Decizsion No.

BEFORE THE RAILRCAD COM:IISSION OF TEE STATE COF CALIFORNIA.

In tho Matter of the Application of )

MERKET STREET RAILVAY COMPANY, for an ) Supplemental

Order of the Rallroald Commlission of ) Application No. 21l1ll5.
the State of Callifornia authorizing )

omergoney increases In cortsin fares. )

WM. . ABBOIT and MAX THELEN, for lMarket Street Rellway
Company, Avpllicant.

JOHEN J. O'TOCRE, City Attomrmey, and DIOY R, EWLM, Deputy
Cilty Attorney, for the Clity and County of
San Francisco, Protestant.

FRANK S. RICHARDS and THOS. X. McCARTEY, for EBact Bay
Transit Company and Key System, Interested
Partiecs.

WARE, COIDISSIONER:

QPINION ON SUPPLEMENTAL APPLICATION

The Commission, by Lts Order In Decision No. 29889, dated
June 21, 1937, iIn the above~entitled procecling, authorized the
Market Street Rallway Company to mske certain changes in its fare
structure.(l)

Zn denying applicant authority to put into effect the
fare structure 1t proposed In the original application, the Coxne

mission polinted out that although 1t had been shown that applicant

(1)
A B c

Cash fare 5¢& ¢ 5¢
" In combination with transfer 5S¢ 7€ 7¢
Token fare, with transfer, (4 for 25¢) - 62 -
School Chflcren, with transfer 2}?;?{ 3=1/8¢ 2%
Sunday and Holiday Pass 20 25¢ 25

A - Fares In effect at the time the original application
No. 21115 was f£iled (Apx»il 1, 1937).

B = Pares sought in originsl application No. 21115.

C = Pares authorized by Decislion No. 29889 (Fares became
effective July 6, 1937).




was entitled to a substantlial Increased revenue, 1t was not convinced
that the proposed fare structure was preferable to one whlch involved
a lesser increase, elther from the stendpoint of the company or the
publice. This conclusion caused the Commission to search for o lower
fare to be tested on an experimental basis. The following is quoted
from sald Declsion No. 29889:

"The Commission has concluded thet the existing S-cent
fare, in combinatlion with & Z-cent charge for 2 transfer, af-
fords the greatest promise for the most favoradble results to
both tho traveling public and the spplicent carrlier. Such 2
plen can be adopted upon an experimental basls and If 1f
develops that thic fare is not fulfllling the requircments,
the entire mattor can be reviewsed and a record developed whilch
will placo the Commizsion In a better position toselect a form
of fare bost suited to moet the needs of the pudblic and provide
a revenue sufficlent to meet the cost of performing the service.”

(n Merch 19, 1938, applicant filed its Petlition Supplemental
to Applicatlion No. 2111S for Order authorizing emergency lncreases
in certaln street rallway fares, wherein 1t 1s alleged, in effect

l. That applicant forthwith complled with the Order
of Decision No. 29889, and on July &, 1937, put
into effect, upon an expexrimental basls, the schedule
of fares authorized by this Order. '

2. That the revenues had declined $330,693 for the yeaxr
1937 8s compared to 1936; and at the rate of approximstely
$356,000 for the last six mornths of 1937 as compared with
similar period of 1936.

3. That for the year begimning March 14, 1938, applicant's
operating expenses would be increased $121,600 as &
result of increansed labor rates pursuant to an agrec-
ment with Division 1004 of the Amalgamated Assocliation
of Streect and Electric Rallway and Motor Coach Employes
of Amexricsa.

4, That the Federal and State Socilal Security Tax Lox
the year 1938 would increase applicant's operating
expenses $119,310 over 1936; and, ir addlition, the
State ad valorem taxes for the 1937-1938 tax year
are $24,338 greater than the 1936-37 tax year.

5 Tha’% applicant has made every reascnable effort to
reduce the cost of maintenance snd operation of 1ts
property, conslistent with the continuation of satlis-
factory service Ho the public; and that the revenue
roeceived from the fare structure presently in effect
1s not sufficlient to meet the greater cost of wages
and texes.
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In thls supplemental application, authority is sought

o put into effect the following fare structure:

Cash fares in San Francisco, other than on
interurban cars, with free transfers . . 7 Cents

School children (San Franciseo), with free
transfers to other lines of the company,
for continuous travel in the same general 20 rides for
AIroction o o ¢ o o « o 2 2 o & « o ¢ o . 70 cents

Sunday and Holidey Paess, for use in San
TronciscO o o o o o 0 o 5 o o o « o o o o 25 cents

South San Prancisco line . . . . 7 cents

Son Mateo 1ine + o ¢ o o ¢ o o o « « o 7 conts where 5 cents is
charged at present, and
no change Iin balance of
prosent fare structure.

Appllcant estimates that under this fare structure, its
revenue wlll be increased {550,000 per year; 1t 4is not at this time
seeklng a fair return on its investment.

Surther pudblic hearings were conducted In this procoeding
at San Francisco April 13tk and 15th, 1938, Upon the completion of
applicant's presentation, it requested authority to put into effect
imredistely the rate structure proposed in the supplemental applica~
tion, allegling that due to 1ts stressed financial condition it could
not awalt asny prolonged investigation which would have the effect of
forcing thne company into receiversihin.

The matter of granting an Interim order was argued before
the Comrlssion en bane Aprll 25, 1932.

APPLICANT'S SEQWING ON SUPPLEMENTAL APPLICATION

The resultc of applicant's operation during the past three
years are showvm on Exkibits Nos. 12, 13, and 14, which were introduced
at the hearing held April 13, 1938, and from which the following

tabulation 1c tolkon:
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1 Exhibit No, 12
t ¥or Twelve Konths Ended

. ____Exhibit No. 14
_____¥or Thraoe lonths Ended

Exhibit No, 13
For Six Months ¥nded _

H
e L]
3 1 N 1 3
§ Mar. 31, 1938 § Mer, 31, 1937 ; Deo, 3L, 1937 5 Dec, 3}, 1936 § Mar, 31, 1938 § Mar, 31, 1937 3

Iten

OPERATING INCQME!

$ 1,668,907,80
__1,469,897.,77
99,010,03

$ 1,745,483.,14
1,444,358,70
301,124,44

$ 3,609,020,15
3,030,538,65
578,471,30

$ 3,767,245.78
2,977) 5320 25
809,713,53

§ 7,422,7680,06
5,915, 524,66
1,&7,255'40

$ 7,116,146,49
6,017,069.21
1,099,077,28

Railway Opevating Revenues

Ratlway Operating Expenses
Net Revonue ~ Rwy, Oper,

Taxes Asaignable to Rallway

Operation 416,254,868 334,698,65 201,408, 54 158,860, 42 114,179,87 __ _100,666,74

Cperating Income 682,622,40 $ 1,172,556,76 § 377,062,76 3  650,853,11 84,830,16 $  200,457,70

1,724,66

TOTAL NG-OPZRATING INCOME

Gross Incwnie

TOTAL DEDUCTIONS FR(!
GROSS INCOME

Net Incame **F

7,650,42 3 7,067,01 $

3,668,622 3

3,577457

$

1,867.30 $

690,372,82 $ 1,179,623,76 $

476,129,99 § 606,699,317 $

380,931038

237,720,13

$

654,430, 68

252,976438

86,697,46

117,164,61

¢

202,182,36

125,149,44

214,242,83 $ 672,924,569 §$

143,211,25

401,454,30

30,467,15* &

77,032,92

—

* Denotes Red Figures

#*° Xxclusive of amnual depreciation of $50G000,00




The Market Streot Rallway Company has $31,926,450 of

stock outstanding. Thic stock consists of the following:
2e Prlor proferenco SLOCK ecececescssoess $11,750,000.
be Prefeorred Stock seeeevcecccecacesnnnss 5,000,000,
Ce Second proferred 8toCK seecenesscanees 4,700,000,
Coe Common STOCK eeccecccececnrvenseaarnes 10,700,000,

o dividends nave been pald on any class of stock during
the past fourteen years,

“he funded debt of the company in the hands of the public
on Februery 28, 1932, i1s reported at 4,930,221, snd consists of
4,878,000 of 7% bonds, 41,391 of 6% notes due The J. G. Brill
Company, ond $10,830 of 5% notes due The Twin Coach Company of Kent,
Ohio. In 2ddition, the company must pay 7% interest on $2,240,500
of first mortgage donds now In the sinkinz fund.

The company's outstanding bonds were issued pursuant to
the authority granted by Decislon No. 13130, dated February 1ll, 1924,
in Appllcation No. 9726, In that decicion thoe Cormission suthorized
the coxpany to issue $13,000,000 of first mortgage 7% vonds due April
1, 1940. Cf these bonds 35,853,500 have been acquired by the trustee
and cancellod, and 328,000 are in the company's treasury. Under the
trust indenture socuring thoe payment of the bonds, the company must
currently pay to the trustee for sinking fund purposes the interest
on the bonds held alive In the sinking fund, tho proceeds realized
from the sale of mortgaged property, snd, in addition thereto, $75,000
quarterly. Some of the Indebtedness reforred to below was Incurred
to moeet sinlking fund payments.

Tho company has not beon able to refund its 7% bonds with
bonds carrylng a lower coupon rate.

Market Strect Rallway Company 1s Indebted to the Wells
Fargzo Benk & Unlon Trust Company in the sum of $175,000 with interest
at 3% per annum, and to the Anglo California National Bank in the sum

of $300,000, with Interest at 47 per ennum. I% owes the Standard Gas




and Eloctric Compeny on opon account $867,492.26, and the Pacific
Gos and Electric Company Lor cleciric energy $598,396.07,.

According to the testimony of Samiel Kann, 1t pays Inverest
at the rate of 6% per ennum on the amount owing the Standard Gas and
Zlectric Company and the Paclific Gas and Electric Companye.

Exhibit Xo. 12, filed in thls oproceeding, shows that for
the year onded Narch 31, 1938, the iInterost on the company's funded
debt amounted to $387,734.18, and the intercst on Lts unfunded dobdt
amounted to $91,531.84¢. Tke interest on the funded debt does not
include the Interest paid oz bonds in the sinking fund which, for
the year ending Fobruary 28, 1938, Lz reported at $134,583.75.

The record zhows that the company has glven conaideration
to a number of dlifferent fare structures, viz., a six-cent fare, a
seven~cent fare (cash) with four tokens for 20 cents, 2 ctralght
7=cont cash fare, and zone faro.

The result of the study doaling with the six-cent basic
fare is shown on Exhibit No. 23, filed at the hearing April 15, 1938.
This chows that the company estimates, undexr such o fare, that its
earnings would be decreased clightly over $500,000 per yoar. Exhibit

No. 6 shows the result of the study dealing with a seven-cent fare,

with four btokens for 25 cents. Talis exhidbii was flled April 22, 1937,

provious to the time the Commission authorized the company to put
into effect a charge of 2 coents for a transfer, and shows the ostimated
inereaso with suchd fare to be slizhtly over 350,000 per year.

With reospect to the study dealing with the estimated
rosults of operation on o straight seven-cent fare, Exhibit No. 17,
filod April 13, 1938, shows that the estimalted Increased revenue
undor thiz faro structure would amount to nearly $550,000 per yesar.

Mr. Xahn, president of the Market Street Railway, stated

that in making the ostimates for botha the stralight six-cent =nd
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and soven-cent fares, he hac applled the zame diversion factors iIn
oach casc. In other words, he assumes that there will be no more
diversion or diminution of travel on his lines as a result of an
ineroase of 2 cents than there would be with a one cent Lncrease
over the basle five-cont fare (Tr. p. 216).

Applicant also gave concideration to a zone form of fare
and reached the conclusion that 1t was undesiradble and unworkable
in the Clty of San Francisco, »rincipally for the reason that the
average ride 15 comparatively short and the problem of collecting
fares under this plan would be practically impossible, particularly
during times of peak travel, and for the further reason that some
of the lines are oporated with one men, which further complicates
the problem of operation on a zone fare plan.

lre Kahn further testified that if all three local street
transportation systems serving San Francisco were put on the same
baslc fare, each could operate profitably on a six-cent basic fare
(Tr. p. 21C).

Counsel stated (Tr. p. 252), that although none of the

above estimates met the company's immediate requirements, amounting

to 3680,000,(2) 1t was willing t0 accept a seven=cent basic fare

on at least a triel basis.

POSITION OF TEE CITY AND COUNTY OF SAN FRANCISCO

Counsel for the City of Sm Francisco stated Chat:

"the Board of Supervisors of the City and County of
San Francisco directed the City Attorney of San Francisco
$0 appear bofore the Cormission and to ompose, one, an
Increase of fares from the present rates charged, and,
secondly, to vigo“ously oppose any zoning proposition
that ray be advanced.”

"So we have, then, the defici ency in operating income of
$489,000 odd; the nccessity of paying additional wages of

the men of wleo 000 odd; the necess ity of paying additional
Soclal Security taxes in the sum of $45,000 odd; the personal
p“operty toxes in the sum of 324, OOO odd maamng a total of
$680,000 odd, or something in excess of $56,000 per month.m”
(Tr. Te 247).
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The CLty contonds that the company could better its
finencial position Dy effecting operating economies through the
elimination of cortaln lines. Furthermore, it 1s contended that
the revenues could be inereased If betler service were provided

on some of the linese.

CONCLUSIONS:

A roview of this record lecds to the conclusion that a
financlal emergency exlists with respect to the Market Street
Rallway Company, and thot it would not be 4n public interest or
falr to the company to deny applicant an opportunity to try out
some different form of fare structure ot this time.

The Cormission, in sald Declsion No. 29839, pointed

out that:

"Local street transportation In Sm Francisco is
different in a number of respects from that of any other
city. in the State, particularly as to the riding hadit,
average length of ride, and competition which iInvolves
threes local street rall systems 1n addition to jltney
busses.

It is apparent that any increase in fares on applicant's
lines will result in some diversion of tralfic to the limnes
of its competitors. The amount of such diversion, however,
will bo more or less in proportion to the volume of Incerease
in fares. It is obvious fThat such diversion of traffic means
that the remining riders must not only make up for this loss,
but also contribute to an added gross revenue if this carrier
is ©0 earn 1ts Increcaced operating costs, and also must neces
sarily result In some Inconvenlience to the »iders who seek

_ other means of transportation.®

S

The avove conclusion has Lsen vindicated by the experi-

menval fare of 2 cents charged for transfer. We cannot agree wita

applicantts concluslion that there will be as much diversion with a
six-cont baslic fare as with & seven-cent one. On the other hand,
1t 1s our conclusion that the diversion will be substantlally more
with the higher fare; also, we cannot entirely Ignore the jliney

competition in S Franclsco, where there are now some 136 jitney
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busses operating under permits from the City and County of San
Franclsco, with a fare of 10 cen ts.(o) This operation, in direct com-
potition with the Market Stroot Rallway Company, will be more severe
with a stralght seven-cent fare than will be the cace witk 2 lesser one.

In view of the Tact that applicent hac not demonstrated +to
ocur satisfaction that the straight seven-cent basic fare is preferable,
from The standpoint of both the public and the company, to the one
proposed In its original epplication, l.0., seven cents cash fare
with four tokens for 25 cents, it would seem reasonable to conclude
that 1f all applicant’s estinctes are based vpon the same diversion
for the different fares, it might well be that the seven-cent cash
and token fare structure will work not only to the adventage of the
company ot will certainly be to the advantage of the patrons of this
line. The token use also has the advantage of popular sppeal a3 well
oz alding Iin expediting the service through the use of a2 single coin.

A carelful roview of this record leads to the conclusion
that applicant shovld be authorized to put into effect & basic fare
of seven cents cach, with four tokens for 25 cents, with the under~
standing that the proceeding will be held open for further investi-
gation and study, and iIf wpon & more complete record 1t appears
that this fare structure should te changed, such an oxder will be
entorede.

Wihlle thls order docs not direct applicant to make any
service changes In ltc operation, this Is 2 matter which wlll alse

e held open for furtimer Investigation.

(3)Kahn: "Purthermore, 1f the Jun*c*bal or ratker, if the City
operated the comxbined systems, I am satisfied that the Jitney
competition, which we have to endure at this time, and have
had to endure for nmany years, would soon fade from the picture.
The jitneys operate in competition with our lines but not
those of the lunicipel I ailway and I am.of the op;nion that
the Jjitneys aepr*vn uz of revenue of more than $200,000 e
yoar, The lact count of the number of jitneys ope“aued
approximated 140. (Tre pe 208).
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& representative of the BEast Bay Streot Rallways, which
provides local tranzportatlon sorvice In the East Bay citles, testi-
Zled that 1f spplicant used a tolzen cimiler in size and appearance
to the one employed by the East Bgy Street Rallways, it would result
in considerable confusion, &s well as materially affecting rovenues
of that company because of the fact that tokens on that system are
sold at the rate of seven for S50 cents, or 7.l4+ cents each, whereas
appllcant proposes to sell its tokens at the »ate of four for 25
conts, or 6% conts each. It is obvious that if the use of appli-
cant's tokens on the lines of the EBast Bay Strect Rallways exceeded
the use of the East Bay tokens on syplicant's line, and they wers
redeemod at the respective solling prices, 1t would reduce the
revenue of the East Bay carrier to the extent of the differentisal
In the cost of the tokens. This nppears to be o matter of consider-
able Importance 1If both companles are to operste witn tokens. Since
1t will be necessary for the Market Street Rallway Compony to revise
1tz fare Dboxes to accommodate The token fare, 1t appears proper
that 1t should adopt a form of token that would not materially affect
the opoerations of the Eact Bay Street Rallways as a result of the use
of applicant's tokens on the lines operating iIn the Zast Bay. There-
fore, the Commission will reguire applicant to submit, for approval,
the form of token 1t proposes to use, previous to establishing a
token fare <n its system.

The following form ol Order Ic recormended:

ORDER ON SUPPLELENTAL APPLICATION

Market Street 24 lway Company, baving made supplemental
application for an order granting authorlty to furthor incroase the
rate of farc upon its strect car lines operating In the City and

County of San Francisco, and also In the City of South San Francisco,
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San Mateo County, public hearings having been held, and the

Commisslion being apprised of the facts,
IT Is HEREBY‘ORDERED that Marlet Sireot Railway Company

be and 1% 1s horeby authorized to file with the Commission, and

put Into effect within thirty (30) days from the effective date

of this Order, upon not less than five (5) days' notlice to the

Commission and the general public, the followling schedule of fares:

Fares in San Prancisco, other than on

intorurban cars, with free transfers 7 cents cash, or
(Tokens shall sell at the rate of one token.
four for 25 CONtS)aeensncnns cocsces

School chiléren (San Francisco), with
free transfors to other lines of the
compeny for continuous travel In the 16 riées for 50 cents.
same general AirectloNescecesccccvas

Sunday and Holldey Pass, for use iIn
Sﬁn Prancisco.l.-..l.-o.oo.-...--... 25 CQntS.

South San Francisco liNC.eeececssosnse 7 ¢cents cash or
one token.

san ]':ateo line TR EE KNI I NN NN N R N AN 7 Cents C&Sh O:' One

token where S cents
is charged at present,
and no change in the
balance of present
fare structure.

This fare ctructure to be in lieu of and supersede the fare

structure now in effect.

IT IS EEREEY FURTEER ORDERED thet the size and design of
token applicant proposes to employ shall have the Commlisslon's
approval prior to the time L1t is offered for sale to the public.

The Cormiscior reserves the right to abolish, modlfy, or
change from time to time, by formal order, the rates of fare
above prescribed, and to meke such further orders as to 1t may
seom right and proper.

For 2all other purposes, the effectlve date of this order

shall be twenty (20) days from the dave hereof.

The foregoing Supplemental Opinion and Order are hereby

i




approved and orderel Liled as the Supplemental Opinion and Order

of the Railroad Commission of tho State of California.

-

Dated at San Francisco, Celifernia, this g =~

day of Nay, 1938.

Commissioners




