Decislon No. }%i :7é7

BEFCRE TIE RAIZRCAD CCLIISSION of

In the Metter of the Application

)
of the Staxr Avto St&ge Company,a } APPLICATTION XO.5424.
corporation, fLoxr an order author-%

fzlng an lncrease In rates.

Hoxrry A. Sxncell, Loxr Applicant.

L ©

USRI, CCIIISSICRZR:

Dre Ster Auto Stege Company, = corporation, £iled the
above numbered applicatlion or Decomber 22, 1920 for aunthorxrity to
Increase the passernger feores of the automotive stage lines operated
by 1t between Cakxlend ond Stockion aend intermediate polints; Stockton
end Secromento and Intermcldisle points; Stockion and lerced sand
intermedliate polnts; Stockton and Trecy and intermediete voin®s, and
Stocxlon and Ssr Jose eand intermediate npolnts. The apvylication
reads, ln pari:

Toket In oxder for gpplicant herein to maintain
.8exvice reretofore rexndered by it as & trans-
portetion company between the polnte above
named, it will be receczary 2or applicanis te
Immedlately be yormitied to vublish a new
scnedule of rates, feres, tolls, rentals and
crarges walceh will produce an income to gpplic-
ext sulficlent vo provide for sppllcant g sum
of money large erough to enable it 10 meet its
maintenance and operating expenses and provide
a. deprecisvion reserve ani a return upon
applicant’s lnvestment.”™




Qke substence of the spplication is thet wnder the present
Tares and with opersting exd other expenses, there is & loss 1o the
corporation 2t this time of approximaitely £7,000. ner month. 4L
number of exhlblts were Introduced at the hearing, giving in detail
the revenumes and expences covering the perlod October 23,1920 to
December 31,1920, vhe firet named date belng trat upon whica the
coxpaxny assumed control of the sexvices formerly conductéa by the
Star auto Stage Association.

Mhe Star Luto Stege Lssociatlion, the predecessor of this
applicant, was oxrgenized Octobér 26,1916 with 71 members, ac &
cooperative businese ssSsocliatioxn, In accordance with the Civil Code
of the Stete of Callfornia. The mexmbershkly was camuged fronm time
to time by edditions and witkdrawals, wntil at the time of the
transler of the opexrative rights, on October 23,1920, to the Ster
duto Stege Compeny, there was & meabersily of sbout 34.

Tre 2irst torliffs of the Staxr luto Stege Assoc;axion‘

were filed in February 1917, and the original overators holding

mexbershipy In the assoclatior were not reguired to secure certif-

icaves of puslle convenlience axnd necessity Zrom the Commicsion by
roazon 02 the fact that they were overating in good falth on

Xey 1, 1917, the date specified by Section 2 of Cﬁapter 213,Stetutes
1917. '

Yo comprehensive bookikoeping cystem was.ever in eflect
by the members of the assoclatlon axd, therefore, it Is impossible
2or this Commission to determizne nositively whether or not +the over-
ationd ol each member of the assoclation were malntalned at a profit

or at & loss.

Attached to the applicatliorn was a statement of Lncome
and expenses covering the period Lugust 19,1920 to Cetober 23,192C,
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the Ligures belng dased upon tho overating expenses snd revenue
of 58% of the owners. Upon cross examination at the hearing 1t
developed that this statement lncluded all of the gross revenus

turned {nto the Lssociatlion from Aungust 19.;920 to QOctober 23,1920,
out t2at only 58% of th¢ OVagEW LSpY DookS Showing revermue and
oxponset, and a8 to the oxponsec shown in the sta.tox;mn'b 58% wereo
sotual and 425 ostimnted. "ho total gross lroome &uring this

veriod was $118,787.02 and the total opersting and melmterance

expense $1l13,084.06, leeving & gross proflt Lrom operstlions of

4$5,702.96. Deducting genoral oxpenses of *90,766.SO, the net
logs from operations LS shown as $l$.063.54. Other ltems of
income., credlits and debite, maize the netl loss for the pexlod of
65 days $17,309.87.

The arrsngements wader whlch the Star luto Stege
igsoclatlion opersted permitted tre associatlon members thet handled
thelr own veilicles to retaln 85% of the gress collections for ex-
ponses end pProfits, while tho remelning 154 of the gross receints
we?o surrendered 4o the issociation to cover, yresumsdly, the
oxpenzes for meirtalning the torminal depofs. tlcket offlces and
inelderntal accorcdations used by sll 0L the Lssoclation members.

Subsequont to the hearing in thls proceedling = repre-
sertetive from t2is Commission's Lwditing Devartmert visited the
officez 02 tre coxzpany al Stockzvon and endesvored 1o Secure &
check of the statement covering tre period August 19,1920 <o
Cctober 23,1920, but comld 21mé mo authentle deta. The stetemert,
“herefore, 1z of little or no velwe in this procceding.

it tho hearing, neld In Stockton, o stelement, prepsred

" certified pudllc asccownterts, was rreserxted showlng




geroral balance cheet Cctoder 23,1920 and November 30,1920; also
statecent of lncome, axd »reflt aud lo3s £or the period Oclober
23,1920 to Zovember 30,1920. Subseguent to the hesring other
Tinsnclial stotemente were presented glving detz of the agssets and
llabillties. incomo,end »rofit end loes accounts for the perlod from
Cctober 23,1920, the dalte upor which trhle applicsant took poszecsion
0% %the property. to Jamuwsry 31,1921.

“he total property as of Deceﬁber 3L, 1920 is valued 2t
$309.219.13, weile the curreat assets erd other accomnts, izncinding
»rofit end loss. make a total of $407,926.83. The largest item

»

included in n~0ﬁert is the operating rolling stock, corrled ox tze
P00%S &b $B877,962.05. Thlis Lncludes 69 sutomodiles of various
makeS, the princival machires being Dackards, Locomobiles, Tzites

and Pilerce Lrrows. Trese vericles ware taken over from the o014

orgenlzation and have rot been appraised dy +his Commission, there-

fore thelr true value Ls nev knownm.
The éross car earmings, Octobver 23,1920 t¢ December 31

1920, were $103.597.20, with operating expenses; ircluding depreci-
ation. £109,191.95, & net car loss of $5,594.75. The operating
oxponses are “hoSe directly caargeable 10 the operation of the cars;
the ganersl oxpenses include $5,026.96 for ticket offices axnd
$9 234 .84 for saleries of gemeral officexrs, clerks aund mizcellansous.
These, with other Ltems, make & totel general expense of §21.023.61,
or & net loss from operatlons during tkis 70-dgy period of $26,618.36.
Takirg the moatk of Decembexr,1920, the votsal gross car earnlngs wore
$43,477.78, operating exyences (43,847.37, & net car loss of $369.59.
2e expenses oI tl icee, general offices, ete. totaled

$9,212.90, leaving & net loss from operations of $9,682.49.




Durirg this 7T0-dsy neriod o chaxge is shown in %the
onerat¢ng expense of $15,250.44 for tiree, an arbvitrary emouwnt, -
computed oxn a basis of .0Z5¢ per mile. No statement wae furrzished
oF the milezge, vut the testimony wowld Inilcate that trne charge wos
commuted Lrom trhe actual zilesge Fraveled, as shown by the records.

The commany nasS not beexn in exlstence long enongk t0 Set Wy 2 corredt
expeﬁae foxr tires, ané tho smount claimed may be either more or less
tasn the cost. Durirg the scme period of Time & charge of 317 429.08
was made for depreciation, thls at The rate of 4 counts per mlle, It
being purely estimeted axnd based uporn the theory that s cer costing
$8,C00. will be worzm out axd st be Jjunked after It has troveled
200,000 miles. The samouwnt of depreclation clsimed 1s epproximately
$85,000. nor ennum, or I0% of the onerciing rolling stock heving a
clatmed valune of $277,962.05.

Sluco the nearing and Suﬁmission of t:te appllcetion trere
rag been filed = statement showing the Income and expenses for tre
month of Jabuexy,l921. The totel gross car esraings wero $38,857.62

belng $4,620.16 less then in the month of December, ond the net car
loss §$2,936.66, or $2,567.07 groster tzen In December.  The gezmersal
onersting expenses were $l0,93L.11, making & net loss from operations
durirg the month of Jenuery,l921 of (13,867.77, as compered with the
net loss f£rom oneratlions for the moatk ¢f Decombex: o *9 682.49, ax
irexeased locs 0 y4,185.28.

There are gpproximatcly 125 emnlovees. . Prom Q¢vober 23,
1920 t¢ December 31,1920 the expenses of the goneral offlce. ircludixmg
clorke snd miscellancous ltems, totaled (39,234.87. or et the rate of
$50,000 per yesr. Included Iz these items is the selery of e

president ot §750.C0 per moamth ard of o g nmaneger &t $50C.00

ver montk, or $15,000. mer srrum. T i1 to these two directirg

ficers the coxpeny exploys Two superintendents, whose salarleseids
T -5 ‘




ere 2ot lncluded in the gereral office oxpenses. It would seonm
to the COmmis§ion tnat this lorge item, for So small an organiz-
etion, ilg excessive. Che compeunsatlon of the »rimcinal owners
ol the vroperty should be derived from dividends and not Lrom the
nayment 0L oxcessive csalarlies. Cre Ltexs for stavionery, »rinting
L tlickets legal expenSes are also large. consifering “the time
“his gpplicant hoe boen In exlsience. For the £irst 70 days the
legal expenses were £1,446.55, elithough upon cross examination It
o admitted that ¢ reasonablc average charge mer month wonld be
TOry mmch lower thén durlne the Tormative perlod. Tithout doudt,
some »art of the amount carried &5 oxpenses for statlonery,
printing, legel, elc., should have beex charged to Cepital Accomxt.
“he exnibits presented snd verlfied by our Auditirg
Jepertmont clearxly domonatrate that thero has veen 2 net loss
{ron operstions since commencement of the serviece as Sollows:

Octeber 23 o Jovembver 30,1920, 516,9%5.87; December 1 to December

51,1920, 9,582.49; January 1 to January 51, 1921, 413.867.77; a

totel of £40,486.13, but the Comuission cexnot acceprt as conmtrolling

The net resultc indicated by these exalblis, for they emdrace but a
paxt of Octoder end The mentas of November, December and Jemuery,
probebly the poorest operating monmtihs in the yeaxr axnd, therelore,
would makKe The most wafavoravle chowing. Attentlioz might be

called vo Tthe faet trat during these narticular monirzs thore were
ncavy ond almost conmvimuous rainfalls; 2lso thet there h=as been

ax ebnormel decline In travel. due to the general busineses situation.

L trae reprozeriative peried should cover z full calerder yerr.




She propocsed fares are notv constructed upon any concistent
milesge basls, vhe lncreases being built uwp srbitraexily over tae
faxec ot present in elfect end, amparently, the changes are made
between points where tne greatest emount of additional revenue would
be secured. It ls proposed to incresse the fare between Sacramento
axd Stockton froem $1.40 to $1.70; vetween Secramento and Calt fronm
70¢ to §l.00; between Sacramento and Lexced from $3.00 to $4.10;
between Stockton and Modesto £xrom 75¢ 4o $1.00: between Stockton
and Turlock from $l.15 to £1.55; tween Stockion and Tracy Lronm
60¢ to 75¢; between Stockton and Cakland from $2.25 4o $2.80;
vetween Stockton axd Ser Jose from £2.25 4o $2.85; between San Jose
ard lodesto from §$2.50 to $3.25. Inecreases are appylied to practic-~
ally ell of the fares and the instances cited are Illlustrative of
tre situation.

ging o travel check covexing November 1920, the increzse
in gross revenme under the proposed fares besed oz the returns for
November would be apvroximately 27%. Eowever, thls month 1s rot
roprosentative sxd. without doudy, the proposed fores gpplled to 2
12 months yporiod would Incresse the gross revernue greatly in excess
7 this test perfod. It may ve Sald that the
lower Lic the wvalue of the service and thet 2
readjuctment of the xates to the basis proposed might result in

dovrinent to the apnlicent as well es 0 the traveling mubliec.

The commeny L= entitled ¢ earz o sufflclient sum anxeally,

only for current repalrs bdut Loxr meking zood whe aenxeciation
replacing the property, 5o that ev the aond of a ngen verlod
orlginel investment can be xcplaced out of the denreclation
tine during wileh tTals applicant has operated
stablisament of a correct depreclation
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allowance to L£it its serticular reeds. bus corvelinly the exnibiis
snd the testimony do mot justiZy the allowance of 307 per yesr. I

8ls8o of the oplrnion thet the charge of 23 wmer mile Zor tires
2ot 1ot deen [ustified, mor canm I spprove of the salery sllowences
of $15,00C. per year for o prosidont snd o general nonager.  The
record in thie proceedlng, howover, ¢learly demozstrates that if
no sllowsnce at ell had been mede Lor deprecistion or nexegenert
exne go, the company wo"ld stilll have overated at a lows of some
$16,000. Ockober 83,1920 to Jazuery 31,1921, without giving exy
corslderation Yo the return upor invested capital.

I am not comvinced thel the propozed feres are »roper,

nor Ithat the Increase granted sihould be based mpon the resuliz
obtalned during the past Zew months. I am of the opinion that

- -

an lamercase in ell fares of 13% should be zushorized to reet the

mergency now exisiulng, with the understending that applicont will,

for tho next six moxths, rerder ¢ monthly report 0 the Commission
glviang in detall all of ite Operating revenuesS and expenses and that
T make a cerelul stuly of the ¢ost ner mile Tor tires; also a moxe

-

coxplete and coxprerensive check of dopreciatlon %o the egulpment.
<. witkin o ressonable time, applicant can show thet 4the

financlal condlitions of the compsxy heve 210t meterially chornged for

the betlexr, the Commission will consider an spplicetion for a further

read juetment 0L the Lares.




ORDER

The Star iute Stago Commany having applied for permission
to lnercase iis pascenger fares, o public hearing heving been held
and the Iollreosd Commicsion deing Tully opprised in the premises,

1% hereby £indes et & faect that the existing fares of rpetitlioner cxre

wrezuneretive and that vhe feres hereln esveblisrzed are Just and

reasonavle.

The Rellrosd Commisslon, basing its oxder on the Zinding
of fect and the further findirzs of fect which ere cortained ir the
opirionr walch precedes

IoEEEY the Star Zuto Stege Compexny, a
corporation, be and the came Ls heredby authorized to f£ile wita the
Rellrced Commisclon within twemty (20) daye from the date of talic
orfer a tarlff Iincreasing tie present fares Lifteen (15%) per cent;
suffliclont to be added Iz 2ll cases ¥0 meke the fares end in sctual
serte.

Dhe Zcregolny oplinior and order are hereovy epproved ard
ordered IZiled ag the Opinicn end order of thc Rallroad Cormissiox
0f the State of Cellferaiea.

2t
Deted at San Francisco.Colifornis, thisfzﬂ" day of

%w/{ , 192I. ~ |

Cormicsioners.




