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Declsion No. 3 3753
BEFORE THZE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )

CALIFORNIA STREZET CABLE RAILROAD ) ,
COMPANY for an order of the Railroad ) Application No. 286
Commission of the State of California)

authorizing increases in fares. )

THELEN & MARRIN, by Max Thelen, for
applicant.

JOEN J. O'TOOLE, City Attorney, for
City of San Francisco.

DION R. HOLM, Public Utility Commission,
and PAUL L. BECK, for City and
County of San Francisco.

BY THE COMMISSION:

 INTERIM OPINION

On September 30, 1941, Celifornia Street Cable Railroad
Company flled application requesting authority to increase basic
passenger fares from five cents to seaven cents, and to increaso
the rates of fare for school children te sixteen rides for £ifty
cents in liew of twenty rldes for Jifty cents, with no change in
existing transfer privileges. A public hearing was conducted in
this matter at San Francisco on November 10, 1941, and submitted
on that date, with the understanding that the City of San Francisco
would be permitted to file a brief in opposition to the granting
ol the application, and in twra apnlicant would be accorded the

privilege of filing an anawer to the city's Yrief. The briefl was

filed on November 1lLth and the ancwer c¢n November 21, 1941.

Therealter, on June 17, 9.2, this Commission made an
A ’

order rcopening the application for further hearing which was




held on June 22, 1942. At this time, there was introduced in
evidence a report prepared by lMr. Arthur C. Jenkins, Research
Engineer of this Commission's Transportation Department and there
was also received further testimony in behalfl of applicant. After
considering the testiﬁony introduced on November 10, 1941, refer-
ence will hereincfter be made to the report and additional

testimony introduced on June 22, 1942.

As its name implies, applicant operates a systen of
cable railway lines over certain streets in San Francisco for the
transportation of passengers. The systenm consists of two main
lines with a short connecting shuttle, totaling 5 1/2 miles of
double track. The California Street line, three miles in length,

is routed along California Street from Drumm Street in the eastern
section of the financial district to Presidio Avenue in the

resldential section of the city. The Hyde Street line, 2 1/2 miles
in length including its connecting éhuttle, is routed from the
intersection of O'Farrell Stre~t and Grant Avenue in the central
business district along O'Farrell Street to Jones Street, Jones
Street to Pine Strest, Pilne Street to Hyde Street, and thence
along Hyde Street to Beach Street, traversing a thickly populated
apartment house district. The shuttle line operates along Jones
Street from lMarket Street to O'Farrell Street, a distance of less
than one=half mile.

In justification of its contention that fares should be
increased, applicant points out that due to increasing costs of
operation and decreasing patronage, particularly since the closing
of the Exposition in 1940, its financial status has been adversely
affected as exemplified by the Income and Profit and Loss State-
ment for the twelve months ending September 30, 1941, wherein a

net loss for that period was shown to be as follows:
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2 Months dine September 30, 194
Exhibit No.

1,792.0
%gz’,zeg,sg

Operating Revenue
Operating Expenses

Net Operating Deficit

Taxes Assignadble to
Railway Operation

Operating Deficit
Non-Operating Income
Net Deficit

& 13,777.47

§ 25,252,13
$ 39,029,60
8,565,01

$ 30,464,599

Applicant contended at the hearing of November 10, 1941,
that every reasomable effort had been exerted to reduce the cost
of maintenance and operation of its properties consistent with
the continuation of satisfactory service to the public, that
there was no possibllity of effecting further substantial
operating ecconomies and that the only way known to applicant by
which 1t can secure the necessary additional income to enabdle it
topy its proper and necessary cperating expenses and taxes and
to secure at least a partial fair return on the fair value of
its property is by an inerease in fares. The trend of applicant?s
passengers, revenue and expenses was shown to be as follows:
Operating

g‘gggegses*

$390,372.9
335:350.63

466,478.03

Year Revenue Operating
Passengers Revenye

1923 11,177,76 $559,341.65
1440 342398 459:257.45

12 mos. end
8/31/41 9,080,800 453,311.6%

* Exclusive of taxes.

The physical properties devoted to this service consist

of the necessary tracks and undergrounc cable ways, power house,
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car barns, shops, office facilities, and 48 doudble-end

California type cable cars. The investment in said prqperties as

reflected by applicantls books of accownty 43 of AURUSY 31, 191,

amounted to $1,615,487.31. 3Rosed upon the valuation and '
appraisal made by the City Engineer of the City of San Francisco,
as of June 30, 1928, the reproduction cost was established at
$2,252,458; acerued depreciation $l,155,954, and reproduction
cost less depreciation was set at $1,097,404. Subsequent to
June 30, 1928, 1t Is shown that net additions and betterments to
the property have amounted to $11,525,0Ll.-

Touching upon the history of the property, applicant
states that its predecessor company was incorporated in or about
the year 1875 under the laws of California; that in 1884 the
present company was incorporated and purchased the properties of
its predecessor for the sum of $500,000;3 tﬁat in 1885 the stock-
holders of applicant were assessed 380;000; and in 1389 $20,000,
the proceeds of which were devoted to capital expenditures; and
that in 1890 first mortgage bonds inthe amount of $900,000 were
sold and the proceeds used for construction of the Hyde Street
line and the Jones Street shuttle, and for the extension of the
California Street line easterly from Kearny Street to Market
Street, the last of said bonds being paid off in 1525, Applicant's
balance sheet, as of August 31, 1941, shows an investment in road
and equipment, Account No. 4CL, of 31;615;487.31; accrued
depreclation, Account No. 443, in amount of 3594;374.605 and a
profit and loss balance, Account No. 451, of $623;648.32.
Applicant has no outstanding bonds, notes or mortgages, or other
indebtedness. There are authorized and outstanding 10;000 shares

of no par common stock, represented on the balance sheet under
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Account No. 423 by an amount of $600,000. There is no preferred
stock. The rocord indicates that In the years 1936 to 1941, inclusive,
¢ividends were pald on caplital stock ac follows:
Jear Shares Ratc Amount
1536 10,000 52,10 %21.,000
l°9 10,000 a.uo 24,000
l°5 10,000 2,40 2l.,000
ﬁ 10,000 7.40 79,000
10 10,000 2.LO , 2l,000
;9&1 10,000 5.9 59,000
An enalysis of tze record indicates that the comn any in re-
cent years has used cash represented by depreciation aceruals to ray
dividends. The Commission can not apprrove thls proctice.
Applicant estimates that Il the proposed fare structure had
been In elfect during the twelve-month period ending August 21, 1941,
1t weuld have ylelded an annual net inereass in reveaue of 363,733,
belore income tax, and alleges that such anount would have been in-
adegquate to meet the operating dollcit and vield a fair return on the
falr value of its property. If the pronosed fare structure is vlaced
in effecy 1t Is esctimated by applicant that fTor a twelve-menti period
660,000 passengers will be diverted from the Celifornis Streot 1inm
compoting lines of Market Streer Ratlwey, and 100,000 from the lyde
nes Street line, It is further ascuwmed that there will be a loss
snort-haul riders amounting to 936,700. Traffic for 1942, as shown
Exnidlt 9, at the proposed ratec 1s cctimated as follows:

California Hyde
Strcet Street Total
Year 1942 at present rate L,L00,000 4,500,000 8,900,000

Loss to larket Streot
Rallway Comnany 660,000 100,000 760,000

Short-haul Logs 387,200 512,500 - 926,700
Year 19L2 ot Proposed

Rates 252225800 2,820!200 ZQEOEEEOO

Applicant estimates thet at presont rates thero would be

3 ceerease in total passengers handled during 1942, as comparcd
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with the twelve months ending August 31, 1941, of 180,000, and
that for the year 1942 at the proposed rates, operating revemues

~and expenses would be as follows:

Operating Revenue $502,000,00
Operating Expenses 449,687,00

Net Operating Revenue $ 92,313.,00
Taxes Assignable to Railway

Operations —22,764,00
Operating Income $ 26,549,00

Federal Income Taxes 6,432,00
Net Income $ 20,117,.00

This estimate reflects operating expenses at Morket Street Railwe:
labor rates, with an increesse of 15 per cent in supplies and

expenses due to increased costs,

No rider on applicant's lines appeared in opposition te
the granting of the application.

The record shows the only opposition to the proposed in-
crease in fares to have been on behalf of the City of San Francisco,
and on November 14, 1941, counsel for the city submitted an
"Argument of the City and County of San Francisco Against Increase
of Fares from 5 cents to 7 cents," in which 1t was contended that
If the 7 cent fare should be established the passenger revenue
resulting therefrom would be less than that estimated by applicant
at no inereasc in fares and a net deficit would be experienced,
The principal exception taken by the city to applicent!s estimates
relates to the volume of passenger traffic that will be carried
under the proposed fare structure. The city estimates that the
loss of patronage to the liarket Streect Rallway lines will be
1,306;000 passengers instead of 760,000 as estimated by applicant;

b
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that thore will be a loss of short-haul traffic amounting to
1,518,800 passengers instead of 936,700 as estimeted by applicent;
thet durinz 192, wnder tho proposed fores, the company will
actually experience & loss of $51,551 instead of the operating
income of $26,549, as ostimated; and that the ectusl revenuo will
be less for the ycer then 1t would be if the S-cent faro wore

continuod.

In snalyzing the evidence submitted by both applicant
and the c¢ity 1t eppcars thet the bases of computation of loss of
traffic that would rosult from the vroposed lncrease in fsres cre
subject to question. The ¢ity, in taking issue with applicant's
estimstes, bases its ovn prognosticetions upon trends and cvents
thet do not gppesr to beo complete end, although condemning the
proposed plan, offers no slternative solutlon to the problem

other than to leave the fare structure unchanged.

Although the record affords no ¢nlightenment upon the
subject, other than & statement bv applicant's witness that in
his ostimetion ineressing fares wts the only solution to the
company's problem, it cppears obvious from the records flled
currently with this Commission thot the type of operation per-
formed by this corrier is extremcly costly; ospcelally vhen com-
prred with & similer or improved standard of service that might be
rcalized through substitution of the conventional type of internel
combustion motor cosch or the electricelly propelled rubber-tirod

trolley coach.

For the yoer 1940 certein of the opereting statistics

for this carrier were ts follows:
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1,148,280
159é627

Car Miles. . . . . . . . .
Car Hours. . . . . . . . .
Operating Revenue., . . . .
Operating Expensesx

Operating Revenue per Car Mile
Operating Revenue per Car Hour
Operating Zxpense per Car Mile
Operating Zxpense per Car Hour
Investment in Road & quipment**
Investnent per lile of Road . . .
Investment per Single Track Mile .

$ 469,657.45
$ 483 038-/3
$ 0.20900
3 2.94221
3 0.42066
$  3.02605
81,614,747.8L
$ 29 ,800.00
$ 1900.00

" ¢ & ® & 3 * 8 v o 0
. * . . - L L] . [ ] . .

* Including Depreciation and Taxes.
*x  As reflected by company books.

b

It appears proper at this point to take inte consider-
ation the results of numerous studies and reports prepared by this
Commission's engineering staff during recent years dealing with
the cconomics of passenger motor coach operation. We must of
course gve recognition to the topography of the area served by
these cable lines, but the differential between the cost of
operating motor’'coaches and these cable cars is of sufficient
magnitude to absordb the abnormal costs of relatively slow schedule
speeds and steep grades that would be met in operation over routes
of this system. Under average operating conditions the cost per
vehicle mile, including depreciation and taxes, ranges from
20 cents to 25 cents, wherens the cost per car mile of cable
operation as shown above, was slightly in excess of 42 cents for
the year 1940. By comparison it would appear that a motor coach
or electric trolley coach oparation could be substituted for the
present cabdble lines and, with the present fare structure, produce

an ample return upon the required investment.

In this some respect the record contains considerable
discussion relating to the substitution by Market Street Railway

Company of motor c¢oaches for rail cars on its Sacramento Street
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cable line. The exercise of foresight by that company, in meeting
changing conditions and decressed rovenues by substituting transporta-
tion facilitlies that are less costly to operate, might also have been
followed by applicant nerein 4f it hed been interested in effecting
the greatest degree of profit cormmensurate with reasonable service and
low fares.

Applicant's opportunity to avall itself of the benefits of
a modernized transportetion system has, at this time, been foreclosed
by conditions arising out of the Netional Emergency. it 1s common
knowledge today that the conservation of rubber for militsry and other
necescary wses, to the exclusion of tires for private automobiles, has
created & situation wherein 1t would be unwise and certainly not in
accord with the Nationa) War Program to replace these rail cars with
vehicles using rubber that 13 so vitally needed in defense production.,
Under these circumstances applicant's fallure to recoénize the sdvan-
tage of modernized transportation facilities may react to the benefits
of the National War Program snd, in the interest of furthering that
paramount objective, further consideretion of substitutlon should
properly ve deferred until the uncertainties of the world conflict
have been dispelled.

At the hearing of June 22, 1942, applicant submitted a
Turther estimate of its operating imcome for the 12 months beginning
June 1, 1942, at present fares, as follows:

Operating Revenue $L5s,6L0
Opersating Expenses 1,0

Net Opersting Kevenue $ 1,565
Taxes Assignable to Rallway

Operations 21,724
Operating Deficit $ 7,159
Mr. Coleman pointed out that in the event applicant 1s ob-

liged to pay wages In excess cf those used 1n the above estimate, said

-9
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deficit vill Ye increasod.(l) Eo tostifled thoet opplicant's ome

ployees hove made demend for the payment of higher weges ond
improved working conditions znd that Lif these demends were gronted,
the rosult would be increascd operating expenses of $78,000 por

yeer In excess of the operation cxpenses shown in the sbove ostimate.

(1) Subsequent to the submission of this procecding the Commission
has been Informed that epplicant has entored inte an interim
wege agreement with the Amslgomated Assoclatlon of Street Elec-
tri¢ Railway and Motor Comch Employecs of America, Division No,
518, daoted July 15, 1642, which provides in part os follows:

"1. Platform Men. (a) For the period June 10, 1942, to July
15th, inclusive, 1542, platform men shell rececive a wrge in-
creese of three and three-fourths cents (3-3/L¢) per hour chove
the hourly rates for platform men as set forth In the agreomont
botween the perties dated June 9, 1940.

(b) Commencing July 16, 1942, platform men shell receive the
following hourly rates of pay:

For the first 6 months of cmployment cee 870
" " socond 6 months " ' ces .gs
<30

Therearter * 8 & 69 B0 eVES eSS PFsesEe s

2. NMiscelleneous Employees. (a) For the period June 10, 1942,
to July 15th, inclusive, miscellonoeous employees shell recolve
en upwerd woge cdjustment amounting to onc-half of the differ-
ence botween the wages of miscellaneous employecs in effect os
of June 9, 1942, osnd the increesod minimum woges provided for
in 'b? delow,

(b) Commencing July 16, 1942, miscellancous employeos shall
recelve the following wogoe secles:

Engine Room Operator $.80 per hour
" " Assistent J5 07

Head Trock Oller g5 ¢
Track Oiler. .ga von
Track Foreman &5
Trockmen , .70
Heond Mechanice
Mechinlst
Truck Bullder

" " Assistant
Grip Bullder
Hoad Pitmen
Pitmen
Battery Man
Relief Man (engine room oiller)

" " (watchman) .72

32 33 3 33 T 3 3 3 =2

-
-

Genorally spooking, those wage rates are slightly less then
those paid by the Merket Street Rallwey to 1ts omployees."

-lo-




A the hearing of June 22, 1012, the Comdsston dntroduced

in ovidence a comprehensive report on California Street Cadble Rail-
rood Company, prepared by Arthur C. Jenkins, Resoarch Engineer 1in
Its Transpartation Department. In this report, Mr. Jenkins con-
¢ludes that by meking reductions in the service which applicant
renders to the publie, appllicant could effect o reduction . of $29,000
in opereting expenses and would have remaining for the year 1942, at
the present Sj‘fare, en item of $L,000 for return.

Mr. Jenkins cssumed thet applicant could make those reduc—
tlons in service without losing wy pussengers. Mr; S. Valdo Cole=-
man, appllcant's President, Mr. Lester K. Vells, applicant's Assis-
tent General Mareger, and Mr, J. J. De Moore, applicant's Superin~
tendent, all challenged this conclusion and testified thet the re~
ductlions in service proposed by lir. Jenkins would result in a sub-
stantiel loss in the number of applicant's passenéers. Mr. Colemen
testified thot tho loss would be cypproximately 6 per cent of the cp-
vlicant's entire number of possengers.,

If normal concitions were prevalling, the Commission would
glve serious conslderation to economies which may be effeocted
through curtoilment of off-peek service. However, in view of the
cver increasing burden that will be placed upon public utility
transportation systems, because of the rubber shortege, we decm 1t
inadvisable to now adopt a rrogram of service curtallments.

In rerehing owr conclusions in this metter, we must give
considerstion to the value of service to the pstrons of epplicant.
The averege length of haul on the Celifornie Street Cable line is
1.0% milecs, as compared to the sversge neul of 2.51‘m11es on the
Municipal Rellwey, and slightly over 3 milos on the Market Stroet
Rallwey. Howevor, et the hearing on June 22, 1942, applicant

Steted " 1t wes willing to put into cffcet 2 universal treonsfeor
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between the Municipel and Market Street lines. With the wniversal

transfor the voluwe of serviece is matericlly increagsed. Our order

vill be conditioncd upon applicant placing in effeet & universal
trensfer,

The rocord in this matter indicetes thrt under present
conditions of operction, service and focilities, applicant 1s un-
able to corn sufficient recvenue to defrey 1fs costs of operation,
Although & solution to this problem would be the substitution of
motor cooches or elactric trolley conches for the cablé rell oper-
ation, such substitution could not 2t this time bo made; theroeforo,
wnder provalling conditions it appears thet apbiicant's request for
increesed passcnger fares on o temporary basis should bo grented
pending developments in the present National emergeﬁcy, and the
folloving order will so provid ¢, subjecct, however, to the provision
thet 1t place in effecet the wniverssl trensfer.

Becouse of cbnormel- troffic conditions znd the plrcing in
cffoct of a waiverszal transfer, it is difficult upon this record
to forceast with any degree of certainty the operating results of
the now fares. For that rerson ve will issuc on Interim Order and
hold the proceoding open 20 thrt owr engincers may closely check

the results of tho incrcaced feores.

INTZRIM ORDER

Californiza Sgreet Cable Reillroad Company hoving riled cpplie
cotion requesting auvthority to inercase its pessenger fares, public
heerings heving been held, tho Commission being cporised of the
faets ond the mettor being under submission and reody for docision,

IT IS HEREBY ORDZRED that Celifornia Streot Cable Rellrosd
Company be ond 4t 4s hereby cuthorized to establish in sccordance
with the rules of thisICQmmission, within" thirty (30) days from the

» ‘-12-




cdate hereol and upon not less than five (5) days' notice to thils Com-
mission and thic public, interim farecs for the transporiation of passen-
gers betwoen points in San Trancisco ot rates as follows:
A-d‘\llt Fare O 08 ' SRS NP P B LSRR S 7¢ C&Sh and 7%
token or ticlet
Scheool children up %o 18 vears of age ....16 rides for SOF
subjeet to the following conditions:
(1) The new farcs shall be subject to the esteblish-
ment of a unilversal transfer privilege between
tho lines of eppnlicant, lunicinal Railwey, and
IMoerket Strcet Rallway Company.

(2) In all other recpects the fare structurc will remain
the same 23 that now in cffect.

The increcused fares autnaorized herein shall be tem-
porary in naturo and shell remain in cffect until
further order of this Commisslion.
Apnliicant shall £ilo in trirplicate and concurrent-
1y make ¢ffoctive, on 1ot less than five (5) davs!
notice to the Cormission and the »ublic, o revised
tariff constructed in accordance with the regquire-
ments of the Commission's gencral orders.

IT IS EERIBY FURTHER ORDZRZD that California Strecet Cable

Rallroad Company shall make cdequate and reasonatle dopreciation
charges snd shall usce tho monecys represented by such chargos only to
repluce its propertlics or for suceh other purnoscs &s the Rallroad
Commission may authorize.

The Comaission reserves the right to make such further order
or orders in this prococding s to it may secn right and proper, and
te revoke this authority Lf, in itc oninion, nublic convenicnce and
necescity demand such actien.

The forcgoing Interim Oninion and Ordex are herodby approved
and ordered filed ag the Intorim Opinion und Order of the Railroad
Commission of the State of Caiifornia.

The offcctive date of this order shall de twenty (20) days

date hercof.

Dated at San Franeiseo, California, this 9 —day of

Seotombor, 1942, Qm A G pecien
g/ 7

Commisslone»s
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