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IEFORE TEE RATIROLD CUDIISSION OF TEE SIATE O

In the latter of the application

»< FRESHO TRACTION COURPANY, fox

an order permitting it o increase Application No. L2653,
its rate of fare upon its street

car lines.

Everts, Bwing, Wild & Everts, by D. 3. Ewing
anld F. G. Zverts, for Applicant.

Loren A. Butts, City Attorney, for City of
Fresno.

TOUTIIT, COMIISSIONZER:
CPINIOX

- In thiz application the Fresumo Traction Company‘states
that the existing rate of fare charged on itc street rallway
system within the City of Fresno is insufficient to pay operating
expenses, texcs and afford = reasonadle return upon its capital
investment, and requests that the Commission make an order in-
ereasing its rate of fare sufficlently to allow the Compeny to
carn o return of eight (8) per cent om the wsed 2nd useful
property devoted to public service in the City of Fresmo.

A public hearing was held in this application at Fresno
or Qectober 25, 1926, .
It appeared at the hearing that the company was operate

ing over two limes for which no certificate of convenience and

necessity had been issued by this Commission and the company was
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requested to make application for such a certificate. According-

ly the oompany filed aprlication No. 13371 and by the Commission's
Decision No. 18065, fated March 14, 19287, certificate of cone
venience and necessity was issued suthorizing the operation dy
the comnany of taese two lines. After the issuance of thig .
certificate the present application was subnitted for considera
tion. ’
In its applicatior and the statements attached thereto

vee company has given im detail a record of its revenue and
exﬁcnses during the year 1920« It is alleged in the applica-
tion that the present capital investment pf the rresno Traction
Company is $1,328,796427. It is set fortk in the company's
exhibi?t that the operating loss, exclusive of any return oﬁ
tais investment during the year 1925, fLor its lines in the
City of Fresno amounted ﬁo 53, 569481 and by ineluding a return
on investment o defiecit of ¥110,280.00 occurred. .

In addition to the ctatement of operations for tke
year exnding December 31, 1925, attached‘to its application, the
Company =2lso submitted exhibits showing ivs receipte and dis-
bursements for other periods in general subsecuent to December
31, 1925, and also exhibits containing the franchises under
which 1% operatess INo detail setting forth the method uced in
the determination of the investment amount as stated above was
subritted.

The Commission's engineers made a thorough investia
gation of the books and records of this utility. A report on
vne historical valuation was prepared and presented by Je Go Hanter,
while the sexviece, operation and financial condition was shown

in a report prepared by J. Z. Cooper and M. d. W00l




Xo evidence ¥tending to eztablish the mezconadle in=~
vestment or the present fuir velue of the properties of the
railroad coapany was offered by the company. I am of the
oplnlon that there is cast upon the utility seéking an iacrease
oX rates the burden of proving by competent evidence a irue
valuatlion of the properties involved upon which ar interest
return is expected.

Tae Commission'’s engineexs, {n their report onr valua~-
tion submifted in vhis pfoceeding, made o thorough study of a2
valuﬁtion Jrepareq iz on earlier proceeding (Lpplication Xo. 7705)
and of the additions aond hetierments constfuéted subsegquert to

the date of that valuaition, and 1% appvesrs Zrom the evidence

sudnitted by the Commission's engincers taat the prosent falr
value of the Treosno Tractioﬁ Companyts local street car systen
in the Civy of Tresno, ixcluding the lizes within the 6-oent
Lare zome, 1z 1ot less thaxn 31,333,796.37; vhe amount alleged in
its application in this procéodingp and it iz recoummended that
this sun bYe accepted for the purposes of thls proceeding as the
rate base upon which shall be couputed 2 return %o the Coapany.
The Fresro Traction Company renders both a local and
interurban service. The local sexrvioce concists of sevén street
coxr lines operated withiz the city or immediate viéinity, whilé
the interurban cervice, which consists of 3two lines, 4is éxtended
from the ferminil of two local linesz several miles outcide the
City of Fresno. The basic fare on the local lines is six (6)
cents, waile the interurban fare varies withthe distance.

The CommlicsionTs engineers, in their study of opera-

tions, have adopted a Aifferent method of apporiioning revenues




ard expenses between the City lines and the outside lines than
thet used by the Company. Three of the local limes which are
entirely within the sixz (6) cent fare zone operate for short
¢istances beyond the City Iimits, and since the six (6) cent
Yasic fare which applicant desires to increase appllies to the
ends of these lines, the Commission's engineers have considered
them part of the local system.

The Traction Company in its allocation of iis revenues
and expenses has used & method dased onr the number oL car miles
operated. After determining that 87.9951% of the total car

mileage of the gystem was operated within the City Iimits of

Fresnd, it has credited city operations with this pércentage

of the system revemue and charged city operation with & like
percentage of the total operating expeanse. The two county lines
operate through a sparsely settled territory and have dbut few
patrons and from a tadble compiled from the Company's records,
it eppears thdt the revenue rer car mile for these lines out-
side the City amounts to but 540439 while that for lines within
the City amounis to $.1674, or approximately fouwr times as great,
and that 995 of the total system revenue is collected on the
local linese It therefore appears that the City's operation
should be credited with & consideradly larger prbportion of
the total revenue than that reflected dy the Company statemente
In the apportiomment of operxrating expenses between
city and county lines, the Commission's engineers have used a
formule under which the charges to the two services are dis-
triduted according to the units with waich they are directly
affected, for instance, maintenance of eguipment is apportioned
according to the number of car miles operated, while track mainte-
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rance is divided according to the number of track miles maintained.

The records show that the net revenue received from
the operation of tke local system fox the twelve months' pexiod
enfing June 30, 1926, basedlon the allocation made by the Com-
nission’s engineers, was $35,819.80, from which taxes ¢mounting
to $18, 606.47 should be deducted, leaving o net income of
qpl?, 2134336

The study of the Commission's engineers was gxtended
to include operationm and service rendered by this utility and
in their report they have made certain recommendations with the
view of effecting 2 saving in the cost of operation. These suge
gestions comsist primarily of an increase in the keadways of
cars on cexrtain lines during tae periods of the day when travel

is light and changes in the routing on several of the lines to

effect a more cvenly balanced service with a reduotion in the
munoer 0f car miles operated. These recommendations are
asgembled into a general plen of re-routing and changes in
schedule and o forecast is made of the probadle rinaﬁcial result
0 a year's operation under suck a plen based on the assumptiorn
that xo material change in revenue will result from either a |
change in dusiness conditiors or from a reduction in traffic
because of changes in services The net ircome under this plan
is estimated at $49,757.00.

It therefore appcars that the net income of the Compaxny,
based upon the service now rendered, ani the rates now in effect,
amounts to $17,213.3% which amount would yield o retum of 1.%%
on a rate base of {1,328,796.27. However, if the recommondg-
tions of the Commission's engineers are put into effeet it is
concluded that the Company may reasonably expect a net income of
$49,757.00. To carry out the recommendations of the éommission's
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engineers will involve additional expenditures in capital &a—l
counts estimated at $36,900.00. A4dding this smount to the
rate dase of Q.,zzs 790.27 nrev*ously found results in a
total of $1,365,696.27. The estimated income juSu stated
would yleld a reburn of 3.6% on this rate dase.

Ix ny opinioxn neitner vhe return from the sexrvice
23 1v now exists with a 3ix (6) cent basic fare nor the return
that noy be expected Lif the recommendations of the Commigsion's
exgineers are ocarried out, is reasonable and since it _npears
that no further saving in operating expenses can be realized
without serlously impairing the service rendered, the only meams
of securiag an adeguate return for the company on its local
system is by an inerease ia the fare.

It is doubsful that the service changes, if carried
out, will greatly affect the revenué. The suvggested reduction of
sexvice Quring the peuk perxriods of travel in the morning and
evening frozn that now in effect'is negligidle and some zddition=~
a2l service is proposed during these hours. The principél're-
ductiorn in service would occur during the slack periods in the
2iddle éf The doy and even nere the changes in headway are slight.

A v0 the offect on irncrease inm fare will have on the

volume of traffic, there is very little evidence in the xecord.

Lpplicant introduced no direct testimony as to what, if any,
deflection in travel couwld be etpectea and the only testinony

in this respect is a statement of one of the Commission's En-
ginmers that there i1s uswually some deflection dwe to inereased
rates but that in the vase where rates have beex lacreased in
tals state many other factors have entered into the problem and
that it has been impossidle Yo f£ix any defirite foxmula for esti-

nating tae £allil 022 of wraflfic duve %o rate increases.
28 o
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The changes in rew=routing, schedules and service Pro=
Posed by the Commissionfs Engineers appear to be satisf&cﬁory

Lo the City of Fresno aﬁdvapplicant at the hearing expressed a
willingness to try the rew planm. It is prodeble that if the

fares are inoreased there will be, for a time at least, sone

spall reduction in the amownt of travel. No specific rate
scaedule 1s applied for in the application but I am of the

opinion that if a geven-oont bvasic fare is charged and patrons
given the privilege of purchasing tickets or tokens at the price
of three for iwenty cemts, tais company ¢can earn & return of

about four (4) per cent. If, in addition, the plan of 0pe:ation
suggested by the Commission's Engineers is put in effest, this
rate of relturn may :easonabiy be expected to inorease to approxi-
nmately 63 per cent. It is therefore reocommended that the Traction
Compony ;e authorized to increase the rate of fave on its loeal
lires where a six (8). cent fare is now in effect o seven (7) cexnts
and reguired to seil'tokens or tickets at the price mentioﬁed or

taree for twenty cents. The Lollowing form o order is recommended:

Freseo Traction Company, having made application for an
oxder granting it authority to increase the rate of fare upon ilts
sireet cur lines, a public hearing having been held and the Commis-
sion being apprised or the facts,

IT IS EEREBY ORDERED that applicant be and it ig hereby
authorized $o file with e Cémmission axnd put into effect within
toirty (20) days Lrom the effective Gate of this order g schedule
oL rateé inoreasing the present basic six (6) cent fare to seven (7)
cents %o apply on all lines now operated either entirely iz the City
of Fresno or partly in the City of Fresno and paxrtly in the wnin-

corporated portion of %he County of Fresno and wiithin the present
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six (6) cent fare zone and thet tickets or tokens, unlimited as
vo time for use, and each entitling beurer to one ride within
the limits of said zone, be offered for sale on the sars of said

conpany a¥ the rate of three tickets or tokems for twenty cents.

The effective date of this order shall be twenty (20)

days from the date nereof.

The Commission reserves the right to make suck further
orders in this proceeding as mey seem necessary and desirable.,

The foregoing opinion and ordexr are hereby spproved and
ordered Lfiled as the opinion and order of the Railroad Cbmmiséion
of the State of Californiﬁ.

%ed at Sex Francisco, Californis, this_4§1124{ de,

of July, 1927. '

Commiscioners.’




