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WZITSELL, COMMISSIONER:
In the above entitled applleation, Northwestern Pacific

Railroed Company seecks avthority %o imcreaze Zures ¢h 1t interurbon

system opexcting between Szr Francisco axd polints ina Marin Countye.




Dublic hearings were conducted iz this proceedicg =t
Sex Rufeel. A4t the last hearing, Januwery 18, 1935, it was oxder-
ed that tie matier would be teken uunder submission upon the filing
of driefs, which are now defore the Comxmission, amd it s now
reedy for decizion.

In the eorigirel application, which was filed July 25,
1934, the compery sought suthority to Lacrease one-way and round
trip fares between San Francisco and polnte in Marin County, in
verying percentzges, and ir genersl an increase in commutetion
feres of 66-2/3 per cent. ALl points on the interurban systex
are involved in the proposed increase in fares, except Sausalite.
No ircreecse in fere is sought detween Sexn Francisco and Sausalito
due %o compeiition between applicant and Souwthern Pacific Golden
Gete Ferrles, Lid.

Lpplicent smticipates that the increase in fares songht
will yileld sufficient additionsl revenue to meke up the operating
loss it is sustaining, desed upon operations during the year 1933,
contending only for & revenue sullficlent to pay actual cost ot
operation and foregoing eny claim for interest return on the ine-
rvestmert at thiszs time.

During the progress of heerings, a supplemertal appli-

tion was filed on December 1, 1934, seceking a grexter increase

1n commmtation feres, epproximeting 86 per cent. At a subsequent

hearing, counsel for applicent stipulated thzt protestents might

elect to stand on Schedule "A" of the original application or




Schedule "B™ of the supplemental application.(l)

Oﬁ becember 2L, 1934, & further supplementel aspplication
was flled seeking suthoriiy to put into effeet immediately the
increase in feres applied for in the originel epplication, on an
interim desis, to continue in effect urtil & finszl determination
wes made of the entire meatter. This supplemental applicetion
was denied by the Commission im 1ts Decislon Ne. 27671, dated
Januery 7, 193S.

The Northwestern Pseific Reilroad Compeny,is an inter-

state carrler, operaving DEWNCEL San Frencises and Fureke. In

eé@ition to the mmin line operation, zpplioant conducts interw

urben service between Sen Francisco and points in Marin County,
&3 shown on Exhidit No. 17. The instent spplication deals with
fares on the lnterurban systex only, between San Francisco and
the texmini of the interurban operstioms in Marin County, Viz.,
¥11l Valley, Manor, Tiduron and San Rafael. The boat and track
fecilities cro used Jolntly dy tie main Iine and interurban operw
ations.
Applicant, in its Exhidit Ne. 1, shows statements of

revenues and expenses for the yeers 1929 to 1933. 4 sixiler

Exhibit "4," attached to the origirnal epplication, specified
increases in fares necessery to enable eppliccnt to derive suffi-
cient revenue to equal expenses, nredicated on the actual expenses
incurred in the calendar year 1933. Exhidit "B,"™ attached to the
supplemental aspplication, specified Increases. in feres necessary
t0 cover estimated increased costs for the calendar year 1535 and
subsequent years. Additionel items of expense spproximate $58,000
per year:- approximetely 315,000 per year incurred decause of the
necessity ot payizg wages o2’ two 21l steamer crews on an S-hour
besis, effective February 10, 19343 instead of a crew and & hall
on & l2=-hour basiss anp“oximate $52,000 caused by restoration of
the 10 pex> ¢ent wage “educ*ion errect ive 25 per cent ox July 1,
1934, 25 per cernt on Jamwery i, 1935, and SC per cent oz April 1,
1935; the sum of these offset in bart by an estimeted $9,000 saving
by substitution of dbusses for ransport.ng Tiburon-Belvedere traflfic
¢ifective February 1, 1934.




statenent for the first zix months of 1934 wms showz Iin Exhidbit

No. 2. These two exhinhits ere summarized az follows:

: : : : 6 Mos.
t 1929 : 1930 1931 : 1032 oz 1933 : 194

Oparating Rxpenses 1y276,842 1,206,861 1,102,890 $58,646 866,049 433,875
Beilway Tax Accruals 64,305 63,150 49,432 35,182 32,260 15,235
Hire of Equipment 2150* 19,525 40,8%% 43,911 42,823 17,022
Reatals 33,913 0,851 30,994 5,343 3,162 555

Total Exponses 195743701 $Llp4l0,306 ,224,22.0 2074,082 $972,503 2685

Net Operating
Results $364,204%  $448,964% §320,785% &260,383™222,526™3107, 705*

E——— —— i e e i—
— — — — ———

* = Red Fizures or Loss

Cpcrating expenses charged to many of the accounts meking
up these statements were fncurred by reasorn of the joixt use of
certain Zzc¢illtles by interushan and mein line service. Tor this
reason 1t was necessary to allocete the charges in these accounts
by mezns of varioue prormtions.

In 1ts ExhIdit No. 10, applicant showed the estimeled amount
of reverue that would de derived Irom the sale of commutation Moks,
round=-trip and sizngle-trip tickets through the application of fares
as showz 12 Exhidit "4&,” apnlied o the 1933 traffic. No alloweace
was made for any diminution in trafflic due o the Increcsse in fares,
aprlicentts contention bYelrng that little or z¢ decrease in traffic
would occux &g a result of an increase in fere.

Comparable statemonts of operating results of cpplicant's
interurbon system for the yeor 1933 were introduced ac exhidits by
protestants and by the Transportetlion Tivision of the Commissiorn,

these exhirits being Nos. 28 and 1€, respecilvely. 4L comparisox,




2 summary form, follows:
QFERATING RESULTS FOR YELR ENDING DEC. 31, 1933

Applicant :Protestazts'; Commissiorn
2x. No. 1 : Fx. No. 28 : Ex. No. 18

py——

Cpercting Revenues 749,777 $755,705 £748,964

Operating Expenses 866,049 620,327 825,094
Reilwey Tex Accrusls 32,269 32,269 32,269
Hire of Zguipment 42,823 40,163

31,162 22,219

Rentals ?
Totzl Expense $§73,303 $7I&,§7§ 929,685

Net Operzting Result $222,526* $ 38,707

* = Red Figures or Loss

The widely divergent resulte, ranging from & net loss of
$222,526 to a net revezue of $38,707, are duwe, primerily, to the
use of difZferent methods of allocating operating expense between
interurdbax and steam service. Certain expenses could de directly
located end charged 100 per cent egeinst interurbarn service.
Following is & brie? discussion of the various methods employed
in the allocation of the mejor Joint items of expense between mein
line and interurbar operztions.

A sumeation of cherges to accounts dealing with the expense
of operating boats end other expenses ircident thereto smounts to
$438,184. In ellocating this water transfer expense, applicant used
& "passenger use basis™ which is based solely oz the respective
number of passengers carried by the dboats. During 1933 there were
4,030,727 interurben and 200,6L6 main line passengers carried, or
95.3 per cent interurben and 4.7 per cent maln lirne, which percenteges

were used by applicant in allocating water {transfer expense. ¢a the

other hend, the Commission engireers nede & study of cllocaxtion of




boat expense On & *woight usze basis,” by considering all pascengers,
mail, express, L.C;L. freight aad baggage transported on the doats.
The weights of these verious items, both for wmelx line snd inter-
wrban operations, were reduced to equivalent numdber of DpEsS3eRLErs
on the baszis of 150 pounds per passenger. The summestion of these
ecuivalent passengers to those actually carried gave 4,2.05,'796
interurban andé 453,685 main line, a ratic of 90.05 per cent inter-
urbdban and 2.95 per cent maiz line. Bxzsed on this xatio, the Com=
mission engineers, in Exhivit No. 1S, used 90 per cexnt interurdan

end 10 per cent mein line in allocating walter transfer éxpen.se.

Alsc, a study was mede by the Commission engineers to deterxine the
¢cost of handling 21l of applicant’s main line boat dusizess via
Southern Pacific Celden Gete Ferries opermtion. I 1t is ascumed
that the mexdimmre cherge to0 main line operation for boat expense is
the equivelent expense of routing its dusiress, includirg inter-
urban, mell and express via the Southern Paclific Golden Gete Ferries,
thé peeult would be epproximetely 15 per comt of the present boot
expense. TIrotestants allocated the dboat expense 66~2/3 per cent to
the interurdban and 33=1/% per cent to the main line, predioatad on
the theory that if there were no interurben, one doat would be neces-
sery to handle the meirz lire dusinesc.

Superintendence, Accounts 201, 30L cnd 371, showed consider—
able difference in results. The charges shown irn Applicantts Ex-
kidit No. 1 and Commission's Exkibit No. 18 &iffer oﬁly slightly,

but protestants’ Exhidit No. 28 diffexrs widely, ss follows:

- - - -

Accta: s s : :
NOe @ Dezcrivtion =fpplican%: :Protestants: Coxxiss=ion:

201 Supt. Maintencnce of Way ,
and Structures 3 6,44Te4L $L,692.45 $ 6,420425

" Xzintenence of Zguip. 5,019.35 S27.00  4,862.22
T Transportction 15,258.70 1,253.90¢  14,856.97




Systen charges 1o these three accounts, 201, 301 =xd 373,
were $57,371, $17,618 and $41,734, respectively, ond these charges
were shown by company records Yo be made up of $23,%22, $7,079 and
316,656 charged to freight overstion, and £33,849, 210,540 and
$25,078 cherged to pazzenger operstion, respectively.

Superintendence account charges represent & portion of the
total charges to the accounis in the group which the particuler
cuperintendence sccount goveras. IFor exsmple, fccount 2CL, 3uper-
izntendence Maintenance ¢f Wy and Itructures, ic charged with all
cxpenditures »roverly assigreblie to the superianterdence of all ex-
pense Incurmed in the mainteining of moadway and siructures. The
company alloceated the charges t0 these three accounts betweex
interuxben and main lire In the ratio that the chargesz to the
accounts in the three greoups, Maintencnee of Way and Siructures,
Meintenance of Zguipment, and Traasporitation, previously allocated
to the Iaterurban, bore to the corresponding cyctem charges. This
method was also used by the Commisesion engizeers, the minor dis-

repancies being due %o & difference in the base figure caused by

previous differences in allocation. 2rotestantes used the theory

that Superintencdence was 2 funetion of miles of line operzted, re-
RIL T

gerdless of traiz operation, and should be so prorzted. TUnder this
theory, protectants ellocated S per cernt of tpp_systam charges
{passenger portion}; to the interurbam, besed on ¢ mein line mile-
age Of 380444 2iles, exd an interurben mileege of 20.63 mlles.

Treffic, LAccounts 351 to 359 inclusive, showed a consider-
able diversity in the three exhibits. Applicant's Exhidit No. 1
chowed charges to these sccountc of $26,72L, Protestants® Exhidit
No. 28 showed charges of £1,904 and Commission Engineers® Exkibit
No. 18 showed charges of $15,123.




Applicant dealt witk these accounts &s & group, allocat-
ing to the Interurben the passenger proportion of the gystem charges
on the basis that the interurban passenger Tevenue, Lccounts 102 and
llg, bore to the systex passenger reveaue, Accounts 102 aﬁd 114.
Ixpezse incurred which is chargeadle to these zccounts is incurred
in the producing of revenne.

| Commiscioz engincers made an aralysis of each of the accounts,
definitely locating certalin charges, a2s in the case of iccouzt 353,
Asvertising, 1o the interurban; Lccount 352, Outside Agencies, was
prorated oz the basis of the znwmber of tickets cold, 10 per cext
interurbean and 9C per cent main line. The revenue bacis wes used
in the otker accounts. Protestants sgeirn used the § per cént inter-
urban and 92 per cent main line prorate based on mileege. The S per
ceat was apprlied to $3I8,0S9, the systex charges, pessengers.

General, Accountes 451 to 460 inclusive, contein all charges
for expense ilncurred of = generel character. Chargees to these
accounts, as xeported by the company, were $168,.30 for thé system,
divided $10¢,9396 to passengers and $67,134 to freight. Charge; to
these sccounts do rot readily lend themselves to a definite loca=-
tion es between interurban e&rxd mein line. A4&s in the case of Super-
intendence accounts, there is a definite relation between chargec
to General and charges to &ll other accouxts. The c;mpany Pro=-
rated the system char@es'to Genersl on the bagls th=t the totel
operating charges t6 the inteourban dore 4o the total operating
charges to the system, the reculting smount for the ten accounts
being $53,772. The Commission englneers used the seme method,
but with & mmeller base, the result being $51,23L. Protestaﬁts
egein invoked the mileege prorste used in Treffic and Superintendencg,

arriving at 2 total of $5,049.




Company xecords showed $32,219 charged to Lecount 317,
Passenger Train Cars - Hepairs, and $10,479 éharged to Account
320; Motor Equiprent of Cars - Repaxirs. These direct charges
covered repalrs %0 the nineteen steel«body cars and torty-four
wood-body cars assigrned to iaterurbean service. Protestantz re-
duced these cheorges to e per uzit charge dy &ividing each amount
by sixty-thiree. They then opplied this per unit charge to Lifty
cars, sssumed dy them to be the number of cars necessaxy t0 oper—
ate the service. By this method they obtained 325,570 for Account
317 =nd $8,317 for iccount 320. The seme generel method was ap-
plied to Accounts 318, Passenger Train Cars - Depreciatian;.aﬁd

S2L, Motor Equipment of Cars ~ Depreclation. These accounts

showed charges of 19,073 and §12,457, respectively. Protestants

‘allowed depreciation on 19 steel-body cars z2nd 31 wood-body cars,
obtaining charges of £17,583 and £10,968, respeétivaly.

Turning new to & comsideration of the methods employed by
the vericus parties in allocating joint operating expense deiween
m2in line and interurdban sexvice: WLth respect.to weter transter h
expense, it appeers that the meximum charge to main lﬁne operation
would de the cost 10 conduct the business via the Southern P&cific
Golden Gate Ferries and that =z reaaondblé allocation would de .
something less than this dased primarily on & usge besis.

The proration of Superintendence, Acéounts 201, 301 and
371, 2= applied by protestents o1 = basiz of miles oL line oper-
ated, is not reasonsble &nd 1s not supported by fhe recorde TFor
exzmple, protestants' witness, who presented the cstimates in |
operating expense, testified that in the item of Nainterence of

Bquirment a proration detween main line and {nterurban operation

on & track mile dasis was proper, regardless of the relaiive amount




2 Sraln opercticn. Obrlously, the Commission could mot accept
such & theoxy ac such expence is practically in provortion to The
trein cperstion with due regexd ¢ type of ecuipment operuted.

The allocations uwsed in the proration of Traffic expense
can be guestioned in esck Instence. The hasic used by aprlicant
aémittedly resulted in %00 higk & fisure. There cppeerz <o be no

Teletion belween expenses incurred for advertising, soliciting

and zecuring tralffic, and the miles of t-ack operuted. The pro-
Sy

xotion of thls expense on 2 milegge bacis by protestants, resulted
iz o lower figure thon the located charges, exclusive of Super-
intendence, as found by the Commissiorn cngineers. This irdiecates
the ircorrecctness of the theory. The Cozxission englneers sglloecsaved
$12,829 to Account 351, Superiatendence, whick eppears 4o be ex-
cessive. EHad the relation that the located interurban charges,
£2,293 to the system charges, $16,891, deen zpplied to the teotel
aseigned passencer charges to Account 351, $18,455, & charge of
$2,205 would have resulted, whick appears to be & reesonsble
allowance for this chearge.

Protestents® method of hardling acccounts dezling with re-
veirs and depreciation of cars and motor equipment of cars, sppeers
more or less arbitrary. It i3 poscidle that the 1933 treffic could
have been handled with less than the 63 cars assigred to the service,
but the fact remcins that these ceaxrs have all beer uscd in this
cervice in the pest few years and zre now eguipped and ready'tq
meet any traffic demaxnd that z.ight ariso. It therefore seems Pro-
rer o allow repalirs =nd depreciztion as chearged.

Al evidence and testimony shows thet under any f=ir zxd

equitable allocation of overzting experses, the annual costc of




operation exceed the revenue derived by a sum in excess of $130,000,
with unavoidable additional expence for the current yeer. Furiher-
zore, the present population of Marirn County does not appeer o
indicate that there will be sxny immediate inerease in commutetion

and casual-rider traeffic sufficient under presext fares to offer

¥Yith respect %o the questior of what effect, 17 any, an
increase in fares would have oz the volume ¢f txafflic, the company
contends that 4here would de practicelly no diminution in travel
evea with an increase in commuie fares of 66-2/3 per cezt. O2
the other hend, the Commissioz exgineers introduced estimates
showing that a lesser zmouri of increcse in fere would yleld ep-
plicent & greater retusn then would be the case 1L the proposed
incresse were spplied. =Zxhibit 23, an estimate of commutation
travel end reveaue, set up the estimated revenue to be derived
under these bases, viz., & 20 per ceat, & 40 per cent amd = 66-2/3
per cent increase in commutetion fares, taking inve consideration the

estimeted deflection of and decrease in traffic. This exhidit showed

estimated increeses ia reveane of $42,774, $42,575 avd $40,537 with

20 per cent, 40 per cent and 66-2/3 per cent fare increases, Te-
spectivelye.

Protestants contend tkat applicent's revenues have suffered
as & recult of coapetition offered dy subsidiery compories of
Southern Pmeific Company, of which epplicznt is one, end there~-
fore epplicant should not be granted en izereese in fares &s it
has suffered losses due to competition by associated compenies.

The Commissiorn must test spplicant's operating conditions
as found from this record and it could not properly reguire this

epplicant to operate at & loss even though some other subsidiary




compeny ol the Southern Puacilic Compery, operating to soxe extent
in competition with applicant, might be conducting its dbusiness at
a.prorit. With respect to the contention of protestants that
gpplicentits plax Y0 increase fares 2t all voints sexved In lexin
County excent Sausalito is &iseriminetory as betweea Sausalito
and other points, & consideration of the record in this proceed-

ing justifies the conclusion that protestants have fxiled To show

1% applieant®s plan would TeSlb in wne GlSCTInTnavons I

i3 apparent that I aprlicant Iinereased Ltz Tares between San

Trencisco and Scuzslito sbove thoso o® 1ts competitor, Southern
Pacific Golden Gate Ferries, Lid., which are now practically the
seme, there would be a material diversion of traffic from appli-
cant'3 line, whieh would doudtless more than offzet any increase
in revenue that would obtain by =2pplying en increased fare to the
remsining travel detween these points. It shonld de pointed éuﬁ,
bowever, that were an increase in Tfares between Sausalito and San
Francisco cuthorized, it would not have the effect of lowering
the increases between other points in Mexirn County served by ap-
plicant, due to the fact thet epplicant’s earnings would still
be less than whaat it is legelly entitled to receive.

The matter of figuring e spread of rates for this carrier
is 2 difficult problem =s limits ere very definitely fixed, beyond
which epplicant cannot go. This applies in the case of an increase

in one-wvay ard round-trin fares &s woll &g an Iincrease iz commute

feres. It is epparent thet any subsiantial Increase in




the onewwey cnd rouxd=irip fares would result in & meterial de-
flection of treffic to other means of transportatioz. |

There iz nothing in the record to show that any substantial
saving in operating expense could be effected without seriously
impairing the service, in fact the testimony shows that the service
kas beer cut t¢ o minimum and with further decrease in service, the
operating savings would be more thon offset dy the roesiltant effect
of decrexse in travel. .

In sumning up the evidenee in this proceeding, due cone-
sideration has been given %o tpe testimory of witnesses dealing
with the adverse offect =n increase In farez would have on the distriet
both with respect to business and residents. It is always en une—
dleasant task 10 suthorize Increases irn farec, but wken we find e
cese suckh as this where the utility ls 2ot making actuwal costs of
operation, there is but one course left open for the Commiszion and
that {s to grant cn incresse in fares, although there is no way of
cccurately detemining the results that will obvtain from such in-

»eacse. This carrier has c legel right 0 expect that it be given

an opportunity to try out 2 higher rate of fare and if It were not
~ox the fact that this record indlicates thet & lesser incresse than
thet sough? would produce better resvlts, the carrier would have
some clain to experiment with a rather high Increase in fares, limited,
however, to what the service 1s reasoungbly worth snd what the tralfic
could bear, as Lt iz not proper vo regquire a willity to provide
sexvice 10 +the Dublic at less thexn actuzl cost of operation. There.
is, hecxever, unguesvionably & level ebove which feres canmot be
increazed with eny rezsonzble expectatlion that the result will bde

& further inecrsese in revenue. Any increase above this level may

-2




wéll have far-reacking consequezces detrimental to all rarties
in Izntereste
The recorc chows thet applicent hes dut tvwo fare struc-

tures, the cosh cne-woy and round-=trip fare, and the monthly
commuatation, and thet no other form of farc hos been trieds It
that Lt would ve advantageous if spnlicunt offered some other form
of reducel fere in the rature of 2 pass or weekly commmtution.

Thlz kas beer showmz to have incressed travel and revenwe I1r coxtein
ceses whore tried by other carrlers and it iz sugsested that oppli-
ant give it serious considerztion on at least a trial haslis.

The following Torm of ordexr is recommended.

SR2ER

The cpplication of Noxthwestern Peciflic Reilroad Company
for an increasse in itc ferez belrg before this Commission, public
heerings heving beex held, the Commission belng cpprised of the
facts, and the mtter deing under submission end recdy for decisioxz,

It is Heredby Found eac 2 Fact that the exieting rates of

fare of Northawestorn Pacific Railroad Company on Its interurban

s
system operating dbeiween Ser Fraxncisce and points in Merin County

ere insdequate and do not producc revenwe sufficlent %o relmdurse
the compeny for the actual costs of operation and that seld rates
of fare should be increused.

IT IS EZREBY ORDEZRED that zpplicent be and it iz heredy

authorized to estadlish, ir accerdance with the Commissioa's ruwles,




within sixty (60) days from the date 02 this order upon not

less than on (10] deys! notice to the Commission end the publie,
ratez of Tare between points on 1ts interurdban system 1n conlformlty

with the provisions showzn 1in IZxkibit "A"™ attacked hearoto and made
e paxrt hereof.

The Commission resexves the right to meke such further
orders in this proceeding ac to it may seem right and proper and
to revoke this authority if, in its Judgment, vublic corveniexnce
&nd necessity demand such actiozn.

The foregoing opinior and order are heredy approved and
ordered flled as the opinion and order of the Ruilroed Commission

of the State of Califorxnia.

For all other purposes the effective date of this order

shall dbe twenty (20} days from the date kereof.
Dated ot Sen Francicco, Celliforals, thls (2 dhy of

AN
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June, 19335.

Cormi s=ioners

Commissicnsr Devlin, being disqualified, dfd not perticivete

in this decicione.




ZXEIBIT "A"

One-way and round trip fares may bde in-
¢creased as shown iz Exhibit "A" (Sheets 1 & 2)
ettached to the application filed or July 25, 1934.

Oze-wey, round trip and monthly commutation fares
between Sen Francisco axd Sausalito shall remsin
as at present.

Monthly commutation feres bYetween other points
may be establicshed on the following basis:

IDDIVIDUAL MONTELY CCLIUUTE FARSS

Between San Francisco and Almonte $5.60
Between San Irancisco and Mill Velley 640
Between San rrencisco and Alto 640
Betreen San Frencisco and Escelle 7.20
Betweez Sen Francisco anéd iznor 8.00
Between San Freancisco and San Rafael 8.00
Between Sausalito ard Xanor 4.80
Between Sausalito end San Rafael 4£.80
Eetween Tiburon and ianor 5.20
Eetvween Tidburon and Sazn Rafeael 620
Between Sausalito exd Tivuroz 4.00

Commutation fares detween points not specifically
named may be increaseld so &s 1o bring thenm into conformity with
the feres showz above, dut iz no case skall they be increased

by more than twerty (20) per cent, excepting where zecessary to

make the fare end in the neerest ten (10) centse.




