Decision No. | 43.5”9 /(>/
BEFORE ”EE RAILPOAD COM’ISSTON oF TE: STAT-‘ 0171 CAI:IFO 4{

In the Matter of the Application )
of Lewis A. Monroe as Agent fLor )
A.B.Watson,owmer of Crown Stage )
Lines. for an order granting per~ )
mission t0 publiskh and file new )
Tocal and Intoerdivision Passenger )
mariff, chowing both increases and)
reductions in feres. )

APRPIICATION NO. 10365

Clyde Bishop, Lor Applicant.

BY TEE COMMISSION:

tpis 1o an application filed Augast 8, 1924, by

Towis A. llonroe, acting as Agent fox the Crowr Stage Lines, A. B.Wntuon

Ovner, for an order gronting. permission to resdfust its passenger

2ares, one~woy oxnd round trip, 10-ride individual ond 30-ride femily

commmtation, bvetween 2ll points on its lines.

A hearing was neld at Sante Ana Cetoter 21,1924, before
Examiner Geary, apd the spplication kaving Teen duly submitted is
now ready for a decision.

The activities of applicant center at Santa fna, from wkich
point suto steges operate 1o the BeackesS. the more importent being
Teguna, Balboa, Long Reach ond Buntington Beach. Service is alse
rendered to Pomonsa and Riverside, sund to all the intermediate
territory.

This applicant, sc a part of its activities, formerly
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oporated stages between Santa Ans and Ilos ingeles, but transferred
tzeSe rights to the Rickwick Steges,N.D. in ilarch,1924, as per
guthority issued by this Commission in Decision No.1l3177, dated
March 1,1924. The actusl operation of the service between Santa Ana
and Los Angoles was takex over by tae Pickwick Stages on Marech 15,1924.
nhe release of thic torritory reduced cpyplicant's gross revenue by
aporoximetely $20,000.00 per montk. therefore it 1z impossible to
make & satisfactory comparison of the opsrations for the entire year
of 1924 with o like period for nprevious years. It is shown, however.
by one of the exaibits, thet the Santa Ana~T103 Angeles division when
oporated by this applicant had a net operating loss of £$3092.16 in
Jamuery; 51927.76 in February, and $1415.15 for the fifteen dzoys of
Lereh,1924, = total loss on this division for tze two and Sne-half
months' periocd of $6433.07.

The applicant presented exaibits in the form of reports
compiled by certified public acconntants, one for the period
January 1 t0 iay 31,1924, the other covering the period from June 1
to Septémber 30, 1924. 3Both 02 these reports enter into a very
olaborate and complote analysis of tze cinanciel conditlon of thae
Crown Stage Lines.  The reporis set forth the assets, lisbilities,
net worth, irncome and expenses for the nime months! period, with
supplemental reports oX incoxe gnd expenses for ezch individual

month. There iz also an exkibit showing the operating revenue

per mile and tte operating expenses per mile, the detsils of additions,

bottorments, and reserve Lor depreciation. Tor the nire months’
period ended September 30,1924 the total tronsportetion revernume Was
$158210.8% and the total opersting cxpenses $188663.83, leaving a
net operating loss of $B0453.00.  The expenses include texes and
deprecistion. The total amount chorged to depreclation was
333319;06, ond net operating revenwe, witkout depreciation, is,

therefore, 5R766.06. o




Following tho public hoaring hold at Santa Ane the
Commicsion ascsigned one of its oxpert accomntants to make a c¢heek
of applicant's books end to review the roports,rendered as exhidits,
by the certified pudlic zccountant. This Jndevendent investigation
vorified the figures presanted dy applicant, with the excertion of 2
fow differences of opinion 88 to the menner of charging certain
items. The applicant charged into its operating expoenses a court
judgmont for injuries and damages to passSengers amounting to $7166.01;
tho Commicsion's accountant was of tho opinion that this judgment
instead of being chaxrged to oporating expenses shorld have been
charged to a reserve fund whick hes been accumulating since 1921
and totalled, on September 30,1924, $13458.61. It therefore Seems
proﬁer, since avvlicant has duiit up an insurance fund out of
earnings, over a veriod of years, that losses susteined because of‘
collision injuries skowld be deduncted from this reserve fund and mnot
a33e8806d a2 an indevendent oporating expense.

4c heretofore stated, applicant’s accountant showed by
axhibits thet the net operating losses Lcr the nine months of 1924
amounted to $30453. The result of our investigation, after
eliminating from oporating exponses the damage claim of $7166.01
and meking certain other minor adjustuents amounting to apprroxim-
ately $1400.00, showed a net opersting loss of {21441.55. Tkis
amount . it must be understood, includes no interest on bonds or
return on investment. The cherge in operating expenses of the
sum of 333319.06 as depreciztior is st the rate of 33~1/3 per cent

per annum against the sutomobiles used in tho service.

1ost of the eguipment now in use was bduilt in 1923 and

1924 2nd it was the testimony of applicant's witnesses that an
automobile peassenger stage is practicelly junk eftor three yoars

insofar as ite uwse by tho Stage ILine is concerned. However, it
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would appéar since tre ¢ers now in service are of recent model that
the depreciation chexge is grezter thon reguired, though if this
anount were reduced by only one-third trhe compeny wounld stili be oper-
ating at an actual loss, without any consideration for a return upon
investment. The totzal claimed cost value of the pasSsenger cars in
service September 30,1924 was $1R27687.96.

It would gppeaxr that applicant’s texrmirnel building costs at
Tong Beach, corrying a charge of £850.00 per month. are excessive and
beyond the requirements of the traveling pudlic at thet point. Through
an investigation by our expert it was developed that thies bduilding is
to be sublet, in part, to outside parties, whichk will materially re-
duce the outlay for this item of expense. Eowever, in the meantime

this terminal charge should be eliminsted from operating expenses and

included in miscellaneous or non-operating expvenses.

There was no opposition offered to the proposed Iincreases,
although notice of the hoaring was given t0 the interested parties.

Following the hearing held at Santa Ana, cpplicant was
instructed to furnish 2 stetomont showing Jjust what additional revenue
wounld accrue., and between wret points, under the proposed rates. IFrom
this statement it was found thoet most of tkhe incressed revenue would
result from the round trip trcoasportation sold to the Beach resorts,
and the total estimated Increase wader tae pfoposed rates wonld not
vroduce, wnder the present volume of travel a fair return upon the
invested capital.

From the facts developed it is manifest thet applicant
skould be given the relief soughkt, for unless tze fares arxe increased
to produce sufficlent revemue the service will deteriorate and become
vnsetisfactory to tae traveling public, if not entirely discontinued.

We conclude and find, ir view o the cirecumstances of recoxd.

in this proceeding, that the present passenger Tares of this spplicant
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are unjust, wnreasonsble and insulificlent and thet the just, reasonzble
and sufficient fares are those set forth in Exhibit A, sttached to end
nede = part of the application.

We believe the inexoases here authorized will produce
sufficient revenme to meet 2ll the regquirements at the present time,
put it wonld furtrzer aprear thet if the volume of the business
increases in tre Tauture a roduction in the rates will be necesSsary.

The epplicant will, therefore, file with the Commission
within fifteen (15) days after the first of each month, for a

period of siz (5) months,s statoment showing in detail tke total -

rovenue received mnier the rates euthorized end wpat wounld heve

secrued under the rates now in effoct, tho total Operating expenses,

including deprociation, tho taxes and the net opersting revenue.
The proceeding will be held open Ifor a supplemental order

should the actual results obtained tarough the new passenger feres

meke such =zc¢tlon necessary.

A.B.watson, Owner of the Crown Stage Lines, through his
Agont, Lewis A. llonroe, filed an epplication with this Commission
for suthority o increase certaoin passenger fares on its automobvile
route, and & reguler hesring having been held,

10 IS EZRIEY ODERED thot 5.B.Watson. Owner of the Crows
Stoge Lines be and is horeby suthorized to publish and f4le new
Tocel cnd Tnterdivision Possenger Toriff read justing one way, rouxd
trip, 1O0-ride individual and Z0-ride family comrmtation fares detween
all pointe on 1t limes, 2 set fortz in Exhibit 4 attached to end

mzde a part of the spplication.
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IT IS E=RERY ZURDEER OZDEIRED tret tho anplicant submit to
the Commission on or before tre fifteentk day of eack month for a
period of six (6) montks, a statement showing in detail the totel
revenue received mader the fores suthorized znd what would have
ccerned wader the foeres now in effect, the total operating expenses,
including depreciation, tze texes and the unet operating revexue.

IT IS EZRIBY FURDIER ORDZRED tret this proceeding be held
open for g supnlemental order should tke Commission deem further

action mecessary.

sted ot Saon Trancisco, California, this L?.‘K day

of December, 1924.

Commizsioners.




