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Decision I%o- ..___....'_387'72 | | | . ’ @ﬁiﬁﬂmﬁl

BEFORE TIX RAILROAD COMIISSION OF THE STAIE OF CALIFORNIA

In the Matter of the Application of )
FOSTIR LRANSPORTATION COUPANY, a
parvnersnlp, for an order authorizing)
perzission to Increase fares on the
Granada~Enery Park Motor Coach Line,

3. Application No. 27074
ané the Del Mar-Marengo Motor Coach 'g
)

‘Line, and to reroute the Harengow
¥nez and Granada-Emery Park Lines.

_ spnearances
Emmet Ao Tompltins, for applicants ané for the
City of Alhambra, and the Alhambra
Cnanber of Commerce, terested partics.

Benjamin Chepman, cor the 0ffice of Price
Léministration, interested partye.

C. H. Sootaill, for City of Los 4ngelies 3oard

of Public Utilities and Transportation,
Interested party.

CRIXIOX |
By this application Foster TranSportation_Cdmpany, a co~
partnership engaged in the busiress of tronsporting passenzors by
notor bus as a common carrief within and between the'incorporated'
cities of Alhambra and San Gabriel and the comsunities of Wilmar and‘f
Garvey in adjacent county area, socks authorityxunder Seetions 15 andé
63 of tae Puplic Urilities det to iacress fares on less than statu-
tory notice. | , | _
Public noaring was nad before Examiher Bryaat at Los Angeies

or January 14, 1946, and the matter is rcad? for decision.

1 h ] - , | ‘
Origzinally the application sought aunthority 2lso to revise certain’
routes. 4% tihe hearing applicant asked that this portion of the '
application be deleted, and no evidence was introduced relative te
routing charges. - o :
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The company's present fare structure provides for six-cent
and ten=cent casi fares, with reduced fare tickets for comwuters in
e ten~cent fare zonmes and for students in both fare zones. Thé
p:incipai change which applicant now proposes Is tne cancellation
of all six-cent fares and the establishment on all‘rcutes ¢f a 10~
cent-one~way cash fare. Incidental changes are tze elimination of a
one-dollar-adult~fare ticket for 13 rides witainm lO~cent fare zomes,
and establishment of 2 general caﬂn fare of fivr cents for gcnool
students In lieu of one-dollar suudent tickets good for 25 ané 20
rides in the six~cent and tea-cent fare zones, reséeé vely.
The Foetcr Trgnuportation Com puny is 2 nartnerehin of 4o

brothers ané thelr father, and is zmanaged by one of tne brotiaers,,

Charles . Foster, who is afded by his wife. The elder Foster is

bedfast, and his participation in the business is limited 4o assisting

In the formulatfon of policles, assisting 4n enswering telephése
Inguiries, and reviewing the worlz of Crazles E. Foster. e otaer
brothker is empioyedvelSewhere'and‘is not active in the affairs of'the
company . |

Urse Charles Ha Foster, wao supervises the mafntenance of
thc'company*s records, appeuroa w‘tne°s In support of this appliél
cation. 3ae introauced and explained an efhioit xhich she had pre—
pared to show results o*,the companyts past operations and to sot
forth estimates of its futurce nccds.' According'to the exalibit, oper~
atfons were profiteble wntil about the tcrminauion of tae wax in
August, 19453 for ;hcvfoﬁr moatias, Aubust.tnrouga lovember, ¢945,
total loss of almost $3,000 was shown. Estimates included 4n the
exhibit indicatod that if present fares are continuod,'ﬁnganpany
would lose over $1,5600 a month, and that at proposod'ratés 7t would
carn about $160 a month or about $1,900 a year. The witaess asserted

.
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vhat aigher earnings would e reasonable, and comparable-with-eérnings
of other bus companies conducting operations ofvsimila: sSCopet. -

Charles . Foster testified that five buses are operated in
schneduled services; four others widlecn are suitable only for stand-bf
service comprise the rest of the company's fleet. He stated that two
of the revularlf over¢ted buses are almogt worn out and sk nowld be re-
‘placea.. ;ne-service 1ife of buses whiclh the company nad pqrchased
new e estimated-to'be five-years..

Otzer vitresse° who appeared for applicant were a repro-
sentative of the City.of Alnambrg a represertative of tac.Alhambru
Chamber of Comherce, -anéd one of app“icar Ts watrons. . Mesoluuionsuof
the councila of the ¢ities o.~Alnamora and San Gabriel and a2 letter

from an Improvement assoclatlion in the hilmar-Gurvcy area were f£iled
as exhibits of record.. In general, these v‘tneSses and exhibits
auscrtca that app’icanx'ﬂ services are necess SaTy to the several com-
muniuies and urged that the Commission give such considcr tion to

this appiication as would assure the continuance of uac-ous‘operation..

A price cconomist of thc Office of Price Administration
testified that, according to seme celculations ﬁhich_hé had_:a&c;in 2
preliminary analysis of applicant's oxaibit, the proposed faxres would
return applicant'arvcry large profif, -ﬁd that an inerease, of about
half of that-sought would still return 2 substantizl profit. . IHe re-
ferréd.té an oxpeasc adjustment for dcnrcciauioq wiieh applicanx mado
1n 1945 figurcs and deelared that ¢ this was contrary to ostaoli,hod
accounti:g principles. . He stated that ke 2ad not had opportunity '
to study applicontis oxhinit in dctaiI;-hOvacr;_in v;ew_of tho troat-
ment given the dcpfdciation adjustmcnt,,hé felt thet the validity
of othor-figurcs in the cxhibit shouwld be quostionede.™

-3
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A transportation engineer oI ;he Commissionts staff testi-
fied that he had analyzed “pplicant‘" opera ting figures and had nade
adjusinents to eliminate or reduce certain crpezgcs WuiCh ne concider~
ed as nqt properly chargeablé to operations. The expense itens
affeeted were depreciation, superintendence of transportation, a
ggneral officer’s salary, and telephone switchboard service._ Using
s adjusted expense Ligures and estiéatiﬁg annual revekue on the
basis of the average monthly revenue received during iugust fhrough'
Novenber, 1945, tne nngineer caleulated ta ﬂt at wresent fares appli~
can%fs onerations dur.ng 1946 would »eturn o ne»-prpfit'o; auoat
$4.,200. | |

The estiﬁates ol applicant, ol tie zonozist, and of the

engineer are set Lforth in the following table:

Total Total Net
Oyerating Operating Cpercting
: _ anewwpw 7?ﬁ€1005 Reyorue
Ao on ,
194‘* LR NN WA N B NN N I WA NN R R N 965,9‘- 960 700 $
1945 present £areS eeeccscecvess 59,002 79;396 (12, 750)
1946 proposed fares seccsovacens 1,072 -
-ﬂ'ic._. p-n A ﬂ-f.:- ‘o " o
-proposed fares - ~ $17,000
1946 partial inc*ease - - 7,000
Commission Enoinee ' ;
T45% adjustod, Drescat fares $85,929 353; 7:339
1946 acfusted, present fares 62,724 58;540 | 4,*8

*For compdrative purposes, viae operating figures for: clcven montnu
through Noverber, _945} were projected to an annual ba iSe

) Indicates losc. '

o The wide variations among tae scvcral_estihates appéar“to e
duc largely to tae selectibn of the data upon which'thcy_were preddi-
cated. Applicant's ostimates for 1946 were bascd on operating ro-
sults for Scptember, 1945, and al%owed for cxpected deereases in

revenuc and increases in oxpensc. The cconomistts cstimates were
2

Scptember asseriedly was an averagoe mont , par*iculurly with ro-
speet to pas QRECT volumc.

-l
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computed upon passenger volume figures for Septe zber, _945, and the
Laverage loss figures reported by applican for the months August,
September and October,‘l945.  The engineer's est tes‘fo“ 1946 w
uted upon passenger volume figures for the four months from
August tarough November, 1945, and upon nis adjustments of the 1945
expenses. 4ll of the figures include revenues ané expenses of
certain non-utility charter services which could not be segregated.
Applicant stated'ﬁhat the'éharte:,services pre*ented 2 mino‘ 'Hase
o the oncrutio“u, and that they were relatively more v table than
the utility servicese. |
Applicant's revenue e**iﬁaﬁés were predicated'upon'its'
belief that future revenues would be reducpo about lO ver cent
passenger-traffic 15 diverted to private tranSportauion wnen new
automobiles and tires become more Sreely avaiﬁaa e. It élso éxpected
that the proposed fare in rease, i austhorized, would result in a
further diversion of about six per cent in passenger volupe‘to‘com-
peting-publié transportation and %o private vehicles. No;éata-were‘
offered to support the amounts of the es t*mdteu decrensa ;._ |
| | 'Applicantfé estimates for 1946 were based upon operating
results for Septémber, 1945, It ¢id not show that thevexpenSes ct
Septenper were representativelof dn average monti. In addition %o
exnanding the actual expenses for the nonth o cover a year's period,
applicant gave effect to several added expenses which it anﬁicipated
for the future. It’calctlated that éepreciatio. expence would
increase 83,300 a year from additional asséts\tq e acquired.
However, recognition may not Be given to expense estimates for
depreciation of assets to be purchased at an fndefinite time In the
fﬁtureQ It wes ’ur*“e* estizated thav wages and salaries_would
increase $3,500 ‘& year, and that the expense of parvs andLsupviies

would increase 52,100 a year. “-gﬁer salaries and wage¢ were not

. ..5.'.
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shoWj to Se definitely predictable, nor was it shomm thét‘the'cost
of parts'and suppiié3 wou1d be as-greétjés estimated;,.Futﬁre
condi io“u canﬂbe considered only ir they are. *eaaonably cert .“.‘
Lpplicant's expense es imatec lack the degroe of certain*y nece Pary‘
‘2o permit tneir being givcn onecific voigh* in “ny conc us_ons.tO‘be
'reached hercin.v |

The economist‘é reliminary cal cuﬂatao.s l‘Lowise were not

sufficiently compleve %o pe*mi* their being vsed in easuring

applicant's revenue - needs. Koweve_, peci’ic adjuutment of
applicant's figure walch he advoéated was tne exclusy on r*o" ’945
opé*at ng expenses of depreciation'cxpense ap licablc to pr*or ynarg.
Th‘s adjuotment, also made by the Cormission's engineer, appears’
necgssarf and proper. | .

The Commissioa's enginees recommended anothér'hdjuétment in
appiiéant’S'deprociation figures. lichﬁu uued eutima ed sexvice
lives of five'yéa*s for veaicles purcnased ‘new ﬂrd Tour. ycu s for
vehicies'puxchased,used. The e“ginee* suated thet, vased vpon his
experiénce ané hisvobservavio“ of otrner companies, it was his opirnion
th@t applicaﬁt's buses should be dep:eciated on‘a‘se#eﬁ;yéar vasis
for.thbse‘purc;-sed déw, and on a *“vn—Jeur vasic *o* thésérnuréhaéed
used. 'Consideration being glven to applicur*’* admi*ted relat;ve
inexberiéncé with the equipmen* v*incipa_;y used, tae e g*noer‘s
depreciation eqtimdtes °eom uo reouat in zOTe reaoonable cha*geu to
Operating‘expe“se, .o*‘tne pu.poses of this progeeding, than do thooe

of applicant.

Applicunt 1isted a nuzmber of other expenses which it believed would
be probably’ iﬂcuﬁred, vput ¢id not es timate the amounts involved. -Some
of these expenses were additionzl mechanies' and drivers! “ala”iea as
fleet inc*oases,‘boockeeping etpense to set up new accountin systen;
depreciation on service car needed 4o replace partner's perﬂonal car
partly devoted to bugxneqs, and legal and audifting expense to be paid
- outside professional men %o replacc time donated by nartner s wife.1

s
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Otner adjustmcnts seu forth ;n the cn~incer s exnibitu 001-
cerned applicant's ch: *ges to onera i“g expense *or superint endonce
of . ranspo:tdtion, general of ficer ) sala*y an gelepaone swiuchr_
board serv;cé¢. He stated that, considering the nature and‘?izé of
- the operation involvdd, an anrnuval expendiﬁure of 33 600 *or supe"‘ -
tendence of fra.sportation should obtain he dngrcn ot °une~vi,ion
'required; and that the charge to oxvensc shoula bc reducea gcccrding-
lj.; Ee'be’ieﬁed that the work of the elde* Mr.‘ oster. as a zc“eral
officer could be transfcrrcd to Charles Hg FOS c“ and to tne gen seral
officg clerks, and-t“at:tne expenditure for general off cer'" ;a&arv
could be thereby eliﬁingted. azsé disall lowed was *he expe d ure ’or_
' teléphdnexinfbrmationvse rvice prov‘ded +o aoplicant's natrons bJ a
local taxi company. e tnoug.t unau thc bene*al office. clerku coald
provide s**’icient informagion °e*vicn da*ing rcgu’ b office hours. .
While these three adjustme“ts xey suggest e conouiesAwn ca could
perhaps be effected, tae evidence does not wa rrhnt the conc;usion

hat.the expenses as actuclly ¢ncurred under b*efert pra ticcg saould
be disallowed for purposés of | |

in‘other respects tnc e“ggncer'" fi ures appear to p*ovide
the best availabln basis cﬂsurirg t“c esu1v3‘of‘applicant’s
operations. . aliﬁ_nat*ng tne waree adjustme ts in questidn‘ﬁoﬁld
increase his expehse'figureu by o3,6°5 wit h‘:nevfollpwing'reéults:

;ota* Total Net |

Operating. Operating Operating
Rovenues uxnoqenﬂ Rcvnruns‘

l945\adju ted, present fares i 6 2 o62 235 & 6
1946 udjuSUed present fares 65 322 62 23; ’439

The Operauin" ratios would be 94.5 cent for i 945 and’9°.2 per
cent for 1946, and uhe rates of return computed on his. dcpreciated

rate vase of v27,638 would be 13.4 per cent and 1. & per cent for 1945A

- -




and 1946, respectively. It seems clear from these figures that

applicant’s operations were relat*veiy profitable7fo* the yeaxr 1945;
vat that they cannot be ex pected to yiold mn adecuate retur“ during
1946 if continued at present fares. Tt also seems clear tnat ‘f the
1946 leve’ of passenger volume: *emaing apnrorimatelf tqe sane aq that
of the latter part of 1945, and ir 1946 expen u.g.do\gotluubgtanzially
excgéd those of.tpe preéediﬁg'year, the nighef fareé ﬁhich’apblicanx:
seeks tq:establish'will &ield én-excessive returi. “._ | _'

" From all of the évidencefof record 1t isfconcludedlthét
‘applicant has not Justified the full i“creagc applied ror but saould
- be permittea to magc some increase In its fareg if 4t is to oaru
a rcaoonablc profit in the immedia futurc.  Considering ‘the
essential character of the - ,crvices which £t is rgndering,'and.its
present and futurc financial rcqui*emcnts as disclosdd‘on‘this'récord,'
we concluac that the additional re"cnae which maj bo expected Yo

csult from an incroafc of one ceont in the fares now appl;cable -

within the-six-cenx farc Z0nes is roasonadly neceuaary-vq tae con—ﬂ
tinucd ovc*atioa of‘the appliédnt, and th:t'the ~*ticipatﬁd'*otu0pcr-
ating prorit under such a furc structurc vould bo roaaonaolo and not
cxccsaivc. , ' .

Upon careful consideration ofvallo: thc.facts“ahd ciﬁcum—
stances ol rocord we are of the opinioﬁ and ”ird ag a féct that an
inercasc of one ccnt in the fares now anp*icublc witnin abplicant'

- six=cont zoncs, as more svocifically °ot forth in the order nqich
follows, is Ju,tifiod. Lo th*s extent the anpl;cetion wil* bc
granted. In otacr ro,pcct, it will e dcnicd.

yo : — : . ——
The engincer's rate base, waich he characterized as "libera

appears reasonably to reflecet the basce upon which a fair rcturn nay
b0 caleculated. Applicant developed 2 rate base of $25,485} but this
figurc was depressed by the exces sive dcprcciatior regcrvo and is

- 4in otaer roespects imprqper., S
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| The above entitled.application neving been duly heard and
 submitted, full coésideration'of'thefﬁatters and talngs ihvolvcd
having been had, and the Commiﬂﬂidn'no being fully advised,

| IT Is {ERH:V ORDERZD that the apn Zcant in this proceeding
‘be and it 1s hereby autho ized to establisn, on not less than five
(5) deys® notice to the Comm¢"°*on-and_t0‘thé pudlic, the follﬁﬁing
changes in its fare structure:s |

1. Inercase present.six-cent one-way cash fares to
seven ceats, with no change‘in‘tra.sfer prov;qioug.

2. BEstablish a five—cent one~way cash fa.e for
,tudcnta unaer eightecn years ol age.

3. Cancel presen ¢1.0olm tiple ride stuaent.farés.

T IS my FURTHER ORDERID thet 4n all other respects
the above entitled. anvlication be and it is qeréby denied,

IT I8 ﬁEREBY FURT&EP quuRED “ﬁt‘uac aavhority acrcin
granted ~hall be void un+e s th- ares autno*_zea in ai oraer are
published, £11 ed and made effective with,n ninctj (90) aay:.from
the effective date nercof. |

This order shall become cffcetive fiftcen (15) days from

the date horeof.‘

e
Dated at San. Fr““ciuco, CuliPo*nia, taiﬂ‘/;ZZL 2y o’
Marcn, 1946, | . |

. Co_misaioncr




