Decision No. /& & § %

BEFORE THE RAILROAD COMISSION OF THE STATE OF CALIFORNIA
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LPPLICATION NO. 10743

In the iatter of the Application )
of the Peerless Stages.Inc., & )
Coxrporation, for an order author-)
iming an increase in rstes. )

Eorry A. Encell and James L.00illexr, for Apvplicant
A.T.WRittle, for Xey System Trunsit Company. Brotestant.

SQUIRES, Commicsiorner:

The Peerless Stages,Inc., & corporation, operating
sutomobile passenger and express Service between Qaklend and Sen
Jose ond intermediate points, and between San Jose and Santz Cruz
and intermediste points, hes petitioned this Commission to fix

just, reasonable and compensatory Iares to be apnlied to the

transpoxrtation of passengers over it3 line between oakland exd
San Jose and points intermediate thereto.

4 public hearing in this matter wes neld on Februwary 11,
1925, ond all interested parties heving been giver an opportunity
t0 be present and to be heard, 2ud the case hoving been submitted
i3 now ready for an opinlor and order.

Applicant alleges that the present fares between Oaklond

and Sen Jose and intermediste points are non-compexnsatory,and




proposes fares which, in its opinion, zore Just. reasonable and

necessary to provide & sufficiernt income to meet opersting expenses,
fixed ckarges sznd net a reasonable return upon the value of the
property devoted to the public service.

The operating lines of applicant are divided into the
Qaklond ond the Santa Cruz divisions. The Qzklend division com~
prises the territory between Ocklond and San Jose, cznd the Santsa
Cruz division the territory between San Jose and Santa Crmz.

No increcses are reguested in the present faresvon the
Sente Cruz division nor in the territory between Ockland and Heyward,
on the Ocklend division. The increases proposed on the Oakland
division wowld, in the aggregate, amount to~approximatelj twenty
per cont in the grots revexue. In some cases the individusl point
0 point incresses are less than itwenty per cent, in others consider-
ably more, and practically all of the fares are on an arbitraxry
basis not measured dY tne actual length of haul.

It is also proposed to sell, for tkhe price of 25 one-way "
fores, commutation books corteining 25 round trips. to be used during
the calendar month for which the book is issued and not good on
Sundeys and holidays.

Applicant contends thet the establishment of comrmtation
fores will decrease its revemune. However, since its president apd
genersl menager testified that in ris Judgment less than five per
cent of the total number of passengers carried would Dbe transported
at these reduced rates, it is reasomzble to expect that their
estsblishment would, instead of decreasing, tend nmaterially to
stimulate its traffic. Eonce, I cannot find thet the future
revenue will be seriously curtalled by the proyosed commtation

fares.




Avplicant submitted exhibits showing that for the perioed
Jemmary 1,1924 to September 30,1924,inclusive, for botk the Oszkland
and Santa Cruz divisions, thoe total transportation revermme was
$195,962,96 ard the total transportation expense £195,52%3.95, a net
operating income of $439.01. For the Oskland division the transport-
ation revenue wes given o8 $1l65,795.20 and the transportation oxpense
$169,712.64, an operating loss of $3917.44. For the Santa Cruz

division the transportation revemme was giver as $30,167.76 =nd the

transportation expeénse $25,811.31, a net opornting income of $4,356.45.

A representative of the Finemce Devartament of this Commission
introducod sx oxnibit, being a stotement Lfrom the books of applicant,
covering the entire year 1924; whica showed thet for the Qaklend and
Sonts Cruz divisions the total operating revenue was $263,215.37, and
the total tramsportation expense $254,37L1.74, a net operating income
of 38,843.63. Tor the Oskland division tke transporiation revenﬁe
wae $225,914.27 and the trensportation exponse $222,457.44, o net
operating income of §3,456.83. For the Santa Cruz division +he trans-
portation revenue wWos $27,301.10 and the transportation expense
%31,914.30, a net operating income of U5,386.80. The net profit Zor
both operating ard non-operzting departments for the year 1924 was
$3,078.34.

Applicent's statement covered only +tho period from Jamary 1,
1924 to September 30,1924, waile the Commission's oxhibit was for tke
entire calendar year of 1924%; hénce it follows that the latter is
more comprenonsive and, 28 such, sktould ve given paranount consider-
ation in arriving et Just, ressoacble and compensatory faores.

The applicant cleimea a total investment a8 of Septexber
50.1924 of $187,552.57, mede up of intangidles $5000.00 and tangibles

$182,322.57, ond on tihis amount asks for a retwm of Lifteen per cent.




Included 2s 2 part of the tangible zssets csre 32 aqtomobiles wanleh,
according to 2 check mede by the represontative of this Commission's
Pinance Department, are given a book value by the applicant oZf
3170.400.02, or & claimed average valme peor car of $5,325.00. Xo
satisfactory evidence was offered to esteblish the actual velume of

these suiomobiles. OFf the 32 cars in operation 2 were built in 1910;

1 dn 1913; 7 in 1912; 4 in 1913; 4 in 1914; 3 in 1916; 2 in 1917;

1 in 1918; 3 in 1922; 2 in 1923, and 3 in 1924, an average age 0f approx-

imetely eight years. It thus appears thet with the exception of the

last eight cars, all of the equipment was constructed in the year 1918
or prioxr thoreto.

Applican% nas charged into its operating expenses, s
devrociation for the year 1924, a total of $43,268.26, or at the recte
of 25 per cent per axmum, this notwithstanding the fact that it has
in use cars built in 1910 and 1911, and that the average age of all
of its sutomobile egquipment is approximately eight years, indicating
that at the rete of 25 per cent the equipmeit, in the netural oxder
of business, hes already been deprecicted twice out of the earnings.
During the yeor 1924, before depreciation was deducted, but including
maintenance charges of $54,946.77, applicant earned a profit of
%£41,316.56 on tne Oakland division, cnd 410,795.33 on the Scnts Cruz
division. o total for the two divisions of §52,111.89.

The evidence shows thet the Peerless Stcges,Inc. was
crected by a consolidation of the properties end operating rights
of & number of individuals who commenced common carrier service in
the years 1914 and 1915.. The corporation secured its charter
Jenuary 30,1922 and commenced operstions July 7,%925.

Pazed on tho number of passengers corried during the period

Jemary 1,1924 to Septemver 30,1924, as skhown in applicant’s exhibit,
and using that basic for the remaining throe months of 1924, thore
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would 2ccrue under the pronosed fores additional revenue in the

amount of $40,806.20, woich added 1o the $8,843.63 secured in 1924,

world give & totel net revenue of $49,649.83, or ¢ return of approx-
{metely 27 per cent on the clzimed investment of $187,332.57.

It avpears to be certzin thst 1f the applicant was 10 begin
service ot the present time with now and up-to-date oquipment, the
total of “he maintenance and depreciation charges would be very mmch
less than thet sceumleted end crharged into expenses during the yesr
1924.

It wonld ve manifestly unfeir to the tra#eling public to
authorize the increases here proposed upon the basis of the results
ovtained during the wast year, which results would have been ent;roly
di®ferent under recosonable maintenance and depreciation charges.
Consideration must 2lso be given to the fact that 1924 was the first
complete year of opplicant’'s opersiions, and thet it has not beexn in
bueiness for & sufficient lenzgtz of time ;n&'under such condirions as
4o make its overations an infcllible index of what 1t may do in the
future: honee I must conclude that the twelve months' period Just
passed LS not controlling end representative, and therefore should not
be employed as & finel basis Lor fixing Zares £or the future.

Protostant, the Xey System Traxsit Company, £iled an
oxcoption to the establichment of tke proposed commutetion feres
potweer Oaxland, Sex Iorenzo, Eayward and poinis irntermediate thereto,

on the grounds that it was now rendoring adequate service and that its

investmont would bo detrimontally affected. Statomorts were subamitted
showing the totel number of pessengers cerried during the yeers 192Z,

1923 and 1924. and the total number of commutation books sold during

those yorrs. I hove modoe & ccreful study of these oxhibits and the
tostimony given in comnection with them, but fail %o find thet the




ostablishmont of commutatior fzares on the basis proposed by applicant
wonld soriously affecet protestant's revenue. Indeed., protestant's
supverintendent testified that in hic opinion the operation of private
automobiles was in the past mainly responsible foxr the loss ¢f this
revenue. ‘

The nistory of zpolicant's overations end thet of its
prodecessors indicates that thore hes never been any strong desire
to perform service between O=ixlend and Zaywerd and intermedinte
points in competition with the Key System Transit Company. In this
application it 1is not proposed to inerease the one-way fares, although
the same are now higher than tre Xey System Trensit fzres, but are on
a lower basis than botween othor points on applicant’s line.

In this connection it seems prover to suggest that

applicant ir pubdblishing commutation Lfares give coreful comsideration

to its ability to handle this traffic, especially beotween Oalzlaznd and
Zaywerd and intermediate points. If applicant cannot give a con-
stant ond positive comrmtatior service in the torritory. monthly
trancportation should not be 30ld, for the record indicates that it
is a common occurreance £or tho stages, ospecially westbhomnd Lfrom

Son Joze to Osklend, to reach Haoywerd with no vaczatl seats.

Upon = careful study of this entire record, and taking into
considoration the foet that ayplicant, at the time this proceeding
wae £iled, hed operated Ffor only little more than a year; that it
commencod oporations with the old equipment of its predecessors, and
that it has cherged in the oxpense excessive amounts Zor depreciﬁxion,
I conclude and find trat tze spplication has not been Justified in
its entirety.

Therefore I recommend thet an order be entered anthorizing

oxn increase in the ore-way adult fare between Oakland and San Jose




from $1.00 to $1.10; also tho one-way helf fare Lrom 50 conts to
55 cents: that the adult romnd trip fore between tho same points
be increased from $1.90 to $2.00, end the round trip khalf Lfare from
95 cents to $1.00.  Applicant srhould 2lso be emthorized to publiskh
coxrmtation fares.

I tairk tho gopylicant should be required to submit to thre
Commission on or before the Lfifteenth (15%th) day of each month for
a veriod of six (6) months = stotement skowing tae number of passen-
gers hoendled between all points on its lines, the esrnings under tae
0ld snd the new fareg and the revenue and expenses. Information a3
10 the revenue and expenses should be compiled in conformity with the
Commiscsion's oxder offective Janwary 1, 1922, Uniform Classification

of Accounts.

I recommend the following Lorm of ordexr:

This application having been duly Leard and submitted by
tke parties, full investigetion of the matters and things involved
neving been hed and basing thid oxder on the findings of fact and
conclusions contained in the opinion,whick said opinion ig heredy

roferred to cnd nede 2 part hereoof,

I7 IS ERRERY OXDERTD that the Deerless Stages,Inec., & cor-

poration, be, and it ic heredy author;zed to esteblish,within twenty
(20) days from the date hereof, the following changes in its fares:

1- To increcse the one-way adu}t fore between Oakland
“and San Jose From $1.00 to $L.10.

2~ Mo increase the ore-way half fare between Qakland
and Sax Jose from 50 cents to 55 cents,

To increcse the round trip cdult Lare between Oaklend
and San cose from $1.90 to  2.00.

o incresase the rownd trip half fare between Ozklond
and San Jose from 95 cents to $1.00.
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IT IS EEZXEBY SURTHZR ORDZRED thzt the Peeriess Stages,Inc.,
a corporation, be, and it is heredby authorized to establish, within
twenty (20) days from the dsto hereof, commmtation fares between Oaklond,
Son Jose and intormediate points oxn the basis requested in its application,
provided such fares tre established only bvetween points where adecuate
cccomodations will be afforded the public. ;

IT IS EZREBY IURTEER ORDIRED that the Peerless Stages,.lnc.,
& coxporation, file with this Comxission on or before the fifteenth (15th)
day of each moxnth for 2 period of six (6) months, after the new rates
beocomo effective, stetement snowing the rumber of vassengers hondled
bedtween =1l points on its lines, the ezcrnings uwnder the 0ld and the new
fares, and the reveonue snd expenses; the information 25 to reveﬁue and
expenses to be compiled in conformity with the Commission's ordex
effective Jamusry 1.1922, Uniform Clessification of Accomnts.

The Poregoing ovinion and oxder are heroby approved and
ordered filed as the opinion and oxrder of tae Reilroad Commission of

Califomisa.

(A
Dated at San Francisco, Califormia, this /,8/ day
Of ( %y&-— 1] 1925’.




