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Decision No. 3S303 

, BEFORE '11-:3 PJ...ILROAD CO]'oo:SSION OF TE:E STATE OF CAtIFOR~'"IA 

I\\~~'~\· ~ l~~ ", ., , '. . 

In the Matter of the AP'P11eation of the ) 
LOS ANCEtES TRANSIT tI!-.<rES, a corpora,t1on,) 
for an ,order: 0:- orders granting pe:-m1s- ) 
s10n tolncrease and adjust, and place ) 
into effect certain fares for the ) Application No. 27487 
transportat:ton" of passengers on 1ts ) 
lines and on lines of Los Angeles, ~otor ) 
Coach~t,1nes ... ' , ) 

Appearances: . 
(Shown in the Appendix) 

CRAEMER, Commissioner: 

OPINION --- .... -~-, 

Public hea:ings' vrere held in this"~'1=lroceeding at Los 

Angeles; June 26·, 27 and 28: and the ::latter \'T3S taken under sub­

mission'upon, the filing of concurre!lt briefs on or before July 22, 

1946; ,Briefs have 'been filed and the matter is now ready for , .. 
decision .. 

The Los Angeles Trans1t Lines provides local transpor-
, 

tation serv1ce to the major'port10n of'the c1ty or Los Angeles as 

well as to other adjacent cities and the populated a.reasof the .. 
co,unty c,'! Los Angeles. The Pacific Flectr1c Railway Company 1'1"0-

v1des lOlcal serv1ce to ~ert.ain sections .ot' the Los'/Ule;eles 

Metropolitan Area. These two. co:npanies conduct a joint operation 
" 

under the. name of the Los Angeles Motor Coach Lines. Each 

possesses approximately a on~-halt 1nterest there1n. 

Applicant's fare structure on 1ts rail and ~otor coach 

lines is bas~du~on a zone plan. !he pr~mary or inner zone extends .. 
radially for a distance of, a:o'Oroximately six miles from Seventh 

" ' __ fIo.. , 

and Broa~way Streets in the city of Los Angeles •• Fare zones 
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beyond .the central zone extend for a distance ranging from o~e to 

sey-en ::dles 'with certain over-l;a.? ~riv11eges_ 

In this proceeding Los Angelos Transit Lines' seeks 
~ 

authority t<:> revise ant! increase the f'a:-e st:-ucture on its wholly 

ovroed transit lines as well as those of the Los A...."gel~s Motor 

C ~ ~'4 h ~'1 ~ oac* ..... ~ ... nes,.. on t. e ... o. owing i.Jasis: 

: 

'LOS ANGELF.S TRA~SlT Ln;r.s 

Intra Zone Fares 

Inter Zone Fares 
Between ~/oZones 

" Three" " 
rr Four " 

School "Fa:-e 

Weekly Passes 
Intra Zone 
Sy~t'e:n 
Joint 

7¢ cash or 
7¢token 

lOt 
15¢ 
20rt 

3f¢ 
·5¢ 

31.25 
1.50 

,1.50 

, .­•. 

!.OS ANGELF.S ¥lOTOR COA~R LI!I;~S 

Intra Zone 
Except 01y:npic Boulevard 
Ol~pic Boulevard 

School :Fare. 

Co::.'Uutation: 

Joint Weekly Passes 
'. '" Inter Z:one Fares 

Betr.,een'::v/o Zones 
IT Three fT 

fT' Four', fT 

Specia.l: 

7¢ 
7¢ 

$1.5(') . 

lOt 
15¢ 
20¢ 

25'¢ 

lOt cash or 
3 tokens fo-::-
2,~ 

15¢ I 

2(')¢ . 

25¢ 

,¢ 
7t¢ 

Ab'011sh 
" 

lOt 
lOt cash or 
3' tokens for 
25'¢ 

5¢ 
6¢ 
lOt 

A'bolish 

12'¢ 
17¢ 
22¢. 

27¢ 

* Certain, eXisting fares to re~in uncr~ged as 
spec1fic~11y shown ,in theappli.cation. 

During the cours~ of the hea~1ng 24 exhibits were 

introduced,. 19 by a~p11cant, 2 by the United States Post Office. 
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Depa:-tment, 2 by the Board of ?ubli<'! Utilities and'Tr~n$l'orta-

t10n of" the C1 ty of 10s Angeles and 1 by the Co~is$:ton' s sta:!'f • 
.. 

Contained in certain of these ex..~1bits are state~entssho·ning 

the operating results under prevailing conditions.'as well as 

the estimates dealing with the ~robable results 't~..at would. 

obtain Under dlff~ren.t f,are structures • 

. 
Except for some adjust::.ent in the fare structure 

applicable to' the Los Angeles Motor Coach Lin~s, the'co:=lpany's 

FJChibit No,. 17 and the Cot:mlissionTs Exhibit !-!o. 23 e::lploy the 

raro.~tructU:"e :lS proposed in the ~pplico.tion_' Exhibit No. 22, 

presented by the staff of the Board of Public ~tilities 'ane 
" . 

Transportation of the City of Los Angeles, is bas~d on the fare 

structure s,ought by applicant with the exception that the w,eekly 

'pass 1s'~0 'be reta1nedat its ?!"csent'level as contrasted 'With 

ap~11cant's proposal to discontinue its use. These various 

exhibits show the esti:ated an..",ual o:oerating ::-esu1ts for thp. 
, 

ensuing year'to be as follows: 

· · : Ap-nliCI1.T'lt 15 Ex;"! b1.ts : CitY' 0-: . :.' COI!ll:lission t s 
Item' : E~~1b1t !EXhio1t : Lo~ L~g~l~s: Staff · · · · .' : No. 12 : No, 12 : 'Ey.h1.b~'t 22 .: 'Exhibit 23 

: :?r~~~nt Fares:?~onosc~F~r~s:?ro~osed F~res:?ro~oseo FI1.~~s 

Ope:"ating $21,677,500 S2.!,n7f),500 
Revenue 

Operating (~a, 155;~Q()) 
Income 

(;R'~d F1P"t1!"~)' 

878,961 

S23,733,OOO 

341,000 

"'Except with retent~on of revenue, passes~ 

S26"OO,639 

~ I!', 0: 409, -".I'" , 

The: pri:nal'Y differer.ce in th~ annual operating 

income shov:n1n Exhibit No. 23 as cO::lpared with that shown 

in Exhibit No. 17" results fro:r five ::lajor items shovm in 

-3-



· A.. 27487 -6. 

( 1) 
the footnot:e, acou..."'lting to approxi:Jately $2,385,000. 

In the case of ~~ib1t No. 22, the engineer for the 

city of Los: Angeles sta.ted that it -nas his objective to show the 

operating results ,under. the most ,unfavorable cond1t1onsv.rith the 

v1.e'W of' demonstrating that even u..."'lder such condit1ons the co:npany 

could continue to operate with 'a ,small profit, provided ,it is 

author1zed to increase the fa=es as requested, except retention 

of rev~nue passes at their present level. ' 

( 1) 
a. Exhibit No. 17 is ba~ed upon the assumption that the 

relation between 'the USe of token and the lO¢ cash fare will 
be on a oas1s ' of, 84; and 16 percent· respect:tvelYi

, ,which was, 
theexper1ence in the city of Seattle where app icant's pro­
:posed fa:-e 1:; nov.r in effect; whereas. Exh1bitNo .. .'23 assumes 
thi~ relation, to be 75 and 25' ,percent respectiv~ly, wh1ch 
was "the experience in San Francisco, 'subsequent to the time 
that 1. t established this fare st:-uctu:e May ,20, 1946., This 
difference· in token use resultsininereas1.ng the est1.:nated 
revenue in Exh1.b1tNo. 23 approximately $300,900 ove:- that 
shown in 'Exhibit No. 17. . ' . " 

0., A major di!fe:-ence in these two exhib·1ts results fror:l 
the fact that Ex..~ibitNo.17 asstitles a d1m1nution intrafric 
resulting from the proposed increased fa.re, varying froe 10 
to 30 percent, whereas' in the case. of Exhi'bi t ,No.. 23', it is 
ass'I:!lled that this:d1m1nution will amo'tl.."lt to, percent.' . 
These different assumptions have the ef~ect of increasing 
the estimated revenue in Ex..1.1b1t No. 2~ over Sl,OOO',OO01n 
exces~ of. that shown 1n Ex.'l1b1t No. 17.. ' 

c. EXhibit No~ 23 ~kes no allowance fo:- expenses 
incidental to 'additionalserv1ce conteml'latedby applicant 
during the ensuing twelve months. The added cost, of p:-o­
v1dingtcis service was est1cated by applicant, to amount to 
approximately $4,0;000. . 

d. Ey.hi'b1t No • . 23 :nakes no' a~lowance for. dep:-ec:tat1on of 
buses to be ,', acquired during the . ensuing, twel v'.! months. This 
would increase, the depreciation allowance in Exhibit 'No. 23 
byapprox1mate1y$23"OOO. ' ' 

'" 

e.. Operating expense allocated to ways and structures 
i3 ,511ghtly over $1.,001"),000 in Exh1.b1 t No. 17, whereas· in 
Ex..'11 b1 tNo.. 23 it is $600,000 .. 



A.27487 -'.;' ." . 

With respect 'to a-pplicant f"s present !inaneial position, 

its Exhioit No. 9 shows that the current liabilities, ineludi~g 

aud1 ted accounts and wages payable together, ·nith ,accrued inter~st 

ar.d taxes, total $2,543,056, whereas 'liquid available, assets con­

sisting 0: cash, Treas'U.~ N'otes andl'ecp.ivables ru:OUl"ltto 

~2,132,942, ':01' a defieit of: appro:d.::lately $400,000in1ts cash 

positior... Efr~ctive !lIay 1, 1946, the' O'P~:-c.ting ~:Qen.ses of this 

carrier were in<:reased approxi:nately $2,000.,000 a year as 0. result 
" ' ,(2). " 

of wage '1ncreas~sgrant~d its p.mploye~s .. 
, , 

T~e granting of.' applicant~,s requ~st ·to- .revise and 

incr~ase its fnre structure w:;.s opposed 'by a·r~p:--.... s~nte.tiveor 

th~ Un1tp.d S:tatp.s Post Of.'fictl! Depart:'lent. This obj/~tion was 

direct~d to applicant's plan to abolish th~ pass form'of fo.!"e noVi 

in e~l'ect. It was contBnded th:.t 1: the postal ~:np10ye,~s are 

1'p.quired to travel o~ th .. } propos~d token tar/<; of.' 8-1/3¢, in lieu 

or employing th~ pr~sp.nt pass p=ivil~ges \7hicn arenOi'l av~11z.bl/~, 

it would itlpos(~ an u.."l.V:1lrrant~d i"ina:'lcial o-urdenon th~:p,o$tal 

se!"vicp.. 

R~pr~s .. ~nt;ltives f1'otl c~rtain orgar.iz~tions pz.rt1clpatp.d· 

in th~ h~ar1ng in this procep.eing to th~ p.xi~nt of cross-ex~m1ni=g 

vl1tn<-!sses, with the obj'~ct:tve or supporting their g'·m~ral 

(2) Applic~nt s.t~ted ir,i. ~!'!'~ct that, as Co. r~sul t of th~ 
settlem~nt of, a'l~bor dispute involving o.n ext~nd(~d strike, 
it'was rp.quired to increase "'::J.g~s t~ e:np1oye~s ~sof Y.ay 1, 
1946 innn ::.motmt. :l:i'pro:r.1mnting 18%_ Th~op(~o.tors o~ 
~ppl:tec.n.t f s motor coc.ehP.'s :lnd·on~-:nc:.. str~et "carz r-=:c,..ived 
an increase of 20¢ pfo!r hou: :!'rol:l$1.03 to $1.23'.' Ot~(:,r' 
e:nployef'sr~c~1v~d s1:liltlr incr~nses. App1icc.nt1's· 10.00r 
costs .'ll.ont!! have .incr'f:~sl!'d sinc~' Jo.nu:lrY' 1, 1941 fro::ol 67¢ 
-per ~v~~age ~n-no'UI' to $1.186 or 77%.. The cos.t:',of labor 
is appro;;d.I!l:it~l:r ;5% of' applicant T s total operc.ting' . 
expens~,':: 'Increasing pric~s of cat ... r-io.ls .:!!:d su:ppli(~s ~or 
the co::ling yt>..s;r will approximte l5% ovp.r tn.4=! 19451~vel. 
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An analysis of' the testi:lony in this record,eea11ng 

\,li th t::'e operating r~~ults unde:- the p:-esent fa:-e st':-uct'Ul"e, 

shows t~~t with the increased ope:-ating expenses the co~pany ~ 

docs no,t obta.in sufficient revenue to meet the cost of providing 

a reas6,na~1€' and adequate se:-vice to the public. This conclusion 

gives due conside:-~tion to the fact that certain adjustment::;' 

should be :nade in som~ of the ope:-atin.g esti:::u...tes present~d in 

this reco:-d. 

With respect to the estimated operating results t~~t 

will oo.ta1n under different fa:-e structu:-es, th.e CO!l'l"i~ss10n is 

imp:-csscd with the need'for ::lore complete and accurate studies 
, ' 

of this gcn~:-al problem which may have a mate:-1al effect, on the 
. . '. 

net operating inco::lc. For exa::nplc, substa.ntial d1ffe:-enee'S 

exist in the esti::lates presented "oy engineer::;, on important sub-

jects, such as the" effect an increase in: fare will have 'on ~he 

diminution of traf!ic, and the ,relation between the use 'of the 

8-l/3¢ token and the lO"¢-eash fare. These, VIi thothcr 1::lportant 

i terns pOint to t.:lj,e need for a fu:-thcr and mo:-e complete' study to, 

er..able the·Coom1ssion to p:-escr!.be the lowest :-easonable rates 

that can bejust:tf1ed, based on an adeq':late se:-v1ce.· 

A :-cv1eVl of this record supports the conclusion that ap­

plicant i= entitled to sooe immed1at.c· e:le:-gency and te::lpora:-y 

relief in 'the way of inc:-easing its!are structure to meet ,the sub­

stantial increase in its o~e:-ating expenses :"esulting primarily 

:tro:n,:-e~ent 1nc::-eascs in labo:, costs. In :-each1ng this concl'usion 

the Co:n:niss10h 1s i~~::essed with the urgent need for a compre-, 

hens1"e transportationzu:-vey to dev~lop all phases of appli'-. ,[ 

cant f s operat1~ns and the rate and tra:"..s~ortation problem in the 

Los Angeles Metropolita!l Area. 1'h1:. gene:-al problem involves 

rev1z~on of methods of p::ovid1ng local, t:-anspo:-tation inc!.dent 
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to both modernization of the. system and adjusting the operations 

to coo~"d1nate w1 thmaj or highway i~provements •. 

A further need for such'a eom?rehens~ve survey is 

supported by the fact that ?aci:f'ic Electric Rc1lway Company is 

• now before the COm::1issio!l seeking authority to increas·e ·its system 

fare· structure which includes the to:> Angeles Metropolitan' Area. 

While that ca!"r1er f s application was hea:-d on a different.record, 

it appears that the Commission should review the transportation 

proble~from the standpoint o~ rates and service, as related to 

these two car:-ie:-s, in one !:l3.jor investigation. To this ... cnd the 

Co~1ss10n is instituting an investigation on its own motion to 

j,nquire into .'3.11 phases of this local transportation pro"olem in 

the Los Angeles Metropolitan Area •. 
Up,on this !"e~ord the COm::lission !'"inds that th~ fare 

structure on the Los Angeles Tra~~it tines and those of. the Los 

Angeles Motor Cvach Lin~s should 'oe inc:-oased to the level set 

forth in the' follow1ng" order, which provides that the a~plicantts 

reques.t· to. increase the p!"~sent 7¢ cash and token !a-:c will be 

increas'ed to lO¢cash with 3 toker.s for 2,¢ and'in'allo.ther 

respects tho application should be ecnicd. 

Tb.-a following rom· of' orde:- 1:s :-ocommcnded. 

o ·P.D E P. . - - - ...... 

Pub11c hea::-ings baying been held in the above,:"entitloo 

a.pplication, 'the proceeding sub::itted and the evidence and briefs 

thorougllly conSidered, and good cause. appear.ing, 

IT IS ORDERED· that Los Angeles Transit·Lines is 

autho:oized to esta.ol!:sh on its lines andth'ose or the Los 'Angeles 

Motor Coa.ch Linec on not les's than i"i ve days' notice to the 
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Commiszion and to thcpuolic the following changes in its· fare 

structur~;' 

1. Increase 'the ~resent 7-cent cash fare 
to lO-c~nts. 

2~ Increase the prcsent'7-cent' token !are· 
to 3 tokens for 25-cents. . 

IT IS FURTHER OP.DERED.that in all othe= :-espects the 

a~ove-ent1tled application is denied. 

IT IS FURTEER ORDERED t~~t the authority herein granted 

shall b~ void unless the fares authorized herein are published, 

filed and made effective within 60 days from the effective' date 

of th1s.'o::-de:-.. 

The effective date, shall be twenty days from the date 

hereof. 

The foregOing opinion and o:-de:- are he:-eby approved and 

ordered filed as the opinion and order of the RsilroadCo~~1zsion 

of the State of California. 

Dated at San Francisc9, Ca11forni~, this ....-___ c.ay of 

July, 194 6. 
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-APPENDIX 

GIBSON, DUNN & CRUTCEER, by S .. M. F.A.SKINS, W. M .. ,TAYLOR 
a.nd MAX EDDY UTT, for Los Angeles Transit Lines and 
Los. Angeles Moto:- Coach L1nes:. 

c. W .. CORNELL,for, Pacific Electric Railway Company. 
ROGER .AR~"EBE:fCE,fo:- City ,of Los Angeles. , 
K. CHARLES BEA!'-, for Board of Public Utilities and 

~I\ 

TransJ:)ortat1on, Ci,ty of Los Angeles., 
CLYDE WOODWORTH, 'to:- City of·Inglewood • 
.s~VORD GOLDNER, for ,National Citizens Political Action 

Co:nmittee, C.I~ o. , 
JOHN B~HARMON and C.. O. BURGIN, for Office of' Price 

Administration, San Francisco. . 
MAY'ER C.. ROYAL, for 14th Congressional DemocratiC Club. 
DAVID B. TROTE, for All of th.e Garden: Variety otLos 

Angeles Citizenry. ' 
JAMES E. VlTh"NE, for U. S ... ?os,t Office, Los Angeles. 
JOY h. VrINANS, for Municipal'League of Los Angeles, also 

Peoples Lobby of California_ ,,' .,", 
CLARA McDONALD, for Peoples Lobby of Ca11for·nia.· 
JAMES t. DAUGEERTY, National Representative, Ut,111ty 

Workers Union of America. ' , 
E. L., PAP.KER1 for Local 1420 Utility 110rkers Union of 

P.merica ~Legis1ative Repres.entative.) 
LAWRENCE 1re~"DELSON~ for' National Lawyers Guild. 
? H. LES1'ER, for Peoples Lo~bY'. 
LOUIS SCHWARTZ, for News, Boys Union,' C.I.O. . 
BELEN S. :FLEMING, for Women f s International League. 
EARLS. CRAIG, ~or Public Affairs Forum. 
RUTH? JACKSON, for Los Angeles Committee for no transit 

!are increase. , . 
A. T. T. T'r.IGG, District ?:-1ce Attorney and BENJAMIN 

CHAPMA-~, Sr. Pr1.~e Attorney, for Office of Price 
AdI:l1n:tstration, Los Angeles. 
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