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Decision No.

BEFORE TEE RAILROLD COMMISSION OF THR STATE OF CALIFORNIA

| IMIANA T

l‘!, (.
Uhdan

In the Matter of the Investigation )
and Suspencsion by the Commiszion )
on Lts own motion of reduced fares ) '
publiched by Joseph Miller, an in- ) Case No. 4467
dividusl doing dDucsiness as Alrline )
Bus Company, betweer San Francisco )
and Loc Angeles axd intormediate )
points. )

WAREFIELD, COMMISSIONZIR:

Appearances

Harxy A. Exncell, for Alrline Bus Company, respondert.
Z. D. Richards, and E.C. Lucas, for Pacirfic Greyhownd
.~ Lines, protestent. . , o '
Re . Tedokind, Lor Southerz Facific Compery, protest-
ant. ‘
Wllliem F. Brooks and CG. E. Duffly, for The Atchison,
Topeka ard Sante Fe Railwey Compeny and
Sante Fe Transpoxtation Company, rrotestants.
T. S. Eaworth, for Orange Belt Stages, Inc., and Cook's
. Stages, protestants.. , ,
Zarl C. Cook, ZTor CooOk's Stages, protestant.
G. J. Vlelser, for Peerless Stages, Inc., protestant.
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Iz the adove entitled proceeding, the Commission suspended

Sixth Revised rage 9 and Second Revised.‘.?ase 9-A of Airline Bus Company’s

Local Passepger Tariff No. 1, C.R.C. No. 1, naming reduced fares Lor
the trensportation of pg.ssengers between Sen Frencisco and Lo Angcles
and intermediate points.l These schedules were suspended Tollowing
representetions made by The Atchison, Topeka and Sante Fe Relilwey
Compeny, Senta Fe Transportation Company, Pacific Greyhc;und Linez,

pi

Josept Miller, en individuvel doing business under the neme of Alr-
line Bus Compony, operates as a passenger stage corporation, serving
the territory between San Francisco and Lo Angeles vie Sean Jose, Hol-
1ister, Coalingsa, Maricopa, Maricope Junctionm and Castale Junctlon.

The present fares o thizs compeny for .transportation between Sar rran-
cisco and Los Angeles are $5.15 one way and $9.30 round trip.. The sus-
vended fares betweern these .polnts are $4.00 one way and £7.20 round
trip. The suspended schedules alzo provide downward adjustments in
the fares from and to intermedliate points.
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Southern Pacific Company and Cookls Stages that thé fores provided

therein were unreasonably low and, if permitted to become effective,
would jeopardize the reveaues of competing carriers. The matter
was publicly acard at San Francisco and was submitted on briefs.

In order that a clear understandirz of the Lissues involved
may be had; 1t may be well to preface the discussion of tae evidence
with a review of the warious decisions of +vnls Commission from waich
Airline ZBus Company derived 1ts present operative rights. ,

In Application Wo. 19971, as amended, Airline 2us Company
sougat authority to operate ac a paasenéer stagcfcorpo:ation sexving
the territory between San Francisco andé Los Angeles via Saxn Jose,
Zollister, Coalingé, Hdric6pa, Karicopa Junction and Casteic Junction.
Sy Decision No. 29561, of February 19, 1937, as amended, the dpplica-
tion was granted sudieet to certain restrictions, the principal one
being that no service could bhe rendered between The terminal points
of San Francisco;ind Los dngeles or between San Francisco and
Hollister, After comiencément 0% operations Alirliine Bus Company £iled
5 petition seeling removal of the aforesaid restricition. Upon public
hearing, removal of the restrictlion was found to be Justified and
necessary in order that Alrline Bus Company migat continue to serve
the intermediate territory, since the passenger traffic in such inter-
meddate territory was insufficient in 1tsels to support tize operation.
Accordingly the petition was granted, stbject to tae condition that
the services t0 be rendercd bebtween Saxm Francisco and Los Angeles would
be limited to overation of not more then thmee buses per day in cach

direction. (Decision No. 31331, of Octover 3, 1938, 41 C.R.C. No. 502.)

The Commission made it clear in that deelsfon, however, that in extend-

ing permission to Afirline Bus Company to carry passengers between the
terminal points it was motivated solely by the need of the pudlic

Tor service in the intermediate territory ard that this carrier shouwld




not then or Iin the future be permitted vo handle a greaver amownt
of terminal dusincss than was necessary to accdmplish tals purpose.
We turn now to the issucs involved in the preseat »rocecé-

is recpondentls contention, in substance, that the Commission

the decision iast rexerred to zbove, that Alrline Bus Company
was entitled to enougna of the terminal traffic to produce a componsa-
tory over=-all operation; thot wnder the existing fare level sufficient
terminal traffic to accomplisk this purpose camnot be attracted; that
the proposed fares would create emough new or added traffic to provide 2
net profit even thoughk the revenue per passenger vould be reduced;
and that competing carriers would rnot be injured substantizlly, since

bpulls of the added tralfic would be attracted from so=called "wild-
cat sedan operators,t )

- In explanafion of the Inability of Adrline 3Bus Company to
obtain any‘substantial nortion of tne Terminal traffic under its »resent
fares the company?s owner testified that the fares in effect were of
the same volune a; those of Pacilic CGreyanound Lines and of the coordin-
ated rail-bus operation of The &tehison, Topelke and Santa Fe Railway

Company anu the Santa Fe Trancportation Company, and that they were
- - [ ’

only slightly lower than the fares for all-rall service via the Southern
. 5 _

Paciflc Company. ZTaesc competing carrliers, he said, offered faster
and more freguent schedules and superior ecuipment and, as a result,
were attracting the bulk of the traffic. Noreover, thils witness
asserted, a considerable number of persons were employing "wildcqt

sedan operators" rataecr taan certificated carriers, due to the fact

2
The eoach ¢lass fare
e

of Southern Pacific Company are $6.00 one
way. and $10.80 round +

1y between San Francisco and Los Angeles.
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that thoce operators czarzed only $4.00 or less for carrying nassen-
gers bebtween San Francisco and Los'Angeles.

The witness Lor respon&entﬁstated that, duc to the cou-
petitive éisadvantages deseribed, hic company's buses nad been run-
ning with an average of from 12 to 15 empty séats per schedule.

An exnidbit was introduced showing that the percentages of occupied
seat miles to availedle seat miles during January and September,
1939, were 9.54 and 17.3 per cent, respectively. The exhivit

also shows that a total of 669 passengers were tranéported during
Janwary, of which zumber only 19 were transporied between San
Prancisco and Los Angeles. During September, 1,106 persons wore
soovn To nave %een"transported, orly 76 of whom were terminal=to-
terninal passengers. Inese figures were sald to reflect the dailly
operation of four 21—pdssenger buses, two belng operaved on separate

scnedules in each direction between San Franclisco and Los Angeles,

and also the occasional operation of one or more of threc additional

buses comprising respondentls standvby equipment.’

The cxhibit just r;férrcd “o also contalned a statement
of operating revenues and expenses experienced by alrline Zus Company
for the months of Janumary and September, 1939, in this operation.
“he costs developed were sald to include all cost items with the
éxneption of return upon investment and salary to tae owner. For
the month of January, an operaving cost of .0%95 cents per nile and
a revenue of'.035 cents rer mile were shown. Tae comparable cost
for September was 102 cents per mile and the revenue .062 cents
per mile. On the basis of these figures it was estimated that re-
spondent experienced an average ¢ost of 10 cents per mile and aver-
age revenue of 5 ceants per mile during the year 1939.

The owmer of Afirlinec Bus Company conceded that showld the
reduced fires »esult in az increase in the number of passengers
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transported between the terminals, operating costs wourld also in~
crease., He contended, however, that the increased costs world

be less than the expected Iincrease in revenke. In tiais connection
he explained that he could operate his present schedules, with
buses at full loaded capacity, ot small additiozal gasoline expense,
and acserted that the cost of running additional buces would not de
Zreat, due to the fact that the duses used were small in size and
of a lightwelzht type.

With respect to the source from which tae added traffic
whick respondent hoped to stimtlate would originate, it was stated
toat the bulk of the througk duszincss expected to be securedws

traffic moving by so-called Mwildeat® sedan operators. It was con~
ceded that some of the through traffic which woulé be seeured wouléd

be diverted from the other common carriers in the territory. Th
opinion was expressed that tae lower intermediute Lares proposéd
would also stimulate nassenger travel loeclly, although it was ad-
mitted that no investigation nad been mede In thls regard., In ad-
dition, tlwas stated that responcdent expected to increase 1ts ad-
vertisin

- The proposed reduced fares were objected to vy The Atchison,
Topeka and Santa Fe Railway Company, Santa e Transportation éompany,
Pecific Greyaound Liﬁes and Soutrzern Pacific Company, walch carriers
also serve San Franeisco and Los angeles, althouzh they do not travers

the same route as Lirlire Bustombany. These fares were also objecved

t0 by Orange Zelt Stages, inc., Cookls Stages ané Peerless Stages, Ixc.,

The witness stated that at the present time ne wes operating oaly
two buses in eack direction per day vetweenr the term¢nals althougn
his operative right permitted nin to ope*ate 70 more than three
schaedules nor more then three buses. Ze anticipated that oufficient
traffic would be secured to permit addition of a taird dbus. Ls a-
matter of fact, the witness inéieated the probabi 1ity that ne. could
not take care of the anticeipated added traffic with three buses.




passenger stage corporatvions walch mainta;n Joint fares with Pacific
Greynound Linés for transpoxtation betwéeﬁ certain of the roints

or into and out of vortions ol the territory sérved by Adirline Bus
Company. ’
Protestants contend, in substance, that tze proposed re~

duced fares would enmable Airline Bus Company to participete inm the

terminal business beyord the extent necessary to enable 1t to con-

tinue 1ts present service to the west side terxritory. They assert
taat this diversion of traffic would so deplete tae revenues of all
competing carriers trat trelr ability to coantinue to render adequate
service would be Jeopardized. They are appre¢hensive that they will
be compelled o meet the reductions in order to stem such a diversion
of traffic, and that they will also nave “o extend the reductions to
intermediate noncompetitive points. 2Protestants point out that the
San -Franclsco-Los Angeles passenger fares have been drastically re-
duced in recenf yeérs,and express the belief that any4£urther reduc~
tion would force substantial curtailments in service.

Protestants challenge respondent's statement that there
would ‘be 1little additional cost of Operatiﬁg under the proposed fares.
Izney point out that In the event more passengers were secured than
could be nhandled on tac bdbuses now being operated 1t would be necessary

for respondent to operate additional buses to take care of the overflow.

4 . 4 P X .

A witness for Pacific Greyaound Linec stated “hat during +the first
eleven montas of 1939 it transported on its 30 schedules between-Saxn
Tranclsco and Los Angeles an average of 4.5 tarough passengers and
pointed out that trne loss of onme such passenger would reguire that 3.2
additional intermediate passengers be sccured to compensate for the Loss.
Tals witness declared that it nad about reacaed its limit In trhe amount
of diversions it couwld afford and still maintain its present schedules.
-7 A witness for Santa Fe Transportation Commwany testified that tae

California intractate operation of Santa Te Trancportation Company

had not proven profitable and declared taat it couwld 1ll afford to lose
2 single nassenger. He introduced an e¢xhibit to saow taat during tae
.monta of January an average of 1.25 tarough passengers per schedule

per day were handled by bus between San Francisco and Los Angelese.
Similarly per schedule averages of 2.43 passengers for.Scptember and
1.96 for YNovember were zhovm.




Walle they concede that the added cost of randling additional pas-
sengers on the buses presently being operated would be sligat, pro-
testants assert that the added cost of handling the overflow would
be much greater taan expecved by respondent. In this connectlon they

reler to respondent's operating cost statement and point out that the

out~=of=pocket costs of bus operation vear a high percentage of re-

cpondentts full costs.

i Respondent?s contention that the proposed fares, if es-
‘tablisked, would attéact a substantial amount of new traffic froxm
the noncertificated operators, is also dlisputied by protestants. A
witness asserted that in many inctances such operators maintalined”

T

fares lower taan thae $4.00 fare proposed, and in all probability
would, maintain whatever differential they found ne¢essary to attiact
traffic, Protestants maintained thet the bulk of the added traffic
which ;espéndent would secure would be traffic they presently'ennpy.

| t was testified, on behalf of Peerless Stages, Inme. and
Codk's'Staéeﬁ, taatv 1f the reduced fares became effective and Pacific
Greyﬁbund Lines decided to meet such fares they would be forced to
aceept a sﬁbstantial recuction in their portion of +the protate, waich
could 11l be alforded., & witness for Peerleszs Stages, Ine. stated
further that even if Pacific Greyhound Lines did not choose to meet
the reduced fares tais carrier wowld be adversely affected because
thore would de a diversioz of traffic to respondent and consequently
Peerless Stages, Inc. would not be Transporiing asmny passengers as
at present. “ ;

The recoxrd Lz elear trhat Airline Bus Company ic operating
at aVldsg“ﬁnder existing fares. It iz not comvineing, though, that
‘ f“would be eliminated or fhe':;nanciél ﬁgsﬁtion of this

carrier improved by the substanitial fare-reductions nere proposed.‘
In thalz éonnection it may be conceded taat édditional passengers
éouléiﬁe,carrieé on respordentts present buses at iiétle additional
cost;‘ There is no specific evgdence of recoxrd, however, from whick
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1t could be determined whether or not enouzh new traffic would be-
attracted to offset the loss in reveaue whick would be incurred by
extension of the redueed fares to tre traffic already cnjoyed by re-~

gpondent., In the event the reduceé fares should result in attracting

enougan traffic to cause resporndent to operate additional duses, as

respondent anticipates, it appears extremely dowbtful that the revenue

derived taerefrom would cover the cost of performing tae service.
While the handling of additional terminal +4raffic om its

present scaedules would no doubt de of benmefit to respondent, it

does not appear posSible to arrive at a fare basis which world provide

any substantial cmount of new traffic and yot, at the same time,

»ot require the operation of additional buses or schnedules from time

vo time. The record shows, Iin this connectlion, that the volume of

traffic fluctuates widely énd, moreover, sufflicient seats % acco%?o-

te the intermediate traffic must de kent available. -

The record indicates, morcover, thnat any substantial amomnt

of added terminal traffic which would be secured at the proposed

fares would be traffic presently enjoyed by'competing carriers and not

traffic row nandled by uncertificated carriers ac contended by re-

spondent. Adrline Bus Company was grantcd Lts cervificate to sexve

the terminals upor a record waich presupposed that it wowld operate

at fafes cqual to those of its competitors and would nov disrupt Lk

San Franclsco~Les Angeles farestructure. There was before the Commission,

concurrently, an offer by complaizant Pacific Greyhound Lines to serve

the intermediate territory. In granting respondent the rigat to par-

ticipate in the terminal traffic the Commission, as pointed out by

protestants, made it ¢lear that there was no public need for additional

bus service between Saxn Francisco ond Los Angeles and that respondent

was not entitled to become a dominant factor in tais transportation.

Woile tae Commission still recognizes the need of the intermedlate




territory for an adequate service at reasonable fares, it must

here take into consideration also tae affect tze proposed fares

wol.é aave on the fJare structure of competing carriers axnd the

possible disruption thereof. The record is not convinecing that

respondent would be better off 1f the proposed fares were autizorized;

on the otaer nand it does indicate that if respondent were successful

in securing traffic under the reduced fares sufficient to produce

the needed revenué toe affect upon its competitors and upon the

fare structure would be waduly adverse. By according respondent

the rigat to participate in the terminalrfraffic on a rate parity

the Commission has gomre as far as the factc here of‘record Justily.
In view of the forcgoing it nust be found that the pro-

posed fareé are unreasonably low, contrary to the »rovisions of the

tbhlic Ttilities Act, and that the schedules should be ordered can~

beledo

I recomrend tae following form of oxrdex:

02DE

Public hearings have been held in the above entitled pro-
ceeding, and based upon the evidence received at the nearings and uwpon
Yhe conclusions and finding In the preceding opinion, |

IT IS ZEREZY ORDERED that Joseph MMller, an individual doing
business ac adirline Bus Company, be and he is hereby ordered and
dirested to cancel Sixth Revised Page 9 and Sceond Revised Page 9-4
to airline Bus Company Local Passenger Tariff No. 1, ¢.2.C. Yo. 1,
on or before Jalr 5, 1920, on not less tran one (1) day's notice
to tae Commiséion and to the publie, and that upénpcanc;llation ol
such schedules, the order of suspension and Iavestization in Case No.

2467 be vacated and the proceeding discontinued.
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The effective date of this order skall be July 1, 1940.

Tae foregoing opinion and order are be:eby'adopted and
ordered filed as the opinion and order of the Railroad Commission of
tae State of Caliloraia.

Dated at Sam Francisco, California, this _é&éff;day o<
June, 1940.

s

L M% ~

Commissioners.




