. In fiscal year 1987-88, local TDA
subsidies accounted for 53.5 percent of the total operating revenues
and subsidies received by the smaller operators. In contrast, for the
larger operators statewide, 1local TDA subsidies accounted for only

27.8 percent of the total operating revenues and subsidies received in
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fiscal year 1987-88. On average, 1in fiscal year 1987-88, each
passenger carried by the smaller operators benefited from a higher
local TDA subsidy than each passenger carried by the larger operators.
Table I-8 illustrates the average local TDA subsidy per passenger by
size of operator. Generally, the larger transit operators received a

lTower TDA subsidy per passenger.

TABLE I1-8

LOCAL TRANSPORTATION DEVELOPMENT ACT
AVERAGE SUBSIDY PER PASSENGER BY OPERATOR SIZE
FOR 60 CALIFORNIA PUBLIC TRANSIT OPERATORS
FISCAL YEAR 1987-88

(UNAUDITED)
Number of Average Subsidy
Operators _per Passenger
Larger Transit Operators
50 million passengers
and over 2 $0.33
10 million to 50 million
passengers 4 0.53
Smaller Transit Operators
One million to 10 million
passengers 15 0.98
100,000 to one million
passengers 19 1.34
Fewer than 100,000
passengers 20 2.15
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The third major source of funds for the larger operators
statewide was from the category "other 1local subsidies," which
accounted for 24.6 percent of the larger operators’ total operating
revenues and subsidies in fiscal year 1987-88. Three of the four
larger operators in our sample of eight operators received other Tocal
subsidies from an additional one-half cent tax surcharge approved by
county voters. In contrast, other local subsidies accounted for only
7.5 percent of the total operating revenues and subsidies received by
the smaller operators statewide. Only one of the four smaller
operators in our sample of eight operators received subsidies from a

county sales tax surcharge.

From fiscal year 1984-85 through fiscal year 1987-88, the
total operating revenues and subsidies of the Tlarger operators
statewide increased at a slower rate than those of the smaller
operators. Table I-3 shows the increases in operating revenues and
subsidies from fiscal year 1984-85 through fiscal year 1987-88 by
operator size. Moreover, for the same period, increases or decreases
in the various components of operating revenues and subsidies received
by transit operators varied according to whether the transit operator

was larger or smaller.

On average, the passenger fare revenue for the Tlarger
operators statewide increased more than the passenger fare revenue for
the smaller operators. Specifically, passenger fare revenue increased

33.9 percent for the Tlarger operators while it increased only
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19.6 percent for the smaller operators. Moreover, passenger fare
revenue generally increased more for the four larger operators than it
did for the four smaller operators in our sample of eight operators we
reviewed in more depth. From fiscal year 1984-85 through fiscal year
1987-88, each of the four larger operators in our sample increased its
base fare by $0.15 to $0.35. However, over the same time period, three
of the four smaller operators increased their base fare by only $0.05
to $0.20 while one of the smaller operators did not increase its base

fare at all.

Further, 1local TDA subsidies received by the larger operators
statewide increased Tless than the local TDA subsidies received by the
smaller operators statewide. From fiscal year 1984-85 through fiscal
year 1987-88, Tlocal TDA subsidies increased 59.3 percent for the
smaller operators while local TDA subsidies increased only 26.3 percent
for the 1larger operators during the same period. In addition, other
local subsidies decreased 3.3 percent for the larger operators while
these subsidies increased 46.1 percent for the smaller operators.
However, because we did not review the regulations governing the
allocation of these funds or the allocation practices, we cannot
explain the differences between changes in the amounts of these
subsidies received by Tlarger operators and changes in the amounts

received by smaller operators.
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Finally, state and federal subsidies decreased from fiscal
year 1984-85 through fiscal year 1987-88 for both the larger operators
and the smaller operators statewide. Specifically, state subsidies
decreased 94.1 percent for Tlarger operators and 89.4 percent for
smaller operators. Moreover, state subsidies amounted to only
$1.9 million for all 60 operators in fiscal year 1987-88. In addition,
federal subsidies decreased 10.0 percent for 1larger operators and
10.5 percent for smaller operators. Although state subsidies decreased
significantly for both groups of operators, Tlarger operators more
frequently received state and federal funds. For example, four of the
six Tlarger operators received some state subsidies in fiscal year
1987-88 while only 17 of the 54 smaller operators received state
funds.  Further, four of the six larger operators received some federal
funds in fiscal year 1987-88. In contrast, only 23 of the smaller

operators received federal funds in that year.
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II

TRENDS IN THE PERFORMAN
OF PUBLIC BUS OPERATORS

The Transportation Development Act (TDA) requires that all
public transit operators use five performance indicators to measure the
efficiency and effectiveness of their operations. These indicators are
based upon five types of statistics: number of passengers, operating
costs, vehicle revenue hours, vehicle revenue miles, and number of
employees. Using the TDA statistics, we determined that, from fiscal
year 1984-85 through fiscal year 1987-88, the number of passengers for
public bus operators statewide decreased 11.6 percent while service, as
measured by vehicle vrevenue miles, increased 0.5 percent.2 Further,
operating costs statewide increased 13.1 percent, slightly more than
the 12.3 percent increase in the statewide consumer price index (CPI).
For most of these statistics, we noticed a relationship to operator
size. Specifically, from fiscal year 1984-85 through fiscal year
1987-88, for the Tlarger transit operators, the number of passengers
decreased 13.5 percent, vehicle revenue miles decreased 1.8 percent,
and operating costs increased 11.5 percent. In contrast, for the
smaller transit operators, the number of passengers increased

6.9 percent, vehicle revenue miles increased 8.9 percent, and operating

lsee the Appendix for definitions of technical terms used.

20ur figures for transit operators statewide include from 60 to
97 of the 109 transit operators providing bus service in California,
depending upon the availability of data.
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costs increased 24.7 percent. Also, wusing the TDA indicators, we
determined that, from fiscal year 1984-85 through fiscal year 1987-88,
operating costs per passenger statewide increased 30.2 percent, more
than the 12.3 percent increase in the statewide CPI; however, operating
costs per vehicle revenue hour increased 7.0 percent, which is less
than the increase in the CPI. Moreover, passengers per vehicle revenue
hour decreased 15.8 percent, passengers per vehicle revenue mile
decreased 11.1 percent, and vehicle revenue hours per full-time

equivalent (FTE) employee decreased 0.6 percent.

In addition, from fiscal year 1984-85 +through fiscal year
1987-88, public bus operators statewide drove 5.1 percent more vehicle
revenue hours even though they drove only 0.5 percent more vehicle
revenue miles. Increased traffic congestion is a factor that appears
to have influenced the difference in the rates of increase between
vehicle vrevenue hours and vehicle revenue miles. Because increased
traffic congestion may influence vehicle revenue hours as a measure of
service, we also used vehicle revenue miles, which are also a measure
of service and appear to be less influenced by traffic congestion. We
then calculated and analyzed operating costs per vehicle revenue mile,
vehicle revenue miles per FTE employee, and vehicle revenue miles per
vehicle revenue hour (average speed), which are not TDA-related
performance indicators. From fiscal year 1984-85 through fiscal year

1987-88, operating costs per vehicle vrevenue mile increased
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11.3 percent, vehicle revenue miles per FTE employee decreased
5.0 percent, and vehicle revenue miles per vehicle revenue hour

decreased 4.3 percent.

Finally, because neither the larger nor the smaller operators
consistently followed the statewide trends in performance indicators
over the four-year review period, we determined that trends were not
related to operator size. However, in fiscal year 1987-88, we did note
a relationship between operator size and most performance indicators.
For example, the Tlarger operators had Tlower operating costs per
passenger and higher operating costs per vehicle revenue hour and

vehicle revenue mile than smaller operators had.

BACKGROUND

Section 99246 of the Public Utilities Code requires transit
operators that receive TDA funds to undergo a performance audit once
every three years. One objective of these triennial performance audits
is to evaluate an individual transit operator’s efficiency and
effectiveness using five performance indicators: operating costs per
passenger, operating costs per vehicle revenue hour, passengers per
vehicle revenue hour, passengers per vehicle revenue mile, and vehicle
revenue hours per employee. Transit operators use the following five
types of performance statistics to calculate the five TDA performance
indicators: operating costs, passengers carried, vehicle revenue

hours, vehicle revenue miles, and FTE employees. In this chapter, we
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use these performance statistics and indicators to measure the overall

performance of transit operators statewide.

In addition, because increased traffic congestion may
influence vehicle vrevenue hours as a measure of service, we used
vehicle revenue miles, which are also a measure of service and appear
to be 1less influenced by traffic congestion. We then calculated and
analyzed operating costs per vehicle revenue mile, vehicle revenue
miles per FTE employee, and vehicle revenue miles per vehicle revenue
hour. The effect of congestion on vehicle revenue hours is discussed

Tater in this chapter.

The TDA defines operating costs to exclude several expense
categories, including depreciation and amortization. Consequently, in
our analyses, operating costs do not include depreciation and
amortization. Passengers are an operator’s total number of boarding
passengers whether they produce revenues or not. Vehicle revenue hours
are the total number of hours that an operator’s buses are in revenue
service, including driver rest periods. Likewise, vehicle revenue
miles are the total number of miles that an operator’s buses are in
revenue service. A bus is in revenue service only when it is available
to the public and there is a reasonable expectation of carrying
passengers. Consequently, vrevenue service excludes hours and miles
used while traveling to and from storage facilities. Finally, an FTE

employee is equal to 2,000 hours of work in one year.
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Performance statistics and indicators can be useful tools for
improving transit operations. For example, the triennial performance
audit reports that make use of these statistics and indicators are used
by management to measure transit system efficiency and effectiveness
and are a basis for initiating system improvements. Further, these
reports are distributed to interested parties, including the operators’
boards of directors, regional transportation planning agencies, and
county transportation commissions. In addition to reporting the five
types of performance statistics in the triennial audit reports, transit
operators are required to report the statistics annually to the State
Controller’s Office if they receive TDA funds. In addition, if they
receive Urban Mass Transportation Act funds, transit operators must
report the statistics to the Urban Mass Transportation Administration
(UMTA) in their annual Section 15 reports. We obtained statewide
performance data from a combination of these sources. For the purpose
of our review, we defined Tlarger operators as those serving at
least 10 million passengers and smaller operators as those serving

fewer than 10 million passengers.

In  this chapter, we discuss trends in the operational
performance of public transit operators statewide rather than comparing
operators with each other. Because transit operators in any specific
area are affected by numerous variables such as geography, economy, and
local Tlaws, accurate comparisons of operators’ performance, as measured
by statistics and indicators, are difficult. Further, some indicators

can be misleading if the operating environment is not clearly
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understood. For example, an increase in vehicle revenue hours per FTE
employee might indicate increased efficiency. However, if increased
traffic congestion rather than increased service caused the increase in
vehicle revenue hours, this statistic and related indicators could be
misleading. Table II-1 shows the performance statistics and indicators
for transit operators statewide for fiscal years 1984-85 and 1987-88.
Volume II provides more detail on the performance indicators and the
operating environments of each of the eight operators we reviewed in

more depth.

TRENDS IN THE NUMBER OF PASSENGERS,
VEHICLE REVENUE MILES, AND OPERATING COSTS

For transit operators statewide from fiscal year 1984-85
through  fiscal year 1987-88, the number of passengers decreased
11.6 percent while the Tevel of service, as measured by vehicle revenue
miles, increased 0.5 percent. Further, operating costs statewide
increased 13.1 percent, slightly more than the 12.3 percent increase in
the statewide CPI. The trends in most of these statistics were related
to operator size. Specifically, for larger operators, from fiscal year
1984-85 through fiscal year 1987-88, the number of passengers decreased
13.5 percent, vehicle revenue miles decreased 1.8 percent, and
operating costs increased 11.5 percent, slightly Tless than the

12.3 percent statewide CPI.
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In contrast, for smaller operators, from fiscal year 1984-85
through  fiscal year 1987-88, the number of passengers increased
6.9 percent, and vehicle revenue miles increased 8.9 percent. In
addition, operating costs increased 24.7 percent, more than the
12.3 percent increase in the statewide CPI (although some of the

operating cost increase is explained by the increase in service).
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TABLE II-1

PERFORMANCE STATISTICS AND INDICATORS
FOR STATEWIDE PUBLIC BUS SERVICE
FISCAL YEARS 1984-85 AND 1987-88

(UNAUDITED)
Number of Fiscal Year Fiscal Year Percent
Operators 1984-85 1987-88 Change
Performance Statistics:
Operating costs 60 $758,706,760 $858,435,222 13.1%
Vehicle revenue hours 93 18,777,535 19,726,990 5.1
Vehicle revenue miles 93 260,222,806 261,627,190 0.5
Passengers 97 940,931,781 832,175,229 (11.6)
Full-time equivalent
(FTE) employees 79 22,141 23,346 5.4
Performance Indicators: Transportation
Development Act (TDA) Related
Operating costs per passenger 60 $1.06 $1.38 30.2
Operating costs per
vehicle revenue hour 60 $57.23 $61.22 7.0
Passengers per vehicle
revenue hour 93 50.1 42.2 (15.8)
Passengers per vehicle
revenue mile 93 3.6 3.2 (11.1)
Vehicle revenue hours per
FTE employee 78 838.4 833.5 (0.6)
Performance Indicators: Non-TDA Related
Operating costs per
vehicle revenue mile 60 $4.17 $4.64 11.3
Vehicle revenue miles per
FTE employee 77 11,603.3 11,026.4 (5.0)
Vehicle revenue miles per
vehicle revenue hour 92 13.9 13.3 (4.3)

Section 15 reports of the Urban Mass Transportation Administration, audited financial
statements, annual reports of financial transactions of transit operators to the State
Controller's Office for fiscal years 1984-85 and 1987-88, and auditors’ calculations.

Sources:

8 These are the number of transit operators for which we were able to isolate data related to public
bus service only.
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The four 1larger operators of the eight operators we reviewed
in more depth generally followed the statewide trend in passengers for
larger operators. The four Targer operators attributed the decreases
in passengers to a variety of conditions including fare increases,
decreases in service and quality because of budget reductions, and more
affordable private vehicle costs, such as Tower gasoline prices.
Similarly, the four smaller operators of the eight operators we
reviewed in more depth generally followed the statewide trend in
passengers for smaller operators. One of the four smaller operators
cited expanded bus service as the reason for the increase in

passengers.

TRENDS IN THE NUMBER OF
VEHICLE REVENUE HOURS
AND AVERAGE SPEED

From fiscal year 1984-85 through fiscal year 1987-88,
statewide transit operators’ vehicle revenue hours increased
5.1 percent even though operators statewide drove only 0.5 percent more
vehicle revenue miles. Moreover, from fiscal year 1984-85 through
fiscal year 1987-88, larger operators’ vehicle revenue hours increased
3.7 percent while vehicle revenue miles decreased 1.8 percent, and
smaller operators’ vehicle revenue hours increased 10.9 percent while
vehicle revenue miles increased only 8.9 percent. As a result, the
increase 1in vehicle revenue hours cannot be completely explained by an

increase in the level of service, as measured by vehicle revenue miles.
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Increased traffic congestion is a factor that appears to have
influenced the trend in vehicle revenue hours. One measure of the
effect of traffic congestion 1is the change in operators’ vehicle
revenue miles per vehicle revenue hour (average speed). Average speed
for transit operators statewide decreased by 4.3 percent from fiscal
year 1984-85 through fiscal year 1987-88. Because both larger and
smaller operators had decreases in average speed, we determined that
this trend for the four-year review period was not related to operator
size. However, 1in fiscal year 1987-88, we did notice a relationship
between operator size and average speed when we stratified the
operators into five different sizes. During fiscal year 1987-88,
operators serving fewer than 100,000 passengers drove an average speed
of 17.6 vehicle vrevenue miles per vehicle revenue hour and operators
serving at least 50 million passengers drove an average speed of 12.3
vehicle revenue miles per vehicle revenue hour. Chart II-1 shows the
average speed driven by different sized operators in fiscal year

1987-88.
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CHART II-1

AVERAGE SPEED (VEHICLE REVENUE MILES
PER VEHICLE REVENUE HOUR) DRIVEN BY
CALIFORNIA PUBLIC BUS OPERATORS
BY SIZE OF OPERATOR
FISCAL YEAR 1987-88
(UNAUDITED)

17.6

Average Speed (Miles per Hour)

Fewer than 100,000 to One million to 10 million to 50 million
100,000 one million 10 million 50 million and over

Number of Passengers Served

TRENDS IN PERFORMANCE INDICATORS

Trends in seven performance indicators for public bus
operators statewide from fiscal year 1984-85 through fiscal year

1987-88 present a varied picture. Although operating costs per
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passenger, operating costs per vehicle revenue hour, and operating
costs per vehicle revenue mile all increased, only operating costs per
passenger increased more than the increase in the statewide CPI.
However, both passengers per vehicle revenue hour and passengers per
vehicle revenue mile decreased. For indicators involving FTE
employees, there was no clear trend among operators with some
operators’ performance decreasing and other operators’ performance
increasing. Although trends for most individual statistics from which
the performance indicators were calculated were related to operator
size, none of the trends in the performance indicators for the

four-year review period were related to operator size.

In contrast, in fiscal year 1987-88, trends for most
indicators were related to operator size. For example, Tlarger
operators had Tower operating costs per passenger and higher operating
costs per vehicle revenue hour and vehicle revenue mile than smaller
operators. In addition, larger operators carried more passengers per

vehicle revenue hour and vehicle revenue mile than smaller operators.

Operating Costs per Passenger

From fiscal year 1984-85 through fiscal year 1987-88,
operating costs per passenger increased 30.2 percent (from $1.06 to
$1.38) for transit operators statewide, more than the 12.3 percent
increase in the statewide CPI. Forty-four (73.3 percent) of the 60

operators had increases 1in operating costs per passenger. This
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increase 1in operating costs per passenger was the result of operating
costs increasing and the number of passengers decreasing. This trend
for the four-year review period is not related to operator size. Both
larger and smaller operators had increases in operating costs per

passenger that exceeded the statewide CPI.

However, 1in fiscal year 1987-88, we did notice a relationship
between operator size and operating costs per passenger when we
stratified the operators into five different sizes. Chart II-2 shows
that smaller operators generally had higher oper<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>