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Decision No. 15822 L

~ BEFORE THE RAIIROAD COMMISSION OF TEE STATE OF CALIFORNIA.

Iz the Matter of the Application of

KEY SYSTEM TRANSIT COMPANY, e corpora-
tion, Zor an order readjusting its rstes
and establishing Just and reasonadle
ratez £oxr the transportation of persons
and property between points on the Com-
pany’s liznes in the State of California.

Application Xo. 11329
(?.ehearing}

> Vsl Yo Qe P P N NS

In the Matter of the Investigation upon
the Commission's own motion into the
rates, fares, charges, classifications,
practices, rules, regulations and sexvice
of the XEY SYSTEZM TRANSIT COMPANY & pu.b-
l1ic wiility corporation.. .

Caze No. 2467.

b N Nt W Vs N B

Dunne, Brobeck, Phleger & Harxison, for
the Xey Systexn Transit Company.

Guy V. Shoup and C. W. Durbrow, for the
Southern Pacific Company.

W. J. Locke, City Attorney, for the City
of Alameda.

Preston Higgins axd J. W. Colliexr, fLor the
City of Qaklant.

E. J. Sinclair, City A.ttorney, and John XN.

Ey, City Manager, Lor the City of
Berkeley.

Thos. M. Carlsom, City Attorney, for the City
. 02 Richmond.
Ce Wa Taite, Lo the Town of Hayward.
G. X. RLchardson, Loxr the City of Piedmont.
Thomas W. Girdby, Lfor thoe Town of Emeryville.
SEAVEY, COMMISSIONER:
CO2IXIOXN

The above application was £1led by vhe Xey System
Transit Qox;.pa.ny on June 27, 1925. Because of thé needs of the
Company on December 3L, 1925 imereased interim fares were granted
by Decision No. 15617.  Followinmg that fmterim order a further
4 stu&y was made of. the situstion resulting in certaln findings of
facts and recommendations and an order directing the eétablisﬁ-

.ment of certain purely experimental fares, Decision No. 19027,
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d.e.ted. Novemder 9, 1927.

The Company 4id not elect to try these oxperimental
fares end petitioned for rehearing, waich wes greanteld on Decenber
22, 1927. On the samo“date the Commission instituted an imvesti-
gation on its owa motionm, Case No. 2467, broadening the issues
to bé consillered. TFurther hearings were held on Jauusry 24 and
25, Maxch 6, 7, 8, 27, 28 and 31, 1928, on waich last date the
matters were submitted.

Cutsideof those Leatures which will be hereaftexr

discussed, there seems no reason to alter the findings of facts

set forth in Decision No. 19027, to which fecision attention is

neredy directed.

The experimental form of fares sel out in Decision
No. 19027 will no lomger be considered. It is.obvicus, as in-
dicated by tho Commission in that decision, that there was little
hope Lor success with such fares upless the Company tried them
out wholeheantedly. The municipalities, the business interests
end the people gemerally ix the Zast Doy District evidenced &
desire and willizgness to aid the Company in every way in this
experiment, but the Company 4id not wish to take the step, he-
lieving thet it was too much of a risk im 1ight of its Limemciel
condition. ‘

In Decision No. 19027 this Commission estimated that.
the cu:rren'i: :tina.ncial results of thoe applicant’™s operations on
en axmusl basis fnmdicated s met ixcome available .fo:"' return of
$1,195,07%%. On a comparable besis, wsing 1927 actual, re#.-o:m.e.
and texes, this figure of zmet income Zor 1927 Is $1,014,425.

The decrease in revemue according o the record ié_ continuing
Zor 1928 and therefore the xet sncome Tor 1928 om the preseat
Zares wndoubvedly will be redu;;:ed. to a subgtantially lowexr

figure. The Pixed charges for 1927 toteled $1,078,250.63 and
for 1928 will be approximately the same. ~ It 45 therefore




apparent that with the present basis of fares thisz applicant
will not be in 2 posi‘&‘io&:lto neet its fixel charges for 1928.

The company' in oxdor o contimie o gj.ve- service to
tae gublic'is entitled Yo and must have increasel net income
axd to heve’ tiw.‘t increase permanently.’ This xust be accom-
plished by both increasing revenue and d.e&ea.eing eXPONZO.
This Commission has previcusly pointed out how expenses may
ve decressed. Orly the possibility of further increase of
revexue will be discussed in this opimion.

TRANSZAY LINES

The Company asks as hase :fa.res 25 ce:_xts one-way and
$6.50 commuitation. The ome~way fare is now 21 cemts.  The
éér*xice here perfomeé., compared with the service performed
under the local preosent Lfare of 7 cents and the meximum pro-
posed fare of 10 cemts, inldicatez that the fare of 21 cents
should not he increased. Checking the relationship between
the one-way fare and the comxutation against the aversge cost
of sexvice on the transbay lines further confirms this con-
clusion. The estimated total average cost per 'tra.ns'bé&
passenger trip, as Qexrived from the figures in this record, is
approximately 17.3 cents, of which 13.1 ceants reflects the cost
of operation and 4.2 cents reflects return on the facilities
wsed. Unler the present commutation fare of $5.20 per month

the trip rate cack way Lis 8-2/3 cents on & thirty day basis and




1l.2 cents ox the average usage dasis. In my opinfion, under
the circumstances and conditions in this'temitozy, the
commtation rate showld be sufficient to covor the average
woit operating cost of the present trausbay service, together
with some margin for return wpox the facilities used. The
$6.50 commmtation rate proposel by the Company is eg;uivaient\

£o 14.1 cemts per trip on the aversge usage besis.  This rate

meets the above condition.

I therefore recommend that the regular one~way fore
remain as it is at 21 cents and thet the commutstion fare be-
tween Sax Framcisco and Richmond be inmcreased to $7.00, and
the fare betwoen Sem Framcisco and all other east bay communi-
ties now serxvel at $5;20 be increased to $6.50.

I farther recommend that the Company, iz ordem %o
increacse i‘i:s traffic and its revemue, seriously consider putting
in special round-trip fares oxn off peak periods, such as Sundays,
holidays ard evenings.

SIREET CAR LITES
The conditiom of the sireet car infustry taroughout
the mtion'is very wnsatisfactory. In the east bay district
this is true in an sggravated form. It has the gexneral con~-
dition of Qestructive competition wi't.li‘ the private automobile -

in a territory where the automodile caxn be useld to advsniage
throughout the yoar. The region is a ALLLicwl?t one to'serve,
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‘ixeing & nerrow steip thirty miles long, with a large proportion
of"unproﬁ.tablé texrritory. e history of the fLinanmcial
tracture of the Compeny has been one of comsiderable misLor-
tune. Also, its public relations gemorelly have Yeen unsatis-
factory. __ . - i
i Tn this record there are severzl fare struchures
under consideration for Yhe stroet car lines waick either the
engineors o the compaﬁy or the engincers of the Commission

estinate wi.ll bring adlitionel revenue. They will be Gesig-

pated and dfscussed from the standpoint of their basic fares.

1. 5=Cent Zone Fares: The Commissionts engineer

estimated that this plan would imcrease the gross aumual reverme
of the Company in the amount of $440,000. Yo estimate was
presented by the Compeny.  The estimate wes based generally
wpon the zoning outlined in Decision No. 19027 v&l:;ere the present
sixteen mile zone of Oskland and Berkeley was dividel into three
zones. If a zome sysbtem of fares was put into effect some such
division would be g.ecess‘e.:-y, et no basic study has bveen made

to deternmine the most egquitable fare bresking lines.. IX

suck fTeres were to be attenmptod at this time they would be ex- .
perimental and the zones woﬁld. probebly need soon to ve revised.
Under the straight zome fares the revemue would be incrleased.
immeddately with a provadle Qownward tremd, £inally seeking a

level considerably. above where tho present 7 cent fare Ls setiling.




I am inclined to believe Tthat in this territory a basic zone
éys‘cem 0L 5 cent fares, with some comcession to The regular loxng
distance rilers, will become necessaxry in the gquest for eguitable
feres and o more alequate return and that this should be sttempted

belore. 'dﬁving-. rilers away with h'igher‘ basge fares. It woull Ve

wise for the Company at least 10 collect data that mé‘y' be used
in making a &etermination aloné this line. - ’
2. 5-Cent Zome Fare with $1.00 Weekly Pass: The

Commission engineer estimated on this modification of tho
straight § cont zone fare an increase in gross anm:.e.l revexue
rerging from & meximum of $834,000 to a minimum of ’3'134 200.
The .Company engineer estimated o 1oss 6f a.pproxima'cely ..,;400 000
for the yoe.r 192¢8. These Ligures o::' max:i.nmm galxn and loss a.re
v.nd.oub'ced;l.‘f fax .fneyqnc. the mark. s am comvinced thet not only
would this form of fare ‘oring 1z 23 muck 1f not more rovemme
et it would have o texdezey to & future increase rather than a
&ecrease, as is being experienced wader the present 7 cent fare.

3. 10-Cexrt Fare with $1.00 ?Ieeacly I’a.sa. This is the

fare proposed. by the a.pplica.nt. The ‘c:ompaz?.y’s engiieor, osti-
mated & net incresse in anmual revemue of MZ&;GOO for the year
1928. The Com;nission's; engireer estimated & reduction in gress
anmial reverme, after o period of adjustment of Lrom two to thres
years, to the extent of 4375, OOO."_ Uﬁaef cﬁ-css—erxamim‘tion,
nowever, coertain errors in caleulation were pointed out whereby
an estima.te prepered on the premises used. showed the red.uctﬁ.on.
in gross reveme"increaaed to $755,QOO. The Commission's
engineer testiZfed 4o another estimate of what this form of fare
would produce based upon dizferent premisés wbich resulted ib. 2
decrease in revemve of $365,ooo. The wide variation inm the
amounts weich those different estimates show would be esxmed
under this form of fare suggests & very sericus uncertainty ae
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o the actuel effect of estadlishing this fare.

The company'é estimste 1t wowle seem is sll that
conld. be e:cpec ed und.er the most ideal conditvions. Such conr-
dition.—. do not obta.in in this regﬂ.on, as has beem. indicated to
some extent hereto:roz-e end 28 will bo reterred. 'co later in this
opinion. | ’Ilhe 10 cem: fare Iis generally recognized as the
maxdimam a.mmt that caxn be chargeld Lor a. s:f.nglc territorisl
street cax rid.e, it boing generally a.dm.i‘cted. tha.‘c any higher
fare would. pemanently dr:!.ve away both the long and short
tistance rider to o‘cher means of tr&nsportation.. I Ie.ct,
as. the resu.lt of the present d.omwa.rd. trend of 't:raiﬁ.c 'o.nd.or o
the ez::.sting 7 cent fare, the COmpa.ny'ﬂ enginee:r mod.iﬁcd. his
estimate, ah.owing mt the net :Lr.crea...,e in grosg revemo ior *he
yoar 1928 would prodably be only $171,300. With the contimua-
tiom of this downwerd tremd, the revemae of the Compeny 1z the

third year would be found to closely approximete the estimate
o2 the Commission's exngineers

e w

4.. 10-Cent Fare, T Tokens for 25 Cents, I1.00--Weelkly

Pass: Tais form of fare Ls & concession to 10 cent riders
under basis No. 3 who ride rather frequently and will also take
awsy some of the pass riders who are iz the twilight zore. = The
cOm:;zismS.on engineer estimetes an sxyusl gross loss of 633‘,000;
The Company enginecer estima.tes & net galin o reverue or a.bout
.,,165 000. This proposal is mb;ect othorwise -to some of the
seme strictures ;é_.s'.ba.sia No. & ané altogethex d.ges «::ﬁqt give mich
hope. . o

5. '10-Cent Fare, & Tokens for 25 Cents, $1.25 Weem.l

Pasg: The Cc»mpa.ny o*.fered. 'chis rom of raa:o "or conuid.era.tion
with the statement that it was not a.ccepta.‘ble axné its engineor
estimated that the net increase in revonu.e would be 585,500 ror
-&."




1928. The Commission ang:!.ﬁeer made no es’cimaté. This agaln
i a form of concession to the 10 cent riders. It will throw
more percentage into the tokea cless and will have a much greater
tend.ency to decrease tb.e total :rumber 0L riders. "Eempora.rily
it will give some ad.&cd. revexto it pema.nen’cly, wnder normal
condivtions, it will reduce the total riders much ‘belcm Ko. 3 and

Nos. 4 and prod.ucé a total revenue somewhat higher. It alzo is

subject to somé of the same strictures as No. J.

| During' the hoarings on rehearing tb.e' Company ca.l:!.éd.
as witnesse., the genera.l managers of the street car lines iz
Salt Lake O:!.‘ty, Seattle and ma.coma., and the ma.nag:f.:ng d.iroc:bor ot
the .&menca.n Electxric Rs.ilwa.y Aszociation. 'Eb.e...e were a.ll nen
of conoid.emble experience witn street railways in opera.tion and
rate matters a.nd. in general ..‘cudy. + Three of _'chese wi‘tnessea a.re
in active street car ma.ne.gement anl have for a laxrge portion o:f”
the last ven years been experimenting with d.if:teren’c :tom of
fares and, as I reald their te timony, are still eo:;pemimenting.
They testified specifically and strongly againct the experimental
,fares proposed in the last order of this Commission anld gemerally
in favor of the fares proposed by the Company. Their experience
has been confined principally %o service in temtory that nay. be
texmed one unit of population and orxe municipal comtrol. - I
question 1L thelir experience can be used to zolve the east bay
prohlém' except in a very goneral waya.

' We hawve here a witility operating a unifield street car
- systen :L;:. ten separate municipalities. At least five of these
cities have developed irdividually and largely within themselves
until the pb.enomenal g::ovz‘ch oL this sec.tion ha.s brcmght their
outskirts together. E!hey .,till. reta.in ‘th.ei:: indiv‘id.uality, evm
though one of them :L.; now me'tropolitan in :xizo. Some or them
gtill retain their constituti onaJ. control over c.erta.in. :roa.tu.z-es
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o2 this utility’s operatioms. ALl of them have legal control
over automotive trausportation within their bounds. Testimony
in this record indicates action inm ts2zerent parts of this,
temtory adverse o the interests of applicant in the event
that. increased revemue Is. sought to be odbtained through 1ll-
~8dvised fare structures. |

Urbax trapsportatioz is inm a serious period of trens-

itioz. It is nothing strange or unexpected.  The new fLoxm Iz

maling inroad into or trausplanting the old, as hes happened inm
the pesTe. In. many instances the change has entirely taken
pla.ce, eithcr 'by a total a.band.onment or by tramsplanting. This
record is replete with testimony direct and indirect to the effect
that this Company is mow in serious firnancial difficulties and
thet the future does not hold out hope for any contimed alequate
retgm; u;poz;._the izvestment iz s.'treet cexr propexrty Irom revezue
from thad operation. ‘ ‘ |

- & anm frank vo say this record seems %o indicate that
the wolf ha.s been kept ::r.om the door longer in those cities
where the:_-e“has been '@:he direct assumption of municipal responsi-~
Pility Zor operation oz full and open public cooperative srrange-
ments be-‘;ween loca.l.‘a.ﬁthorities and uwtilities, concessions made
on ‘bo‘th siles and exporimental rates tried with Joint approval.

Under this record and the conditions statef I camnot

recommend %0 the Commission ikat it'order 1nt0 effect for the
street car service any of the forms of fares hereinabove con-
sidered. Any such action would be in the nature of questionadle
experimenting with & cituation extremely hazardouns Yotk o the
~ applicent and to the public. The Company itself shounld, If
possidvle with the aid of local gutborities, prepare the way for
some Zorm of fare experimentation and other moans of lessening |

the stress ox this system that appears to have more reasonadle




chaxnce 0L success.

T therefore rccommond that the matter as to siroet caxr
2aros be left open for further order to suck time as after due
consid.era.’c_ion the Compeny by resolution of its Board of Directors
pay petition this Commission to f£ile fares which it beliévea
'.viil most nearly meet the exigencies of the situation.

The following form of ordex is recommended:

| The application of the Xey System Transit Comdany for
an a.djustmént of Lts fares being vefore this Commission on ro-
nearing, the previous oxder, Decision Ko. 19027, having been
sugpended, pudblic hearings ha.ﬁng been held, the Commission
being apprised of the facts, the matter deing under submlission
and rea.-d.j Tor decision; |

IT IS HERERY ORDZRED that applicant bde and it iz

horeby suthorized to establish within thirty (30) days from the
dete of thisc order upon not less than three (3) &ays’ notice to
the Commission and to the general pudblic by -:iling and posting
tariffs in the manmer proscribed in Section 14 of the i?u.blic
Utilities Lct, and thereafter maintain and apply & monthly
commatation fere of 56,30 between San Fremcisco and Berkeley,
Xorthbrae, Albany, cie.remont, ".eieamont; Tnderhills, Mstle Glen,
Oalcland 2nd points intermediate thereto a3 shown in i_tem 163
of Koy System Tremsit Company Teriff C.R.C. No- 18, and & monthly
commtation fare of $7.00 bebween San Fraxcisco and Pxllmen,

RYchmond, Point Richmond and San Pablo, sudject to the Zollowing

conditionas




l. The applicant shall Pfile with the Comuission
zonthly reports of such operating and traffic
statistics as the Commiscion may prescribe from
time to time, oxn forms approved by the Commission.
Paxrther, upon request, applicant shall furnish
copies of said operating and traffic statistics
vo the Auly accrelited representative of each
community irn which the applicant’s lines are
operated. .

2. The Commission reserves the right 4o abolish
or o modify or change Lrom time to time, by
supplemental order herein, the rates and fores
herein prescrided and to make such further orders
in This procceding as may be deemed right and
Propexr.
IT IS EEREBY FURTEER ORDERED that these proceelings
. remain open in accordarce with the rocommendations iz;'th’e o;pinioiz
iz so far 2s they apply to the street car fares on this system.
For all purposes the effective date of this order
shall be-ﬁwen‘cy (20) &ays from the date hereof. |

The :rorégoing opinion and ordexr are hereby approved

and orderéd. Tiled as the opinion and order of the Reilrosd Com-

missd.on’ of the State of California.
Dated at San Framciseo, California, this 22“ tay

oL MZ,,(-MZ . 1923..
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ORIXION CONCURRING IN PART AND DISSEITING TX PART

-_oOo-_

I am in gemeral agreement with my associates that some
su‘os‘bantiai rolief must Be given the Company vut I am not in
ontire accord with them as to nature of the reln‘.ef or the kind
of ordexr which should be made.

The condition of this Compeny is probably even worse
than ind.icé.ted. in Yhe majority opinion. © The operative property
represents & cost of approximately $29,000,000.  To reproduce
1t new 1% would cost more than this.  The Zair valuo of the
proporty wnder all the circumstances is i;roba.bly mach lLess. The
Company has 2 bonded indebtedness of 517,445,000, amounting to
about 60 per cent of the cost of its ﬁroperty. Its axmwal

veresy charges on this are, in round rigure ’51'078 ‘OOO~ In
1927 wita depreciation calculated on the ..inking fund basis it.,
actusl operative carnings were%%um&:ssq,ooo:, oxr $244,000 less
then emough to meet its fixed imterest chazgese  The rate
oL return on the cost of the property is less than & ;§er cent.

Questions uswally important in rate proceeq.ings are
here nximportent, Lor here the guestion insistently forces Ltsels
o the fromt - "can any system of fares having some semblance of
fairness between classes of riders be devised which will make it
poscible for this Company to exist and to continue €0 sexve the
great populations tridutary %o its liznes?”

on Decomber.zl, 1925 the Gommiss::ion as sn emergency

measure au%b.oi-ized. the Company %0 establish & 7 cent street car

fare, & 21 cent single trip transbey fare and a $5.20 monthly

(L) <he enginecors 0L tne CODmisIlon estimated reasonable operav-
ing expenses for 1927 at 2 somewhat less figure thazn the actual
oxperience of the Company showed they were. The majority opinion
uses the former, which explains the difference between the rosulis
there and here indicated. TFor the purposes of this decizion it
is not important which figures are used.

—l—




coxmutation transbay fare, estimating that these emergency in-
creases in fares would yield the Compeny an increased anmuwal

roverne of 3846,000. (Re Xey System Transit $o., 27 C.R.C. 381. )

Notwithsta.na.ing this coni'id.ent pred.:!.c‘cion the increased fares inm
1926 yielded an increase in gross revemis o_... ut $280,000 and in
1927, o2 wut $135,000. '

ﬂb.is Company is in competition with ;privafely‘ owned
automob:.les, both ix its "re.c ion and its transhay sexvice. It
is subdject to a potentia.l bus conpetition in its traction service
in cach of the varfous cities it serves becanse each of these nay
anthorize such & bus service. It is likewise, although-in per-
haps a lesser degree, sudject to such 2 potential competition. in
raspect to 1ts transbay sexvice. The various. communities the
Company serves and other commmi’cieé about San Francisco Zay are
in a state of competition in respect to their development and up-
building. Dransportation facilities and charges have 't:b.eirv_ .
effoct upon the rate of development of these and the attraction
axnld movement of population.

Trile," aav strikingly illustrated by the actual exper-
Zence of this Compary, authorizing this fare or that may find
ample justizication oz peper and iz theory, anyiiire is futile
iT the public vdll not ride. In short with this, as with meny
similar companies, competitive and econonic conditions have de~
come faxr more potent than the order of any regulatory body such
as this. 10 a very large extent the riding public fixes and
determines the rate of :ta:re.. .

| In considering what should be done under the situation

pointed out, it should be borme in mimd that the Company's
propexty and operations are divided imto two dfvisions — the Key
or transbey division and the ¥traction ddivision which serves tiie.'

various local communities. Of these the traction division is -




9 ®

In very much the worse conditiorn. It is enough here to poiat out
taat the Koy dlvision is earning adout 5 per ceat reoturn and the
traction é.bout‘ 2 per cont.

T em in a-.greexﬁént withk my associates that increased
transhey ‘:té.res sbould be authorized. Also I am {n agroement with
thexm that there it a 1imit upon the fares which may reasomably be
inposed wpon this claess of riders. They should not be required

to coaxrry the exntire. burden of the mpi'orita.ble' traction system. It

is not easy %0 lay down any general rule as 10 how much of the
uxden they-ghou.ld. carry. As far as the record iz comcermed
there 18 no dispute that the transbay fare increases asked by the
Cozmpany will augment its rovemze by between @;oo 000 an& 5;450 000
a Jyear nor that a little over one-half of ua.is would. cone :z’.rom
tae increase of the one-way fares from 2L cents to 25 cents. Xy
associates favor authorizing the increased,commta.fion fares, |
leaving the ome=way fare as it is. The reverse of this seems
%0 me the proper course. Eistorica&.ly'tb.o. releationshipy betwoen
the commutation fares and one-way fares has dbeen kept almost con-
stant. I any change is to be made now it seems to me more
logical %o apply to theze fares the theory which the CQmpany would
apply to its traction division, nsmely, t6 leave the charge &s
against regulaxr r:f.d.em substantially wnchanged and to seek ine
creased revenue from tho casual or occa.sional riders. There i3
nothing unfair or uareasonable iz this geoneral theoxy and T think

it showld here Yve appylied to the traznshay r:'.d.ersl._(z}

{2) Here tae Commlission is in eXfect rondering a Jjudgment against
one class of riders, namely vhe comxutation riders, and in favor
0f the casusl or occasional transhbay rider. The issue as to which
of these two classes should be reoequireld Yo bear an increaseld
burden really has not been tried out in the course of thoe proceed~
ings, the recoxd being surprisingly barren of testimony or disz-
cussion to aid in roaching a correct conclusion. This situation
D Ivstrates concretely what I sense is 2 serious defect in roguls~
tion 0f rates by the Commission. A rate case is fully presented
anll the Commission reaches a sound and well supported conclusion
that mveme should be decreaseld or increased as the case may de.
The question them arisesz as 10 the clasz or persons to secure the
beneZit or suffer the detriment. UAs to this, while the patrons
of the utility theoretically have a hearing practically they do
not. : ‘




That o &o with the traction &ivision anf fares presents
o fer more &ifficult question. It 4is mot feir Yo require the
trenshay miders to lceep ‘chi.., d.:’.vi.,:.on going 4£ the:e ic any way
by whick its own pa.tron... can d.o this The' pre ent fare structure
13 en 'anrea...ona.blc one ir. 'che sence that the fare 4oes nob yiold
any -gubstantial re’t;um on. the property. '.Ehe Company insists
that i%s proposed 10 cent fare Witk & C‘:L.OO wecl:‘.l.y pass will in-
crease 1%t revenue by some $400,000 over its revenu? ‘from the
present 7 cent fare. None of the various other forms of fares
suggested either in the former opinion or in the course of the
hearings since hold any reasonable certainty of Jielding e.d.&ition-
al revemue, and nuch as this COmmi sion might prefez- t0 direct
some Tare otirexr than that propo»sed‘. by the Compeny i+t 15 0ot
Justified ix so doing under thc present recoz-d..c‘z,)‘

Ian in. entire accord with ny associates in the promive
‘that competitive a.na. economic condivtions will la::e;ely determine

tie level and kind of fares. Dut I feel that ‘the Logicel con-

clusion from this premise is that vhere & Company admittedly is
not earning o reasonable return on ed:istine: fares 1t should be
given some latitude in establizhing mew fares which it delieves
will, uader such competitive conditions, yield it sonething in
the way o:f:-'a: retura. This of course 1S swbject o therqualifi-

cation thet the gencral scheme of fares is not anm unreasonable

‘&) L agree with lr. Commissioner s%a.vey Taat any fare
structure of a trial nature Yo which the Compeny is opposed would
be almost ceoxtain to fail. It would never receive a fair trial.
In a p*ior order this Commission authorized Lares of an experi-
mental nature, going upom the theory thet the Company by Lits
fares should seek 1o atvitract more pa'cromge. Tre Company was
bitterly opposel to tryirg such & Lare structure. In view of
the uncertad.nty 0L the results of suck & structure the Commizsion
would not ve Ju...ti-’ied iz ma.king, a2 maxndatory order req_uiring it .
to be Yried out . .
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one. Iv canmot be sald that the Company’s proposal is unreasoz-
able. ' In its eszence if, does not subs‘té.n‘tia.lly zffect regular
riders wﬁo,‘ma.y make use of the 100 'weelcly pasc. There is
nothirg unfeir or unreasonsble iz the caswal or occasional rider
peyizg more thar the regular rider.

Waether this fare structure will work iz a d.iﬁerant
question. The Company cledms 4% wille T tafmk this Commission
mast give thé cémpany & c¢hance to try it oﬁt. Its success or
sailure will depend lergely upon the way in whick it 1s received
by voe travelling public, which after all here holds the Linal

vets power. :
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I coznecur iz the foregoing opinion, with one exception:

From the study of the rocord in this case, it Seems clear
to me'tha‘c there is no street car fare propozed or that cax be
devised at this vime that will yield & greater gross revenus than
the fare now in force. In my opinion the applicant would now
be in better position from the point of view of gross earnings if
1t had lerft in force the six cent fare. The increace iz faxe
of ome cext caused fouwr million less rides in the 2irst seven
morths. These four million rides 4Ll 2ot vanishk into thin air.
ey repreéent the people who 00X to the automobile or to walk=-
inxge This Conmpany cannot compete with the privately owned auto~-
mo'oilo,'or wita dusses, or v&th the tendency of the people %o
leave gtreet cars by raising the cost of street car travel.

In addition to the increaszed use of the au.;;omo'oi:l.e, to
the térritory served by the applicant readily lends itself,
has growsn wp in all the applicant®s territory, at Iintervals
epproximately ten blocks, small bﬁ:—:iness communities, These
small business communities vary in zize from a few stores.to several
blocks of ztores and each one has its own moving picture house,
many of which zeat over a thousand people. In these small business
commurities every kind of mexrchandise iz ca.rr:f.ed.. This new busi=
ness development has now reached the stage where thefo are very few
sections of the territory servel by the applicant that are not within
casy walking distgnce of one of 'the;se business centers. This has
createld a tendency to duy in the immediate vicinity ¢f a résid.enco
and thuz eliminate the cost of ctreet car fare. 4 raise of street
caxr fare would certainly tend %o accexﬁtmte this téndency.

This Commission has polinted out many times that the solution
of this apﬁlicam’s difficulties lies in ri;gid. economy, in the reduc-
tion of its opera‘&ing experses, and iz the adbandonment of duplication

of service by this applicaznt and the Southern Pacific Company. The

1.




territory served by applicant could readily be served by complete
one=man car operatiox. This completes operation, in ny Judgment,
would save ©0 the applicant $350,000.00 per year. It iz to reduc~
tionz of this kind and to ab:.;.ndonment of duplication‘o'f service by
the applicant and the Southern Pacific Company that this applicant’
mast Look for increased net earnings rather than Yo increased fares,
walch experience has shown only terds 1o drive business Lrom the
applicant. |

In this particular instance the regulation of street car fares
seems o have passed Lrom the realm of regulation by this Commisszion
41nto the realm of regulation by competition, that competition now
veing Larnished by the privately owned aut&nobiles axd will be fur-
rished by dusses as soon a3 street car fares approach ter cents.

For the next several years, or until the coxpmﬁ.ni‘ty e,géved. be~
comes most densely populated, the applicant camot hope %o obtain
from any combination of Street car fores the rate of return usvally
allowed to public utilitlies. + must, izx.‘;t.he mesx. time, be satiagm=
fied with a much smidllex return. | "

I &0 not comecur iz that poﬁion ot the'"uo;pinion- that leaves the
street cox fares open Lor further comsideration. Tais case hé;s been
vefore the Commission £or two years and a constant study of various
Zares m;j;ido in this &istrict as 'well as in other citles of the -Sta.te.
X believe Llittle additional can be learmed from further siudy by ei’che:“'
Sur own engireers or those of the applicant. For this reason the

fares should now be definitely fixed at zeven cents and the case closed.

e e
Commi ssionex. '«
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