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Decision No._ 28020

"BEFORE TEE RATLRCAD COMMISSION OF THE STATEZ OF CALIFOENIA

In the Matter of the Application

of STOCKTON ELECTRIC RAILRCAD CQM- )

PANY for an order permitting 1t to ) Application No. 13593.
incresse its rate of fere uwpon 1is

cstreet car lines.

A. L. Levinsky, for Applicant.

J. L. Johmson, City ittormey, for the
City o Stockton.

F. E. Mhmphy; for certain citizens of
Stociktone
SEAVEY, COMMISSIONER:

C2INION

This is'an application by the Stockton Electric Rall-
road Company for an oxder of this Commission pezﬁittins it %0
inerease the rete of fare cherzed upon 1ts street car lines in .
the City of Stqckton, it béing claimeﬁ that fhé existing =ix
'éeﬁt Zere ic insufficient to pay operating oxpenses and taxes
and afrord a reasomable rate of return upon the”capifaf in&est—
ment, end that unless said reto of fare is increased, the rail-
road company will be‘cbmpelled %0 operate at a loss. Nq‘specifw,
fic retes of Iafe are requested in the'aﬁplication; nor 1z a
reasonable rete of return delined. |

Public hearings were held im thiz metter in Stockton
on June 7th and‘OQtober'zlst,_1937, and in Sén Francisco on .

November 10th, 1927.




The Stockton Electric Reilroed Compexry is engac.;ed in
the businesg. of opersting a street railwayn system 1n the City
ol Stockton. I% was 1ncorp6rated on Decer:.{ber 29%h, 1591, undex
the lews of the State of California end has an awnihorized issue
of cepital stock of §$500,000., all of which is outstanding end
controlled bj’ the Southern Pacific Company. The company has no
funded debt. ' |

The oompan:,? at present operates l4.4l milez of line,
208t of which is double track; the equivaleﬁ'c single tTrack mile~ |
age being 27".97 miles. Of this trackege, 22.01 track milez are
owned by the compeny and S5.96 track miles were, on ‘.ﬁhe date of

subnission of this application, lemsed from Central cﬁlifomia
| Trzotior Company at =n amnual, rentel of e.ppro.cimate v $.2,700.

At the hearing in Stockton on June 7%h, 19"7 the ep=-

plicant presented. Exaibdit No. 1 iz which ‘the value of its proper-

ty, a3 of December Jlst, 1928, 1s shown to be §1,110,736.85, this

sun being r&ade up as follows:

Estimated Reproductlion Cost New

25 OF June B0bh, Lol4s '
Operative P*o;pe::-ty, . 5847 ,147.54
Materizl and Scpplies, 27,713.30

Totel, . £874,861.34

Net Ad&itions July lst, 1814, to
December 3lst, 19262
Property, $1.92,405.97 _
Material and Supnlie., 43, 468.54 235,875.51
Total %o December '
.Blst, 1928, £1,110,736.85

Subsecuent to thic hesring, a complete inventory and
appraisel of the, Company's property as of June 30th, 1927, was
mede Dy the Valwation Diviuion of %the COmission's mgineerin.g
Depertment and wes placed in evidence at the hearing b.elcx in ‘
S'coca:ton on October 21st, 1927. A summery of the result.. ot
thils gppreisal 1s given in thei following tébulation;
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Eiztorical

Reproduction
Revroduction Cost

Cost New
Less De=- Less De=-
preciation smount precistion

#,514,680. $836,405.
54,095, 51,616.

21,563,775, 2883 021.

Jmount

Operstive, § 979,702, $592,246.
Non~-operative, 52,794. - 50,997.

Total,  $£1,032,496. £643,243.

Yo allowence was made for materials and sﬁpplies in the

Engineering Depertment veluation. The Valuatioﬁ Engineer ztated,
however, that 1n his'ojinion an amount between $20,000. and
$21,000. would be a reasonable‘allcwance to covér the materials
aﬁd'stpplieS'which are noxmelly required by the compeny. At a
subsequent hea;tng applicant presen;ed testinony to theAerfect
that the cmount ié?ested in materiaié and supplies for the benefit
of Stockton Tlectric Reilroad:is apyroximately @s,ooo;

| ’Upon considering the evidence in this'prooeeding,.r am
of the opinion that, for the purpose et hand, 21,000,000. mey be
fixed as a fair and proper rate base. o '

In support of its claim that the compeny wes ROt earn=
ing a sufficient amoﬁﬁt tb pey operating expenses and e :easonable
return on its investment, the compeny filed exhibdits showing in
detell the railway operating revenues, ‘expeases and taxeé during
the period from Januvary lst, 1920, to Decembexr BLst, 1926. A ‘
SWmaTy or theee exhibits s, showing the rai;way operating reve ‘
enues, xpenues and income available for return each year, follows:

Bate ol
Return

2,114

*Cperating
Expense

2299 ,38%.94

Yoar 0perating_
_Revenue

1920 ¢ $320,456.66

Operating
Troome ‘

$21,074.72

192%
1922
1923
1824
1925
1926

346,595, 77

42, 367.91

335 484.38 ..
313.,930.79 e

B11,761.84

B4,189.75
 *Includes

311,423, 91

200,205, 24
311,391.84
292,539+ 37

| 295,633,890

291,079.06

of :acilities.

35,171.86

42,163.67

24, 092.54
19.390.42
16,127.95
23,110.69

Taxes, Deprecietion and Rexnt

3.52.
4e22
2e41.
Le94
1.61
2.3




The ezb.ibits indioe. e that the ooeré.tin@ Tovenue has
declined from & poa.k or ..,342 J367.9L 1in 1922 to ?311 760.84 in
1925, the revenue :‘o:- 1926 being slightly highcr than ror the
yeer 1925. The e.wount e.vailable Lox retum in 1926 wes.

3,110.69 which. 13 a2 return of anb*o:d:nately 2..’5%‘011 the rate
base suggested. ‘.% | | | | |

T.ﬁe ‘r:;anspo:j‘cafion Pivision o:f.‘ the Comissidﬁ's pinely
gineerihg ﬁepai-inent nede e e't:.udy of the compeny's operétions
and at *he hee.ra.ng on Q¢ cobe:r: 21..t 1927, a report on the sex-
vice, operation; and rinanci..l condition of the company was pre;
vented i:x evidence by As Sid‘t&."&u Engineer, Ne. A. Wood, of the

Commiss :I.on’s ma“i‘. '

I__n .his report a comple‘te d.escription. of the company'"
operations 'was giver, as is also an enalysis of the past rinen—
ciel results of ‘ope:?ationa "I’c is estimated that with the con-
tinvence oL the present method of opera.ﬂon Dy the ébmpaziy, an
operating income available for return of but 3.11.6,_568‘., cen be ex-
pected during 1927. Cértain opercting economies are, thevef',‘
suggested by the COmission'v ~<~:r:.@:ﬁ.::w3e:3:, which, if 'car:ri,ed'oﬁ‘c”, _‘
world, Iin his opinion, 1ncrea. e the amount gvailadle for reiurm.
epproximetely $40, 000. per enxum. The principal saving su@e;ested'
iz the nutting 4nto effect of compléte o:ie-m.a.n oped.-e.'cion on‘tb.e
carslor the company. AL the presenu time 28 cars are used in
normel deily service, of which 18 are of the one-man type aad 10
require the use orl‘awo platform men. It appears tb.a'; 'thé company
could instell complete one-men opera'cién by slight modii‘ioatioﬁ
in some of exis ting cere and that even the purchase ot modem
equipment %o replace the 014 originel caxrs 1s economically Justi~ -

fied. The abandonment of sexrvice on certvﬂin short eec‘ci,on., ot

track is elso .;uggested by the COmission's Engineer.




Thé oﬁcration of street cars by ome platform man i;
proving uauigractory o meny of the company’s lines in ,tocrton
2s well as on gireet raillwey properties in other ¢ities of the
seme general class as Stockton. In addition to the reduction of
operating expenses possible by the elimizating of the second
Platform men, other econcmies have been pointed out dy the Com-
mission's engineer, which stand undispute@_in this recoxd. It

eppeers that the company carries materials and supplies for the

benelit ol another elecfr&p railroad operating in end 1n %he

Ticinity of Stockton snd that while 1t can, at its own discre-
ti&n, rix,thé amount of store expense it shall chorge this come-
‘pany for thls servide; 4% has not'elected o charge even*a‘rdir
revura oo its 1n%e tment in such stock. Erom.the :ccord in this
proceeding, it is spparent that the Stockton Rectric Rail*oad
Company has not exhausted 2ll means of reducing operating ex-
penses and that it is failing to put into practice oertain op-
erating economies. | |
| I+t therefore appears proper thet before considering

the quesiién of whether or not the‘company is ezring an ade-
quate return on its investment, the effeoct of appgrent operat¥
ing ecomomies should be taken into comsideration. The Tollowing
tabu;ation shows en estimate of o year's operating re,ult tok-
ing into. accounu_the ,uggeuted changev as presented by the Com-

missionts engineeX:

Operatine Revenue - | ‘$§ll,98$;

Qgeretiggrgggensef

- Maintenance or Vay and
Structures, .. $22,910.
Eguipment, 29,249
Power, - : 28 006.

Conducting Transporte-
Jtlom, : 1-3,747.

Traf*ic, ' - 200.
General and Miscelleneous 29,304.
Rexnt of Tracks,

Totel Opercting Expencze,
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Net Operating Revenue, $81,590.

Texes, 27,334.'

OPEEATING mcw_. £54,266.

on the raié‘base p:eviously sugzested tﬁe pfbspedtive
operating income represents = return Of S.4dr

This applicant was before the Commission iz 1918
(A;plicatién No. 38053, seeking an adjustment of its farese.
éj Decision XNo. 6016,ﬁdated December 23xd, 1918, (16 C.R.C. 349}
the basic fare was changed from five (5) ceats tonsix'(e}Jcents;
t ayveers, from the x»ecord, that thié’éompwny has *eiiéa to eam
é Teasonadble return on its propexty during the past four yeaxrs,
after paying opersting expenses and taxes.

Ehibit No. 13, introduced by the Cormission*s Trans-
portation Eneineers,'shows the results of studies rela%iné to

voarions fTorms of fares for this carrier.. One of the fare suruc~

tures considered is a basic fare of seven (7).cenfs with four
tokens for twenty-five (25) cents. It is és%imated that with this
schedule of rarcé, together with the suggested economies ergected;.
the company wili earn a return slightly in excess of sixz (6) por
cent. From the record in this proceeding, it appears that this
form of fere is,brererablé to any of the othérs considered. It

is apparént that in estimating the results that might be expeéted
Ifrom a ch&nge‘iﬁ fares, there are & sréat-many ractors.to consider
end it seems that the resuwlts thet obtein {n different locelitles
vary greetly with similar changes in fares.

T+ therefore seems desirsdble that the fare structure
nroposed herein should be coasidered, €O g.ce;tain extent, as
axpcrtmental end 1L, after 2 reasonable'length of time, 1t is fouwnd
thet this fare i3 not producing reasoneble results, means should

| de provided whereby the COmmission can expeditiously make such
changes ‘as may be required. For this recsom, the present order
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shouwléd resexve the right %o change by supplemental order in this
Proceeding the rates hereln prescribed.

The rbllowins form of order is recommended:

Stockton Electric Reilroad QOmpany having made ‘applica- |

tion for an order gran?ing it suthority to increase the rafe oL
fare upon 1ts stregt“car lines, a pudlic hegring having been
held snd the Commission deing epprised of the facts, |

IT IS EEREBY ORDERED taat applicant be end 1%t is heredy
auxhorized to establigh,wi*hin thirty (30) days from the effective ..
dete of this order, upon not less than rave‘ (5) days notice to this
CGmmission and to\the general public, by riling\and posting tarirrs
1n the menner prescribed in Seetion 14 of the DPublic Utilities Act,
‘and to thereafter maintein and apply the rates'and'rares prescribed ”
in Exhidit "i" attached hereto and mmde a part hereof.

The Commission reserves the right to.aboliﬁh, modify or
change, Trom %ime tOttime, by supplemental order herein, the rates:
of ;are ebove prescridbed and To nmake e-uc:h further orders in this.
proceeding as mey be deemed right and proper. .

For all purposes, the effective date of thls ordexr shall
ve twenty days from and after the date hereof.

The foregoing Opinion and Order are heredby epproved _nd

rdered riled as the Opiaion and Orde: or the Rallroad CQmmigsion ot
the State of Californie. - |

Dated at Sen Francisco, California, this;zzgzzi__ﬁay

ot Oﬁ% R 1928,




DISSENTING OPINTION

'.Ehe nejority opirnion zhows that +tho Stockton system, '
with p*-o*oer economics Iin operations, will be on sn earning ‘basis
of 5.4%. Und.er the fares suthorized the basis, it is said, will
be "slightly iz excess of 6%. -

-

The existing rate of roturn is low. It should be -

aigher. Eowever,' increased fares &o not a.lways'briz:zg a.boi:.t an
Inproved earning povs;rtion. They do almost invariadly drive
patronage away. The fimal rate structure 15 the result .of con~
yetitive aac. economic conditions rather than the declaration oL
‘.:he regulatory. vody. The search iz eve:r.' t0 Tind the rate
atxucture best ca.lcula.ted. to keep ‘ahe ...y..,tem going and in a
‘ healthy con&itn.on-
It may be that tais iz the time 70 authorize increased

fares, dut ny juae;ment iz that the d,a.nger oL accelerating a
decrease in patronage iznerent in a i's.re increase more than off- |
sets the slight increase in the rete of return the higher fare
might produce. | o ' |

' In this c:.-i'tica.l period for street rallway operation.;.
fare incrca.sev should be avoided it po..sible. By patting into
elfect the economies sugzested it may be_ possiblec‘ to avoid such
an izncrease with all of itz &a.ngér of driving patronége away -

f///zw

- uomm£°3io.ner.-




EXHIBIT TA"

- -

STOCKTION ZLECTRIC RATILROAD COMPANY

ONE ~WAY CONTINUQUS PASSENGER FARES

One way single cash fares ‘seven (7) cents be-

tween all points on the compa.ny'o 1:Lnes.

Lokens or tickgxts, wnlimited as to time of nse;'
ea.cﬁ entitling holder to one comtinuous ride with
L0l tranarer\privileges will be offered for ssle at
the compa.ny office and on all cars at the price o.t

four (4) Zoxr twenty-five (25) centse




