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.Décision Noe /9892

BEFORE THE RAITROAD COMMISSION OF TEE STATE OF CALIFORNIA.

. - . P " ' “ ‘r ik}%’tﬁ
In the Matter of the Application of ) U H

!

1
PEFINSTLAR RAILWAY COMPANY for an A
ordexr granting permission to in-
crease rotes for the tramsportation
ot passengers on the lines of Penin-
sular Railway Compeny Iin the State
of Californiz.

Application No, 13g585.

In the Matter of the Application of
SAN JOSE RAIIRQADS for an oxrder
granting permission t0 increase
r&tes for the transyortation of
pessengers on the lines of San Jose
Railroads in the State of California.

Application Noe. 13,584

* Vs o ol Nt o Sad® ad® b Tl el S el e NGl rad

iouis Oneal, William F. James and
Axthur B. Shoup, for Applicants.

Archer L. Bowden, for the 01ty of
San Jose. :
LOUTIIT, COMMISSIONER:

CPINIOK

In these proceelings authority is sought to increase
fares for the tfansportatign QI passengers over the respective
linese. VApp}ication No. 13,383 was filed by the Peninsiular Rall-
way Company, walle Application XNo. 13,584 was f£iled by the San
Jose Rallroadse- | |

Eublic hearings were held ox both applications at
San Jose on June lsth and October 19th, 1927, _nd in San Francis-

- €O on Yovember 5th, 1927, At the Lirst hearing, it was otipul«tea
by the parties that the two applicatiors should be conaolidated Lor

hearing and decisioz. o
At the hearing in San Francisco on November'Stﬁ,v

the matiers were submitted, on the condition uh&t the applicants
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gecure from this Comuission a certificate of public donvenienco
and necessity %o exercise the rights and. privileges of certain
fraochises for the operation of street cars grantqaiby the City
of San Jose and County of Scnta Clors, réspectively. Such cer-
tifica ve has been granted in Deciaion No. 19,153, dated December
2%, 1927, in Application No. 14,217.

Both of these companies are engeaged in the dusiness
ot broviaing urdan and interurban electric railroad service in
end in the vicinity of the City of Saxn Jose, the principal activi-
ty of the Pexinsular Railway COmpany-consisting o2 interurben ser-
vice between Sza Jose, Palo Alto ant Los Gatos, and intermediate
communities. This company elso omerates certain street car lines
in the City of San Jose and Lts immedlate vicinity. The principel
service or the San Jose Railroado 13 streot rodilway business in
Sen Jose, although the comp,nj operates a suburban service to the
Aistrict east of the city. Both companigs are owned by Soutaern
Doeific COmpany; through stock ownershiv, and are operated by the
same officizls end under the same local management, many of the
employees furnishing service t0 both compenies. A

The existing local fare in the City of Scn Jooe
and %he urban territory immedistely adjacent 18 six (6) cents,
this fare being established on the lines ot the San Jo*e ﬂri
roads under autho“ity of Decision No. &, 636 doted July 26, 1928
on Appiication Noe. 3,788, and on the local lineo of ?enin«ul.r ’
Railvay Conpany under auubgrity of Decision Noe 5,624, oL the sume
dzte, on Application Noa 2,789, |

In December; 1920; both companies again filed
applications for iﬁcreases in rates; Peninsular Railway COmpany;
Application Yo~ 6,413, anl of the San Jose Rallrozds, Application

¥o. 6 414, which were {ismissed by Decision XNo. 9823 and Decision
Yoo 9824, respectively, dated November 29, 1921. In commection

with these proceelings, the Commission's engineering stofs made
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o completd invesiigation of the servﬂce,‘operating and. finzncial
conditions of the two companies and presenteld & repord ;n evidences
In this report, gertain recommendations were made which, with

a few exceptions, have been carried out by the companies. Some

of these recommendations which were not carried out or only pur~

tially carried out are as follows:

l. That the overhead percentage charged L£or store
expense %0 San Jose Railroads by Feninsulor
Railway Company be increased from six (6) yer
cent to twenty-two (22) per cent;

Taat the rate for shop exypense caarged %o San
Jose Railroals by Peninsular Railway Company

be inereazed from six (6) per cent to thirty

(30) per cent;

Thet the rate of four (4) cents ver cer mile
cherged Peninsular Rallway Company for the use
of San Jose Rallroads' tracks be increesed 0
eight (8) cents per car mile, cond

mhat the operation of street cors on the SO~
called Alum Rock line of the Peninsular Rail-
way Company be turned over €0 San Jose Raille
roads, Peaninsulor Railwey Company to0 reimburse
the latter company for any operating losse

In the case of store expense, tne rate was increased

to twelve (12) pexr cent, while shop expense has bYeen increased o

twenty (zoj per cents The eight (8) cent pef car mile charge for

us of San Jose Railroads’ tracks has been put into effoect, ond,

in addition, Peninsular Railway Compony now charges Son Jose Rail~
rocds Company elght (8) cents per car mile for operation over
Peninsular Rellway trackse With respect o the last recommenda-
tion, no &attempt has ever been made to reimdurse San Joze Rallreds
for the losses incﬁfred in the so-csalled Alum‘Roc@ oypaeration.

The primcipol matter to be determined iz the present
procoedings is the loczal urban rareo to be charged in =nd in the
vicinity of the City of San Jose an&, as most of this local ser-
vice is provided by the San Jose Railraads, consideration will
first be given to the application of this companye




At the hearing on June l5th; the applicant presen?ed

a stafement_showing the egtimated Eistorical R?proﬁugtion Cozt
of its Oporative property, as of December 3lst, 192%; to be
31,571, 841,65 | ' |

) At & subseguent nearing, the Taluation Division of tae
”ommi“sion's Engineering Department presented & valvation as of
December Slst 1926 3how1ng the Hisztorical Ropro&uction Cost or
the operstive property on that date S0 be $1,497,288.06, or
$74,553.59 less than the company tigurese

The company stipulated
that 1t would accepﬁ the Commissionts Enginéers' Tigure for the

purpose of rate mzking and since this figure apﬁears to be &
regsonable and proper one Lor & rate base, 1t will beo 50 conzidered.

In support of its claim that incresased fares are reo-
quired the company Liled exhidits or oyerating revenuves and ox-
penses for each yezr from Jamuary 1st, 1920, to December Zlst,
1926, which are summarized in the following tabulation:

Operating

Operating
Rovenue

RwyeOporating
Exnense

Year Income

Taxes

1620
1921
1922
1923
1924
1925
1926

i3 now showing a reduction esch year, while the operating exypenses

£401, 586.53

7410, 771.89
430,115,10
429,749.15
390; 640454
%89;550,94
385,545,71

4%05,192.84

232689410
318,29%.97
345, 374410
334 ; 679494
343’ 033055
348,034 41

$21,911.19
P4,377.22
28, 752,02
28.849.35
26,626.78
25,265.%4

§74; 482450
52,705.58
45,525.70
29,3%%.82
21,091.21
12, 245.75

Trom this table it is apparent that the operating revemue

hove shown a slight increasing tendency, the result boiﬁg that

the railway operating income avalladble for return is growing

smellexr each year. In 1926 tals income amounted to ¢12,245.76

‘a return of less than one per cent on the Historical Reprodnction
Coste In this year, however, the company incurred cong;derable
extraoriinery maintenance expcnse and it 1s probable that the
overating income in 1926 is not representative of the pfésent ro~
,ults of operation dy the company.

In Exhibit To. 28, the applicant hes rorecast & net
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railway operating imcome available for return of £$29,500.00, which

is approximately two (2) per cent on the Eistorical Reproduction
Coste ‘ | _

The Trausportetion Division of the Commission's Tugin-
sexing Depértmént made a study of the company's operaziéns and
rgports'that no material savings in operation—can apparently bve
made as such changes as they believe should be made are not of
sufficient importence to materially change the result. It
appears that rather loose inter-company accounting relations
oxist between tvhe Peninsvlar Railwey Company and the Sen Joze
Rellroads ‘and that a more stringent apportionment of the 6xpenses
incurred foxr the denefit of each company would result ih”savings
~to the San Jose Rallroadse

| This 1s particularly true in regard to the so-called
Alum Rock 6peration; this being an 1hstance where the S$n Jose
Railreds provides passenger service over Peninsular Railwﬁy‘
. Company's tracks in order to fulfill the franchise obligations
of the latter conpany. This service apparently is provided at
a consideradle opersting loss to the San Jose Railrosdss 4
before mentioned; 1t wes the recommendation o# the COmgission's
engineers in the Lormer proceeding that the San Jose Railroads
be reimbursed for this 10ss. The record in the jresenx proceed-~
ing indica?es that not only has Peninsular Rgilway Company failed
to &o tals, but also that the dompany's officials have very
3light, 12 any, knowledge as to either the amownt of reverue
collected anuually on this line or the cost of providing the ser-~
vice. From such informetion as appears in the record, it is con-
cluded thot the revenue collected beyond the Jjunction of King
Road and Santa Clera Avemuwe, or on that portionm of the Alum Rock
line walch 15 owned by tge Peninsulax Railway company; does not

exceed four thousand (4,000) dollars pexr yeaw. The books of the
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company are equally vague as to the cost of providing this ser~
vice. It is definitely established, however, that San Jose Rail-
roads nays the Penminsular Reilway Company eigat (8) cents for
each car mile operated over the six miles of traék involved and
this rentel includes the maintenance and is presumed %o include
the power. It appears, aowever, that Sen Jose Reflroads, during
the greater poétion of the time, furnishes the power not only for
1tz omn oneration, dut also for such Lrelght movements as the
Peninsular Rellway Company may make over this track.

It eppears from the record thaf the cost of providing
service on this line is anmproximately $17,000.00 per year and
the revenpe is abdout $4,000.00, resulting in a loss of %$13,000.00,
annuslly. |

It is recommended that an accurate accounting be kept
of both the revenue and the cost of service on thic line and that
proper adjustment de made, by Peninsular Raillway Company, relim-
bursing 3an Jose Raillroads for such losses as mey be 1ncurre§,

The following Tebulation shows the estimated operating

restlts of the San Jose Rollroads:

: : Opr. ¢ : Rate
: tExpenses:Available: of
:Operating: Incl. @ for :Retumn:
: Revenue : Taxes : Return :E.R.C.::

*y BP BE BB

0 &8 S0 A

Reference Year

Commission®s Exh. #33, 1927 £365,%20. $332,145. $33,175. 2.224 °
Applicant's Bxh. #29, 1928 349,169. 337,128. 12,047. 0.80%

If proper acéounting for the losses incurred in operat-
ing the Alun Rock Line is made, the amount avallable for return will
be increased neariy one per cent.

After considerizng all the recomuendations for increasing




reveme, together with those looking toward a reduciion
1n operating expense, it is ajpparent that the company will
st11l f2il to earn the mate of return mentioned in the é.p-
plication. There is 1o evidence ir the record as to any
rate of fare, the establishment of walch will yleld to

the coxpaxy 2 rate of return in excess of five per cent.

+ appears thet a substantial increase in the amount

ave.ile.'ble for return can be obtaimed by putiing into effect

e ten (10) cent fare with four tokens for twemty-five (25)
cents. It is estimated that such a fave structure will
result in'a rate of return to the company of approximately
5 per cent. Such g system of fares also carries with 1t
the 2dvantages that accompany & single coin fare, in toat
the mumber 0f change making transactions is reduced and the
use of pennieg entirely eliminated. Witk one-man operation
of cars thisz is a distinct advantage anl reflects in bDetter

and, faster service.

As stated bYefore, the Peninsular Railway operates 2
certain amount of local service in San Jose and the imme-
diate vicinity. Since the kind of local service offered
is similar Yo that of San Jose Rallroeds aund the two roads
are under the same management and bave the same wage sched-.
wles, it appears reacoradle to assume ‘tha.t the cost of opera-
tion, at least as far as this strictly local sexvice is con=
cerned, is approximately the same. Therefore;.the rates
oL fare presc;.-ibec. Lor the Saxn Jose Ré.ilroa.d.s ghpuld alzo
apply to the c¢ity lines of Peanlnsular Rallway and that




company saould 2ls0 be authorized %to put into effect thezo rates.
It also anpear that it would be &e.irable~from the ﬂtandpoinx ot
public conveniernce that the tokens of the two companies be 1nter-
changeable and good Lfor tremsportation on thae cars of oither line.
It szowld be understood, howevez-; that the retes of fare
' above récommende& are; to a certain extenz; experimental. From
the information at hand it appears that they will increase the
reverme but not provide the return sought upon the value of the
proyexrty. If, after they have been tried out for a reason&ble
lexngih of time it is found they are not proving satisractory, |
zeans should be provided whereby the Commission can expeaitiouslj
zake such changes as may appesr proyer. For this reason, the order
that is entered at tae present time in taese applicationw should

reserve tae right to change by supplemental order the rates hereby
prescribed.

The following form of orler 1s recommended:

Saxn Jose Ra{lroad and Peninsular Reilway Company, having
made applications for am oxder granting authority to increase the
rate of fure on. their respective street car lines, pudlic hearings
kaving been.held.an& The Commissioz being apprised of the facts,

IT IS EEREBY OXDERED that applicants, San Jose Reilroads
aand Peninsular Rallway COmpany, be ans they are héreby anthorizeld

to establish within Talrty (30) days from the date of ﬁﬁis,Order




schedules of fares as prescribed iz Exhidits "AT™ and "3BT attached
hereto and made a pert hereof by filing end péséing tariffs in
the mazner aes;gnated in Section 14 of the Public Ttilities Act of
the State of Californise _ o

- The Commissior reserves the righgkto meke such further
oxder or Qrdefﬁin)these proceelings 25 iV mey deem necessary
and desirable im the public interest.

The effective &ate of this Order shall be twenty (20)
duys ‘from the date hereofe )

The foregoing Opinion and Order are heredy approved and
ordered filed az the Opinion and Order of the Railroad Commission
£ the State of Californite
'VDatea at San Frencic co, culirOrnia, this 4 <= day of

v

/%C//az
o%?f sionerse.




 EXEIBIT "AT

-, -

SAN JOSE RAITIRQADS

Ome Way cash fare ter (10) cents between all points .

where the present one ﬁay'rare is six (6) cents.

Four (4) tickets or tokers for twenty-five (25) cents
between all points where the:pfesenx one wa& fare is
six (é) cents; subject 40 the following conditions:

‘Tickets or tokens shall be orre?ea for sale on
ell cars and et the company's ofrice;.unlimitea as to
time of use and entitling the holder thereo? to oze
continuous trip in the same general direction subject
to the téanéfgr privileges as shown In Item 9 of San
J?se Rallroads Locel and Joint Passenger Tarifs No.
4, C.R.C. To. 5. | |

Fares 10 and from all other points will be the same
28 now snown ‘in San Jose Railroads Local and Joint

Passenger Tariff Noe 4, C.R.C. NO. 5




EXEIBIT "3™

-

PENTNSULAR RAITLWAY COMPANY

One Yoy cash fare ten (10) cents between all points
located betweern San Jose and Boscome Avexue and be-

tween San Jose anld cherry Avente.

Tour (&) tickets or tokerns for twenty-five (25) cents
appliéaﬂle between the points desé:ibed in éarégraph
(1) above; sublect 40 the Lfollowing conditions:

~ Tickets or tokens shall be offered for sale on
all cars bperated between the above points and at

the company's office, unlimited as 1o time of use and
entitling the holder thereof %o one contimuous triyp

in the same general direction.

Fares %0 and from all other points will be the szame

25 now shown in Peninsular Railway Compeny's LOcal'ana
Joint Passenger Tariff 6-C, CoR.C. Noe 1lde -~




