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Decision No. 
..... ! •• ', A .. \ 

II ~ • I i -:-~.' '" ~ ------_. 
BEFOP.E TEE P...o..ILROAD COM:aSSION OF TEE STATE OF CALIFORNIA. 

In the ilLatte:' of tho Application of ) 
MARKET STP.EET P.AIL\"IAY COI\~P..1ry, for an ) Supplemental 
ordor of tho Railroad Co=mission of ) Application No. 21115. 
the State of Cal1torni~ authorizing ) 
o~ergoncy increase~ in cort&in fares. ) 

WM. ~f!. ABBOTT and MAX THELEN, tor Ma:::-l{et Street Railway 
Com~anYI A~p11cant. 

JOHN J. O'TOOLE, City Attorney, and DIO~ R. E~~, Deputy 
City Attorney, for the City and County of 
San Francisco, Protestant. 

FRA11C S. RICHARDS o.~d TEOS. K. McCARTI:."Y, for Eo.zt Ba.y 
Transit Company and Key System, Interested 
Parties. 

WARE, CmiD:ISSION3R: 

OPINION ON SUPP~~~L APPLICATION 

The Co~ssion, by its Order in Decision No. 29889, dated 

June 21, 19~7, 1:0 the above-entitled proceeding, authorized the 

Ma.rket Street Ra.1lwa.y Compa:cy to It.S.ke certa.1n changes in its f'are 
structure. (1) 

In denying a.pplic:9.nt authority to put 1nto effect the 

fa.re struct'U!'e it proposed in the original application, the Co:n-

mission po1nted out that although it bAd been shovm that applicant 

(1) 

A 

Cash r~re St. 
n tt in combinat~on with transfer st 

Token fare, with transfer, (4 for 251) -
School Ch1l~en, with transrer' 2~ 
Sunday and Holiday Pass 201 

B C 

A - Fares in effect ~t the t~e the or1Sinn1 application 
No. 21115 was filed (April 1, 1937). 

B - Fares sought in o~1ginal application No. 21115. 
C - Fares authorized by Decision No. 29889 (Fares became 

effective July 6, 1937). 
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was entitled to a sub~tantial increased revenue, it was not conv1nced 

that the proposed tare 5t~cture was preferable to one which involved 

a lesser 1::lcrease, either from the standpo1nt of the comparJ.Y or the 

public. This conclusion caused the Commission to searCh for ~ lower 

f~re to be tezted on ~~ experimental basis. The following is quoted 

from s~id Decision No. 29889: 

ItThe Commission has concluded. that the existing 5-cent 
fare, 1n combination with a 2-cent charge for a transfer~ af-
fords the greatest promise for the most favorable results to 
both tho traveling public and the applicant carrier. Such a 
plo.n esn be adopted upon an expe:Oimental basis Slld if it 
develops that th1s fare 1s not fulfilliDg the re~irc~ents~ 
the entire matter con be reviewed and a record developed Which 
will placo the Co::nn1ssion in a better position to s elect a t'OI"lll 
of f~e best suited to meet the needs ot the pub11C and provide 
a reVE,nue sufficient to !OOet tho cost of performing the s erv1ce. n 

ern Me.rcb. 19-, 19S8~ applica..."'lt filed. its Petition Supplemental 

to Application No. 21115 for Order authorizing emergency increases 

in certain street railway ta:res, whereill it is alleged., in effect 

1. That applicant forthwith com~lied with the Order 
of DeCision No. 29889, and on July 6, 1937~ put 
into etfect1 upon an experimental baSiS, the schedule 
of tares authorized by this Order. -

2. That the revenue~ had declinod $3301 693 for the year 
1937 ~s compared to 1936; and at the rate of approximately 
~356,OOO for the last six months of 1937 as compared with 
similar period of 1936. 

3. 'l1}'...nt for the year beginning :\~rch 141 ~9381 applico.nt f:J 
operating expenses would be increased $121,600 as a 
re~ult of increased labor rates pursuant to an agroo-
m~nt with Division 1004 of the Amalgamated Association 
of Streot s.nd Electric Railway and Motor Coa.ch Employes 
of America. 

4. That the Federal and State Social Security ~~~ tor 
the year 1938 would increase appl.icant 1 s operating 
expenses $119,310 over 1936j and, ill addition, the 
State ad valorem taxes tor the 1937-1938 tax year 
~re $24,338 greater t~ the 1936-37 tax year. 

5. That applicant has made every reasonable effort to 
red~ce the cost of maintenance and operation of its 
property, consistent with the continuation of satis-
factory service to the public; and that the revenue 
received from the t~e structure presently in effect 
is not sufficient to meet the greater cost of wages 
:?nd taxes. 
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In th1z supplemental application, authority is sous~t 

to put into effect the tol1owing tare structure: 

Cash fares in San Francisco, other th~c on 
1.nterurban cc.rs, with :free tro.n:zters· •• 

School children (S~ Francisco), with free 
transfers to other linec or the company, 
:for continuous travel i~ the same general 
direction • • • • • • • • • • • • • • 

Sund::t:; and Holidc.y Pass, for use in San 
Fr~"'lci5CO • • • • • • • • • • • • • • • • 

South San Pr~c!sco line • • • • • • • • • 

7 Cents 

20 rides tor 
70 cen~ 

25 cents 

7 cents 
San Mnte 0 line • • • • • • • • • • • • 7 cents where 5 cents is 

Charged at present, and 
no change in bals.n ce ot 
present fare structure. 

Applic~~t estimates tr~t under this fare structure, its 

revenue v;11l be increased ~~5S0,OOO per year; it is not at this time 

seel~ng a fair return on its 1nvestzent. 

~urther public hearings were conducted in this proceeding 

at San Francisco April 1St!:. and 15th;, 1938. upon the co::.p1etion or 
c.pp11c$nt'S presentatioD1 it requested authority to put i~to effect 

im=.edic.te1y the rato str~cture proposed in the supplemental applica-

tion, alleging that due to its stressed financial condition it could 

not await rulY prolonged investigation which would have the e£tcct of 
forCing the company into rcceive~~hip. 

The ma.tter of gra."'l tine a.."'l interim order was argued before 

the COroxission en benc April 25, 1938. 
APPLIC.~~TTS SnOW!NG mr SUPPIZMENTAL P..PPLlCATION 

Tho re:Julte of applic~"'ltfe operation durins the past three 

ye~rs nrc shovm on Exhibits Noe. 12, 13, and 14, which were introduced 

at the he~ring held April 13, 1938" and !'ro:n which the £ollowing 
tabul~tion is t~on: 
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, , 
I I t e Jil 

OPERATING INC~tEl 

Railway Ope~ating Revenues 
Railway Operating Expenses 

Not Rev~nue .. Rhy. Opere 

Taxes Assignable to Railway 
Operation 

Operating Inoome 

TOl'AL Nv}I"OPmATIl~ D~OME 

Gross Ineese 

TClrAL DEUJO'l'IOnS FReU 
GROSS INCa·fE 

Net IneOOle ** 

------------_._----Exhibit No. 12 Exhibit 110. 13 I Exhibit No. 14 I 
I For 'l\\-ebe Months Ended For Six M'Ont"hBYilded---:---Yor 'l'hl''o"e lroniiis Eiide-d--, 
, ,-" J , --.-- " ---I 
• J·!ar. 31.1- 19~..-L!!ar. ~193'l , De 0 .... M,;t 193.7 . .1. Deo. 3~l:.9_36 I Ka.r. 31" 1938 I }~r. 31._1~3_7 __ , 

$. '1,116,146.49 $ '1,422,780.06 $. 3,609,010.15 $, 3,'16'1,245.'78 $ 1,668,90'l.00 $ 1,745,483.14 
6,01'7 1069.21 
1,099,07'1.28 

51915,524.66 
1,507,2550 40 

_3,030,538~ _~'?1J5~ 
576,471.30 809,713.53 

1,469,897.11 
- -199,010.03 

--1....L4±4, 358 .• 1.0 
301.124,44 

_416,254._88 ~.34.J6:;O.t65 2.°1 1408.54 1581800.42 1.14.1:179•8 '1 __ 100,666. '14 

$ 682,622.40 $ 1,1'12,556.'75 $ 3'7'1,062.'16 $ 650.853.11 $ 84,830.16 $ 200,457.'70 

$- 7,550.~ e '1 1°67.01 $ 3!86~.62 ,$ 3,5'1'1,_52, 1---1-.86'1.39. $ 11'12~ 

$ 690,372,82 $ l,179,62J.76 $ 380,931,38 $ 654,430.68 $ 66,697.46 $ 202.182.36 

$- 470,129.99 1-.. 5061699.17 1- 23'1,720.15 L 252,9?6'3!3 $ _1171164,61 $ .125 1,149.44 

$ 214,242.83 ~ 672,924,59 $ 143,211,25 $ 401,454.30 $ 30,467.15* $ '1'1,032.92 

--

.. Denotes Red ligures 

,. Exolusive of annual depreoiotion of ~5OqPOO.OO 

e 
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The Mnrket Street Railway Company has $31,,926,,4·50 of 

stock outst~ding. Tais stock consists of the following: 

0.. 
b. 
c. 
d. 

Prior preference stock ••••••••••••••• 
Preferred stock •••••••••••••••••••••• 
Second preferred stock ••••••••••••••• 
Common stock •••..•••.••••••••.••••••• 

$11,,750,,000. 
5,000,,000. 
4,,700,000. 

10,,700,,000. 

No dividends rove been paid on fl..""!y class of stock during 

the past fourteen years. 

~~e fuoded debt of the company in the bands of the public 

on Febr~~ry 28" 1938" is reported at $4,,930,221, and consists of 

(~4,,878,OOO ot 75; bonds" :;~4l,39l of 6/G notes due The J. G. Brill 

Compony" D.:ld :,~;10,,830 of 5~ notes due The Twin CO:l.ch Co::npany of Kent" 

Ohio. In o.ddition" the COI:lPa.""!y :ust pay 77; interest on $2,240,,500 

ot first mortgage bonds now in the sinking fund. 

The comp~,,"!yts outst~~ding bonds were issued pursuant to 

the authority granted by Decision No. 13130, dated Pebrua~ 11" 1924" 

in Appl1cntion No. 9726. In that decision the Co~ssion author1zed 

the co~pany to 1ssue $13,000,000 ot first ~ortsase 7% bonds due Apr11 

1" 1940. Of these bonds :~5,,853,,500 have been acquired by the trustee 

a.."'ld cancelled, and \~28,,000 are in the co:lll'anyts trea.sury. Under the 

trust indonture oocuring tho pay,mont of the bonds~ the company must 

currently pay to the trustee tor sink1ng fund purposes the interest 

on the bonds held slive in the s1nking fund" the proceeds realized 

trom the sale of mortgaged property, and, in addition thereto" ~~75"OOO 

quarterly. Some of the indebtedness referred to below was incurred 

to meet s1nk1ng ~~d pa~ents. 

T;~e company has not beon able to retund its 7% bonds with 

bonds carrying a lower coupon rate. 

Mo.!."kot Streot R~.i1~y Co:n:po.."'lY 1s indebted to the Vie1ls 

Fargo Bank & Union ~st Compo.ny in t:!:le sum of ~~175"OOO with interest 

nt S5~ ,Per annum, and to the A:cg10 Ca11:or:nla Xational Bank :tIl the sum 
of $300,000 1 with interest at 4% per annum. It owes the Standard Gas 
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snd Eloctr:1.c COInp",n,. on open account $867, 492.26 .. o..."'ld the Pncitic 

COos and El~'ctric Comp:lny for electric enerf!3 $598,,396.07. 

According to the to~tir.lony of SaI::l.::.ol Kahn .. it po.yo interest 

at the ro.t~, of 6jC per fl!'l::rU1:l on the 3..":lount onng the Standard Ca.s and 

Eloctric Comp~"'lY and the Pacific Gas o.nd Electric Company. 

Exbibi t ~:o. 12" filcc. i~ this proceeding" sho't'ls that tor 

t~e year ended i.:3.I'ch 31" 1938" the interest on the company! s funded 

debt EU'ilounted to ~;3S7" 734.18" and the i:l.'t;er,~ct on its unfunded dobt 

amounted to $91,531.84. The interest on the funded debt does not 

include the interest paid o~ bonds in the sinking fund 't'lhich" ~or 

the yoa.r endinG Febr~~-r 28, 1938" is reported at $134,583.75. 

The record zhows that the company has siven consideration 

to 0. n~be~ of different fore structures" viz." a six-cent f~o" a 

seven-cent tare (cash) with four tokens for 25 cents" 0. straight 

7-cent co.o11 fa!"e.. s...."'ld zone tare. 

Tho result of the ~tudy dealing inth the six-cent basic 

fcre is shown on Exhibit No. 23" filed at the hearing April 15" 1938. 

Th:i.: shows that tho company cotir.latcs" '.lnder such 0. fare" tha.t its 

earnin3s would be decreased slightly ove~ ~500"OOO per yoar. Exhibit 

No.6 shows the result of the study dealing with ~ seven-cent tare, 

wi th four 'cokono for 25 cents. T'.a.1s exhibit was filed April 22, 1937" 

previous t10 the time the Co:::IOission authorized the compo.ny to put 

into effect a charge of 2 cents for a transfer" and shows tho estimated 

increaso wi th suc~ tare to be sli,sht1y over ~~350"OOO per year. 

'With respect to the study de~ing with the astimated 

results of o~rat10n on a straight seven-cent tare" EY~1bit No. 17" 

filed April 13" 1938" shows that the est1m$.'1;ed increased revenue 

undor this faro strucJ~re would ~~ount to nearly $550,,000 per year. 

Mr. Ka..."l."l" president of 'I;he ?1arket Street R~ilws.y , stated 

t:ut t in mak:ing the ost1::w.tes for both the straight six-cent a.'ld 
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and sovon-cent fares, he hac applied the same diversion factors in 

each case. In other ~OrdS, he assumes that there will be no more 

diversion or diminution of travel on his lineo as a result of un 

1ncroase of 2 cents than there would be with a one cent increa.se 

over the bo.o1c five-cent fare err. p. 216). 

Applicant also gave conSideration to n zone form of fare 

and reached the conclusion that it was undesirable and unworkable 

in the C1ty ot San ?r~~clsco, principally tor the roason tbat the 

o.vera.ge ride 10 co:npo.ratively :hort o.nd the problem of collectins 

fares under this plan would be practically impossible, particularly 

during times of peak travel, and tor the further reason that some 

of the lL~~s are oporated with onc msn , which further co:np11cates 

the problem of oporo,'cion on n. zone fare plo.."'l. 

r~:r. Kahn !\l.rther testified tr..st if all tbree local street 

transportation systems serving San Francisco ~'lere put on the s:::une 

bas1c fare, each could operate profitably on a six-cent bnsic fare 

(T!'. p. 210). 

Counsel st9.'/;ed (Tr. p. 252), that although none of the 

above esti~te: met the company's immediate requ1re~ents, ~ount1D3 

to $680,000,(2) it was w111ing to acco,t a seven-cont bas1c fare 

OD at least a tr~al ba:1s. 

POSITION OF Tr~ CI1~ AND COUNTY OF ~~ FPANCISOO 

Counsel fo~ the Cit7 of s~ Francisco stated that: 

t1 the Board of Supervi~ors of the City and Coun ty of 
San FranciSCO directe~ the City Attorney of San FranciSCO 
to appear before the Cor::nniszion and to 02=>po:e, one, an 
increase of fares fro~ the preoent rates charged, and, 
seconclly, to vigorously oppose s:tly zon1ng proposition 
that ~~ be advanced. D 

(2) uS.o we have, then, the d.eficiency i:o operating 1:ocome of 
$489,000 odd; the necessity of paying additional wages of 
the ~e:o of $120,000 odd; the necessity or paying additional 
Social Security taxes in the sum of $45, 000 odd; the personal 
property t~~es in the ~ of $24,000 odd, making a total of 
$680,000 odd, or something in excess of $56~000 per month. n 
(Tr. p. 247). 
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The City contonds that the co:nps.ny could better :!.ts 

financi~l position by effecting operating economies th:ough the 

climL,ation of certain lines. Fur the r=ore I it is conteneed that 

the revenues co-..::.ld be increased 1.f bet'!;er serv1ce were prov1ded 

on so~e of the lines. 

COIIJCLUSIO:~S: 

A roview of this record le~d~ to the conclusion that a 

financial omergenc:r e"~3ts With respect to the :Market Street 
Railway CI~:ClpanYI and tb.::l.t 1t would not 'be in public interest or 

fair to t~ company to deny applicant ~~ opportunity to try out 

some dii'f~~rent form of fare structure at this time. 

T'ne Comr'...1ss ionl in s aid Decision No. 29889 1 pointed 

out that: 

"Local street transporta:l;ion in Soo Francisco is 
difi'~~rent in 3. n1.U7lber of respects from that ot a:tly other 
city.in the Statol particularly as to the riding ~bit~ 
averl;\.ge length of ride l n..""'ld co:npetit1on which in'volves 
threl~ local street rail systeI:lS in addition to jitney 
bussl~s. 

It is apparent that ~~y increase in fares on applicant's 
linea will result L, so~e diversion ot tra!f1c to the l~es 
of 1'1:;s co:npetitors. T'.c.e a:nou..""'lt ot such diversionl however, 
will be moro or les3 in proportion to the volume of increase 
in fllres. It is obvious that such diversion of traffic :es.ns 
t~t the re~in1ng riders ~st not only make up for this loss~ 
but also contribute to an added gross revenue it this carrier 
i~ t,o earn its incrcaoed operating costs l and also mu.st neces-
sarily result in some inconvenience to the ~iders who seek 
other me~~s of transportation." 

The above conclusion ~~S ~een vindicated by the exper1-

mental fare of 2 cents charged tor transfer. We cannot agree with 

~pplicantfs conclusion tr~t there will be as much diversion with a 

su-cent 'basic fare as with c. seven-cent one. On the other hand" 

it is our conclusion tr~t the diversion will ,be zubstantially :nore 

with thebigher tare; sJ.so" we cannot entirely ignore the jitney 

competition in Sm Franc1scol where there are now some 136 jitney 
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busoes operating under per-~ts from the City and County of San 

Francisco, ~~th a ~are o~ 10 cents.(S) Tonie operation, in direct co~-
petition '\'lith the Market Streot Railway Company, will be m.o:-e severe 

with a straight seven-cent fare than will be the case with a lesser 

L~ viow of the fact that app1icnnt hac not de:onstrated to 

our satisfaction that the straight seven-cent basic !are is preferable, 

from tho standpoint of both the public ~d the company, to the one 

proposed in its original application, i.e., seven cents cash fare 

with four tokens for 25 cents, it would seem reasonable to eoncl'Ude 

that if all applicantfs est~~tes are based upon the same d1version 

for the different fares, it ~.ght well be that the seven-cent cash 

and token fs.:-e structu:-o will Vlo:-k not only to tho advantago of the 

company b1lt will certainly be to the advantage of the patrons or this 

line. ~ne token use also has the advantage of popular appeal as well 

as aiding in expediting the sf.lrvice through the use of a single coin. 

A careful review of this record leadS to the conclusion 

t~t applicant should be authorized to put into effect a basic tare 

of seven cents c~sh" \~th four tokens for 25 cents, w1th the under-

standing that the proceeding will be held open for further invest1-

sation and study, and it upon a more complete record 1t appears 

th~t this tare structure should be changed, such an order w~ll be 

entered. 

~111le this order does not direct applicant to ~ke any 

service changes in its operation, this is a matter wbich v~l also 

oe held open for further investigation. 

(3)Kabn: nFurthermore" if the !1~J.:l1c1pal, or rather, if the City 
oper:a.ted the co:bined systems, r am ssti::;fied tb.at the jitney 
cOIlll>eti tiOD, which we have to endure at th1::; time" and b.a.ve 
had to endure for many years, would soon fade from the pic~e. 
The jitneys operate in co~pet1tion with our lines but Dot 
those 0:: the Kunic1pal RrdlVlay 9.Ild I am of the op1nion that 
the jitneys depriv~ us of revenue of more than $200,000 a 
ye~r. The last count of the n~er of jitneys operated 
approxima~ed 140.n (Tr. p. 208). 



~~ representative of the Eact Bay Street Ra1lwayc~ which 

prov1~e3 local transportation service in tho East Bay cities~ test1-

:'1ed that if o.pp11ca.."lt used a tol~en o1."1l11a.r in size .:uld o.ppeara..'"lce 

to the one ~mployed by the East B~ Street Railways1 it would result 

in considerable confusion 1 as w~ll as materially affecting revenues 

of that co~pany because of the fact that tokens on that system are 

sold ut the rate of seven for 50 cents, or 7.14+ cents each, whereas 

applicant proposes to sell its tokens at the rate of four for 2S 

cents~ or 6~ cents each. It is obvious that if the use of appli-

cant's tokens on the lines of the Ea.st Bay Streot Railways exceeded 

the use of the East Bay tokens on spplicantfs 11001 and they were 

redeemed at the respective oolling prices, it would reduce the 

rovenue of the East Bay carrie~ to the extent of the differential 

in tho C03t 0'1: the tokens. This 'Ilppoa:"s to be :l matter of consider-

able i=portance if both co~puniec are to operate ,11th tokens. Since 

it will be necesoary tor the :i:arket street Ra.ilway Company to revise 

its fare bo:ces to :lccom::lodate the token fa!'e , it o.ppears proper 

that it should adopt a form ot token that would not mater1o.1ly affect 

the operations of the Ea:;t Bay Street Rcilways as a result of the use 

of applicant's tokens on the lines ope~atins in the East Bay. Zhere-

fore l the Co~~ss1on will re~uiro applicant to submit, ~o~ approval~ 

the ro~ ot token it proposes to usc, previous to establishing a. 

token tare on its ~ste~ 

The following fo~ o~ Order is recommended: 

OP.DER ON SUPPLE:.,lENTAL APPLICAT!ON 

Ma.rket Street ~d l ... ;o.~ Company 1 b.o..ving made supplemental 

application for an order ~anting authority to turther incroaso the 

ro.to of fare upon its street car lines o~eratlng in the City ~d 

County of San Francisco, ~~d also in the City of South San FranciSCO, 
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• 
s~ Mateo County, public henrings hAving been held, and the 

Comm1ss1l;)n being apprised of the facts" 

IT IS BEP.EBY OBDERED that ~~arl~et Streot Railway Company 

be and i·~ is he:-eby .:lutho:-1zed to file Vii th the Commission" and 

put into effect within thi:-ty (30) days from the effective date 

of this Qrder, upon not less than five (5) da.ys' not:i.ce to the 

Co~ssion and the general p~blic, the following schedule of fareo: 

Fo.:-es in So..."'l Francisco, other tho.Il on 
1ntorurb~"'l cars, with free transfers 
(Tokens shall soll at the rate of 
tour for 25 cents) ••••••••••••••••• 

School children (San Francisco), with 
free transfers to other lines of the 
co~eny for continuous travel in the 
same seneral direction ••••••••••• ~ •• 

Sunliay and Roliday Po.ss, for use in 
San Francisco ••••••••••••••••••••••• 

South San Francisco line •••••••••••••• 

San 1.~o. te 0 line ....................... . 

7 cents cO-oh, or 
one token. 

16 r~des for 50 cents. 

25 cents. 

7 cents cash or 
one token. 

7 cents cash or one 
token where 5 cents 
is charged at present, 
and no cb.s.nge in the 
balance of present 
fare :;: truc ture • 

This tare structure to oe in lieu of and supersede the fare 

structure now in effect. 

IT IS EEREEY :E"'URTr.::E..~ O?..DEF.ED that the size and design of 

token applicant proposes to employ shall have the Commission's 
approval prior to the t~~c it is ofrered for sale to the public. 

The Commiscion reserves the right to abolish, modify, or 

c~~ge from time to time, by fOrmAl order" the rates of fare 

above preoer1bed, and to make ouch further orders as to 1t may 

seom right nnd proper. 
For all other purposes, the effective d~te of this order 

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

The foregoine SUPpl~ental Opinion ~nd Order are hereby 
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approved ~d ordored filod as the Supplemental Opinion and Order 

of tho Railroad Co~~s$1on of tho st~te of Californ1~. 
u~ Dated at San F::-anc!sco", California,. this __ ~I-_____ _ 

da.y of MIlY", 1938. 

Com::n1ss1oners 
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