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WEITSELL, COMMISSIONER:

INTERIM OZINION

In the above-entitled application, filed December 17, 1e37,
Pacific ‘Blectric Railway Compary, lotor Trsnsit Company, and Los

Angeloes lotor Coach Compeny seek authority %o Iincrease thelir fares

and charges for the tramspoxrtation of passongers. Stating applicants?

propozal herein in a genersl way, suthority iz sought to increaso .
fares orn the Interurbsn lines by adding ten per cent and on the local
lines incresse from S¢ zones to 7¢ cash or four tokens for 254. It

13 ostixnted thaat as a result of thece proposed increases in fares
Pacific Electric would enjoy an increased reovenue o $543,185, of waich
£250,143 would be derived from local operations and 5293,042 frox
interurbsn operations. The estimatel Lrcresacse to Hotor Transit Conw
pany amounts to $60,170. In the caze of the Los Angeles lotor Coach

Company the amount of the Increased reverve is comparatively small.




Applicant in chiel, in commectlion wita this proceeding,
1s Pacific Electric Rallway Componye. Jolnt applicétion of the
Motor Transzit Company and the Los Angeles MNotor Coack Company was
»rizarily for the purpose of egqualizing fares bdetween points where

a parity of fares would be upsot In case fare increases were allowed

dn lines of the Pacific Zlectric Rallway Company ané existing fares

maintalined on the lines of liotor Transit Companfland Los Angoles
Motor Coach Componye.
Motor Transit Company is s wholly~owned subsidiary of
Pacific Zlectric Ralilway Company, as the name Ixmpliles, 1ts. opera-
tions being confined entirely to motor coack service, The schodules
are arranged In so far as practical to coordimate with Paciflc
Eloctricts rail oporation, and in most cases fares are The same
and tickets Interchangeable. The Loc Angeles Notor Coech Compony
is owmed and oporated under a joint agreement between Pacliflic
Slectric Rallway Corpany and the Los Angeles Rallway Corporation,
each omning & one=ball Interest, This carrierfsz oporations are
being continually expanded to serve what might be termed border-
line territory of the two parent companies.
In the application 1t is alleged in effect that:

Pacific Electric Rallway Company had, during the nine

months ending Septexbexr 30, 1937, realized revenuoes ln-

sufficlont by approximately $206,000 to pay 4ts oporating

expenses and taxes, méd $2,300,000 less than sufficient

to pay Ltz fixed charges and exponses of operation;

Az a ¢consequonce of cortaln proceedings of the Emergency

Board appointed undexr Section 10 of the Rd lway Labor Act

1n.National Mediation Board Case No, A-4ll, substantial

inereased labor rates were grantel to cortaln employes of

applicants retroactive in general to August 1, 19357;

The revenmue ©o be deriveld from 1ts rallroal dDusineszs at

existing rates and casrges would not e sullicient To

.meet operating expenses under the uniform systex of

accounts for the year 1938 by a sum in exce3s of $900,000;
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Unless the roliel asked for should be granted in the
matter of increased ratez Lor passenger Ttralfic, as well

as the Incresse In freight rates requested of the Inter-
gsvate Commerce Commission, Pacliflic Electric Rallway Company
will be wmable to continue Iin the public interest 1its
aCequate and sufficlent transportation service;

Whlle thore has boon some Ixneroase tralffic alorng with

the gradual ixprovement in dusiness In $he comtry generally
since the low point of depression, that increase has un=-
fortunately been attended by concomitant Increases In coat

L operation at a greater rate, such that Pacific Electric
Rallway Company hat boen unable to Lmprove its financial
condition as a result thereol;

In view of the above described contontions, the applica~
tion was prepared Iin the form of an emergency requeste’

To date the recoxd comsists of 1,065 pages of transceript
and 53 exkiblits, consuming eight days of hoaring.(l) &t the open~

ing bhearing, commsel for applicants stated that as a 5osult ol
rocont Increases in operating cost, a fimancial emergency existed
with respoct to Pacific Zlectric, as the company was not earning
its operating experses and fexes, and by this applicatlion sought
only vo meet these obligations without a return on the Investment
in property devoted to pﬁblic use, and, thorefore, roquested the
Comnlssion to grant the proposed increase ¢on an interim basis
pending'the time a thorough investigation could beo made by all
interested parties and the presentation of the results of the same
before fhe Commission. IFollowing the hearing on March 12th, the
matter was taken under submission for the purpose of coansidering
applicants? request for an interim order. The parties were allowed
until March 22, 1938, to Lile concurrent bdriefs dealing witk the
request £or such interim order. A mumber of suth driefs are now

before the Commissipn.

'Pacific'Electric Railway~cOmpany prosented evidence to

show the rosults of 4its oporation on a financlal basls, to the

(1) TEearings were conducted at Los Angeles on the Lollowing dates:
Jomaary 7th, February Sth, 9tk, lOth, and 1llth, and Mareh 10th,
1lth, and 12tk, 1938. The noext kearing &Ls set for August 3,
1938, at Los Angeles.
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effect that, In accordance with the uniform system of account for

electric railways, Lts gross income was $426,845 less than enough
to moet operating expenses for the year 1937, and that the net
income was $2,982,381 less than onough t0 meet the operating ex-
ponses and £1xed charges for the same poriod of time. Furtherzore,
the record shows that an annmual inecrease of $636,862 Iz payroll of
Pacific Electric Railway Compony obtains from the recent increases
in wages. ZEffective February 1, 19638, there was an Iacrease of 5S¢
por hour granted to railway maintenance of way employes, whick would
amount to an additional anmual cost of $41,738, ané 23 a result of
cortain »emovals of Iinequalities In »ates of pay to other employes,
an additional cost of $25,000 snnually was incurred. On the whole
1% was contended that the increase in labor costs would z»osult in
an aznual inercase in payroll of $703,600. Applicable to this
increase in payroll there will be an incresse In taxes pursuant
to the Federna.aﬁd State Social Secuxrity Act (Tnemployment Insur-
ance), and taxes undexr the Carriers! Taxing Act of 1937 (Railroad
Retiroment Act), the toval of which will amoumt to $40,450. The
cormbination of increased payroll and taxes tbbreon,' t was contended,
would amount to $744,050 axrually for Pacific Electric Rallway
Company. It was estimated that as a result of the increased pay
granted to the exployes of Motor Transit Company, together witl:
the taxes thereon, the labor expense would de increased $57,632
anmallye.

It is urgeld that the unpreventsble increases in cost
set forth above constitute the major factor which i3 instrumental
in creating tho present exergency; that the proposed incresses in
fares would do no more thaz meet the sdded opeorating coats thus
lavoluntarily Imposed upon applicants; that Pacific Electric Ralle-

way Company has rendered I¥s gervices on a non-compensstory basis
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- for maxy years; and that applicants are entitled, as a mabtter of

law, a3 woll 23 a matter of Justice, equity, and falr treatment,

o have the »ates as prayed Lor establishodJ?so long as the rates

Por 30 are reasonable,”

It 1s further c;ntended oy a;pplﬁ.oants‘ that an undue delay
In granting the requosted emorsency rellef will be serlious In its
effeoct and will result in great inconvenlseznce to the public and
an Injustice to apvlicants, and if relief is too long delayed, a
situstion may develop which will make £t ALfficult, if not impossible,
o accomplish permanent eoconomles which might otherwise be made
offective in s more orderly manmer afler a thorough and carelul
analysis. Eowever, spplicants agreos that avery sugséstion made
by any of the interosted parties herein, which mizht lead to better
service or economy in operation, ought to be studied, smalyzed, and
developed, and 1L the final conclusion seems to Justify such
changes, they should be put in opersatlion; that the company welcomes
ony goneral or special study such 23 those proposed to be conducted
by other interested parties; and that the fullest cooperationr in
seech studles and Investigations 1s pledged by The applicants.

On the other hand, the City of Los Angeles opposos
the granting of an interim order, taking the pozition that the
proposed increase in fares on the Los Angeles local lines of the
Pacifiec Eloctric would not only fail to produce the additional
revenus which the company estimates, but would Jeopardize a
large portion of its most profitadble short haul dusiness, and
that the interim increase would be in the face of the fact that
these lines have been shown to be celf-sustalning. It is alleged
thot 4f Interim increases are zranted and subsequontly Lfomnd to
be unprofitable, the damage which will have been dome will Dde
tmpossible of correction. The CAty's ostimates show that uﬁdor
the proposed increase of fares, 19% of the Los Angeles local
patrons would be lost, and poiat to & plan of betvtering its
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- finsncial poéitioh by reducing operating costs through changes in tho
system of operation whereby it will be possible to effect an estimated
sarual opersting saving of $615,000 by carrying out the sugzestions
oxfered by city witnescoe:z. ‘Tois estimated operating saving would Do ace-
complishod largely through cénsolidating 1inez and service. TFor exszple,
In some cases it is proposed to Qlscontinue the operation of certain
local lines and expand the Iinterurbon operations along the same tracks to
provide a substitute local szervice. It Ls conternded that precent schol~
ules on such interurban 1ines can be maintained through the purchase of
new equipment In some casze3 and iacreasing the motive power of the curs
In others. Obviocusly this plan c¢alls for a substantlal Zavestment in
ecquipment which the carriexr contends it Is ix »o position to finance at
thls tizme. The city's plan 1s challenged by thoe witnessez of the Pacific

Electric Railwey, both as to the amownt of the possidle saving and also

the practicablility of the plax.

In tho city's brief 1t I1s pointed ocut that 4in the light of the
Comntssion engineers! testimony, Pacific Electric Rallway could, over &
pexrliod of years, have been Lorced inteo dDankruptey by tke withdrawal on
behalf of Southern Pacific Company of Its Lfinanclal assistance, and it
has not beer shown or indlcateld that Southern Pacific now Iintends to
throw Paclific Electric Iinto bankruptey. ko cify contended that in tho
light of ko evidence submitied relating to the cash condition of the
company, Do emergency exists at this time Zn as mich as the cash condi-
tion during Fedbruary, 1938, was at & higher level then was the case ¢n
many proevious occasions within the past four yesrs. It 1s further
pointed out that a satlisfactory cask position was shown to exist after
the recent wage increases kad become fully effective ané after the
retroactive wage payments to August 1, 1937, bad been made.

The citles of Glendale, Pasadena, and ILong Beachﬁt;%e a3 pipi;ar
position to that of LoéiAnéeles, to the effect that no omé;éénEy exizts
whick ﬁaﬁtifies an interim ordor at thiz time, and that any adjustment

in fares should await the completion of the investigations now under waye.
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The question Rere for cetermiration is vhether or not
applicants are entitled to an interlm order pending the time 2
thorough investigation can be made of the entirc oporations. As
contrasted to the citles! position referred To above the argument

in favor of an emergencey situstioz centers around three major items,
vizZe.:

Increaced operating oxpenses roesulting largely
- - Trom incressed labor costs.

Demand of the Southern Pacific Company for Iits
portion of revenues collected by Pacific Elcctrie,
and Southern Pacificts pozition that 41t cannot
now finsnce operating losces incurred by FPacific
Electric.

S« Losses cuctoined by Peclilic Eleetric as a result
of floods during the retent rainse

With recpect to Increascd labor costs, Pacilic Electric

showed 4hat this item amounts to approximatoly £744,000, which in-
cludes the taxes Incldent to the Incressed labor costs. In addition
to this smount there will bo some {70,000 added to fhe payroll as a
result of an increase of 1% 4in the Tederal and State Social Security
Tax for the year 19328 as compared to 1937, It should be pointed out,
how‘ever, that o comparison madoe by the Comlszsion’s engircer betwecen
Poclific Electric Rallway Company's total payroll for the month of
Januwary 1937 and that for Jmuary 1938 cshowed an increase for thae |
latter of adbout 527,000, and a similar coxparison for the montha of
Pebruary saows an inerease of adbout $17,000. TUsizg the January ¢ome-
parison a3 a basiz for the annual increased labor expense, the result
would be approximately $5325,000 as contrasted wiik Paciflc Eloctric!s
showing of approximately $700,000. The record shows, however, that
thne personnel for the months of January and Fe‘qma:y, 1938, was sub-
stantially less than that for 1937 and the President stated the finxme
¢ial condition of the compaxny reqﬁired this reduction. As to whether
or not tiis carrier can contimue With a reducod porsonnel a3 ¢ ompared

£o the former ztandard i1s rot clear frox this record. To partially




offset the increaced labor costs Pacific Electric will, in all
probability, enjoy an increase of some $230,000 in its rreishf opera~
tions for 1938 as compered t o 1937 as a result of an Increasze re-
contly grantod by the Interstate Commerce Commission.

Referring to the change of pollicy of Southern Pacific Come
pany with respect to LTs swbeldlary Pacilic Zloctric, the rocoxd-

shows that on December 1, 1337, a change of policy was effected Iin

the method o2 adjusting accounts between the two carriers iavolving

various transactions. Prior to that date, all zuch Yrensactions
were carried througk an opexn account, the Paclific Zlectric Rallway
Company retalining all moneys collected by 41t on berals of Southorm
Paciflic Compony operations where Pacific Zlectric participated. Such
moneys wore credited to the Southern Paclific Company opon account but
rosalircoed for uze by Pa.c:'..fié Zlectric. IExhibit No. 41, submitted dy
Commission's engineor, zets forth the condition of this open account,
wiich includes certaln subsidiary companiles of Southerzm Pacilic Conm-
pany for the year 1937, wherein Paciflic Electric collected moneys duo
to the Southern rPacific Company in amount of $6,365,412. 0ffsetting
this Lten there was showz charges To the account reprcsen‘«;ing DY =
ménts due Pacllic Electric from Southern Pacific Iin amount of
$1,794,499, leaving a dalance due Southerm Pacific Company for the
voar of $4,570,913. On the other hand, fhis extidit shows that
$3,525,000 was paid to Southern Pacific Company on this open account
by Pacific Electric during tkhe year 1837, leaving a dalance due
Southern Pacific Company for the yoar in connectlion with such .’m".:e;-
company Sransactlons of approximately £1,000,000. In addition there-
to, the exhibit chows that Southera Pacilic Company pald, on beball
of Pacific Zlectric $1,706,050 in bond Lnterest curing the yoare
Altzough there Ls evidence of record to indicate that 1t

would definitely not ve to the interest of Southerz Pacific Company




to allow Pacific Zlectric Company to go inte dankruptey, by reason

of the fact that as a consequerce thereof Southern Pacific Company
would bo forced to make good its guaranteo of the first refunding
mortgage 0f Loc Angeles Pacific Company in amownt of $8,298,000,
novertheless 1t appears that Southerz Pacific Compeny has Lssued an
odict %o 2ll of its subsidlaries that on and after Decexber 1, 1937,
all inter=company tr ansactions are t0 he hendled on the same bad s as
accouwnves wWhth outside pe.r..ies. In thls connection we must give consid-
eration to the fact that there 1s delfore this Commission, in connec-
tion"vith other proceedings, evidence indicatirg that Southern Pacific
Company iz in urgent noed of Zncreacseld revezue To meeot ITs oblizations
anc that %t has pcnd:.ns at tho present TLimo an applicationfor a loan
from the Reconstruction Finance Corporation in amownt of $14,000,000.

Witk respect To the losses sustalined as a result of flood,

durin@ the recent »2ins, the record shows that Paciflic Zloctric will

sustaln a property daomage of approxim.teiy 5300,000 and a loss in
i-évenﬁe of sbout $350,000, Ordirmarily it would be Limproper to charge
such & 1oss 0 & s2ort poricd of time; in other words, 4t should be
amortized over & reasomble period as it 1s an unusual expense and
therefore should be considered a3 a non=rocurring oneé. Nevertheless
1t precents & serious financial problem %o thls carrier at this time
and must be given consideration in comnection With applicants! re-
quest for an interim order.

At this time The Coxnission's exgineers are making a compre-
hensiire suovey of applicants’ entire operations, particulariy those of
the Paciflic Eloctric Rallwxy Company. In view of the magnitude of
this work, 1t will require several menths to complete the survey. At
the conclusion of thals study, reports will be submitted %o the Commis—
sion asz part or rocord Inthls proceeding. It Ls also waderstood
that various public organizations are making surveys vith *esmct to
thelir part.;cular Interests and it i1z reasonable to assume that it

will take some time fox the completion of these investisations. The
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Commicsion expocts o enjoy the boenellt of these studies intihlis
record bofore a final determination of the matier 48 made. It 4s
3136 expectod t-h#t appiicants wili subrdt furtaer detalled studles
looking toward a plan of providing the best zervice to the pudblic at
the least costs '

L careful review of this record leads to the conclusion
That from both the standpoint of adplicants and the general pudblic,
axn interim order saould Do Lssued granting some rellef pending the
vime the final detormination of the application can bo made.

As stated above, Faclfic Zlectrlic Pallway Company seozs in

talc application oz increase of 10 per ceat Zn its interurban Zares

and an inerease from S5¢ to T£ cash, or four tokons for 25¢ on iis
losal lines. This plan calls for an increace %z local aros of ap~
roximately 30 por cent. It would appear to be more egquitedlo to
adjust the increase in the two clacses of service o a more mearly
cormon level, pn.i-‘c:.cul&rly on an interizm basis, than to grant an in-
croease of L0 per cent in ome case and 30 pei- cent in the otaer,
without the benellt of o complete record. Following tals theory it
appears appropriate to authorize applicants to Aiacrease the local
fares from 5¢ to 6¢ casha, which will Do an increase of 20 per cent,
rather than employing vhe local fare structure urged in the applica-
tion, therefore, thae following order will provide taast applicant
may Lncresse its Laverurben fares 10 peor cent where the fare i1s 104
or more and Its local fares froz 5¢ To &F, pending *he tizme a com-
plete record can be developed in +thls matter. It should De under-
5tood that these increases are granted oavirely on an interinx basis
and will In no way prejudice the final determination of this applica~
tlione
Tndor *2is plan the present 6f fare on the lines of the

Los Angeles Motor Coach Company will remain unchanged for the

PresSent.




INTERIY. ORDER

Pacific, Elsctric Raflway Company, Xotor Transit Company,

and Los Angeles Motor Coach Company baving £iled application as
indicated In the foregoing Interim Cpinion Lor emergency reliefl by
means of an Interim Order authorizing an increase Iin fares, pudblic
hearings having been held, the Commission being apprised of the
facts, and the mabtter beling wnder submission and resdy for deﬁision,
in so far as sald interim rates aro concerned,

It Zs Zeredy Found as a Fact that a flInenclal emergency
exists due to the fact that the Paclific Electric Railway Company’s
revenues obtaining under the existing fare structure are not now,
and will not be In the near future, sufficient to delray operating
expenses and taxes and permit of the contimuance of reasonable and
adeguate publlic transportation; and furthermore, t.b.atl inasmech as
the tariffs of Motor Transit Compaxny arc for the most part comstructed
at the same level as those of Pacific Electric Railway Coxpany, and
Joint fares and Interchangeable tickets are malntained between the
two carriexs, as set forth In the Interim Opinion proceding this
Order, it appears proper that this parity of rates should be main-
talned for the present; alseo, with respect to the operations of the
Los Angeles lotor Coach Company, thore are two lines which operate
in competition with the Pacific Electric and the fares are the same,
viz., Los hngelez=Reverly Eills Iine, in the case of the ten-ri
ticket fare, and the Eollywood-Long Beach Linme. It therefore appears
that this parity of rates should bde maintafined for the presente. |

- IT IS ESREEY ORDERED that Pacilfic Zlectric R« lwey Company
be and 1t Lz herevy authorized toc stadbliskh, In accordance with thae
Cormission's rules, withirn thirty (30) days from the date of this
Oréer, upon not less than five (5) days! notice to the Comxission
and the public, Iinterim rates of fare betweoen points on 1ts Inter~

urban and local system, iz conformifty witk the provisions skown in
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the following schedules:
A. TLocal Lines, woich include los Angeles, Pasadenc, Glendale,

Zong Beach, Sen Sernardino-Colton, and Upland-Omtario:
1. All S-cent zone fares may be increased to 6 cents.

2. A1l school tickets may be increased to one~kall
the cash fare.

B, Interurbarn ILinez:

A1l onc-way, round trip, commutation fares, and weelly
snd monthly passes, 10 cents or over, may be lacreased by 10%, with
2 minimam of € cents, except:

1. There shall be no incresse (except In the ninimen fare)
fn the one-wsy and round trip fares on the following
lines:

8. Los Angeles~Glendale-Burbank Line.

b. Venice Short Line. :

ce Santa MNonica-Beverly Eills Line.

d. Hollywood=-Scuth Zollywool-Santa YonZca Line.

e. Hollywood-Beverly Hills-University lotor Coach Tine.
£. Santa Monica Alr Line.

ge 3Beverly Boulevard Motor Coach Line.

B. San Pernancdo Valley Line.

2, With respect to the Los Angeles-Ssnta Monica-Ocean Park-
Venice-Pleya del Rey Line, where the Company has in effect
a 10-zide ticket on & trial bdaslis, waiche xplres April 30,
1938, this 10-7ide ticket may e incressed from $1.50 to
\‘?1075

NOTE: In computing one~way axé round trip fares whore the result
: Is ope~rale cont or more, add sufficient to xake the fare
ond 1in oven cente. Where the result is less than cne~halfl

cent, the fraction shall de droppode

In computing commmtatlon fares and pass fares, whore the

result 4s 2% cexts or more, add sufficlent to make the Lare

ond 1m O op 5. Where tre result is less than 2% cents, the

fraction shall be droppede.

IT TS EEREBY FURTEER ORDERED that Notor Transit Cozpany

e and it ic hereby authorized to establish, in accordance with the
Commission's rules, withiz thirty (30) days Irom the dato of thic
order, upon not less than f£ive (5) days' notice to the Commissicn
and the public, interim retes of fare botween pointe on 1ts inter-
urdaz and local systems, in conformity with the provisions szown

4n tre following schedule:




Ae NMinimum fare 6 cents.

Bs ALl ome-way, round trip, commtation fares, and weekly and
monthly passes, 10 cents or over, may be increasod by 10%; excopt
that with an Zncresse in the minfzum fare from 5 to 6 cemits, there
shall be no other increase on the Sunland Line.

IT IS EEREDY FURTHER ORDERED that Los Angeles iiotor Cozch
Compaxny be and 4t is koreby authorized to establisb., in accordance
with the Commission's rules, witkin thirty (30) days from the date
of this order, upon not less thon five (5) days! notlice to the Con~
zission snéd the public, irtorinm rates of fare between points on Lits
system, in conformity witk the provisions shown in the following
schodule:

A, The 10=-ride ticket applying between Loz Angoles~Boverly
E11ls (Weittier Drive) via Wilshire Boulevard ILine, or Olympic
Boulevard-Third Strect Lize, may be increased 10%.

B. Oneé-vway and round trip fares between Zollywood and Lomg

Beach may be incressed 10%.

17 IS EEREBY FURTEER ORDERED that in all other respects,
Lor the pu:rposé of the Interim Order horein , tho increaseld fares,
as roquested, are bereby denied.

The Commission reserves the »ight to malke such further
orders In this proceeding as to Lt may seem Tight and proper, and
to revoke thls Autb.ority if, In its opinion, publictonvenieace and
necessity demand such action.

The foregoing Interim Opinion and Order are herebdy
approved mnd ordered filed zs the Inteorim Opinion and Order of
the Rel lroad Commission of the State of Calilornila.

Por all othor purposes the effoctive date of this Order




shall be twenty (20) days from the date hereor.
Dated at San Francizco, Californle, this _ // “ gay

Commiszioners %




