Decision No. WUID-C <4

BIFO2E TEE RAIIRCAD COLLIISSICH OF TEE STATE OF CALIFORNIA

uoOo-

In the metter ol the application of

Bakersfiold &nd EKern Electric R=2il-

wey Company, & Californis corpor- Application Yo, 7230
ation, for an investigation oX its -

casxges and service,

Xorray Bourne, for appllicant

E, P. Britten, City Attorney, for
City of Bukersfield

George V. Wilkins, foxr Boosters
Club of Esst Bakersfield

Jo. J. Deunel, for Kern County TFerm
Burcau

J&y L. BEinmaxn, fox tae Bast Side

BY TEZE CCL2XSSION:
CRINIOXN

In tails opplicasion Bakersfield and Kern Bloctric Rail-
™y COmpany, operating the sitreet rallway in Bakersfield, Kern
County, acsks tne Commisslion %o -

(a) investigate the earmings and expenses of appli-
.. cent and rate of roturn ylelded therely;

(b) t0 permit epplicant to L£ile = new and revised
. schedule of rates, tolls, fares and charges suf-
Licient to pronerly compensate apyplicant fLoxr ser-
vice rexndexred;

t0 determine what, iZ axy, addltions, extensions
or increzses of appliicant's system or facilities
gaould be mode and terms and conditiors thereof,
and

(&) <Zor such other rolief as in the premises sakall ap-
. . pear proper.

In the application it is alleged that at ﬁhe present
tize, znd for 2 number of years past, the earnings accruing to ap=
Plicent Irom tee operution of tue rgilway aave not bﬁen sufficient
to compensate it for its effort and investment, 2nd fﬁat it»is
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béing reguested and called wpon by its patrons to increase and
t0 extend its sexvice, waice extension and increass appéar %o
e waolly unreasonsble and impossible.

Public hearings were teld in Bekersfield June 6, 1922,
ard September S, 1922, before Examiner Zddy.

Af the first nearing spplicant presented its caée, sub-
mitting verious exuibits, including s valuation and statemente
of revenues, expenses and return esarnmed. At this hrearing it
was arraxnged that the Enginocring Departmeht'of the Commission
would tave an opporiunity to exemine these exunibits vefore & fur-
ther nearing ard it was suggested that the Engineering Depurtment
mexze en indenendent investigation of tae service, operating and
financial conditions,

The Boosters' Club of Eest Bakersfield agked that the
Commission coneider an extencion of tae rallmy into Zast Bokerg-
field, %ais reil service to supersede tae present dus service,
(Bagt Bokersfield, as rerein used, means that yortion of tie City

Qf Bajersiield lying sorth of tae Southera Pacific tracks smd ade-

jacent to RBaker Streot.)

The Smeineering Depariment was thereafter instructed by

The Commission 4o proceed and, about ome week prior to the second.

zoaxing, its valuation and the report on the service, oporating
and financisl conditions of applicant wore prepared and submitted
%0 the varties vo this proceelding.
Valuation

A% the gsecond heering Ir, ¥. G. Weoks, tke Commission’s
Transpor%ation Engineer, introduced the Engineering Departmentfs
valugtion Of the properties of applicant and 1ts report on the
service, operating snd fimancial conditions of these properties,
tre former veing ilentified as Commicsion's Exaidit No. 1 and
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Sae latter es Commission’c Zzaibit No. 2. Eo also introduced
o report decling with the original cost of tte properties, sudp-
plemerizl to the valuation, ac Commission's Exhibit Neo. 3.

Iz Commission's Zxhibit Ko. 1 the wluvation of the pro-
portics of Bakersfield end Xern Electric R:ilwey Comnany ag of
Jeae 50, 1922 is stated as follows:

As of Juze 30, 1922.
BEictoricak conaitlomn EHigtoricald Iepro-

Reprodustion Pexcent duction Cost
Clase of Property cost Less Depreciation

Cperative $558 464 6l 8339 342
Non=~operative 12 062 71 8 585

Total 570 526 62 g 547 928

The veluation submitted by apylicent iz its Exhibit
No. 1 is as of Jume 30, 1915, dut sizce by uee of spylicant’s
2xhidbit No. 2 we find only 52720 as net additions from this
dete to Decomber 31, 1921, the difference in dates is not impore
tont and applicant’s 1915 valuation may be compared witm the val-
nation of the Engineering Department. The comparison for oyer-
ative property alone cannot be made as applicant’s vgluation gid
not present thig segroghtion end becsuse &180 S0mO PROPOTTY OPEX-
ative oh‘June 30, 1915 was, on Jume 30, 1922, non-operative:

Qperative and Non-Operative Propexr

~Date o aepreduction “peproduction Cost
Talusatior of  Valuetion Cost Per cent Loss Depreciation

ipplicant  Junme 30,1915 $638 164 87 ' $555. 814
Tngr, Dept. Jume 30,1928 570 526 62 347 928

Difference 57 638 25 207 886
Applicant exceeds Exn- : o
gineering Department 12% . 60%
The record does not disclose any evi&ence va;ch warrants
a 0aange in figures snbmgtted by the Englneering Depuxtmﬂnt
Trom Commission's 2xaibit No. 3 1t sppesrs uaﬂt tae an~
awal reports'submittea %o tae Commission caow Invéstmant in 3&&&

and Fguipment to December 31, 1921 -of §840,972.71 and that an

apelyeis of applicant’s records shows that tals does not repre-




sent the sctunl cozt of the proverties. This is because it in-
cludes not only the cogt of the present system but the cogt of
fecilities retired ard replaced, but 10t retired from the books;
because, on August 1, 1910, new books were opemed and cortain
accounts were sppreciated and tae opéning entries on the new books
were found 0 be greater than the corresponding closing exntries
0f the rrecedessor company and olso becuuse franctises were en-
tered at large values, in exciss of cosv.

Bxhibit To. 3 2lso showes thst omitting the cowcallied
overanead accounts (engineering, interest, etc.) an&”lénd, in
whick two items it is reasonable 10 expect & &ifferénée; the hise
torical reproduction cost is hut two=tenths ol oxe ﬁer cent less

nen the restated book cost a5 2ppeaxrs from the Lollowing figures:
Book Cost, restated | 2493 512 Note
Eistorical Reproduction Cost 492 627 TNote.
Difference 885
Note: Tigures exclude Accounts S0l-Zngineering,
502-Lond and 2ll General Accownts-546 to 550

The f£aot thet these two 2figures ere so nesrly together

jpdicates o close check, one Tigure sgainst the other.

Paysical Cheracteristics

The Bakersfield and Kern Zlectric Railway, waich is con-
trolled, through stock ownersaip, by S2u Josguin Light‘&n& Powexr
Corporation, bas 1o comyetitianpperating snd ownihg 10,22 mileé
of revenue tracks, 4,515 miles of waich are double trecik and 3

route miles of mokor bus service, &ll witaim the City of Bokersge

£ie1d. Over 907 of %he track mileege is lald with grooved xail

end vermenent pavementy, both being vhe result of municipsl re-
quirezents, and both high nerceriages Lor & aysfem of this éi:e;
Sexrvice i3 given 1y eleven cars and s;x busses.'vSix
of the cars are cquipped with o good type of motor and air brokes
and the remeinder are of arn older'type with bend brekes. ALl of
tae dustes ere truck chasgic with solid tires; taree are Ford,
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two are Studebvaker and one Pierce Arrow, The latter has a twenty-
five passenger body; the others twelve passzenger bodies. Taoe
rellway owme two motor gemerator seis totaling 525 KW, and lo-
cated in the steam gemerating station of the Son Joaguin Light

and Power Corporation.

Service and Overation

Tac wailwsy cervice given mey be considered reasonably
good in view of tue emount of treffic possible to develop Iu &
clty of teils size, Tiko bus sorvice ig evidently not 50, satis-
Poctory, beccuse of the wpoor riding qualities of’tbe,busses.
doley and interrupbions, thought to result from Yoe DOOT ¢on~
dition o the sireet suxface. The road appeurs to ﬁe economi;
cally oporated. DTre railwey cost of operction mper caxr mile is
one of the lowest in the stete, the level tracks being, of course,
an imporismt foctor, Tho DS service is not co economical as
the rougt streets regult in excessive repeir dnd depreciation
cocts, ﬁsiﬁe.from_thelSuggestion of elimivating early =nd late
trips and for on extension oL one-man OpoOXatTLon, the Zxgineering
Department did not point oul any economies which would reduce
opercting expenses, although it mentions ta2t peving the gireets.
over waich the busses operate would net only improve the service,
but reduce. the cost of bus operation.

Return and Rate of R[ceturn

Ir. Commission®s Exnidit No. 2 the following ramte base

was suggested:
Historiccl Heproduction Cost ag of June 30, 1922 3558,464.00
Lateriels and Supplies &g of June 30, l9zz - 9,850,00
notal, suggested rate base 563,004, 0U
There ig presented in Commission®s Ezalblt No, 2 ax

analysic of applicont’c revenues, exponses and sexrvice. The

operating expenses tave been carefully exsnined in great deteil

and spplicent’s figures restated waere necesstry ond 2lso brought
- 5 - )




wp to 2 later date. Troe engineers making the viluation come-
puted ez they yroceeded o depreciation anuuity consistent

wite the valuation, This wme then concidered in comnection
with operuting expenses go that the figures Lor oyerating ex-
penses, ineclunding depreciation, &s stated in the following
guotetion, are free Ifrom either duplicstions or onissions that
migat otherwise be present.

It appears well to quote from tuis exhibit, the Lig-
ures in whica were not controverted, ac to applicent’s reve
enues, expenses, income and xate of return: |

"Treome Statement :
Actuad Actwal Zstinate

. Year 1921 Yeax to Year to -
tex Regteted June 30,1922 June 50,1925 .

"Cperating Revonues 5138 452 $130 266 £136 000
"Cperating Expensec (.n- ‘ '

cludi deprociatio

t15568 . 108 038 106 921 106 508
"?aﬁlway Operating Revenuve 29 4lé 20 909 29 492
"laxes,  operstive 8 827 9 338 9 477
"Net Income Availlable Lor ‘ ‘
. Revurn ‘ . 20 587 13 967 20 015
"Return on Rate Basoe above  3.61% 2.46% 3.52%
"Ectipated Sevines -
TCmission Iirst and last

single trips $1100
"Cuo-man operation throughout 12000

"otal '

, o
"Motal, oc rote of return 2,30%

"It will be noted thot for the year onding June 30, 1923
and continwing the precent system of operation the rate of re-
turn is shown ag 3.52%, but that certain economies in oper-
ation, we bolleve, may be effected which will decrease tue
operating expenses 513,000, equivalent to an increase of rate
oF voturn 2.30% so toat with taese savings epplicant stould
earn at Yhe rate of 5.82%.

Trece figures mey de compared with those precented by
upplicant in itc Exhidit Yo, & ac follows, altkough appli-.
cant did not meke any estimate for the future.

Applicantts Ensineerins‘Dept.
Exhibdit #8 1921 Yeaxr to
. June 50 1923

Rate Base | 2630 666 0568 Z14 3568 314
Not Income available for return - 22 067 20 587 20 016
Rate of Return on rave base 3.50%  8.61% 5.52%




™he estimated savings in the cogt of operetion as sbove

ctated consist of the omission of the Lirst and last single
trips of 2ll the cars and busses, whick our investigation leads
©s to believe are now umnecessary. It also includes 2 change
%0 one-pan operation om the So~called maln line, This also gp-
pears feasible, but will require the cooperation of everybody
concorned to make it successfiul, Tais is bechuse the running
time vetweexn vne Southern Pacific Station and Ninetesenth znd
Cak Street is now rather chort on tae fifteen-minute nesdway
for two-man operstion, ard in order to meintein this healwsy

T2 one man on the ctrs it I8 so importent 0 guin every
possidle alvintage that we belleve the City of Bakersfield
saould obviate the five positive stops now required of the
company.

"he next sictement shows tue rate of return under dif-
ferent conditions and different rutes of fare, It has been
ouxr experience that an increase Iin fare from & cents to 6
conts uswally adde zbout 12% to the gross reveaue instead of
incressing it to the scme extent that the fare is increased,
20%. Iz a smeller city like Bekersfield we dowbt if this
12% will be mealized and reve used 10%.

te of Return Stetement

Tate of Fare

Conditions

TPresent system of operation
Tdith suggested savings in operation

Extensions of Service

As mentioned above, the Boosters' CIlub of East Bakers-
Zleld appeared and osked that the present bus service on Baker
and Files Strects be superseded by rail service.
| Protestant’s Exhibit No. 1 shows that between Febd-
roery 2, 1921 sad September 5, 1922 tuilding permits heve been
issued by the City of Bikersileld for 237 buildings, practi-
celly &ll &walings, $0 be erected in Zest B&kérsfield. Toe
total cost &5 shown by ‘these permits is £606,025. This indi-
cetes & consideradle growli in this sectlon of tue city and
otner considerations would be regaried &s an
important factor in exmension.cf epplicant’s lines into Bast

Tee Boogters® Club suggected the construciion

of an extension on tne Lollowing route:

Commencing &t the yresent tracks &t Grove snd Xern
-7 -




Streets northerly along Kern to Momterey, easterly on Mdn'terey
t¢ Williamé, portherly on Williams to Flower, westerly on

- Plower to Kern and southerly on Ke;.'n to the point of begimming
at Grove Street, this line forming s loop approximately 3 miles

{o Iength.
The Zngineering Dopartment entimatez the cost of this

extension based upon & grade crossing of twelve (12) tracks of the

Cowthern Pacific across Kern Street at $172,575.00. The ennusl
cost of service, based wponm shuttle service, with two new cars,
ti-a.nsferring at Grove and Xern Streets, is $29,815.00, ineluding
interest on the additional investment. The revenue from the
Beker and Niles Street busses ameunts to approximately $12,%00.00,
or, ox the basis of the ratio af systen tote.l'paaéenggrs handled,
the revenue of these bus lines would be epproximately 317,600.00.
It is evident that under present conditions sueh an additional
investment is not Justified. Since it seenms impér’tant that the
railway reach ‘che-- Southern Pacific station, operation is estimated
on the basiz of a transfer at Grove and Xern Streets.

The Engineering Department also made an estimate ‘o:t
Tthe cost of extending the railway om the roxte operated by the
present bus service in Zast Bokersfield, based also upon a
grade orossing of the Southern Pacific tracks. The total es-
timated cost is $93,472.00 and the estimated c¢ost of operati o,
ineluding interest on the total investment, is 220,170.00. Tt
is evident that here, too, revenues would not meet. operating
expénses and a reasonable interest charge on the new Invest-
ment. This plan would have the advantage of operation with-
out a transfer.

Thq evidence ic unanimous that o grade crossing of
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applicont’s trocks with eitner the twelve Southern Pacific

tracks at Xera Street or the eight st Boker Street would not

e safe, Under these circumstances it appesrs thut o formal
proceeaing involving tke crossing of the Southern Pocific
troclks eltner ot grade or at separated grades must be filed
and decided by tho Commission as no determination of the cross~
ing quecvion can be made wnltlil toe paurties at interest, »arti-

cularly taue Sounteern Pacific company; are given an opporiune
iuy $0 epmesr and be neaxd.

Tals Commission nas, we delisve, tne mower
en exiension, but suck on order cannot be made waere
evidence indicates tast vhe extsension would be operated &t &
logs; ond o8 t0 ax incresse in fare designed to take care of
such & loss it must be obvious that this cannot be determined

S

until the cost of the Lscilities necessary is found and since
the crossing of the Soutkern Pacific may &dd to the costs
sbove stated, it Lz imnossidle 2t this time to even estimate
the edded overating costs which will undounbtedly reswlt from
roll service into Ewst Bakersiield.

At ke legt hesring & committes of three engineers,
one reyresenting the City, cre trve appllicent and one the Conm-
nission was sugges ated; this committec 4o moke o furthexr study

of extensions and meke & report to the Commission. ince,
nomever, & formdl procecding for tee determination ol the
fecture, as mentioned above, wili be necessiry re-
of the reoyport of this committee and bectuse such
proceeding mey either never be Iiled or filed go for in the
futnre, i3 seenms edvisable &t tois time Tto 1lssue & Qecis ioﬁ
on *he basis oL dealing with conditions as they are and witk-
. out consideration of an extenclon inte Zast Bakersfiél&.ﬁ'ﬁx'
fae seme time it is cuggested to applicant ond to the City o
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Bakersfield thuet either or, both jointly, £ile suchwa érade
seperation nroceeding 25 a step necessary in the guesiion of
an externsion into Eost Bokersfield,

The gireet railway in Bakersfield tukes rougﬁly fhe
form of a crosz., The Chester Avenue line onerates on twe op-
posite arms, norva and south, vhile the mein llne Lforms the
other two opposite urms, east and west., The two lines in-

cénter, where a large part of the

3 and is destined. The Chester Avenue arms
are roughly 5/4 of & mile in lengta. The west erm of tue main
line is divided as to service, every other car going to tae
Santa Fe depot, about 6/10 of a mile, the alternate car run-
ning %o Test Cak Street, one mile. Teo cact log of the main
line is tae lomgest, sometaing over 1i miles, termineting at
vae Soutnern Pacific station, The bus lines extend from a6
Southern Pocific stetion ond also from tae line terminating ot
%he Sunte Fe depot. Tifteen minute service is given on the
Ciester Aventve line and from the S&nts Fe station and Qolk
Street, o that on +the moin line e2st of ™™ Street cors are
operated on & 7% minute hneadwey. o

Tais dute 18 presented Lor consideration in conw
nection wita an inerease of fare as It appedrs thet with dis-
sances ¢o short and with o fifteen minute nesdwey the tene
deney to welk, no doubt, would e very strong and there iz con-
sidexablo dowbt if on iveresse in fere will result in en in-

cresge in revenue,

Bokersfield nas nud & nealthy srowtk tne last decade.

The number of pacsengers and revenues should incresse; oOper-

eting expensec, because of declining or stationaryumaterial

and labor costsz, scould eitner remaeln og théy are, oxr decrease,
to of return of 5.82%, cuprs, is approximately twiée
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the sverage rate nerctolore earxned by applicant.

Ayvlicent should neve the opportunity to verlect fhe
recoumended changes in service gud the City of Bokersfield to
emend regulations sffecting the positive stops now recuired,
and bectuge of tho reesonudle doubt that an ircreased fore
wonld produce zdditionsl met revenuwe and since it Is conmcluded
tast = return of 5.82% iz a fair and reasoneble roturn, and
that conditions ore more propitious than wnfuvorable toward
a future increace of +tais rate of return epplicatior sbkounld,
therefore, be dlamissed s 10 permiscion to file a new snd
reviced schedule of rates.,

If, however, within & reagoauble time 1t shall ap-
pear that tae comelusions ond estimates upon whica this de-
cizion ig D2sed mre no% o stantisted by epplicont’s actusl

oxperience, the metter can sguin be coneidered by tee Commisslon,
ol

L and Kerm Electric Eoilway Company hoving
asgked for an investigstion of ite earnings, expenges 2nd tne
rate of return yielded thereby; for pexrmission to f£ile new ond
»gvized rotes; for & determinatlion of what, if any, additions,
extensions or increaces of applicant’s system should.be nedes

hecrings aaving veer neld, tee metler vaving been gub-
for the reasons stated in the foregoing opinion,
IT IS EE2ERY ODERED, thet the applicstion nerelin

it is hereby dismisted without prejudice.

Deted &t Son Francisco, Colifornin, tals ;ybAQ :

Novembexr, 1922.

commissioners




