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WARE, COMMISSIONER:
OPINION

This applicetion was finally submitted to the Commission
for a decision on March 22, 1937. Thereupon, and after full con-
sideration of the evidence before 1%, every member of this Com-
misslon recognized that the pronosed service was doomed to fallure
and would prove disastrous to the communlties affected. Because of
the grave concern of the Commission regarding the Inauguration and
maintenance of adequate transportation facilitles over the Golden
Gate Brldge for the benefit of the cltizens of the Bey region, thls
oplnion will discuss In detell the history of the instant applice-
tion and the reasons for a refusal to grant a certificate. An error
in judgment commltted at thilis time would nrove to be & criticel
mistake. The record Impels the concluslion that the proposed service
would prove unprofitabdle and unsuccessful, and that the allowance of

ts trlial at this time would be Inimical to the public interest.
Therefcre, %0 grant this unwarranted certificate at thls momentous
period in the development of the Bay area, Marin County and the entire
Redwood Empire, looms before us as a blunder of mejor proportions.

The above entitled application was filed with the Com-
mission July 8, 1935. In nonconformity with our Rules of Procedure,
said epplication falled to show such essentlals as:

1. estimate of capital structure;
2. estimate of operating re;ults;
Tare structure;
time schedules;

proposed routves and terminus
In San Francisco.

On August 7, 1935, applicant filed an appendix supplemental
to applicant's original applicatlon setting forth proposed fares,
schecdules and routes, dbut this appendix did not include any estimates

of capltal requirements or of operatling results.




Notwithstanding these vulnerable, if not fatal, omissions,
hearinzs begen on February 10 and continued on March 31, April 1,
June 2, August 18, September 2%, October 29, November 17, 18, 19, 20,
December 1, 3, 1%, 29, 1936, January 1%, 27, 29 and 30, 1937. It was
not until November 18, 1936, that an exhidit was offered setting forth
the estimates of capltal requirements and operating results, and not
untlil November 19, 1936, more than sixteen montihs after the original
application was filed, that applicant flled 1ts belated supplemental
application herein, setting forth its proposed method of financing.
Therelin the Commlssion saw for the first time applicant's showing
with respect to the essential elements above, and theretofore omitted
by epplicant from both allegation and proof.

Testimony was taken on sixteen of the above dates.(l) The
last trial daté was January 30, 1937, and the flinal brief was f£lled
Mawrch 22, 1937. The record consists of 1394 pages of transeript,

together with 41 exhlbits.
Iszsues

The 1ssues ralsed by the applicant are twofold: f£irst,
whether or not applicant should be granted & certificate of public
convenlence and necessity to operate an Interuirban bus line between
the City and County of Sen Francisco on the one hand, and in & general
way that portipn of Marin County now served by the Northwestern
Pacific Rallroad Company's interurban lines on the other hand; and,
secqndly, if such a certificate Is granted, should applicant be auth-
orized to lssue and sell $1,500,000 of stock.

Present and Pronosed Service

The territory »roposed to be served by apnlicant 1s for the
most part, now served by Northwestern Pacific Rallroad by a combina-
vion of ferry and electric traln service. Applicant alleges that 1t

can provide a superlor transportation service to that now offered by

(1) Testimony was taken at San Franclsco before Commlszioner Ware,
Febreary 10, Mereh 31, April 1, June 2, and November 17,18,19, and
20, 1936; and before Examiner Hunter, December 1, 3, 14 and 29, 1936,
and January 14, 27, 29 and 30, 1937.
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the Railrodd Compaeny, at the same rates in effect on “he rall line
et the time the application was submitted.(2> To accomplish this,
arplicant proposes to Operate oOver four major routes, all of which
follow the same line beitween the north apnroach to the Golden Gate
Bridge in Marin County and the San Francisco loop terminal via
ttery, Bush and Montgomery Streets. In a general way these four
routes are between San Franclsco on the one hand and the following

communitles In Marin County on the other hand-:
ROUTE A - Larkspur, San Anselmo, Fairfex and San Rafael.

ROUTE 2 - Sausalito, M1l Valley, Belvedere and Tiburon.

ROUTE C - Lensdale, San Anselmo, Falrfax and Manor.

ROUTE D - San Rafael (Express).

Applicant proposes to purchase S5 busses, each having 40
passenger capaclty, and each costing $10,650.

The proposed bus operation, 1f the schedules are maintained,

provides for & more frequent service than is now offered by the

Northwestern Pacific Railroad, as shown in the following tabulation:

Headway between tralns and between
motor coaches - Iin minutes

Train & = Notor Coach
ferry :Maximum : Minimum
:Schedule : Schedule

Locality

vondayvy to Seturday. inc:
Peak Mours:
susalito
Mill Valley
Belvedere
San Afnselmo
San Rafael

Qff Peak:
Sausalito
M1l Valley
Belvedere
San Anselmo
San Rafael

{2) Effective May 27, 1937, one-way and round trilp fares on the
Northwestern Pacific Railroad were materlally reduced.
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(continved)

Headway between trains and between
motor coaches - in minutes

Locality Motor Coach

Maximum - Minimum
Schedule Schedule

sundavs
Peak Hours:
Sausallito 30
MLl Valley 30 7
Belvedere 30 60
San Anselmo 30 T
San Rafael 30 30

T

Off Peek:
Sausalito 60 30
M1l Valley | 60 30
Belvedere 60 60
San Anselmo 60 20
San Rafael 60 30

FPinancial Structure of Aonplicant

Bridge Bus Lines Corporation was orgenized with an author-
Lzed capltal stock of $1,000,00C divided into 100,000 shares of the nar
velue of $10 each, all common. It intends to Inerease 1ts author-
Zzed stock to $2,000,000 divided into 200,000 shares of the par value
of $10 each, all common.

Heretofore the company has l1ssued and sold at par for cash
$10,000 of stock under permission granted by the Commissionef of
Corporations prior 0 the time the present appnlication was f£lled
with this Commisslon. The »roceeds from this Initial lssue were used
for preliminary organization expenses.

The company now proposes to issue and sell 351,500,000 of
stock at par for cash and to use $225,000, 15 per cent of the par
value of stock s0ld, tO pay brokerage or commission charges and to
use the remaining 35 per cent to pay 390,000 organization costs, to
finance the cost of equipment, and to provide working canital.

Speciflically, I1ts requlrements appear as follows:




Brokerage and commissions $225, 000
Organlzation and preliminary expenses 50,000
Motor coaches - 95 at $10,650 1,011,750
Fare boxes - 95 at $260 24,700
Service cars 5,000
Machinery, tools, etec. 20,000
Bulldings, structures 3C,000
Furniture and fixtures 5,000
Materials and supplies 20,000
Working cash 75,000

Total $1,506,450
Total par value of stock proposed x,510,000
Balance for which no showing Is made 5,550

Preference of the Pudblice

Two studies were conducted for the purpose of obtaining

an expression from the publlic as to0 1ts cholce of the proposed
bus service and that of the Northwestern Pacific Rallroad. One
was conducted by the spplicant and the other by Golden Gate Bridge
and Zighwey District's Englneer, Lester S. Ready.

In making applicant's study, questionnaires were mailed
to 2ll partles whose names appeared on the 1934 Great Regisﬁer
of Voters iIn Marin County, excepting those who resided in dilstricts
entirely outside the limits of the area to be served by the proQ
posed operstions. The question asked by applicant was, "Which travel
method would you prefer after bridge 1s complete If rates are adout
the same - - - train and ferries vs bus line over the bridge?"

The study of Mr. Ready was made by rassing out question-
nalres to each northbound passenger crossing the Bay from San
Francisco to Marin County on the line of the Northwestern Pacific
Rallroad Company during the entire operation of Wednesday, June 17T,
1936. The rassengers were requested to supply the answers 4o two

questions and dellver the qQuestionnaires to collectors stationed
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in Marin Counvy. The questions contalned In this questionnaire

were:

-

L. With the future service by either train and ferry

or dbus service, bdut not dboth, which do you favor

Lf the fare and travel-time will be the seme by

elther route?

Under the same condlitions which would you favor

essuming it were possible t0 save ten minutes by

Dus service? |

The return fo applicant's questfonnaire was 31.6%
from commuters and 68.3% from occasional riders. The return
from Mr. Ready's questionnaire‘ﬁég approximately 70% from com-
zuters, 25% from occasignalAﬁiders and 5% from others.

An analysis of the: return £o the guestlionnalres 1s

!

&

shown In the following tabulatlon:
FnOM APPLICANT'S EXHIBTT NO 8. PAGE 45

eference for
Cla°s Train : L_Bpﬁ’Over :
and . , = Golden Gate :

s 48 W
TR IR

Rider S Ferry o Brideé ; )e Total

Occasional 26.5§¢ . 71;2% 100%
Commute . 32.5 65.1 100
Total" . C30.6° 66.7 100

FROM EKHIDI” NO. 7 (L. S. READY'S REPORT)

PreTarenoe For —
Yrain and rerry :  Bus over . G. Bridge
Oues»i&n : Quecstion @ Question Question
1 : 2 : 1 2

Clacss
of .
Ridex

Occasional 5145 415 L9% 59%
Commute 60 Ly 40 56
ther 8> 80 T 10

Total 59 &5 . 55

[T T I T}
TR
o ss s




This, in brief, outlines the offer of applicant and a
somewhat restricted expression of preference for the existing
and proposed transportation facilities obtained from a cross-
section of the general public (return to applicant's question-
ﬁaire); and of the commuting public (return to L. S. Ready's

questionnalire).

' The Commission is mindful that the welfare of Marin

County requires, from and to San Franclsco, a rapld, efriclent and
economical mode of transportation. Improved and expedited trans-
portation will aid in the groﬁth and devolopment of this section
of the state. The completion of the Golden Gate‘Bridge has
linked physically together for the first time San Franciseco and
Marin County and naturally a considerable portion of the pudblic
desires to utlilize the dridge to the best advantage. The people'
of Merin County should be accorded the advantages of any avenue of
transportation which can be utilized economically to attaln this
end.

However, realizing the great importance of transporta-
tion to Marin COunty; the Commission must carefully weigh many
Tactors and closely serutinize the facts before it to determine
if the public Interest would be best served by the granting or
denying of this application. 4n error committed now will result
in visiting great hardship and loss upon both the traveling and
investing public.

The major prodlems here presented are'(l) the abllity
of epplicant to profitadly operate, (2) the adllity of appliocant
to meintaln 1ts proposed schedules, (3) applicent's fimenciel
responsibility, (4) protection of the investing public; and (5)
the wWltimate effect upon the traveling public of Marin County
if this application were granted.
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Applicant's Ability to Profitably Operate

Tho record contains various estimates of the cost of per=
forming the proposed sexvice. These were presented variously by ap-
plicant, the Golden Gate Bridge and Highway District, and protesiant
Northwestorn Pacific Railroad Company. The followlng tabulation shows
these estimates,

COMPARISON OF ESTINVATES CF RESULTS OF OPERATION

: ! Ex. 17. i Ex. 7. ¢ Ex. 34. ¢ ZIEx. 4l.
: H : Ready :  Sines * Hopkins
: : Hopkins : for G.G.,B. ¢ for : for
H Itom : for Appl. : & Ty Dist. : NJW P.R.Re = Awpl,
L) (2] (3] (¢) (5]
ESTIMATED OPERATING REVENUE: $800,000 $800,000 $800,000  $1,000,000
ESTIVATED CPERATING IXFENSES:
Bus Cperators 5157,292 177,300 $165,1237
Fuel for power 80,625(a) 124,740(b) 101,513(¢c)
Gexrage Labor 32,250 34,650 33,898
Tolls 40 OOO(d) - 40,000 3
All other trans. expense 40, 362 33,439 40,759 37'7,000
TOTAL E3T. CPER. EXP. $350,529 $370,129 $38L, 227 $ 427,000
NAINTENANCE:
Tires & 29,025 $ 22,185 $ 0,454
Depreciation (o) 84,165 133,219 206,702
All other maintenance 66,000 71,000 69,175 -
TOTAL MAINTENANCE 179,190 $235,4C4 $306,331 $ 217,500
TRAFFIC 3 6,200 $ 5,000 3 6,200 $
GENZRAL & MISCELLANEQUS:
Selaries and Expenses of
General Officors $ 25,000 $ 15,000 3 - & 23,000
Taxes 44,200 20,100 . - -
All other Gen. & Misc, 93,800 77,700 - 165,000
POTAL GEN. & MISC. 5165, 000 BLLE , 500 2163, 000 S 190,000
TOTAL CFER. EXPENSE $698,919 $723,333 $856,768 $ 850,700
INTEREST - 120,000 - -
GRAND TOTAL $698,919(a)  $843,333(d) $856,768(¢c) $850,700(a)
$810,993(a) .
NIT REV. (BEFCRE INTEREST) $101,081 3 56,768%  § 149,300
(AFTER INTEREST) $ 43,333%(b)
¢ 10,99%%(a)

* Denctes Red Figures

(a) Gas at 10.0¢ per gal.

(b) Gas at 13.5¢ per gel.

(¢} Cas at 12.0¢ per gol.

(d) With 2 maximum of 160,000 bus trips or year = $40,000

(bus and pnssengors) }))
{e) Basis used in determining Depreciation on buses:
: Exs. Nos. 17 ond 41 - lO=year life = 5% sinking fund

Ix. No. 7 - l0-year life -~ 4% sinking fumd
Ex. No. 34 - 7P=year - straight line.
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That there 1s conflict in the estimates of the costs
of operation may be seen from the above. Applicant has made
two estimates, one based upon an estimated revenue of $800,000
per year and the otner vased upon an estimated revenue of
$1,000,000 per year. Under the first estimate, applicant ob-

tains @ net revenue, before interest of $101,081 and under the

second estimate a net revenue, before interest of $149,300.

Mr. Ready, on a contemplated revenue of $800,000 per year
estimates that apolicznt will operate at a deficlt, after interest,
8f §10,995 If apolicent 1s zble to purchase gasoling as 10g
per gallon, and $4%,33%% 1f the prilec of gozoline 1s 134¢ per
gallon. In Mr. Reoady's c¢cstimate, no charze has been made for
tolls, which would amowunt to $40,000 per year, thus making esti-
mated deficits of &50,99§\and $85,333, respectively.

It is obviousz that applicant has used the most
favorable costs in arriving at its estimates. TFor instance,
1t has computed the cost of gasoline at 10¢ ver gallon, but
with rising costs and pricec, we do not believe that fuel will
be oovtained at this price. Likewise, considering the present
trend, it 1s not unlikely thot applicant will be confronted
with Increased labor costs. Depreciation has been computed on
2 10 year, 5% sinking fund basis, and we believe thet such basis
is too Low, particularly if consideration is given to obsolescence.
doreover, all of the above estimates were made by assuming that ap-
»licant would obtain all of the traffic now moving via the
Northwestern Pacifi¢ Railrozd. This assumption is erroncous, as
the record shows that the rail company has no immedizte plan

to discontinue its interurban service, even though the provosed




service is Lnaugurated by applicant.(3) But even assuming theat
eventuelly the Northwestern Pacliflic ﬁailroad would be forced to
abandon 1ts Interurdban service, no conslderatlon has been given
to the competitlion of the Pacific Greyhound Lines which for many
yoars exerclsed and now proposes to exercise operative rights
{the legelity of which righ%ts are now challenged by applicant) to
perform local service between San Franclsco and & mejor portion of
that area proposed %o be served by applicant and which 1s now served
by the Northwestern Pacific Railroad.

Moreover, effective May 27, 1937, the Northwestern Paéific
Railroad substontlally reduced many of I1ts one-way and round-trip
fares on 1ts suburban lines. These rates were met by the Pacific
Greyhound Lines. As applicant proposes t0 operate in competition
with the Northwestern Pacific Rallroad, granting the assumption
that trafflic will be stimulated, a reduction In applicant's operst-
ing revenue will likely result if 1t meets the Northwestern Pacific
Rallroad fares. A comparison of the fares proposed by applicant and
those now in effect via the Northwestern Pacliflic Rallroad between
San Franclsco and some of the more lmportant Marin County points i1s

shown below:

T OLE WAY FARES ROUND _1TRIP FARES

Between :Proposed : Present :Proposed : Present
San Franclsco : by : I <)

and sApplicant:N.W.Pac. :Avpnlicant : N.W. Pac.
Waldo 30 20 4o ‘ " 30
Alto 36 25 -- 40
Corte Madera 42 35 65 50
Larkspur 48 35 65 50
Kentfield %3 35 65 50
San Anselmo : 48 35 65 50
San Rafael 48 35 65 50
Mi1l Valley 36 25 53 40
Lanzdale 48 35 - 50
Falrfax 43 35 65 50

(3) The return to the questionnaire(see page T-)shows that a con-
siderable portion of the traveling pudblic (30.9% to 59%) would
st11l use the service of the Northwestern Pacific Rallroad.
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On this record 1t must be concluded that not only has
applicant falled to sustain the burden of proof by a convineing
showing thet it could operate at a profi;, but, considering other
factors hereinafter discussed, the conclusion is inescapable that

the service cannot he performed at o profit.

loplicant's ADLlity to Maintain

Pronosed Schedules

Compﬁted on the basis of 58% commuter patronage, appii-

cant estimates that the average saving of time to the Marin County

commuter with the proposed service would bde 15.8 minutes, and

t0 the occasionel rider 11.30 minutes, or a weighted average

saving in time Lor both commuter and occaslional riders of
13.93 minutoes. It is olso estimated by applicent that 25%
of all riders would be able to eliminate a street car ride
in San Francisco.
A compeareble study of the probable saving in time
wes also made dy Mr. Ready (Exhivit No, 7 ). His results are

shown in the following tabulation:




Comparative Travel=Time Between "0flfice®™
and VHomevw

(In Minutes)

COMMUTE = ALL Zones in Via Time
San Franclilsco to NW.P.R.R. Saved

Saus&lito 4:8.5 9055
Belvedere . 6945 7.45
Mill Valley 63.9 13.09
San Anselmo 68.5 3.07
lanor 76.5 2.98
San Rafael - via San Anselmo 81.5 © 24.52

n " " detour 88.5 ll.52
All zones in Marin County 64.21 7.83 -

Commute and Occasional:

Entire Day - AlL San Francisco
Zones. o all Marin
County Zones 66.14 59.56 6.58

The first route proposed was via Van Ness Avenue,
but this was not accentable to the City and County of San
Francisco. Followl ng the rejection of this plan applicant then
attempted o0 enter via Columbus Avenue, which was likewise
disapproved by the City and County. Applicant then proposed to
operate via the Embarcadero, which I1s under the jurisdiction of
the State of California, but was unable to recelve the consent
of the State officlals. Flnally, applicant was forced to accept
the irregular route via Battery, Bush and Montgomery Streets,
throvgh an extremely congested area. Applicant proposes %o
operate busses during the peak period on a headway of approximate-
1y 45 seconds, wlithout the use of terminals, relying entirely
vpon curbdb loading in an arca which Is not conducive to expedited
loading and unloading of passengers or to an expedited movement

of the vehlclesa




The lack of terminals and the congested area through
which applicant provoses to operate cast grave doubt on the ability
to maintain the proposed schedules. Unless these schedules are
maintained the public will not be benefited materially, 1f at all,
in a saving of ¥time.

Apvlicant's Financlal Resvonsibility

As heretofore stated, appllicant now proposes to Issue and
sell $1,500,000 of stock at par for cash and to use ($225,000) 15
per cent of the par value of stock sold to pay orokerage or com-
mission charges and to use the remaining 85 per cent to pay
organization c¢osts, to finance the cost of equipment, and to
provide working capital. The record Indicates that arrangements
have been made by applicant whereby Mr. Lyman Grimes, of the firm
of Grimes and Swift, willl undextake 10 sell the stock coverad
by this appllicstion.

Mr. Grimes testifled that he and his associates would
not underwrlte the 1ssue but would act as agents for the company,
that they are not committed to acquire any stock, and that in the
event they were unshle to market the entire amount they would be-
at libverty to close the campalign and t0 wlithdraw from the trans-
sction.

Harry Z. Speas, Vice President of applicant, testifled that
the compaeny may declde t0 place 1ts order for its busses in advance
of the receipt of the total proceeds from the sale of the stock, in
which case a line of credit would be established with the vendors of
sald equipment wiereby the company could make a down payment of ten
per cent of the cost and carry the balance over a period of three years
with Interest at the rate of six per cent per annum. The record in

this connection shows that nothing is included for interest in the
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company's estimate of capital costs or of expense of operation.

Mbreover, no request has bveen made for authority to execute such
evidences of indebtedness.

Undexr the plan just outlined the title to the equirment
would remain in the manufacturer or seller. The applicant would
have nothing but the sales contract and would be without title to
the bussss until all conditions contained in saild sales ocontract
were fully performed. The record shows that under existing con-
ditions applicant would not be able to meet its obligation under
sald sales agreement. In such a disastrous event,we see the
likelihood of repossession of sald equipment by the seller. There-
upon the stockholders would bave nothing to represent their in-
vegtment but the empty shell of the corporation plus the certifi-
ocate authorizing the operation with no equipment with which to
operate. We are forced to the conclusion from our analysis of
the estimated earnings that the creation of such & capital ;n—
debtedness would seriously Jjeopardize eny investment in the
stock of applicant company. .

Applicant's estimate of it3 capital requirements
includes an allowanéu for orgenization and preliminary expenses
of $90,000, which smount is segregated by Mr. Hopkins, applicant's
engineer, as follows: |

- Administration (service to Mr. Speas for
two and onme-half years as orgamizer) ......$25,000
Logal EXPONsesS ....cvcecsececsrcnsan vesseases 36,000

Englneer EXponses ......ccceeciacacasse eeo 4,000
QIfiss S%;glies and Secretarial Eelp ........ slooo

Proliminm EXDBDSBB --ca..-cotc\ttlillﬂ""m,

Total-~~ 290,000

The $25,000 item, it appears, is a straight salary

sllowance for Mr. Speas, such expenses &s he may bave incurred
being in addition thereto and being included in the other




preliminary expenses. There is nothing in the record showing

the actual expenses Incurred for organization and Preliminary

costs or other promotion expenses; and there 1s 1lttle, if any,

showing s to the reasonableness of the sllowances included 1n
the foregolng tabulation.

If the company were successful in selling the $1,510,000
of stock at par, 1%t would use 78.90% of the proceeds, or $1,191,450
to acquire busses and equilpment, service cars, machlinery, tools,
bulldings, furniture and fixtures, materials and supplies and
working capltal and would use 21.10%0f the procceds or $318,550
Lo pay stock selling, legal fees, organization and preliminary
expenses or for purposes not specified. Such an overhead exnense
1s unwarranted and beyond reason.

We cannot on the basils of the record regard tals under-
taking other than a promotional enterprise in which the organizers
do not come forward with any money in hand to finance the enter-
prise. They have submltted no evlidence of elther their ability
or inclination to supply a substantial portion of the funds
needed by applicant. As the matter has been pfesented to this
Commlssion the proponents Intend %o secure by sale of stock %o
outsiders practically all the money necessary to establish the
service. MNr. Speas testifled that "our hope and purpose 1s to
spread the stock koldlngs as widely as possible.” They propose
to use $90,000 of stoek broceeds t0 compensate themselves and
pay legal fees and preliminary expenses, and use $225,000 of
stock proceeds to pay commissions £o0 sell the stock. The project
i3 not financed.

This Commission in numerous instances has denled ap-

plications for permission to Issue securities when 1t felt that
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an enterorise would prove unprofitable and when from its incevtion
it would be burdened with an unusually large exvenditure for organ~
ization purposes. This is known to applicant's counsel, one of
whon, in cross-examining a witness, asked the following question:

"Tou know, of course, that the Raillroad Comxission
would not grant a permit to any apvlicant unless
the Rallroad Commission through its finanecial
department, was satisfied that the epplicant could
be properly financed axnd that the applicant could
make money ifm furnishing the public service, don't
you?" (Transeript p. 672).

We have already found herein that the service proposed

by applicant will prove unprofitable. It therefere follows that
a»plicant’'s progpsed stock issue cannot be classified as an in-
vestment stock. Moreover, a wide distridbution thereof is proposed. -
IZ this were a case where an individuel sought to invest his own
zoney in a competitive entervrise we might view the situation
dirrerently, As 1t is, we do not know who the stoekholders will
be, whether they will be in a position to meet their fimancial
obligations, or the full extent of their imevitable suffering
by reasorn of their investment iz an enterprise which seems fore-
doomed to failure.

The provosed plan is unsound. The best time to

recognize its ianfirmities Is the vresent. The conclusion is

nescapable that avplicant has utterly failed to show that it

is firancially able to inaugurate and maintain the proposed
gervice. It is ungquestionadly in the interests of the communi-
ties affected to have the application denied now,‘for the way

is theredy left wide open for the inecuguration of a service,
adequately financed, devendable, arnd endurihg, and which the

futuwre may demonstreate as belng in the public interest.




Protectlion of the Investing Public

For the Commission to permit the issuance and widespreed

distribution of this stock with its approvél, would bde a bhetrayal

of its trust to the public. The Commission, if this application

were granted, wouléd, in effect, place its stamp of approval upon
the stock as a reasonably prudent investment. This is not a case

where the doctrine of caveat emptor .can be invoked, Lfor, under the

law, the Commission is charged with the duty of scrutinizing and pass-
ing uwpon stock issues of public utilities. The small investors in-
vost heavily in public utilities' securitics with the assurance that
toeir soundness has been passed upon and approved by the Commission.
We A0 not mean by this theat the Commission can be charged with
guaranteoing to elther the utility or the Investor success and divi-
dends. A4ll privately operated utilities embark upon & course beset
with unforeseexn hazards and possible failures. These are the dengers
end chances which continually confront the investing public. But we
do emphatically mean that the Commission is charged, among 1ts pri-
mary duties and functions, to protect the investing public from any
promotion upon whose very face appears the likelihood of failure and
aisester. The instant proposal appears ©o us as being one of this

kird.
The Effect Uvon the Traveling Public of Marin County

As heretofore stated, interurban transportetion from axd
to Marin County is now provided by the Northwestern Pacific Railroad
and Pacific Greyhound Lines. Both of these lines, in 80 far as thils
record is concerned, propose to continue operation. For the time be-
ing at least, Merin County with three carriers would have & super-
abupndance of transportation, and two of these carriers, Bridge Bus
Lines Corporation and Northwosterz Pacific Rellroad, would be operating

et & loss. Were this Commission %o grant the certificate as prayed

18.




‘» for, the entire field of transportation of passengers by common
carriers vetween Marin County polnts and San Francisco would be-
come immediately demoralized; and we fear that the public would
experience, at an early date, the deplorable condition where thoy
would enjoy no major service whatsoever, where the Northwestern
Pacific Railroad would have retired from the field, and where &
multitude of small investors, wholly unable to afford such losses,
would find themselves stripped of their investment in the Bridge
Bus Lines Corporation by reason of its failure to survive.

A breskdown of the mejor tramsportation system inm Marin

County, whatsoever system this might be, would be & disestrous blow

to this section of California, and onme from which recovery would be
far removed.

The Commission will deny this spplication. This action .
ig not to be construed as a £inding that a dbus service over the
Golden Gate Bridge is not in the public interest. Indeed it may be
that im the not distent future some plan may be presented to the
Cormission by & finenclally responsible applicant whereby a rapid,
efficient, and enduring transportation service could bYe inaugurated
end meintained. But to graat this applicatlion at this time under
the circumstences may foreclose for years the realization of any
plan for a rapld and efficient service from and to Marin County.

The Commission also admonishes the Northwestern Pacific
Railroad Company that the denlal o¢ thls application does not con-
stitute an approvel of its present service. With the develop-
went of the district which 1s now following the opening of the Golden
Gete Bridge, we may expect to see substential developments in
the Marin area. Public transportation should show the way for




such developments and the Northwestern Pacific Rallroad Company
is now placed upon notice that 1t must do Lts full public duty
in the vay of providing sstlsfactory and adequate transportation
to this district. The Commission will wateh this situation and
will dlrect its encouragement and succor to that form of common
carrler service best calculated to render unto the public the
most satlsfactory, rapld, and economical transporsation.

The following form of Order is recormended:

QORIDER

Public hearings having been held in the above entitled
proceeding. and the matter being now ready for declsion,

IT IS EEREBY ORDERED that sald application is hereby

The foregolng Opinion and Order are heredy approved
and ordered filed as the Opinion and Order of the Railrosd Com-

mizzion of the State of California.
- R

Dated at San Francisco, Californis, this

day of 0 sdyy , 1937.
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