PESIN L T 1 m™ ‘.‘
()
I

v
}

o
SR

b

B . e
[ I \ ‘I"\.’."L’—
LY i Y . ,\lll (%
\_J‘" la'--—n—ﬂ 1 ek - ot mand

Decision No.60/6.

RESORE TEE RAIIRC0AD COMIISSION OF TEE STAIE OF CALIFORNIA.
| —600- |
Tr the Metter of the Awnplicetion of )
Stoelton Electric Railroad Company )
<or on Order Granting Permission 10 g Application No. 3803.
)

Ineresse Fores for the Transportetion
0f Passengerse

Arthur L. Levinsky, for Applicant.
Daniol B. Marceau, City Attorney, for
the City of Stocktone

GORDOY, Commissioncre.

OPINION

Applicant, s street car company oporating in end about
the CLity of Stockton, secks permission to lncreese its passenger
Pares, alleging they are unreesonably low, that the revenue de-
rivé& therefron is insufiiclent To moet the cost of operation
end furnish an alequete return upon the property devoted to the
service. TFurthermore, thot the increase sought i3 necessexry
to provide sdditionel revenue for the advances in wages of em~
ployees, mounting costs of naterisls, equipment and iigher texese.

Present toriff of petitioner provides cne way fare of
five cents for sdults within the city limits of Stockton and
1ike fare for two chaildren under five years of o80e + Provision
ig o136 made Tor school children’s fares by the sale of books
at the rete of twenty rides for fifty centsSe

Lpplicont proposes to incresse the £ive cent fare to
seven cents and sell tickets in books containing five x»ides

for thirty ccntce




The usﬁal information of hearing held July 19,1918, was gZivexn
the press and notices mailed to different orgenizetions, also posted
in cack of the company’s gtreet cars, notwithstanding which no ;b-
jeetions were offeored %o the epplication, althougk the City of Stock-
ton enterod on apprearsnce at the hearing through its City Attorueye.

The Stockton Electric Railroad Compeny was incorporated Dec-;

ember 29,1891 under the laws of the State of Californis, with an au=

tnorized cepitel stock of $500,000.00, sll of whick has beer issued

and is keld by the Southern Pacific Company.

At the time of incorvorstion the compaory purchesed from the
Stockton Streot Reilwey Compaxny, which opersted & horse car line,
the rosd end eg¢uipment of that company cnd thereupon\reconstrueted
+ho line into & double track nerrow gauge oloctric roads During
tae year 1906 the entire rzilroad was reconstructed axnd converted
into o standerd gauge track, at which time now eguipment and powex
nechinery were installed at a total cost of eprroximetely $400,000.00.
Other smounts were exponded,from time to time, fof reconstruction,
additions and bettorments, and the company’s ledger ss of June 30,
1918 shows a belesnce ixn capital accounts tétaling $814,984444. Che
aceconnts of the company prior to the year 1912 weré not kept in sccord-
gnce with the classificetiorn of accounts adopted by this Commission,
but thoey have been thoroughly checked by the Commission's Auditing
Department, and the following is & complete statement of the fixed
capital spresd over accounts in compliance with the standard classifi-

cation:

0ld road and frenchises, $192,310.92
Yow road asnd franchise, 345,528445
Additions sxnd bettermexnts, 30,049.69
Construction, 151,339.18
Equipment, ' 83,829.17

Real Bstate, cobal - s 11:927:05
The following table compiled from annusl reporis on file
witz the Conmmission shows the income and profit end loss sccounts of
spplicent for the fiscal years emding June 30,1912 to 1916, iuclusive,
togetaer with calendsr years for 1916 and 1917:
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INGOME AND PROFIT AND LOSS STATZUENT OF THE STOCKTON ELECTRIC RAILROAD COMPANY,IN DETATL,FOR THZ FISCAL YEARS ENDING JUNE
. . © 30,1912 to 1916,INCLUSIVE,AND THE GALENDAR YEARS 1916 and 1917,

—-1—

OPERATING REVENUE

Passonger Revenue

Revenue from other Rallway Operatione
Total Operating Revenuse

OPERATING EXPENSES

Way and Struotures

Equipxent

Powoy

Gonducting Treneportation

Traffic

General and Miscellansous (x)

Transportation for Investriont
Totad Operating Expansas

Net Operating Revenue

» TAXES
Operating Incozxe

KOR~OFERATING IHKCONE

Miscellnneous Rent Income
Incore from Unfunded Securities & Accounts
Miscellgneoue Incomd
Total HoneQperating Incone
Grors Incone

DEDUCTJONS FROM GROSS INCOME

Ront for Leneed Roads
Miscellensous Taxes
Interest on Unfunded Debt
‘Interest on Floaling Debt
Irtereet on Funded Debt

Total Deductions from Grosge Incoxs
Net Incore
Niacellaneous Additions to Surplus
Hiscelleneous dediictions from Surplus
Surplus Beginning Year
Dividends
Surplue End ¢f Year

(x) Injuries e«rd Dameges
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- YEAR. 31 CALENDAR__YEAR
June 30, June 30, June 30, June 30, June 30, sDecombor 31, December 31,
1912 : 1913 : 1914 : 1915 : 1916 : 1916 ;1917
: H : : : :
§ 172,346,24: § 189,664,03 6; 207,730.45 1 & 199,044,218 : $ 217,147,786 : § 218,755,74 : § 235,248,12
1 . T17.728: « 1,824,60 i 1,921,49 1,083,01 4,148,26 7 304,02 5,554,15
174,063,97;  191,468,63 :  209,651.94 200,127.19 : 221,296,048 226,059.76 : 240,802,27
: : : 3 : :
! i 1 : : t
11,224,71; 16,008,42 12,566410 13,320,900 17,114,033 14,684,97 13,240,86
8,255,781 8,728,95 ¢ 15,209,111 3 16,075,12 15,038,017 15,570,93 18,050,00
14 049,40 14,693,94% 17,338,088 16,206,51 : 21,286,283 : 23,738,899 23,965,04
55,302,51; 5T7,272,98 63,3115 65,396,65 81,619,495 1 84,955.59 92,303,25
2,031.80: 3,016,57 2,339,76 2,427,12 2 235,34 : 1,937,544 2,198,59
9,168,613 10,789,02 : 17 295 23 16,537.20 41 523,10 43,125,62 21,123,79
v s - : : 62 3 27.92 $ 1,449,546 -
100,062,981 110,509.88 ; 128 059.79 : 129,962,888 3 178,788.,80 185,462,08 170,881,53
74,001,163 80,978.75 1 81,592,15 70,164.31 42,507.2¢ 40,597.68 69,920,74
: : : : : :
3 : H : : :
6,870,453 8,554.84 10,698,11 10,720,883 11,399,74 11,624,283 16.462,14
67,130,70: 72,423,391 70,894,04 59,443,43 31,107,50 28,973,40 53,458,690
H : 3 $ t t
: : : : t H
H H H 176,00 H 41.00 3 36,00 3 101,00
: : : 1,838,52 195,73 t “110,41 2 864.06
—_— H ___298,17 3 601,45 1,188,723 1,851,311 1 1,159,67
: : 298,17 1 2,615,97 1,425,45 1,997.52 I 124.71
67,130,70; 712,423,991 71,192.21 62,059,40 32,532.95 1 30,970,892 :  57,583,33
: 3 H : $ :
: H : : : :
: 3 : : : :
: : : : 2,895,060 5,790,00 3 5,790,00
H : H H : s 321,10
27,193,5¢: : : 7,634.60 854,39 ¢ 2,128,93 9,031,74
: 27,827,69 1 18,989,683 t : 4
: - i 3 : 7,611,864 3 7,611,634
27,193,59: 27,827,69 16,589,82 7,634,60 3 11,361,023 15,530,573  15,142,84
39, 937.11: 44,596.22 : 52,202,38 54,424,880 21,171,692 : 15,440,35 42,440,49
H 334,25 24,24?.90 ! 11,369,45% 884,25 $ 30,18 ; 61,617,88
993,55 849.44 12,835,59 4,851,4¢ 1 H 1,510.7¢
98,645,59:  137,589,15 181,670.18 245,284,.87 256,227,623 280,641.2¢ 1 246,111,82
: ] t 50,000.,C0 : 50,000,000 50,000,00
137,589415s 181,670.18 : 245,284,87 25647227,63 3 228,283,80 H 246;111.82 348,659,40
3 2 : H : 3
! ' 1 ' H H
167.85; 2,554.87 4,152.85 888,31 23,888,422 3 23,082,79 2,033,8)
. H H 3 3
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Pessenger revenus chows a graduel growih for each year
except 1915 and it will be noted this roverue was $172,%46.24 in
1912 end y235,248.12 in 1917, =n increase of ¥62,901.88, or 36.5%.
During the same time opercting expenses gdvenced from $100,062.81
to $170,881.53, or $70,818.72, equal to 70.74.

The tecstinony and anmual reports-show.that the Stockiton
Zlectric Rellroad Company leases £rom the Central Californis Trastion
Compeny cortain tracks within the City of Stockton necessary in the
rendsring of a satisfactory sireet car service. The lesase profides
Zor on amawal payment of $12,500.00; of this smount $5,790.00 is
deducted from the grozs income under the caption of "rent fox
leased rosds™.  The expense of this trackase right is au opersting
burden and if the vproperty of the Central Califermia Traction |
Compony could not be rernted, this applicsnt would be pﬁt to the
necessity of dvuilding sddivionel tracks, thus lpewrring increased
capitel investment; therefore, the sum of $5,790.00 ghould be
added to the opereting exvenses, making them, in 1917, $176,571.53
instesd of {170,881.53, an increase over the year 1912 of $76,608.72,
or 76.5%.

Oversting expenses for 1916 ag compared with 1917 de-
creased fTrom 185,462.08 to $170,881.53, or $14,580.55. This
radical reduction is sccounted for by tThe payment in 1916 of
abnormel injury srd damage claims amownting to $23,082.79, waich
included o damege judgment of $18,000.00. Daomege claims fox
1915 and 1917 were 1:888.31 sand 2,033.81, resmectively, while the

everage of all injury and damage claims ovexr a five-year period

LS




(fiscal years 1912-18-14-15 and calender year 1916) was but $6,169.3%
‘4 deduction of $18,000.00, representing this judgment cleim. should
av least be mede from trhe $185,462.08 of operating expenses for 1916
to secure for comparison purposSes the true or approximate expenses;
thais would lecve $167,462.08 for 1916 us sgelnst §170,881.53 for
1917, or gu inerease im operating expenses over 1916 of $3,419.45.
Qaxos inmcressed from $11,624.28 in 1916 to $16462.14 in.193.’7. ox
$4,857.86.  The net opersting income aS shown by the preceding
teble (that is, the net operating revemue lecs taxes) was £28,975.40
in 1916 and 53,458.80 in 1917, but with the damogo claim of
¥18,000.00 vaid in 1916 disregarded, for the vurpose of comparison,
we f£ind after allowing the $5,790.00 fronm leaséd roads, an operating
income of 41,183.40 1ﬁ 1916 as sgeinst (47,668.80 in 1917, oivan
increase of only :6,465.20.

| dpplicant prepared. subsequent to the hearing, a statement
of i%s revenucs and oxpenses for the first oix months of 1918, show~
ing & total oPérating revenuo of $185,987.52 and an operating ex-
perse, Including deprecilstion, of $91,676.60, making & net operating
revenne of $34,310.92; after deducting texes in “he sum of $8,533.71
end rental of leased rosds §2,895.00 there remains an opersting
income of {$22,882.21.  Assuming that the revenue snd expenses fox
the entire year of 1918 will be in »romortion to the first cim monias
there will e an operating income of $45,764.42.

Applicant deducted from its operating rovenue as miscellszneotw

taxos $3,247.14 in 1917 gnd $1,555.17 for tho first six months of

1918 to cover federal income texes; of these amownts, $1,777.80 in

1917 ané $1,047.285 in 1918 are properly chergesdle %o war income
TaxeS under the rule set forth in Decision No.5889.November 4,1918,
Lpplication No.3082 of the Tostern States Ges & Electric Company
Lor suvnority to increase electric rates. In accoxrd with

tols principle the amount of federal taxes deducted from
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operating revenune should be reduced $1,777.80 in the year 1917, amd .
$1,047.23 for tho Six-months pericd emdimg Jume 30, 1918. Tith
these federel war income texes elimirzated from opersting expenses,
there remaln the following overating incomes,- for the yeaxr 1916
$41,185.403 Zor the year 1917 $49,446.40 and for the yesr 1918

$47 ,856.88 (based on ostimate of the f£irst six months). Using

these figures, spplicent’s opersting income wpon & veluwation of

$814,984.44 wes 5.05% in 1916; 6.07% in 1917 axd 5.87% in 1918,

{estimated).

éhe rocords show that the propverty was origlinally purchased

in December 1891 for $45,810.00 and consisted of a single track line
oporated with horse power.  Immedistely upon the purchsase,spplicent
gbandoned the old line and installed o doubleo track narrow gusge
rogd. Improvements were continuslly nede on the narrow guage pProp-
orty wntil 1906, when the company agein rebullt the entire line,
making it stenderd gusge with heavy rall construction.  The total
cepitel investment as of Jwne 30, 1918 was $814,984.44, the grester
pext of which was put into the propexty prior to tke close of the

yeaxr 1906.

Prom Docember 1, 1902 to Docember 31, 1917. epplicant
sccumdated a Swrplus of $548,659.40. and in tho yoars 1915 and 1916
pald two &ividemds of 50,000.00 each, thus meking the income balance
(profit) $448,659.40 for thic period of Liffeen years, on average
enrual return of $29,910.62. T+ will thwe bo seen that at no time
has thic applicant secured adequate returns Ifrom The property de-
voted 4o the public use.

There have deen substantisl increases iz tac pay ofv
employees during the past few yoors and since the exhibits presented
at this nearing were prepared, additional increstes in wages aver-

aglng 1.1% nave veen greuted, effective July 1. 1918.




Totice is directed to the preceding table showing the
cost of conducting transportaetion, which expense consists vrineip-
ally of wages »ald conductors and motoxmen, the total increased

from $65,396.65 in the year 1915 to $92,303.25 in the year 1917,

or ¢1.14%.  Attention might elso bo called o the fact that in

Novembor, 1918 the Testern Stetes Gas & Electric Company, from
waich source this applicant secures its power, was authorized to
incresse its elactric rates; this further adds to the operating
costs of applicaxnt.

Petitioner is vnlike many street car companies in Calife-
orria; 1t nas no bonded indebtedness and serves 2 thriving commun-
ity with no expensive limes to maintein in sparsely settled texrritory.
It ic syparent, however, that undor the Incressed cost of operation

the property caxmot, with o five cent fare, produce operating ex-

investment even undexr the favorable circumstances and a careful and
econonical management.

Avplicent seeks suthority to increase its fare 1o seven
cents, with books of tickets of six rides for thirty cents, but this
advence has not been justified by vetitioner's exhibits or testimony
nor by the investigsation of our Auditing Devartment.

aAfter glving careful consideration to the entire situation,
I am oF the opinion that the present fare of five cents 1s wnjust
and unrezgonsble and thet, wndoer the exlsting conditions, applicant
should be suthorized to establish a six cent Zare, waich is found

t0 be just and reasonsbdle.




Tke following form of order is submitted:

— s e ——

The Stockton Electric Rellroad Company asving applied
wder Section 63 of the Public Utilitlies Let for permission to in-

crease itc passenger fores, o public hearing heving been heold, and

the Railroad Cormission being fwlly apprised in the vremises, it is
noreby found a8 @

v

Lact thet the existing five cent fare is unjust,
unreasonable and insufficient snd that the rale herein established
is found +to be just and reasorable. Bosing this ordor on the
fipdirgs of feoct which precede,

I2 IS EEREZY ORDERED thet the Stockton Electrie Rallroed

Company be ané the same is heredy suthorlized to establish within

twonty (20) days from the date hereof s fare of six (6¢) cents within

tre Civy of Stockton. -
The foregoing opinion and order are hereby approved and

orderod £iled as the opinion and order of the Reilroad Commission
0% the State ¢f Celifornis.

Dateod at San Francisco, Galilornis, this &5 ﬂ day of
Aow&f_‘." _19/8]
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commissionexrs.




