
~cision No.6o/~. 

m:::3'ORB !!!EE EAIIaOAD COacrSSION OF :!BE S~TE OF CALIFOP.NIA. 

-000-

In the ~tte= of the Application ot ) 
stockton Electric Railroad Co~pany ) 
for an Ordor Gr~ting Permission to ) 
Increase Fares for the ~ansportation ) 
of Passengers. ) 

Application No. 3803. 

Arthlll' L. Levinsky, for APpliea.nt. 
Daniel B. Marceau, City Attorney, for 

the City of stoCkton. 

GORDON, Commissioner. 

OPINION ------..,. 
Applicant, a stroet car company operating in and about 

the City of stocl~on, seeks permission to increase its pass~nger 

~aros, alleging they are unre~sonably lOW, that the revenue' de-

rived there:fr~m is ins~ficient to moet the cost, of operation 

~d fur~ish an aaequate return upon the property devoted to the 

service. Fur thermo 1'0 , that t4e increase so~ght 10 necessary 

to provide additional revenue for the advances ~ ~agcs of em-
ployees, mounting costs of ~terials, oquipment and higher texes. 

?resent tariff of petitioner provides one way fare of 

five cents for adults within the city limits of stockton and 
like faro fol' troo ch11e..ron 1.1..l:ld.or f1 va yeal"s 01' ago.' :E:rovision 

is also made for school chilaren' s fares by the sale of bo~ 

at the rate of twenty rides fOX' fif'ty cents. 
Applic~t proposes to increase the five cent fare to 

seven cents and soll tickets in book3 containing five rides 

for thirty cents. 
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usua~ i~ormation of hearing hola ~u1y 19.1918, wes given 
tho pross ~d notices m~iled to different organizations, ~lso posted 

~ each of the companyYs streot oars, notwithst~aing which no ob-
jections wore offered to tho application, altho~h the City of stock-

ton entered en appeo.ra.nce at tb.<;) hearing through its City Attorney. 

~e stockton Electric Railroad Company was ~corporatea Dec-, 
ember 29,1891 unaer the laws of, the state of California, with an au-
thorized capit~l stock of $500,000.00, ull of which has been issued 

and is held oy the Southern P~cific Company. 

At the ti~c of incor~oration the comp~ purchssed from the 

stoCkton streot Railway Company, which operated a horse car line, 

the road. and eqUipment of that comp~ end thereupon reconstructed 

tho line into a double traok narrow gauge electric road. During 

the year 1906 the entire rcilroad was reoonstructe~ and converted 

intlO a stand-erd. gange track,. at which time new eqUipment and power 

machinery were installed at a total cost of approxim&tely $400,000.00. 

Other ~onnts wore e~Qnded,.from time to time, for reeonstruetion~ 

add:itions DJld betterm<;)nts~ and. the compSllY's ledzer as o:f J1lll0 30, 

1918 shows a belance in c~pita1 accounts totaling $814.984.44. ~e 

accounts of the com~any prior to the year 1912 were not kopt in accord-

ance with the classification of accounts adopted by this Commission,. 

but they A$Ve been thoroughly checked. by th~ COmmission's Auditing' 

Department,. ~nd the following is s complete statement of the fixed 

ca:pri tal spread over aceoo.ut's in complimlce vii th the stand.ard ela.ssifi-

cation: 
Ola road and franchises, 
New road. ana :franChise, 
Additions and betterments, 
Constrllction, 
Eq~pment" 
Real Estate, 

Total -

$192.310.92 
345,,528.45 
30,.049.69 

151.339.J.8 
83 9 829.17 
ll,927.03 

$814,984.44 
Zo.e following ta.ollc compiled from annual reports on file 

"i't"i1;h tile Com:nssion shot-iS the income and profit a.nd loss accounts of 

awlicant !or the fiscal years ond.1ng June 30.1912 to 1916, inolusive. 

together with calendar years for 1916 and. 19l7: 



. . , 
n~COUE AND PROfIT AND LOSS STATZUENl' OF THE STOCKTON ELECTRIC ~AILROAD COYPANY, INDE'l'AII" roo T~ FISCAL YEARS EtmuX} J1Jl'£ 

~O.19~2 to 1~16,INCLUSIV&,A~~~~ C~tiDAR.YEARS 191~ an4 1~~? 

OPE~ATltlq RiViNug 

Passenger Revenue 
Revenue Irom other Railway Operation8 

Total Operating Revenue 

OPERATINg ~3PENS§S 

Way a."ld Struotu.rea 
E<lui pment 
Power 
ConducUng Traneportation 
'hattie 
General and UieoellaneoU8 (x) 
Tr811sporiation to r Invost!1ent 

Total Operating Expanee. 
Net Operating Revenue 

TAXES 
Operati J1g 1 nCOlt.e 

liQii-:.Q.PP..FJ.JJ He} I tiCO~ 

U!Bce11nneOU6 Rent IncoKe 
Incor~ from Unfunded Securities ~ Account~ 
Ulsce11aneou. Ir.co~ 

Total Uor.--opereting IMome 
GrOI')B InCOw8 

p,EDUC1'IONS fROM GROSS ll-.'COME 

Rent tor Lensed Roads 
"1 e c ell e.neo\! fJ TAXU 
Intore&t on Unfunded Oebt 
Interest on Float! ng I)t)bt 
Interest on Funded Debt 

Total Deductione trom Groae Inco~ 
Net Inco~e 
lliocelleneous Additions to Surp1u.s 
Uiscolleneous deduc~ions Irem Surplus 
Surplus Beginning Year 
Divid~nd' 
Surplus ~nd 01 Year 

(x) InJurl&a nnd DaQagee 

: , 

· • · • 

• 

• • 
& , • 

--} 

r 1 S Q A LYE A R ,2 CAL g N D .\ R '( ,E A ,8 ._1 
June ~o. J~ne 30, J~ne ~OJ June 30, June 30t ;Decembor 31. December 31, ; 
1912 1913 . i 1914 ) 19,1~~ 19.1.6 1916 1917; 

; 
: : i: .& 

• 1'12,346.24: • 189,664.03 • 207,730.45 i. 199,044.18 : $ 21'1,14'1,78 s· * 218,'755.14 • 23S,248.12 
1.111.'l~t • 1,624.60 1.921,49 1,083.01 4,146.26 1,304.02 s 5,554.15 : 

114.063.97: 191,488.63, 209,651.94 200,12'7.19: 221,296.04: 226,OS9.76: 240,802.27 r 

· • 
11,224.71: 

8.255.'18: 
14, 0019 .40: 
5S,302.51: 

2,031.aO: 
9,198.611 

• • 
16,008,42 

8,128,95: I 
14,693.94 : 
57,272.98 
3,4)16,57 

10,'189.02 

12,566.10 
15,209.11 
17,338.08 
63,311.51 
2,339.76 

17,295.23 
.. :iII A .. I .-

100,062.81: 110,509.88; 128,0~9.79 
74,001.16: 80,978.75: 81,592,15 

· • 
: 

I 

· • 

· • 

• • 

; 
• • 

: . • 

13,320.90 17,114.03 14,684.97 13,240.86 t 
16.075.12 15,038.0'1 15,570,93 r 18,050,00 : 
16.206.51 21.286.23 23,738.89 t 23,965.04 : 
65,396.65 81,619,?5 I 84,955.59 s 92,303.25 
2,427.12 2,235.3i 1,937.54 I 2,196,59 : 
16,537~20 I 41,523~10 43,125.62 I 21,123.79 I 

•• 62 ; 27.92 1,'"9,54 ..: 
129,962.88 J 178,188,80: 185,462.08 170,881.53 

70,164.31 42,507.24 40,59'1,68 69,920,14 
: • • 

:: ::;: 
6.870,46, S •. 5!J4.SLJ._'!Q...69S.11: 10.,'{20~ L. J,1,399.74; 11,624.28 16.462.14.: 

67,130.'10: '12,423.91 70.894,04 59,443.43 31,107.50 28,973,40 I 53,458.60 : 
: :, I 

• 116.00, • 
• · 1,838,52 • • 
• · ___ 298.17 1 __ .. 601.45 

.--~---- ! 
• 298,17 I 2,615.97 • 

67,130.'10: ,72,423.91 71,192.21 62,059.40 · s • 
• , • , • • • 

• • 
• 7,634.60 • 27,193.59 

27,827.69 t 18,989.83 • 

I 
• • 
• • ·U.OO 

195.7~ 
1,)188.72 
1,425.45 

32,532.95 

2,895.00, 

854.39 

• • 
J 
I · '.----
: 

• • 
• • 

: 

36.00 I 
·110,41 : 

1.851.11 .! 
1,997.52 : 

30,970.92 

: 
I 

5,790.00, s 
I 

2,1~8,93 
I : . I 

101.00 I 
2,864.06 , 
1.l59.§.'t .: 
4,124.7~ I 

57,583.33 : 

: 
5, '190.00 I 

321.10 I 
9,031.74 

•• 7 ,611,64 7 ,611,64 . r _ u I _________ • t J 

I 27.193.69: 27,82'l~'69: lS,9S9.S3 7,634.60 J 11,361.0~ If)J5~0,51., 15,142.84 I 
Sfr,.24.60 21.171~92 15.,"0.35 42,140.49 I t 39,937.11: 44,596.22 52,202.36 

: I 334.2~ 24,247.90 

t 

993,551 849.44 12,a~5.69 
98,645.59: 137,589.15: 181,670.18 

• • 
137,589.15: , , 

16'1.85, 

181,670.18 

2,554.67 

t 
245,284.67 

4.152,85 

11,369.45 ,884.25 30.18 i 61,617,68 I 
4.8~1.4~ I ,1,510.79 s 

2~·5,264.87 I 256,227.63: 280,641.29 I 246.111.82 I 
50,OOO.CO 50,000.00 I 50,000.00: 
256,~27.63 I 228,283 8 80 246jll1.82 I 

S 
I 

888,31 I 

• • 

23,888.22 : 23,082.'19 

348,659.40 I 
: 

2,033.6) 
. • 

______ 4_~_ ..... ________ ~ ___ ... l .... ____ . _____ ~l_ ____ • I. J. _________; •• _ .... __ : 



?essenger revenue shows s gradual growth for each yeor 

e~c~~:pt 1915 and it will 'be noted. this rove;cuo waS $172,:346.24 in 

191~~ and ~2~.248.12 in 1917, an increase of $62,901.88, or 36.5%. 

Duri.ng the same time ol'erc.ting expenses $.d.venced from ;~100 ,062.81 

to ;'170.881.53, or ~;70,e18.72. oqusl to 70.7%. 

The testimony an~ annual reports show that the Stockton 

Electric Esi1roo.d Com~sny leases fro~ the Central California ~rsc.tion 

Compeny certain tracks within tho City of Stockton necessary in tho 

rend.l;)l'ing of a satisfactory etroet car service. ~he lease provid.es 

~or ru:l o.:anu~ ps.yment of ~~12.500.00; of this !lJ1lount ~~5.790.00 is 

deducted. from the gross income und.er the caption of ~rent for 

leased ro:l.d.s.". ~he expense of this trackage right is an operating 

bu.=c.Gln and. if the property of the Central Cs.1ifor.lia Traction 

Com:ps~ could not be rente~. this applicant would. be put to the 

necessity of bililding o.d.d.itio::r:l.al tracks:, thus incurring increased. 

capi tel investment; therefore ~ the S'l.lm of ~~5. 790.00 should. 'be 

aaaea to the o~erating expenses. making them, in 1917. $175,071.5Z 
't 'I, ins-:e:s.d. of \;l70.881.53. an increase over the yes:r 1912 of ~;76.608.72. 

or 76~5%. 

~erating expenses for 1916 as com~ared with 1917 d.e-

c=eased from ;;;l85-,462.08 to ~~170,881.5S, or ~14.580.55. This 

radical reduction is accounted ~or 0'1 the payment in 1916 of 

abnormsJ. inJUrj· c.nd. d.~ge claims amo'llnting to ;;23,082.79. which 

ine1ud,ed. So da."ne.ge jud.gment of ~~18, 000.00. Damage claims for 

1915 wld 1917 were ~~888.31 a.no. ~~2,033.81. respectively. while the 

average of all injury an~ d~age claimS 07er a ~ive-yenr period 
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(fiscal yeara 1912-13-14-15 and calendar year 1916) was but $6,lo9.Z~ 

~ de~uction of $18.000.00. representing this judgment claim. should 

at 1eust oe oade fro~ t~e $185.462.08 of operating expenses for 1916 

to secure for comparison pU:r:P0sea ~"ho true or approximate expens'es; 

thie would le::.ve ~)167,462.0S for 1916 as agl,l.1nst $170,881.53 fo,r 

1917, or an increase 1n operating expenses Over 1916 of $3.419.45. 

Taxos increased from ~11.624.28 in 1915 to $16462.14 in 1917, or 
;;'4 8"'"7 8~ ",,;.::l.C •. ~lle net oporating income as shown by the preceding 

table (thut is, the net operuting revenue less taxes) was $2S.97Z.40 
in 1916 and ~5Z,~5S.60 in 1917, but with the damngo claim of 

¢18.000.00 paid in 1916 disregarded., for the :p1lr:pose of comparison, 

we find ~ter $llowing tAe $5.790.00 from leased road.s. an operating 

income of .j<l1,18S.40 in 1915 as against ~:i47,668.60 in 1917. or an 
increase of only ~;;6, 485 .20. 

A~plicant prepored. subse~uent to tho he~ing. e. statem6nt 

or its revenueS and oxpenses for the first oix months of 1915,sJlow-

ing So total operating revonuo of $125.987.52 and. an o:perating ex ... 

~ense. inclu~ing depreciation, of 091,676.60, making a net operating 

l:'t9venue of $34.310.92.; after deduc.ting taxes in the sum of ~~,53Z.71 

snd. rental of leased. roads ~?2.. 895.00 there remains an operating 

income of 022,882.21. Assuming that the revenue and. eX3lenses for 

the entire yeu of 1918 will 'be in proJi0rtion to the first siz months 

there will bo ~ operating income of $45,764.42. 

Applicant deducted from its operating rovenue as miscelleneom 

taxes :;3.247.14 in 1917 and ;~1.555.17 for the first six months of 

1918 to cover fedorul income t~es; of these ~ounts, $1,777.80 in 

1917 ane. ~;1.047.2Z in 1918 are :properly chargeable to t;sr income 

ta."'tes under the rule set forth in Decision ITo.5a89.Novemoer 4,1918, 

~plication No.Z062 9f the ~ostern States Ges & Electric Co~pany 
for authority to increase electric rates. In accord with 

this princi~le the amount of federal ta"'tes ded.ucted. from 
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opers.ting revenue should 'be reduced $1.777.80 in the year 1917. encl. 

;?1.047.:as for the $ix-mo:lt~$ period. endine; June 30. 1918. With 

1ihese federal 11a:I: income t~es: eliminated from operating expenses. 

there remain the following operating incomes,- for the .year 191b 

$41,185.40; for the yee:r 1917 ~~49 .446.40 and. for the year 1918 

$/17.858.88 (based on estimate of the first six months). USing 

these figures. applicant t s operating income upon e. veluation of 
$8',14.984.44 was 5.05% in 1915; 6.07% in 1917 and 5.87% in 1918, 

(estimsted). . 

~he records show that the ~roperty was originally purchased 

in Dece~ber 1891 for $15.810.00 and conSisted of a single track line 

,opors.ted. with horse ;power. Dnmed.iste1y upon the purchsse.applic~t 

a~8~oned the ol~ line· an~ inetsl1ed a double track narrow gusge 

roed. Improvements were continually mad.e on the narrow guage prop-

erty until 1906, when the compallY again rebuilt the entire line. 

m~:tng it stand.a.rd gusge wi til hea.vy rail oonstruction. ~he total 

capj~ta.l investment as of June SO. 1918 was $8l4, 984 .44, the greeter 

part of wA1en waS put into the pro~erty prior to the close of the 

yea:r 1906. 

Prom Docember 1. 1902 to Docombor Zl. 1917, ~ppl~can~ 

~ccumnlate~ a s~lua of $S4S.659.40. an~ in tho yo~S ~92S and ~926 

p~d two d1v~donda of ~o,ooo.oo each, thus making the ineome balance 

(~~otit) $448.659.40 £or this ~oriodo~ fifteen years, an average 
annual retUl'n of :~29, 910.62.. It 't'lill tb.u.e be seen tha.t o.t no time 

h~s tj!:lio a.ppl1cant secured o.deq,u.s.te retu:rns from the. :property de-

votea to the ~ublic use. 
There have oeen substcntisl increases in tAo pay of 

em:ployees cluring the :past fei'1 years and since the exhibits pres'ented 

at thilS hearing were prepared.. e.e.e.itional incres:::ec in wages aver-

aging ll% have been grsn-ced.. effective JtI.ly 1. 19l8. 
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Notice ie directed to the prece~ing table showing the 

cost of cond.ucting transportation. which e:q')ense conzists :prin~1J?

ally o£ w~ges paid oonductors ~d motormen. the total increased 

froe. ~:65. 395.55 in tho year 1915 to $92.303.25 in the yes:r 1917 9 

Attention might also be called to the fact that in 

Novonlber, 1'918 the i!estern States Cas. & Electric CO:Jlp%lJlY. from 

Which ~OUJ:ce this a.pplicant secureS its powor. was authoriz.ed. to 

incre::.se its e1·~ctric rates; thie further adds to the operating 

coste of ap~licant. 

:E'eti tioner is 'W:ll.iko many street car companies. in (~a.~

ornie; it has no bonded iDdobtedness and sorves· a. thriving commun-

ity 'Ivith nel oApensive lines to msintsin in sparSely settled territory. 

It is aPPal'ant. howover. that und.or the increa.sed. cost of opera.tion 

the prope:r1;y Camlot, v:i th a five cent fare. prod.uce opero:t1ng ex-

~e:ses. depreciation. taxes an~ e f~ir return u~on the value of the 

investment even 'Wlder tho :favorable circums.tsnces. and.. a caref'lll and 

econoQical management. 

A~plicant seeks authority to increase its fare to seven 
cents. with books of tickets of six rid.es for thirty oents, but this. 

advance has not been justified. by ~etitionerls exhibits or testimony 

nor by the investigation of our Au~iting Department • 

.After giving oareful oonsideration to the entire Sit~t1on, 

J: am o:! t:b,e opinion ths.t the preeent faro of five cents is 'Olljust 

:md unres.~:one.blo and. that. und.er the eY-isting oonditions. a:pplieant 

should be authorized to establieh s. si~ cent fare. whioh is found 

to be just and reasonable. 
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~~he following form of ord.er is subIO.1tted.: 

ORDER -------
~he Stockton Electric Rei1road. Company having applied. 

'Wld.er Sectil:)n 63 of the :Public Utilities .Loct for :peX'tlisSion to: in-

crease its J?~~S'eng0r fsres. s. public hearing having been hold.. snd. 

the Rail::-oscl Cor:mission being :f'ally apprised. in Jjjhe premises. it is 

horeby found, as a fact that the existing five cent fare is unjust~ 

unreasonsble &nd. ins:c.fficient and. that the rs.te herein es,tsb11shea. . 
is found. to be just and. reasonable. 

findingS of feet which precede. 

Eozing this ord.oX' on the 

I~ IS EZEEBY ORDERED that the Stockton Electric Rsilroad 

CO:llJElJlY be anc. the some is hereby authorized. to establish within 

~enty (20) d.ays from tho elate hereof a fare of' six (6¢) c.ents within 

• the Oity of StocktOll. 

~he forego~s opinion ana order are hereby approved and 

ordered filed as the opinion ana order of the Railroad. Commission 

o~ the St~tQ of California. 

!lat(lld. at &Xl. Frc.ncisco. Oa.lifc:rn,ia.. this.2 4 c( day of 

;!)~ 19/;: 
.. :. ~ ~ ' ..... 


