
Decision lio. 510:;11-
:BEFORE :EX RAILROAD COlXMISSION o:S" TEE S'l'.Al'E OF CALIFORNIA. 

-000-

I: the matter of the application 1 
of the Pen1n&tlJ.a.r Railway CompSl:Y 
tor per.m1esion to increase ~~ea
ongcr teres. 

A~plic~t1on No. 3789. 
. . . . . . . . . . . . . . . . .) 

'Wm. F. J'a:rnee, Louis Oneal and 
Frank Ko.rr, tor applica.r.t. 

Earl Lo.mb o.nd. '!hose E. Reed, 
'tor City of San Jose. 

Norman E. ltalcolm, fo':' tho City 
of P3.lo JJ. to. 

D. ~. J~1~=, tor the town of 
Loe Gatos. 

W. :F. Bydo, for Lo s .PJ. to z Improve- ' 
:leXl t Cl u'b. 

LOVEL.A:ND, 00=.1 c sio ner. 

., 

Ap:plicnnt ie e. corpore-tio%! o~ero.t1ng en electric' 

ra1lroad '!.'or the trSll3porte.t1on of freight s.:ld :paesel'lgers 1n 

@d. a.bout the cities of San Jose Mel. Palo Alto and between 

point~ in the territory eo-ter,mjnoue with Palo Alto on the 

no::'tl:., Loz Gatos 0:1: the south, San Jose and. .AJ.u:c. Rock Park 

on the east and Congrea~ S:prings on the weat, all in the 
county of Sa.ntn Clara. 

Alleging thst, prosent revenues nrc ineuffic1ent to 

overcome operating expeneea and certain fixed chargen and 

directing a.ttention to deficit of 30:ce $223· ,000 tor !1sceJ. 

year ending A~rll 30, 1918, a~plicant req~cste 1ncro4aee in 

its :ps,ese%lger farcs'sur!icient,when a.dded to the ~rcacnt po.S8-.. 
enger reven~e aD~' that derived from other souree8 to enable 

it to meet t:o.e annual fiXed eJ:.arges $,nd. opere.ting· coats. 
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Applieat1o~ wan 2upp1ementcd by e~ibits filed at the henr-
ing one o~ whieh consisted of a tariff containing the propoeed 
r.:.tce or tares. ~eae ratee are ~~eo~ generally three cents ~er 
mile tor Bingle fares an~ one-cent per mile for comcnta~ion taree, 
o'bee:rv1ng as 8. ma."Cimum the $l:.ort line mileage r3.tes of compet~Xlg 

11~e at common pointz. In $omo inetances this results in rc" 
ductions but in most ceses 1ncre~se8 are brought about on account 
o!the low basis ~ev1ouzl~ employed. 

~he new rate echedule eliminateo the thirty-ride fam1l7 
ticket and in lieu thereof propoees a ca.sh coupon ticket conta.1n-

iDg 125 coupons at a face value of 5 cent5 each entitling ~e 
holder of eaea coupon to ride thereon: in other words. interchange-
a.ble.- which will ~e sold 'tor $5.00 or a. reduction ot' 20%. 

T.niG t~itf also contemplatee c~ncellation ot 46-ride 

CQ~utation ticket to Ssn Jose and SO-ri~e ticket to Stanf~rd. 

These tieketc were originally established for ~c benefit ot 

students over 19 yearz ot age but it iG teeti!ic~ th~ were =is-

~$ed and ueurped the place of the 60-r~de ticket. 

T.ne ~angement tor the sale of certcin round-trip tickets 

by conductors, also :f'o~ a::.d. tcn-d~Y' rotmd. tr1:Je, and. Sa::urday to 

Uond~ tn:ee ~e likewise aboliohed. 

·On the street ear divi$iolla it is pro:posed. to increo.se 
the fare from 5 to 7 cents with privilege of ~ur~sing tickets 

good within the 7-cent fare zone in olock$ of' 5 tor 30 cente. 

~e new eenedule will in general con:f'o~ cs closely ~8 

r>ro.ctictl.ole to that in e:rf'ect on tl'le line of its !ederal,.con-
, 

trolled co~etitor, the So~thern Pacific Comp~. 

~he following ta.ble shows present and :pro:poscd rates betv:een 
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Before proceed1r~ to a diacu3sion of the i~suea involved in 
, 

this action it i5 appropriate to give a brief description ot t~e 

propert,y and character ot its trcffic· eupplementary to that appear-

ing in ~~e introduetor.1 portion of this opinion. 

:For the purpose of this report, peti-:ioncr'a line mo.y be 
roughly divided into three traffic districts consiGting ot;-

1- Joint S~ Jose Railway-Penineul~ Railwar Division 
between poi:tc in San Jose end Al~ Rock·C~on. 

2- Ca:mpbell-Lo,e Ga.tos d1vicion con::Jisting ot line be-
tween S3.n Joae Md Lo·s Ga.tos vis. Campbell. 

3- Main Divi$ion, or 'bal:lllce of line, viz: 
s~ Jose to Congress Springs one. north,o! Congresc 
Junction to Palo Alto. 

TAcre are aleo two m1nor divisions conGi$~ins of $treet car linee 
in Palo .Alto a::.d the l~th Street or Naglee Park line in Sa.n J'ooe. 

As to the first divie10n this is being considered u:der 

~pp11cation of like ~acter 'on part of the San J030 Railroads, 

and it is therefore unnecessary to make !urthe~ comment herein. 

Travel on th~ C~pbell-Lo3 Gatos divieion ic comparatively 
light and col:.tincd a.l:nost entirely to com:::.uta.tion tra.t:l!"!.c. This 

portion of the line pa.r:lllele the highway-a end i& eubjec~ to . 

sharp competi t10n of a.utomobile lines which quote the same one-'t':"tl.Y 

~aren as petitioner but h~ve not yet met its eocmutat1on rates. 
!.his no doubt aceounts for the character of travel on this por~1on 
ot the property. . 

On the main ~ivi3ion tnere is a. considerable oteady current 
of travel between San Jo ee, Palo .Al to a.nd intermedia.tes Wlde:r 

one-~~ .and round-trip fares. 
. ' 

Ap~11c~t's Traftic ~gcr te~tif1ed tha.t tra.vel on thia line 
13 extremely heavy at the preBen~ ttme duo to the entablis~ent of 

an ;;n:q di v1:3ion e.t Can:p :Fremont. This ha.e reoul t¢d. in a. materi:JJ. 

inere~se in passenger reVenue whien it is testified will diminizh 

with the d1acontinuance of the camp. 
Traffic in the territory between San Jose an~ Menta V1zta 

3lld between Palo 1.J. to and Uox:.ta Viet::. i:3 confined l:n-gel:.r to co:c.-



~he main ~iv1sion is in keen eo~et1t1on with auto-... 

mObile lines which cut the one-way fere between ~elo Alt¢ ~ 

Ssn Joee 5 cents and meet the !our-d~y round trip rete of 7S 

cent~, but have not yet adopted t~e low da1l7 round trip rate 

of 50 eo:.ts between these "00·1n:te .. ... 
It is the o~1nion of the trs.na.porte.tion eo~a.ny'l s. 

tr~:r1e ma.no.ger that this eo~~ will 'be 'Q.%lAble to s.ecure the 

proposed inoreases, if gr~ted, unless e corres~ond1ng advance 

is made on l'art of the auto, linea.. ~pproxima.te17 80% of 

ap~lic~t'a operating revenue is derived·~om passenger traf~1e • 
• 

~he company hs,s an outstandJ.ng . bonded 1n~ebte~ees. of 

$500',000.00 c~vere~ by first mortgage b,ond.s. '1fAieh S%e held. by 

the Southern Pacific CompBllY to the extent o-r $319 ,000·.00 an~ 

by th& public t~ the emount of $121,000.00. ~here 1s also- an 

open book aeeo.unt with the Southern :l?ee~ic Com:pa.~ show1ng an 

oute:tBJ:.dJ.~g indebtedness. a.s. of da.te above mentioned o:t 

~,63C,7ll.2S, consisting. of principal ad.vanee.:i to al'plic1J.:l.t for 

additions: an~ Qetterments and secrued 1nterest thereon. The 
phySical valuetion of this road as preeented by ~pplieant as of 

A~ril SO, 1915. is $4,530.839.19. 
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Applicant :f:'Ued an exb.ib1t con3isting 0'£ statement of reve:O:::.es 

~d. ex;>encea oho't'1ing aetu:ill !igurcz for yeo:r ending April 30, :'918, 
:lJld esti::la.tec. amounts for 12 ::on-:he :period ending'MJJ.y :31, 1919, fro:c. 

which ~e following fig~e~ ~ve been t~en: 

:Xeo: ena30ng : Year ending 
:AI>r. 30 ~19l8 : :May 3l, 19J.9' 

: (Est1:na.ted) ~~A~tuol :$ 
O~erati~ Rev~nue .. 269,669.39 .. 322,290.91 · · · .. · .. 
O:per~ting Expenses · 219,545.53 .. 254 :&049.74, · · · · · · Net O~erating Revenue : 50,123.76 : 68,24i.l1 · .. .. .. 
Taxes · 16 2513.55 .. 18 1495.00 · · · · .. · Operating I~come I 33,,005.21 .. 49~746.17 · · .. · .. 
~o~o~er~t1ng Income · 37&054.9'3 · 3° 1298.68 · · · .. 

Tot31 Inco:r:le $ 71,260.JA :~ a6.~044.a5 .. 'it . · · .. .. 
Dcduetio·ne from Total Ineome · · · .. .. · · • Rents a.:ld., Interest 0:), Debt .. ~41472.a7 .. 306 z121.84 · .. .. · · .. 
Def'1cit : $223,,2l2. 7 3· :$ 220,O76_9~ · .. .. .. 

The est~ted oper~-:ing revenues for the year ending ~ 31,1919 

ere b~eed on ~ increa~e in paaaongcr revenue ot $45~430.G7 ~der 

proposed ta:i:f:':f:' and ~nere~Go or some $10,000 in freiSht r~tes 

alre~ ollowedwhien figures are predicated on past moveme~t of 
Pl',ssengera and :f'reight. 

It will be noted. from the for(l,zoi:o,s table tho.t while e.p;a>rox.. 

tmatc~y $55~OOO addi-:ional revenue will be acquired it will not be 

suffieient to overcome the eno~ue deficit ~Aie~ Will ~e encounter-

ed a-: t~e end ~r the fiscal period. This is due ~inl~ to large 
1nt'ercst de"o1 ts which will be la.ter discu33ea. o.nd to increased 

In -:he latter rcs~d exhibits were introduced showing present 
o.nd esti:no.ted expenses of 0:per~t1on from one o'! which the tollow1Xlg ... 
~a.bule.tion has been prcp3.X'ed. 

/' 
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1. 

2. 

3. 

4. 

5. 

5. 

7. 

P..A:!.I:W"cr OPERMI:NG EXI?E~S3S FOR l'E).j,~ :S~"IlI!:rG 
~ 30) 1918, .PJ:m ES'J:I~:O COSTS FOR YEAR ' 

'MJJ 31, 1919. 

:~ ear ending ::! ear ending 
:Apr.ZO ~191a:~ 31, 1919 J 
: tt.etuAJ. )' - ,': (:S:et1ma. ted) 
:~:$ ,. 

W«1 ~d Struetures e 19 ~29.57 .. 37,605.83 .. .. .. e, .. .. 
Equi~=Ollt- .. 25',221.73-, .. 29,SS7.39 .. .. .. .. .. .. 
Power .. 50,225.53 . 50-,358.36-.. .. .. .. .. .. 
.~on~uetiD& Transportation .. 85,::'17.34 .. '97,477.11 .. .. .. e 

e' .. 
'rra.:f't1c .. 2,416.9'5 .. 1,739.88-.. • .. .. • .. .. 
GeneroJ. an~ M1~eellaneouG .. 38-,ll6.30 .. 38,111.12 .. .. . .. .. .. 
.1'ra.:ls:port~t'1"on 'for I:c.ve~~ent .. .. .. , " , " .. .. 
. Credit ('Deduct) .. ':''181.79- .. -aOO.OO .. .. .. .. .. .. 
1'0~ Operating Expenses :$21~ ,545.53· .. $254,049;'7~ .. 

, .' 

!.he items ap~earing 1~ tho !iret col~ ro,reeent ~unte 

The e8t~ted figures 1~ the seeo~~ column are 

mainl7 predicated on i~ero~zed wages and coote of ~terials and 
supplies although in ao~e inntancee neeee3~r.1 renewal3 of track 

3nd equi~=ent are eontr1butor,y !~e~~r3. 

~y w~ ot' 111ustr~tion of increa5ed wsgca applic~t preeented 
an e~1b1t setting forth the wages paid in December 1915 and June 
1918 shOwing in the first 1nstance a monthly p«y roll o! $10,974.00 

tor 148 employez in the vo.r1oua departments or a:. o.vero.ge of ~74.00 

ve. $l3792.00 or nn average of $93.00 for the lattor period. 
Info~t1on wao alae ~urn1zhod with respect to adv~ce in 

~rieoe of matcriale and ~up~lie$. It 13 unneee3sary to, discuss 

thiz in detail but suffiee it to c~ ~t practically ever,r article 
entering into the construction and o3>era.t1o~ 0: thia e.o.rrier han; 
~terially adv~ced in price, the increacee over 19l5- figures in 

many inBt~ce6 exceeding lC~. It is. e3ttmnte~ that the advance 
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e5 a vf.o.ole w.ill eaeily s,l'prox1ms.te 75%. 

Ap;p11cant' $ finanoial status will be c1ec.r1y portrayed 'by 

the fo11ow~ figures. whiCh were :pre:pere~ from its snnnal reports 

by the Comm1ss1o~re ~ud1ting Department. 

The 

Income :S~a.nco ~rsnsferred to 
Profit and. Lo~ (de~1c1t) 

June 30, 19U $ 110,097.60 
T'I' " 19JZ 114,708:.65 ". ft 1913 138,782:.64 
no 1T 1914 196,2~0 ... 3' 
If' " 1915 2J.9 , 529 .. 59 . 
" "' 1916- 2Z2,421.1S 

Dec. 31, 1910' 2.38-.794.64. 
no '9: 1911 230,'38.84 

amlueJ. lo·sses. sustained. 'by s,:.9p11cant have been met 'by 

loans from the Sout:c.ern Pacific Co~, as dis-clos.ed by an exh1hit 

on oe~f of petitioner, show~ a balance. due tho latter on June . 
30 t 1911 of $2,526,566-.. 05. vthich by additional advances and accrued 

interest.~de a balance as of ~~ril 30,1918 of $4,539,601.13. 

Bvidence discloses that every effort has be~ msde t~ effect 

economies in o:pcration. ~he acc ount1ng d.e:partment is conducted. 1:0. 

conjunct10%l with other companiez at Los. .Angeles. eo e..s to reduce 

clerical expense to a rn1n'inmm. One m.e.n ears have been esta.blished 

~n the street car divisions wherevor :.9ra~t1cable, and a oonst8nt 

supe:rvision is. maintained. o.ver aJ.l service mcttera to- kee.p e~nses 

at tho lowe~t ~1gure possible. 

·It is clearly e.l':parent ::rom the testimony and exhib·1te. 

thlit e.pplie.ent' e operating revenue 13 ine.ufficient and that immed.1-

s.te relie~ must begrs.nte~ if en adequate sorvice i$ to be con-:1nued. 
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On acoount of the rap1dl~ increasing operating oosts nDd 

neceesity for ad~it1onal expenditures due ~o deferred ms1n~~nanoe • . 
it is apparent tJ::.e.t the :revenue :rt>sul t1lle; from l'roposod. inores.see 

will be ent1rel~ absorbea by th~se item3, but the compan~ feele tb&t 

it cannot secu:e 8Jly higher rates. at the present time. OWing to 

competitive influenoes • 

.1.:pplieant is not asking e. retur.rl. on 1nveetment. but aimply 

enough revenue to meet its o:pe.:ra.t·1ng e.:c.d otber neoese.D.%'Y" ~nees 

Wi~ho.ut g1v~g FJJ:J.Y' eonsie.crs.tion to emO'Oll.tz due SO't:.thern ?s.eifie 

CompeJlY. 

?raotieally no. objection waS offerec1. to the. :pro:9ose~ 

sdvanee in fares. it being generally conceded that the oocp~ is 

entitled. to. add.1tioDal revenue. 

~~1s roS.a is not only of great oonvenience to the traveling 

public making!u~~~r-its fe.oi11t1es. but is' ·~rtiouls.rly essential 

at theprosent time to. the welfare of the mill tary ee~sb11ehmont .at 

Camp ~remont and nothing Should be allowed to. 1m~air the much needed 

service Which it isiin pos.it1an to.renaor. 

~et~tiener propeses So 7 oent .. fo.res in thE) street ce.r dis-

triots. with privilege of purchasing cooke eontain1~g fiv~ ri~ea 

~or 30 conte, which figure~ 6 oents por ride. In a.lternat1ve 

arrangement of 'this kina 1s unsatisfaoto.ry and more o.r les3:d1~ 

A bettor solutio.n ~! the.~roble~ is, to. publish a 

straJ.ght. 6 cent cnsh. fare. 

After osre~ consideratien o~ the evidence eubm1tte~. I 

am of the opinion that present fares of this compo.zlY erG insufficient 

and that application to mako the incroases ~et ~orth in ~~ib1t ~ 3hcn1d 

'00 gre.nted., with tho mod..1fic6.tioll that a. straight 6- oent oash fare. 

should bo establ1ehcd ~ tho street car districts and a corres~o~dtng. 



red:a.c:t1o:l mad.e in through fares' 'ba.eed upon this figure. 

~bAt portion covering treff1e botween Sen Jose ~nd ~~ 

:Roek ~c.:k should be dismissed. as it is being conSidered in 

similar applic:at1o~ o~ the San J02e Rcil:roade. '~ / 
. .... . 

;"'.1 J .• ~7 ~he following form of order 13 su'bml ttcd.. 

~:b.e I>ellins'tll~r ?..c.ilway COIll'pSllY having a~:plled 'llllder 

Section 63 of t~e Public Utilit1~e Act tor permission to inc:rea~ 

",~ .. fII _ 

certain passenger fares, as set forth in the o~inion which ~recedes 
this order, a public ~aring having been held ~d the Railroad 

COt:llli3Sioll being fully o.ppr1e,ed in tb.o :!?rel:lises, the :Railroad 

Commissio~ hereby ~1n~a ao a fact that tAeexisting f~:res of 

petitioner'are inS'l.1fficient ~d. that the rates herein eetab11ehed 

are just and reasonable rates •. 
Eesing thia order on the forogoing finding of fact and. 

on the turther findings of fact contained. in the opi~O~ which 

precedes this order, 
I~ IS zr.~y O~~~ tAat the ~ortion of a~plieation 

covering fares between SCJl J02e ana. l.1u: :Rock ?::.:rk be ~J.smissed.. 

!~ !S :::z~y F~E::.'2 O:?J)~P.zm that the Pon1:l.sul.sr ?..tl..uwa~ Com-
. , 

"Pe:A;/ 'be ~d. the same is hereby authorlzed to eeta'blis:a .. within twenty (20) 

deya from the date of t~is order the far~e contained in ~~~1~it 3.exeapt 

tho 7 oent fa.res.,w1tA privilege of :pUX'ehasinz boo'Y'..s, containing five 

rid.es tor ZO cente. ~ place ,of the 7 cont fe:re appliea~t ie author-

-lO-
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izcd to ce~ablian a straight c~eh fare ot 6 cents and shall make 

eorrespondiDg changes in through :f'a:oe bo.eed on this. ~1S'ill"(). 

The !orcgoiDg. op1n!O~· 2Jld order are hereby approved tm<!. 

ordered filed. as the opinion o.nd or'cr ot the Rai1rosA Com-

~ie3ion ot the State ot Cali1ornis. 
Do.:ted a.t San Francisco, C3J.i:f'ornis.~ th1&"],bt:/;;, d~ 0"£ 

}4-191S. 

. .... 
~. 

COmm1so1()ners • . ' 
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