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® | J

Gilbert Ferrell, District Attorney for County of San
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D. We. hult, City Attormey, C. F. Renolds, Traffic Mansger
of Harbor Deportment snd H. D. Fanfels, for the City of
San Dliego.
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r~C. P. Reynolds, for San Diego Chambor of Commerce and
San Diego County Board of Supervisors.
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BY THE COMMISSION -

OPINION -
In this proceeding Tom Morgﬁh,‘doing business undefhthe
fictitipué name of Pilckwick Bus. Company, requests a 'certificate
of public convenlence and hocessity au%horizing the transpor -
tatién.éf'passongers and iaggage betweon San Franclisco and ’
‘Oaklhndﬁon the one haﬁd,'and Los Angelos (including Hbllywooa)
on the other.. -

»

The application, as amended on October 17, 1956, Pro =
boses what.aﬁplicant torms. "a cormmon carrier limited trans—
portation service.” . The séeciri& limitations proposed by

applicant are:

L. Two s3chedules each day between thé to L;

2. A maximum of six busses to be used, four to
walintein the two schedules, and the other two uséd as stand=by
equipment at Saﬁ Féancisco and Los Angeles;i

5. The operation of a typé of equiﬁment, costing ap-
proximately $3000.00 each, with stationary, unadjustébie,'
reclining seﬁts, which“equipment, it Lz claimed, will be
lish?er,msmaller, slower and less cbmfortablé than the -
Z6-passenger crulser bus used by the Pacific Greyhound in
Californlsa. }‘ N
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Le XNo sexvice from or to points intermediste to

‘the'tezmini.

The fere proposed is $5.00 one way, and $9.50 round

tripe.

‘This 2ppllcation was consolidated for hearing with the
'ap§liqat£ons‘of the Santa Fe Transportation Company, |
Nos. 20170, 20171, 20172 and 20173, and with the application
of vhe Pacific Grevhound No. 20237, all of which were de =
cided by this Commzs e on by Decision No.30790 of April 18,
1938. |

The granting of tho applicetion was protestéd by the
Paciric‘Greyhound, Southern Pacific Company and othors.: The
Sante Fe Transportation Company snd The Atchison, Topeka &
Santa Fe Rallway did not protest.

Prior to the taking of testimony in this proceeding,
motions to dism&ss and abate wore filed by Pacific Greyhound

on February 2L, 1936, and concurrod in by certain other pro-

Testants herein on the grounds the Commass;on was without
jurisdiction, wader the provision of Section 50l of the
Public TUtilitles Act, to grant the cortificate uoughz.
These motions woere denied by the Commission on March 16,
1936. At the conclusion of tho hearings on Jume 25, 1937,
Pacific Greyhound made & final motion %0 dismiss. This
‘motion was taken under advisement by the Commission. In
view of our conclusions herein, it will be unnocessary to
Pass upon the motion.

Applicant contends his dodication of service is sololy
to that part of the public vhich demands and requires a
service inferior and cheaper than that now rendered by any
common carrier. His whole case resfs upon the thooxy that
bocause there 1s o subdbatsntial amount of travel by the

so-callod wild-cat sedan carriers (hereafter referrod to as

He
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sedans), opoerating illegally, ( ee In Re Inves igat;on into

the onerations of Sam Analora, et al., Dec¢a¢on No 30950,

of June 6 1958), ne will be able £o obtain, throuua the
nedium of a ‘5 00 fare, at least 75% of this buuine s without
| diverting urarfxc from the ccrt;ficated bus and rail carriers
Approx_mately forty of the sedanu oporate on an average
© of two round trips per week, carrying an average of S persons
each way per trip. bespite the efforts of local and state
agencies charged with the enforcement of the Various acts
walch are boing violated, this dusiness nas flourished.
| Transportation il surreptitiously furnished through the
medlum of so~called travel buresus, usually‘located at some |
second or talrd ciass hotel, working in coﬁjunctidn with ;
operators of second-hand sedans. The travel bureﬁus are
operated by persons kmown as “booker;,“ wno obtaln pa¥~en -
gers by advertising tae sodanfservice In the dally hew papers,
in the classiflied sectlon of the telephone directory, by
outdoor adver*’ﬂin¢ d;uplayed at the travel bureaus, and. bj
distributing dusiness cards. Tao passengers are ord¢nar¢ly
gathered tosetheb, pending o trip, at hotels vhere the travel

»

bureaus are located.
The methods pursued by the travel bureaus and sedans,'
the unsafe equipment used and the abuses which the public

Huf*e“ are fully descrkbed in the Commission’s Decision

No.50950, supra, waerelin we ordered th¢rty‘five (35) 6flthqse

lllegal operators o cease and desist thoir operétiéns.

At the time this application was filed, the prevailing.
fare of the ued_ns was “5 00. Since then 1t has béeh“ré -?
duced o $h,oo ané, in some cases, to %5 50. Appl;cantf~?
propozed fores of w5 00 one way and %9 50 round trdp will |
attract at dhost only on ;nsign;ficanﬁ part or the sedan trar-

If applicmmt, at his proposed fares, 4s able %o
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obtain sulficlent patrénage“td maoke his operatlons profitable,
the major part of tho traffic would be diverted fLfrom the
Greyhound. While 4t 1s true that!the type of equipmen; hoe
proposes to operate is smaller and lighter +than the equipmenz
ordincrily operated by the Greyhound, the squipment as do -
scribed on Exhibdite9 and 10 is attractively designed to pro =
vide most of the comforts afforded by thoe larger dusses. It
canmot be zald that it would be distastoeful to the traveier
wao, because of financial necessity or an unwillingness'fo pay
more, desiﬁed to avall himself of the lower fares offered by
applicant.  Applicant 4: a Linancially rosponsibio, expey -
icnced bus oporator wko would undoubitedly take falir advantage
o: his opportunity and popularize hls service by correctly
advertising it a3 a dependable service rendered in modern .
equipment, operated under the jurisdiction of the Raflrosé Com-
mission, with adequate insurance protection to the passongers.
Tne service could not fall to be attractive. |
Although applicant znas made no offer to establisk a fare
comparable with that of sedans, namely $L.00 each way, the
Commission could grant this cortificate conditioned upon appli-
cant malntaining & fare not in excess of that smount. At on
equality of fares, the bulk of the sedan business wndoubtedly

would zo to applicant. But there iz no azsurance, nor could

there be any, that if applicant establishod & $L.00 fare, the

scdan operators would not reduce thoir fares. Indced, past
nistoxry hes showﬁ that whenever therc nas been a reduction in

the fares of the certificated carrier, there has boen a re -
duction Lin the sedan fares.  The last reduction of the Groyhound
from $8.00 to $6.25 was followed by & reduction in the sedﬁn fare
from és.oo to ﬁh_oo. ‘Eventually there will be a nadir below
which:the sddaﬁ fares cannot go, but this nadir wiil not bve

reached as long as obsolete and fully depreciated equipment may
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be obtained and the irresjonsible wild=cat operator able to
obtaln something over and above kls actusl cost of gasoline
and oil. | |

At any fares loﬁer than »ropoased, applicant's competition
with the Greyaound will be intensified. Appiiéaﬁt could
operate at a profit at less than his proposed fares as he has
dedicated hls service to the Seream of the trafflie®™ «  the
long haul husiness between twoqpopulous conters With no dedl -
cation to‘pandle the less desirable short haul frarfic between
the termini. At a wh,oo fare, the traffic walch would be |
attracted Lo appl;cant'* service would undoubtedly erceed the
capacivy of his equ;pment. Althouzh applicant has offered
o restf;ct nis ervﬁg? 83 o tne equipment, number of schedules,
and time In transit, .he has not done so willingly, tas s
comnromiwe moasure after nis original application was f*léd; tqu
Lessen the force of tho protects agalnst the grant;nc of the
applicat;on. An attractive certificated sexvice, such as
applicant could offer to the public at low fﬁres, would event-
ually lead to a public demand for an augmenﬁgtidn of the service.
Unless all the public who offered themselves for transbortatiog
to this carrier, wllling and firnancially able to provide the
service, wero accorded the same beneflits of a low fare, the
Comission would be compelled to permit the enlar¢ement of
applicant's cert;ficate, or be placed in the anomalous pos;tion
of requ;ring 2 common carrier to withhold from & portion of the

publ;c the beuefits accorded to others aimilarly s;tuated. .

(L) - Via the -Coaat route, tho proposed runn.s.nu timo 45
1l hours, 30 minutes, and via the Valloy route 1l houws.

Some of the Pacifle Creyhound's schedulos are faster, while
some are sub.tant;ally the same, or slowor.

be




 Applicant characterizes his semvice as second class. A

service 30 designated at low fares is not wauswal nor new in
principle. Indeed, the Crevhound, through subsidiaries, hac
long maintained such a designated service between ?obtland and
San Franclsceo and othor interstate points. Tho rall carrioers
also malintain lower fares for travel In coach and tourist
Pullman cars thon concurrently applicable in standard Puliman,
cars. |

Service, designated as second class, Insofar as it in -
volves the accommodeations offered, and the comfort to land
pacsengers, Ls largely flictlion. The Southern Pacific Company
operates such a fictlonal service between San Francisco and Los
Angeles with the commodlous streamlined Daylight Limited. Not
only is this train designed to pro#ide the utmost in comfort to
the passenger but it maintains a faster schedule then the trains
carrying the so~called Lirst class passengers.

In the final analysis, the reason for the so~cslled
socond class szervice at thé lower fares 1z simply $0 provide
the means <o obtain what the traffic will bear. In the true
sense, the service is not always materlielly inferior. ;ndeed
Lt may be a zuperior scrvice. The lower fares are designed
$0 stimulate, attract or retalin traflflic which iz unablo financiale
1y, or unwilling, to pay the higher fares.

In deciaing this mattor we should strip this application
of all its fiction and determine 4if public convenience and
nebessity warrant the estoblishment of lower fares betweon
San Francisco and Los Angeles.

At the ftime the aﬁplication was filed, the one~way fare
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of the Greybound was $8.00 and the round trip fare - %}}5-55-
The coach fare of the'Southern Paciflc Company was $9;h7 one
way snd $14.00 round trip. Since then the Greyhoﬁnd fares
have heeﬁyreduced 40 $6.25 and $lL.25 respectively. No
change hasc yet beon méde in the‘fares of the Southern Paciflic
Company. In our Decision No.30790, supra, we authorized the
Santa Fe Transportstion Company to establish a coordinated
and integrated rail and stage service in conjunctlon with
The Atchlson, Topeka & Santa Fo Rallway for the transportation
of passerngers and thelr baggage between various points In
California, including & service between San Franclisco and
Los Angeles. The basic fares roquired by the Commission
were 1% cents per mile for one way fares and for rownd trip
fares 180% of the one way fare , such fares to be computed
upon the shortest avalleble mlleage. The fare betwoen
.San Francisco snd Los Angeles will be $6.00 one way and
710480 round trip. This is admittediy,a low basis of fares.
ﬁe sald in the Santa Fe declision:
UThe Lmsuguretion of the proposed coordinated and
.dntegrated rall-bus service by Santa Fe, upon the
bazsis of these roduced fares, will likely afford
the competitive force which will bring the fares
of oxisting common carrlers to the same relatively
low basis of parity. Such a result affords 2

commanding reason, in the public interest, to warrant
the granting of the certiflicates sought herein.

1’

The future operation of these competing carriers will
demonstrate the full measure of the success and wis =
éom of the proposed fare siructure. If this operation
results in higher net revenuves to tho carriers, then
sreat public benelfits will e reallizod through the
noney saved In the cost of transportation. If this
operation demonstrates results that are adverse %o
the carriers, thne trial of the same will have accom=
plished permonent and far-reaching beneflts to. both
the public and the carriers, because the competing
carriers, spurred by salutary competition, thereafter
will conduct their services in harmony with the '
pattern of the proposed offer, to wit, furnlishing the
cheapest possible transportation consistent with the
highest obtainable net rovenue. These beneficent re~
sults will be accomplished irrespective of any future
tendency in operctive cocts and economic condltlons.
The 1% cents per mile fare may not endure.
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TNovertheless its trisl will redound to public
.Interest. If it is found remumnerative and success-
ful, 4t will endure to the enhancement of public
interest. If 4t iz found imsulficient and uwnsuccess-—
ful,, its. competitive influence should endure to :
safeguard the public against excessive rates, which
will also work to the enhsncement of public interest.®

-~

The competitive farés of the Santa Fe Transpoétaﬁion
Compan& and The Atchison, Tobeka &'Sénta Feo RailWay will
e met'by both the Creyhound and Southern Pacific Company.
Thus, we wiil have in California lower fares than ever'exigted
neretofore. To blace'in the fleld another compétitor‘ﬁetween
San Francisco and Loz Angeles, who has dedicated‘hié s02Tico
o onlyvthb most désirablé traffic, would result in ei@her a
serious diversion of traffic from the carriers who also pPro=-
vide service for the less desireble traffic or it will;
throggh forcp o: competition, break down an alfeady léw and
Aﬁntfied ;are structure: - |

Tﬁé Gfeyhound has stated 1t will meet the compeéition of
applicéét. It brobably woul& not 4f the competitiog were -
trmaterisl. But 42 1%t wore material, as we beliove it would
be, the CGreyhound would be forced to do so. The Santa Fe
and Southerr Pacific would be compelled to follow the same
course. And‘the reduction of fares would be not only
between’the Sermini but at intermediate poinxs;as.weil~t6 avoid
departures ILrom the long andlshort navl provisions of the
constituﬁion and the Public Utflitles Act. Whether fhe' -
present or prospecﬁi#e carriers in the‘field would.-be eﬁabled
to perform an adequate service for the enxire traveling public
under a lbwer fare structure is wnlikely wnder preéenz con -
ditions. These easoential serviées ﬁhould not ve jeopardized.

Uéon’oonsideration of all the‘faéts of record, we aboA

of the opinion and so find thatrpubiic convénienqé and necessity’
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do not requirb applic&ntfs prdpqsed service. The appiication
will bYe denioed.

ORDER |

TZE RAIiROAD COMMISSION OF THE STATE OF CALIFORNIA HEFE-
BY DECLARES that public convenioence and necessity do not
require the esfablishment and operation by Tom Morgan, doing
buginess under the fictitious name of Pickwick Bus‘Company,
of an automotive passenger stage ser?ice, as that term is
defined in Section 24 of the Public Utilities Act, for the
transportation of passengers and thelr baggage between
San Francisco and Oakland on the one hand, and Los Angeles
(irneluding Hollywood), on the other, thorefore

IT IS HEREBY ORDERED that the above entitled gpplication

be and 1t Is hereby denied.
~ .
Dated at San Francisco, California, this é&g 6’<day

of June, 1938.
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I dissent from the foregoing Opinion and Order. XHaving
heard the evidence In the within application, and having reviewed
the same together with all of the briefs flled in tals proceeding
and the several associated proceedings, I wrote and recommended
for adoption by the Commission, the Opinion and Order which I
belleve thls record justifies. With the slight modifications that
are nNecessary %0 express my language as emanat;ng Irom nyself in-
dividually, I leave this document with the Commission in Its
entirety as ny dissenting opinion.

Applicant Tom Morgan, doing business under the Lictitious
name and style of Pickwick Bus Company, has come defore this Conm-
mission and requested by Application No. 20281 a certificate of
public convenlence and necesslity for the transportation of passengers
and baggage between San Franclsco and Los Angeles, by means of
equipment, fares, and schedules which were designed to 4istinguish
his service as second and inferior in class to that which is now
being rendered by common carriers occupying the flield. On OctdSer
17, 1936, said applicant filed his Amended Application.

This application was consolidated for hearing with the
spplications of Santa Fe Transportation Compeny, Nos. 20170, 20171,
20172, and 20173, vhich Included in thelir comprehension, & proposed
competitive service with Pacific Greyhound Lines (hereinafter in
this decision referred to as Greyhound) between San Francisco and
Los Angeles; and sald application was likewise consolidated for
hearing with Greyhound's Application No. 20237, which was filed as
& defensive measure t0o the sald four Sante Fe applications. A1l
02 these five applications last numbered, were éecided by this
Commissicn in Decislon No. 30790, dated April 18, 1978.
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Before any testimony was taken, motions to dismiss and
abate were flled by Greyhound on Fedbruary 24, 1936, and were coz-
curred In Dy certain other protestants herein; after two aays
(March 3, and %, .2936) of oral argument thereonm, sald motions were
denled dy the Commission, March 16, 1936. A finsl motioz to dismiss
was filed by Greyhound at the conclusion of the hearings on June 25,

| 1937, and was taken under advisement by the Commission. Hearings
upon the within proceeding were concluded upon the latter date, were
thereupon submitted on brlefs, all of which have been rileq in

behalf of applicant and protestanta,'and the matter I1s now‘rcgdy

for finsl determination.

Applicant proposed, subject to the approval of this Com-
misslon, to limit his service to the maximum carrying capacity of
six duses, each with 2 seating capacity of 25 rassengers, no jump
seats and no standees were t0 de permitted. Four of said buses were
to be responsive to the regular schedules with one of the other two
avallable at each terminal as stand-by equipment £or an overflow
Or passengers. Each bus was to cost $3,000 and was designedly lighter,
smaller, slower, and less comfortable than the 36 passenger cruiser
bus use¢ throughout California in commection with the Intrastate
sexvice of Greyhound. The seats In applicant's Proposed equipment
were t0 be of 2 statlonary, unadjustadle, reclining type. Applicant
contended that the duses he proposed to operate in this service were
speclally designed t0 permit an operative cost lower than that
cormonly experienced In the operation of larger buses used by Grey-
bound. The proposed service was t0 be financed, owned, managed, and
operated by Mr. Morgan, an experienced bus operator.

The service proposed was t0 consist of two schedules dally

in each direction between San Frencisco and Los Angeles, one via the
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Coast Route over U. 8. Highway No. 101, and the other via the Valley
Route over U. S. Highway No. 99, the former to be a day schedule
and the latter a night schedule as follows:

Coast Route - U. S. 101
Distance 444 miles

Departure Arrival

San Franclsco 8:30 A.M. Los Angeleé 11:00 P.M.
Los Angeles 8:30 A.M. San Franclsco 11:00 P.M.

Total travel time 14 hours,30 minutes

Valley Route -~ U. S. 99
Distance 402 miles

Departure Arrival

San Franclsco 6:00 P.M. Los Angeles
Los Angeles 6:00 P.M. San Francisco

Total travel time 1% hours, O minutes

The feature of schedules and traveling time presented
another inferiority to the existing Greyhound service which 1s
afforded via the Coast Route In 12 hours, and viz the Valley Route
In 12 hours and 20 minutes.

Applicant proposed 40 limit his dedication to a through

service between San Francisco (including Osklend) on the one hand
and Los Angeles (including Eollywood) on the otherkhand. Two

tickets were proposed. First, a one-way fare betwééh termini, cost-
ing $5, secondly, & round-trip fare {rom either terminus to the

other and return for $5. Chlldren between the ages of 5 and 12 years
wvere to be carried at one-half of full fare. Applicant proposed to
accept no passengers or daggage at polnts Intermediste to gbove
termini, and by stipulation applicent agreed that no passengers would
bYe hauled locally between points served by Pacific Electric Rsallway
Company and Motor Transit.Company.
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As I shall develop hereinafter in this decislon more fully,
there exists in Californis a portion of the public who demand and
utlililze a passenger transportation service which is second and In-
ferior to the service heretofore and now rendered by rall and Grey-
hound between San Francisco and Los Angeles. Approximately 240
persons are moved dally between these points dy carrlers who unlaw-
fully, are operating inferior, automotive equipment, and charging
fares substantially below those malintained by rall and Greyhound.
The single purpose of applicant was t0 furnlish a lawful and cextifli-
cated service addressed solely to the appeal and requirements of this
volume of traffic. Thls record arffords proof that these travelers
have habitually eschewed the lawful services of rail and the
certificated asccomodations of Greyhound, and have therefore com-
prised s considerable portion of the travelling public which has
found & means of transportation s¢ far removed and different from
sald rall and Greyhound services as to belong to a category that
is non-competitive therewith.

Transportation of passengers and thelr daggage detween
points within the State of Califoranls by wildcat dus and sedan
operators bas developed Into a flourishing dusiness. Such 1llegsal
transportation by nom-certificated carriers has persicted for many
yeérs despite the endeavor of State and City authorities, as well
as private motor bus oOrganizatlions, €0 stamp 1t out by prosecution
of the offenders. Eradication of these unlawful operators is At
best a tenuous and 4ifficult process when pursued by the usual
means of criminal prosecution. Passengers apprehended while avell-
irng themselves of such 1llicit service, refuse to testify against
the operator. Subterfuges are resorted to for the purpose of

concealing the identity of the bus operator and Iits owner. Cease

and desist orders, issued by this Commission, are accomplished only

.




by unavoldadle and long durations Of time, and contempt proceedings
predicated upon the viélation of such orders are difficult of
atltalnment, and by thelr very nature their realization <s long
deferred. The unlawful operators themselves are c¢haracteristically
contemptuous of the power of regulation, and the evidence herein
discloses that even when they are apprehended, convicted, and
conciude actuel Imprisonment, they often return to the active orn-
gagement in wildeat operation.

Testimony as to the lmpracticablility of elimingting wildcat
sedan operators from the field in Californis was submitted by Mr.

HE. F. Bassett, now Inspector for this Comuission, who for eight

and & hall years prior to his present employment was an Insepcion
engaged by the 3oard of Public Utilitie s and Transportation of the
City of Los Angeles. Wnille so employed by sald City, Mr. Bassett
had occasion to Investigate wildcat smedan operations and bring about
prosecutions where such were possible. He testiflied that he hsd
arrested approximtely 150 vZolators and obtaZned S0 per cent con~
victions but thsat upon release, after having paid their penalties,
those oOperators lmmediately returned t0 thelr unlawful sedan opera-
tion.

The evidence In this record Indicates that enforcement of
law in comnectfion with these violations 13 & practical Impossidbility
by utilization of the personnel and facilitles reasonably avallable
to the law-enforcing bodies at the present time, and that augmen-
tation of those facilitles %o the extent of making such enforcement
possible would entall huge and waressonable costz. This Commission
has been active In the past and is now active inm an effort +o bring
these law-breskers and wildcat operstors to justice and terminate

thelr operations. On June 6, 1938, this Commission Zssued {ts
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Decision No. 30950 in Cases 4273, 4287, and 4295, wherein it.ordered
some 35 persons toO ceoase and desist from engaging in this wildecat
practice. Combined with this saluta;y influence I belleve 1t to be
timely that the applicant be certificated in order £o furnish the
patrons of this large number of wildcatters a lawful mesns of trans-
portation at fares comparable to those which such patrons have been
habitually paying o these wildcatters. Thereby the regulatory
force of this Commission would be reinforced effectively Dy & new
Instrumentality in the fleld of transportatlion, fo-wlt, one which
would be specifiéally designed to supply & second~class passengor
bus service, and incidéntally & more dependable service than has
been furnlshed dy these wildcatters, at comparadble fares. Such a
revolutionary ¢ombinstion of events would result in the extinction
of the majority of these unlawful operators who have just deen
routed by this Conmission.(l)

It 4s In fﬁe public Interest t0 be rid of these wildcat
sedans. They operate without certalnty of schedule; their owners
and Operators assume no responsibility to thelir passengers in the
event Of any fallure incidental to this transportation sexvice;
gccidents and breakdowns are frequent occurrences enroute, resuliing
in long delays, Inconveniences, hardships, and disappointments to
the passengers. The égnipment is typically a completely depreciated
sodan automobile, espoéially equipped with a Jjump seat designed for
three passengers, and when the equipment I1Is loaded %0 capacity
there are nine persons aboard, including the driver, the eir 1s

stuffy and Impure, and riding conditions are most uncomfortable.

(I) The witness Bassetl expressed the bellef that possidly 75 per
cent of this present wlildeat sedan operation would be elliminated
by certificeting the proposed service, and that this ellmination
would be practically permanent. :
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Misleading advertisement, in the nature of newspaper
articles and business cerds, 1s promiscucusly dlistributed to the
unsuspecting pudblic; the business cards are distributed openly on
the streets of San Francisco and Los Angeles, and are composed and
worded in such manner as %o leadtthe prospective traveler to
belleve that he is avallling himself of legal transportation. In
mo3st Instances the cerds indlicate that the service i1s licensed,
wvhile some go further and state that the operation 1s conducted by
sedans licensed by the Board of Equalization. Such statements in
themselves are not uxntrue but the pudblic is not informed of the
fact that the operation 1s not complying with the law as set forth
by the Public Ttilities Act, which requires that no operator shall
Transport passengers as & common c&rriér vithout a certificate of
Pudblic convenlence and necessity issued by the Railrosd Commission
of the State of California. |

Transportatlon Is sold through brokers who charge 20 per
¢ent commission. No tickets are used in this service, and great
cere 1s exercised in collecting fares at points enroute where such
‘transfer of money 1s not likely to be detected Py Lnvestigators.
Collection of passengers commonly involves the use of several
vehicles deviously routed through back streets and alleys, trans-
ferring passengers from one to another for the purpose of throwing
spotters off the trail during the process of loading rassengers
at resr entrances of inferior hotels and establishments of question-
able character.

San Franclisco and Los Angeles are the termini between
which such wildcat travel Is practiced with little Intermediate

business. Those two clties afford s auppl& of passengers sufficlent

in Qolume to malntain in operation abéﬁt 40 sedans, each on an
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average schedule of two round irips weekly, and eack with a maximum
seating capaclty of approximately 8 persons and an average passen~
ger load of 5% persons.

Exhiblt No. 11 disclosed an estimate of the total operating
cost that Mr. Morgan expected to Incur in connection with his pro-
posed service in the sum of $.1249 per bﬁs mile. That estimate
anticipated the cost of operating buses of 22 passenger capaclty a
total distance of 56,500 miles per month and reflected Mr. Morgan's
experlence In the operatlion of buses during his supervision of the
Santa Fe Bus Company through the year 1935.

An enslysis of the actual cost of operating 96,978 dus
miles on the Santa Fe Bus Company system over s period of throe
months In 1935 was shown by Exhibit No. 12 to de $.1002 per bus
mile, or $.0247 less than the estimated c¢ost per mile as shown by
Zxhibit No. 1l. Mr. Morgan estimated & 544 per cent load factor
would De attalnadle by using equipment of 22 passenger capacity
thereby producing, at the raées Proposed, 8 revenue per bus mile
of $.1344 as shown by Exhibit No. 13. No amended estimate was
pade t0 show what effect, I any, the use of 25 passenger equipment
in place of the 22 passenger eqQuipment would have had upon ihe
earnings per mile.

Considering the estimates of cost and revenue as set forth
by Exhidits Nos. 11 and 13 respectively, there would have been
avallable & net revenue per bus nmlle of $.0095 which, when appliled
to the total estimated number of miles of this proposed operation,
would have resulted in en annual profit of $6,441.00. The margin
of profit anticipated by apblicant was not sufficient to allow any
very great deviatlion upward of fhe Operating cost or downward of the
estimated revenues. It appeared, however, that the estimates made

as to revemue and cost, based on 1935 operations, vere sufficienily
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consdrvative to result In a profit in spite of increased operating
costs subsequent to those prevalling during 1935 upon which Exhibit
No. 1l was Dased.

At the time this application was f1iled, the fare charged
by the wildcat operators between San Franclsco and Los Angeles was
$5.00 and by Greyhound $8.00. On July 1, 1936, Greyhound reduced
i1ts fare to $6.25. In order to maintain the necessary differentilal,
the wildcat fare was reduced accordingly, and the last evidence
recelved I1n this record established the fact that the most current
proven fare commonly charged by the wildcatters was $4.00 per
trip one-way, and in rare instances $3.50.

These facts seemed t0 me as sufficlient justification for
a modification in the fare proposal by the appllicant, and Impelled
the conclusion that the certiflicate which I recommended should be
graxted unto the applicant should dbe expressly conditioned upon the
meintenance by sald applicant of a2 fare which would be sufficlently
low t0 meet and exterminate the existing objectionable wildcatter
from the field. I dellieve that a $4.00 fare, charged dy applicant
(half fare applicable for children between 5 and 12 years), with
no reduced round~-trip fare, would best meet these requirements. The
greater socurilty, safety, comfort, efficlency and economy of operation
in favor of the proposed certificated service over that of the wild-
catter warranted the conclusion that the latter service could not
permanently and profitadbly survive the competition of the former.

I belleve the Commission should certificate the Iinauguration of the
proposed service as herein modified, and should thereafter wateh
sald service with an eye %o the determingtion of whether this fare
would prove sufficlently low to ersdicate wildcat operation. There-

after adjustments should de required of and made by the operator
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Morgan until finally a fare would be afforded that would be sufficient-
1y low to accomplish the exterminetion of these hitherto flourishing
and Irresponsible wildcatters. |

' The record convinced me that the protestants belleved the
applicant would have experienced a much higher load factor than 54%%
per coent. When I measured hls proposed service as modified, which
would have'operated or. schedule, and which would have afforded those
patronizing'the same the c¢onvenlences, certalaties, and protections
of & well-maintained, safely equipped, and lawfully conducted sem~
vice, against the uncomfortable, undependable, unsatisfactory, and
irresponsible wildcat service, the conclusion appesred tO me as
Inescapable that applicant would have experienced a load factor
which would not have been less than 60 per cent. It 1s not difficult
to subscribe to and encourage the concept that people gemerally will
choose an honest, law-abiding course t0 one in violation of law,
especlally where the lawful way 1s clothed with greater advantages,
comforts, assurances,and conveniences.

By the process of readjusting the appllicant's cost of
operation, which has been heretofore discussed, with his revised
revenues that would bhave ensued from an oOperation that involved a
load factor of 60 per cent, related to 25 passenger equipment, and
computed upon & $4.00 fare, his operations still would have resulted
In substantial profits.

Applicant’s Iinvestment and operating expenses should have

been kept at the minfmum In order to make possible s profitabdle

operation at fares prescribed by this Commission. The service
therefore would have been made to £it the fare, rather than the
ostablishment of a fare to £1t the service. This would have assured

the existing lawful carriers In the field that tho operator of this second-

class transportation would not slide his service up the scale to




match the first-class in order to elevate the fares so as to neet such

service. “her the operator would have malntalned a fare that would
mateh, elimiﬂate, and keep exterminated most of the wildcat variety
of competition, and he would have afforded unto that fare all the
service which & remunerative operatlion would permit. To achleve

this purpose, applicant pledged his willingness to have‘his service
circumseribed with all necesséry conditions and restrictions. I
relterate that thils circumscription would have deen best accomplished
by the reduction of the carrier's fares to the irreducibdle minimum,

s minimum gt which & wildcatter could not successfully operste in
competition with the proposed lewful, certificated service. Therebdy,
the carrler would expect with confidence to eliminate & majority of
these uncertificated, uniawful, and unreliable wlildcat competitors dy
means of fares, equipment, schedules, and dependability, afforded by
his service that would be inherently more attractive £0 the patron
and economic and compensatory to the operator.

In order to confine the scope of the pProposed second-class
service to the patronage which the wildecat operators now exnjoy,
applicant limited his public proposal in definite respects. His
public dedicatlon was restricted to (1) through service onmly; (2) e
standerd of service designed fo fit the rate of wildcat operators;
(3) 2 service limited to the use of 3ix buses only and of the Lype
already described. A publi; utility, including a common carrier
in subordination to0 the pudlic interest and with the approval of
the regulatory power, may limit the dedlicatlon of its service +o
the public. In respect to his latter limitation, applicant did so
in strict subordination to the approval and requirements which I
recommended tO this Commission. This limited dedication, partlicularly
a3 1t related %o the kind and'quantity of equipment, seemed to afford

the most desirable way t0 commence this second-class service. After
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its operation, the fommission would have known whether this service
later should be enlarged By the addition of equipment Into a service
which in fact and practice could be made adequate and available
for all who might in the future apply for its use. Therefore, I
recormended that *he Commission should have Iimposed upon the ren~
dition of the same all of the limitations last enumerated, with the
reservation that the Commission might hereafter require the sald
operator 10 enlarge the scope of his dedicatlion by the Lnauguratlion
of sulficient additional equipment to render a service sufficlent
for the requirements of all who might apply hereafter for the same.
Otheg carriers seéving the territory »roposed to be served
by appllicant herein are 3outhern Pacific Ralilway, Greyhound, and The
AtchZison, Topeka and Santa Fe Rallway Company. By 1ts Decision No.
30790 of April 18, 1938, in re Applicatlion No. 20170, this Commission
granted unto Santa Fe Transportation Company,fe) a wholly owned
suosidiary of sald last named Raillway, a certificate 1o operate a
bus service via the Valley Route between San Franclsco and Los Angeles,
in coordination and integration with sald parent rallway. The In-
auguration of this service has been stayed pending Court appeal. In
adélition to the rall and highway transportation last enumerated, there
are 8lso services provided by alr and t0 & very limited extent DY
water.
Another protestant herein, Southern Pacific Rallway, pro-
vides service by two routes cormonly known as the Coast Route and
the Valley Route. Grevhound also provides service by highway over
routes paralleling very closely those of the Southern Pacific Company.
Applicant proposed to operate his service over substantially the
same routes as those of Greyhound, beitween San Franclsco and Los
Angeles.

(2] Neither The Atchison, TODeKS BRA SARLS Fe RALIWAY company nor
Santa Fg Transportatlion Company protested the Tom Morgan Application
No. 202cl.
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Sald applicant contended that the service he proposed %0

provide would not cause any material diversion of patronage from any
one of the existing carriers. He very definitely dedicated thke
proposed service to the traffic now moving Over the unlawfully operat-
‘ed wildecat sedan routes. Greyhound, the principal protestant in the
matter of this application, contended that Inasmuch as the service
was offered for the use Of the pudlic gemerally, there would be
created a diversion of traffic from the existing dus carriers and that
In the event that this application were granted, the existing carriers
would forthwith put Into effect similar second-class 5erv1ce and fares,
theredy rendering operation of Plckwick Bus Company unprofitable.
Greyhound furtiner threatened the initlation of a rate war. There 41d
not appear of record any evidence that would Iindicate the probabilitj
of any great diversion of patronage from existing carriers to that
proposed by applicant. |

Greyhound contended that Institutlon of such & second-class
bus operation at lower flares than is charged for the more cOmmodloﬁs
and expensive exlsting bus accommodations would be contrary to the
public interest. Mr. W. E. Travis, President of Grevhound, testifled
berein: "I belleve thst the Railroad Commissilon, on behalf of the
general traveling public of Califormis and in their interest, should
discourage every attempt to establish second-class service.”

In contradistinetion, however, toO such contention the
record disclosed that Greynound hss operated In the past in its own
Interest both first and second-class dus transportation services
between various terminsls. Golden Eagle Lines, Lincoln Stage Lines,
United Stages System, and Dollar Stage Lines, Inc., are four such
second-class operations, the services of which Greyhound has sponsored

in the past, the latter one of which 1= still In operation as s
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second-class service paralleling existing first-class Greyhound Lines

in Interstate service.

Provision of second-class service 4n the Interest of those
persons financizlly unadle or unwilling o avall themselves of the
more cOstly transportatlion 1s not new in Principle. Rall cerriers
operating between San Francisco and Los Angeles provide several
classes of transportation, with a differentisl in fare. Southern
Pacific Réilway cperates the ordinary chair coach fare £or the use of
those persons whose finmanclal status does not justify the purchase
of sleeping sccommodations for night travel. The existence of
various class fares in'steamship Operstion 1s of common knowledge.

Institution of the low faresad the service under this
épplication, as modified and recommended in this dissenting opinionm,
would have resulted In a stimulaetion of éxisting traffic and Iin the
creatlion of pew trafflic which otherwise would not move by common
carrier. -This 1s & rule that experience has rendered more or less
axiomatic.

There remains for finsl determinstion Protestants! motion
to diamliss this proceeding prediceted upon Section 50¢ of the Public
Utllitles Act. The Commission hithexrto fully considefed and deter-
mined this motion Iin its Decision No. 20790 In re Applications Nos.
20170, 20171, 20172, and 20173, decided April 18, 1938. 1In the.
decision which I recommended 40 the Commission, I made special
Teference to the Commission's determinetion of said motion as set
forth in sald decislon, and recommended the reaffirmation of all that
was sald therein. '

Greyhound has never successfully met the situation which
applicant proposed to solve. Greyhound has never dore & complete
Jjob in rendering passenger stage service between San Francisco and
Los Angeles, for 1t has left a void in which wildeat oberators, here-
Inabove discussed and described, have been permitted to develop. To
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the'extent that Greyhound has falled to accommbdate and provide =z
second-class transportation for that portion of the public %ho
require the same, Greyhound service has been insdequate and unsatis-
factory. Throughout the yesars during which this unlawful traffic
has grovn and thrived, Greyhound hes done nothing to £1ll the gep
which made this wildcat service possible. TFinally Greyhound has
reslisted, throughout the arduous progress of this involved hearing,
%he Znauguration of the proposed secoOnd-class service.

The defensive oOffer of Greyhound to perform the proposed
second-class service, made ancillary to its said motion to dismiss,
appeared purely perfunctory when viewed in the light of the many
pages Of testimony In this record whick disclosed Greyhound's
opposition to the proposed service. Grethund's futile attenpt to
establish the fact thit this proposed service would have proven
neither profitable nor in the public Interest, rendered me powerless
to belleve that Greyhound could or would render this proposed ser-
vice t0 the satisfaction of this Commis?iOn. Obviously the per-
formance of a service which sappeared to be s0 repugnant to Greyhound
would at best be attempted by Grevhound in a half-~-hearted manner and
would Ilnevitably result In fallure and abdandomment.

Insofar as protestants' said motion to dismiss related
specifically to the within Application No. 20281, I recommended the
finding as & fact that the proposed service herein was within the
clasaification of the same kind of sexrvice which Greyhound theoretic-

2lly could render. I ¢ould not recognize that all, or any part, of
the services proposed by Tom Morgan herein, belonged within the
category of "new and d4ifferent service from that presently rendered

or which the existing operator or operators are entitled to render."(3)

T3) Quoted from rialer's case, 38 C.R.C. 595.
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I, therefore, recommended that the Commission should have found that
in the event that all, or any part of the services proposed by the
applicant Tom Morgan, were ever defined, classifled, and:cdnstrued,

. after the rendition by the Commission of my sald recommended

decislon, as belonging to said class of "new and different service”,

that the Commission's Intent, in such evént, was to deny all of
the protestants' motions for dismissals, predicated upon Section 504,
and I further recommerded that such denlal should have been based -

upon the reesoning outlined In Re Flaler's case, and upon the evidence

in this record which clearly established the following facts, all of
which facts, I recommended that the Commission should have categoric-
ally found:

(1) None of the protestants herein rendered on
Decembder 2, 1935 (the date of the f£1ling of the application
herein), at no time prior to December 2, 1935, 414 any or
all of s81d protestants render, and at no time since
December 2, 1935, has any or all of sald protestants rendered
- %Yhe service proposed to be rendered by the applicant Tom
Morgan.

(2) During all of the times referred to in the last
preceding paragraph, the protestant Grevhound has been
opposed to rendering the service proposed dy the applicant
Tom Morgan.

(3) Public convenlence and necessity require 2the
verformance by the applicant Tom Morgan of the service which
he proposed to render herein, subject o the restrictions
and limitations outlined hereln, throughout the territory

and In the manner set forth In his sald application and
amended application.

(#) Greyhound will not render all or any part of the
service proposed by the appllicant Tom Morgan, subject to the
restrictions and limitations outlined hereln, to the satis-
faction of this Commission.

The service which I recommended as subserving public
convenience and necesaity should have beer instituted for the 3ole
purpose of affording a second-class passenger service between San .
Franclsco and Los Angeles to those who will continue to require the
same, and who either can not or will not utilize any of the first-

cless services. Public Interest should have been protected in the
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future t0 the extent of prohibiting the use of the franchise which I
bellieve should have been granted, for the purpose of personal galn
by the reciplent thereof through sale to any other transportation
agency whlch thereafter might have dbeen interested In 1ts destruction
to the extent of purchasing the same at a nuisance velue. By the
granting of this certificate, in the manner which I recommended, the
Pudlic interest would have been subserved itwofold; first, by making
avallable this satisfactory, safe, dependable, most economical and
iavful second-class service; and secondly by removing s hazardous
trensportation racket from the highways of this State which has
exlsted for many years in flagrant violation of the lawv.

Dated at San Francilsco, California, this S0 = day of
' _» 1938.

J

-y




