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R-2010-2210846
Memorial Hospital, Inc., of Towanda, Pennsylvania
ORDER

BY THE COMMISSION:

Memorial Hospital, Inc., of Towanda, Pennsylvania (carrier), furnishes paratransit service from points in Bradford, Sullivan, and Wyoming counties, to points in Pennsylvania, as more thoroughly described in the order granting authority at A-00117028.  The carrier has filed Paratransit PUC No. 2 on November 15, 2010, and proposes a total increase in Commission regulated revenues of $21,024 (26.94%) to cover increased operating expenses and to help offset a shrinking profit margin.  The carrier’s present rates have been in effect since January 30, 2001.
Carrier’s claimed total annual revenue for the one year period ending October 31, 2010, is $2,694,077.  This amount includes both the commission regulated and non-commission regulated operations.  Of the total submitted revenue figure, only 3% of all reported revenue was attributable to commission regulated operations.  Carrier is proposing a 26.94% increase in its commission regulated rates, resulting in claimed projected annual revenue of $99,065.  Carrier proposes the following changes in its fares:

	Rates
	
	Current
	
	Proposed

	
	
	
	

	Wheelchair Van Transport
	$25.00
	
	$30.00

	Loaded Mileage
	$1.50
	
	$2.00

	Wheelchair Van ¼ hour wait time
	$2.75
	
	$3.25

	Ambulatory Rider
	$10.50
	
	$20.00

	Ambulatory Rider Mileage
	$1.00
	
	$2.00

	Stretcher Van 
	$45.00
	
	$55.00

	Stretcher Van ¼ hour wait time
	$5.50
	
	$6.25


Carrier submitted financial records and other supporting data in support of its request.  Carrier has calculated that the increase will produce additional PUC revenues of $21,024.

Memorial Hospital, Inc. of Towanda, Pennsylvania: A-00117028
FOR THE 12 MONTH PERIOD ENDING 10/31/2010
CARRIER PROVIDED EXPLANATION OF CHANGES AND CALCULATIONS

	
	Actual 

Non-regulated
	Actual

Regulated
	Adjustments

(Regulated)
	Projection with         Adjustments

	Operating Revenues:
	
	
	
	

	Non-regulated
	$2,616,036
	--
	--
	$2,616,036

	Regulated
	--
	$78,041
	$21,024
	$99,065

	Total Revenues:
	$2,616,036
	$78,041
	$21,024
	$2,715,101

	Percent of Revenues: 
	97.0%
	3.0%
	
	

	
	
	
	
	

	Operating Expenses:
	
	
	
	

	Direct Expenses
	$714,828
	$67,793
	--
	$67,793

	Indirect Expenses
	$219,061
	$18,934
	--
	$18,934

	Total Expenses:
	$933,889
	$86,727
	--
	$86,727

	Percent of Expenses: 
	91.5%
	8.5%
	
	


ANALYSIS

Carrier proposes a $21,024 increase in Commission regulated revenue to offset increased operating expenses and to help offset a shrinking profit margin.  On November 19, 2010, the carrier was sent an initial request for additional information which was needed to support its rate increase request.  In said letter, the carrier was provided guidance as to what information was needed and was directed to the appropriate regulations for additional reference.  
On December 10, 2010, the carrier submitted its supplemental information; however, the information was still insufficient.  Accordingly, a second information request was issued on December 13, 2010.  The second request detailed the need for the carrier to allocate its expenses and revenues between its regulated and non-regulated operations, and included a preliminary analysis of the carrier’s previously submitted financial information.  The carrier was also directed to provide substantiation of its increased expenses in the form of invoices, receipts, or other appropriate instruments, as the preliminary financial analysis did not demonstrate the need for the requested increase.
On January 6, 2011, the carrier filed a revised tariff and additional supplemental information.  The supplemental information included an allocation of expenses and revenues for the carrier’s regulated and non-regulated operations; however, it showed no projected increases and did not include any of the requested documents to verify the initially claimed increases in operating expenses.

As demonstrated in the table above, the carrier had allocated 8.5% of its total operating expenses towards its regulated operations for the year ending October 31, 2010.  During the same period, the carrier claimed that its regulated operation produced only 3% of its gross revenues.  Because the carrier has failed to demonstrate a more precise manner in which to demonstrate the appropriate allocation of its expenses and revenues, the Bureau of Transportation and Safety (BTS) will apply an allocation based on the percent of expenses equaling the percent of revenue.
Accordingly, BTS will utilize the 3% figure to establish that the carrier’s proximate allocated regulated expenses are more appropriately $30,618, and not the $86,727 allocated by the carrier at 8.5%.  Based on the carrier’s revenue figures, and the re-formulated allocation of expenses, the carrier’s regulated operations are functioning at an operating ratio of approximately 39%, which is far below any threshold where this Commission would approve an increase in rates.
	MEMORIAL HOSPITAL, INC., OF TOWANDA, PENNSYLVANIA

	
	
	
	
	
	
	

	OPERATING RATIO
	
	
	
	

	
	
	
	
	

	CURRENT
	
	
	PROJECTED
	

	
	
	
	
	

	REVENUE
	$78,041 
	
	REVENUE
	$99,065 

	REPORTED EXPENSES
	    $30,618 
	
	PROJECTED EXPENSES
	$30,618 

	OPERATING RATIO
	39.23%
	
	OPERATING RATIO
	30.91%

	
	
	
	
	
	
	

	Change in Operating Ratio
	8.33%
	 
	 
	 
	 

	 
	
	
	
	
	
	 

	Revenue Adjustment
	   $21,023.50 
	
	Projected Revenue Increase
	26.94%

	Projected Expense Increase
	$0  
	 
	Projected Expense Increase 
	0.00%


CONCLUSION

We have determined that the above financial justification does not support the proposed revenue increase in light of both the current operating ratio, and the ratio which will exist in light of the denial of this rate increase request.  We believe that the carrier’s current rate structure is sufficient to provide safe, dependable and continuous service to the public while maintaining a balance of just and reasonable rates and a fair rate of return: THEREFORE,
IT IS ORDERED:

1. That Paratransit Pa. PUC No. 2 be denied.
2. That a copy of this order be served upon Memorial Hospital, Inc., of Towanda, Pennsylvania
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                                                                                         BY THE COMMISSION

                                                                                         Rosemary Chiavetta
                                                                                
     Secretary
(SEAL)

ORDER ADOPTED:  February 10, 2011 

ORDER ENTERED:  February 10, 2011
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