
FJ 

Decision No. 

BEFOa: THE PUBLIC UTILITIES 

In the !¥latter of the Application) 
of GLEND.'\LE CITY LIr~S," INC. , ) Ap,lication No .. 2$583 
for authority to increase its ) 
fares. ) 

Cosgrove, Clayton, Cr~er & Diether by Leonard A. Diether 
and c. H. ·Hasbrouck for applicant; Henry l\~cClernan and John H. 
Lauten for the City of Glendale; Archie L. ~Jalters for the City of 
Burbank; Roger Arneberg by Clark H. Sturm for the City of" Los 
Angeles. 

o ? I N I 0 I'J 

In this application Clencale City Lines, Inc., seeks 

authority ~~der Section 63(a) of the ?ublic Utilities Act to estab-

lish increased fares and revised fare zones. 
-Public hearin£;s were l"lelc in this lnatter before Commis-

sioner 111 ttelstaedta:1d Exami:1er Chiesa, a't Clendale, on October 10, 

1947, and at Los Angeles, on October 11, 1947, at which time the 

matter was taken under submission. 

Ap?licant, through its transportation consultant, pre­

sented testimony relative to the earning position of the company, 

showing the estimated return under present fares and the fare struc­

ture set forth in its application. Representatives of the Commis-

sion's ~ngincering staff like~~se presented testimony relative to 

estimated earnings under present and proposed fares as well as under 

other fare structures, also testimony as to the adequacy of service. 
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A. 28583 e-J 

A consulting engineer for the City of Glendale introduced 

a report on the financial results of operation for the calendar 

years 1941 to 1946, inclusive) but did not present estimates of the 

future earning position of the company. 

The ccmpany and Commission witnesses differed sharply 

as to esti~ates of revenue to be expected, both under continuance 

of present fare and under the fare structure proposed by the com­

pany, and also as to the estimated cost of rendering service. The 

follo'lring t~ble sets forth the two estimates f.or the twelve-month 

period ending vctober 31, 1948. 

:AEpli.Cant's Exhibit t!ll:?U.C. Staff Exhibit i:17: 
Present ?roposed Present Proposed 

________________ ~ __ ~F~a~r~e __ ~ __ ~F~a~r~e~~ __ ~F~a~r~e __ ~= __ ~F~a~r~e~ __ : 

OPSRATINC aSVENUES 
Passenger Revenue $354,563 C/.j.21 t .313 $401,.810 ~479,360 
Other Rcvcn ue ~~2;.,:1,~7.;:.1;;.6 _~~2::..1!1...:!:7-=1.;.6 __ ~1l""!:7~,~5::;.;20r-_~r:;S;.J.' ~70;.:0r-

Total 0357,279 C424,029 $409,330· ~4e8,o60 

OPERATING ;XPENSES 
t, 'it P- G ... q. 4'. co. G.tar. 

Expense C 96,39$ 
Trans~ortation 187,672 
Traffic, Solic. & 

Advertising 
Insurance & Safety 
Adm. &. General 
Deoreciation 
Operating Taxes 
Operating Rents 

2,660 
1:3,196 
25,576 

.42,719 

,.~) 

o 96,39$ 
le7,672 

2,860 
21,200 
2$,913 
42,719 

~5(ij~ . ) 

Total 0400,620 $406,961 

1~et before Inco:.:'Xaies{;{.t3, 341) $ 17,068 
O?erating Ratio 112.13% 95.97% 
lnco~e Xaxcs - C 5,879 
Net Operati!'lg I!lcoree $(~) $ 11,189 
Rate Ease C2~ 2$0,839 
Rate of Return - _ 3.98% 
I·!iles Opera tt::d 1,044,64$ 1,044,648 
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C 80,430 o 80,430 
190,730 190,730 

3,240 3,240 
21,040 21,040· .,' 
24,650 24,650 
33,120 33,120 
31,740 31,740. 

03$4,950 $384,950 

$ 24,380 $103,110 
'94.0% 78.9% 

~ 5,420 i 40,150 
~ 18,960 62,960 . 
.,,203,380 .;,>203,380· 

. 9.3% 31.0% 
1,060,000 1,060,000 



A."l over-all coopar'iso:1. between the two estimat.es of oper­

ation ~"lder ,resent. fares discloses the fact t.hat applicant forc­

casts revenues ~52,05l lower, and operat.ing expenses ::;'15,670 higher, 

than those developed by the Co~~ssionTs staff. 

The difference in revenue estimates arises from the fact 

that a?~licant s:1.ci t.he Co~r.issionTs engineer r~ach different con­

clUSions as to the future tr~nd o~ traffic. During June, 1946, the 

employees of applicant were on strike fro~ the 6th to 15th, inclu­

sive. Service was resuoed on June 17 at a level considerably lower 

than that existing just prior to the strike. Applicant's witness 

esti~ates a 10.5% decline in passenger revenue in view of the do~~ 

trend experi~ncc ~ince N.:.rch, 1947. On the other hand, the Commis-

sion's engineer :':as of the opinion that the dc,ressed level of traf-

fie, particulctrly since June, 1947, can be attributed solely to the 

strike, and that in i:1.sta."lcCS ',rl1ert: strikes had occurred ,in other 

cO~~"lities, si~~l~r reductions in traffic were followed by a . 

res~~ption of th~ original traffic level. 

The principal ~ifferences in estimates of operating ex­

penses ~ertain to :naint~nance o~ equipment and depr~ciation expense. 

Both a~~licantts and Commission's witnesses used esti~ates 01 cost .. 
on a mileage basis; applic~t at 6 cents per ~~le and the Co~~is­

sion's e!'lgincer at 4.11 cents. The 6-cent ratc;, so the witness 

t,estii'icd, is based on an esti:'.clte furnished by the cOl:lpany'sopcr­

a,ting de:partm.::nt. The COn'mission' s ~nginc;;or based his costs On <l 

det~iled analysis of the ~l~~ge expected to b~ operated by differ­

ont age groups of bUS0S with estimated cost for each group. 

T~e di~ferencc in depreciation expense cstiL1ates may be 

attributed to the :na.nncr of ap?roach used by the two witnesses. 
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A. 28~8:e JB 

Applicant's estimate reflects the accounting procedure of the com­

pany which includes the net amount resulting from mon1es received 

from five buses, leased to Pasadena City Lines, Inc., depreciated 

on a five-year basis, and that paid out for five buses leased from 

affiliated companies. For the purpose of computing depreciation 

expense, the Comm1ssion's engineer considered all buses in the 

Glendale operat1on as o~~ed by the company. The estimates of rate 

base differed principally due to the theories employed. The com­

ponents of the two bases are shown below: 

Denreciated Investment ' 
Applicant P.U.C. Staff 
, Ex, #5 Ex .. #17 

Structures, and motor coach, garage, 
and office eqUipment $169,687 $178,250 

Service value of' fully depreciated 
motor-coach e~u1pment 

Land 

Materials and Supplies 

Organization 

Working c,ash, 
Total· 

14,152 

45,000 15,130 

15,000 9,000 

7,000 l,000 

~Q,~OQ' 
$2 0,39. . $203,380 

The various differences in these two estimates 

represent the views of the engineers who prepared them. Both 

estimates appear to, have certain def.ects w1th respect to the 

generally accepted 'principles relating to the amount on which a 

carrier is entitled to earn a return. 

The City of Glendale contend's that certain revenue re­

ceived by applicant from Pacific Electric Ra11wayCompany should be 
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included as operating revenue. Said rcv~nue is paid to a?plic~nt 

~urstl.:l.nt to an agreement between it a:ld the Pacific Electric Rail­

way Comp~ny which, among othG~ thin£s, provides: 

1'5. Railwo.yproposcs to continue its inter­
urban ,~ssenecr service by railway or ~otor coach or both; 
aailw~y agrees to withdr~w from local p~sscn8er service 
in th~ Cl~nda1c area, ~XC0pt local passenger service 
wit~in the City of Glendale on its interurban cars or 
motor coaches or bot~, operatod on BrwdBo,ulcvard, Glen­
oaks Boulevard and Glcndal~ Avenue, so 10:lg ~s they con­
ti~ue to be operated on the s~e, or substanti~lly the 
same routes. Raih:.:l.Y agr<:;;es that said operating com,any 
shall hav~ the rig~t to engagG in local eotor coach 
service on Br~nd Boulev~rc, Glendale Avenue and G1cnoaks 
Bou1ev~,rd, ~nd agrees that at no time ..... '1.11 it oppose in 
o'!'lY wa)r the exercise by Glendale op.:;.rating cornpany of 
said richts.. . , 

aIt is i.l.."ld(:rstood Cone. agrc~dthat so long as 
saie. o,orating com?any d.ocs not. operate: on said above 
n::mcd streets, Rc.ilw~y "itill pay tho s8.id operating. 
cOr:1.pany: 

a(~) ~ ..... cnty-two c.nd one-half ,er cent 
. (22-l/2~;) of the g,ross revenue derived b~r Rai1~y 
i'!"o~ its local ~.:lszengcrs ~·lhose· tranS:90rtation on 
R~il·If('::.yT s li:'lc is cor:fined wholly to Brc.nd Bo.ule­
vare. ·,r.i.thin the city limits o,! Glend<}.le, a.."ld ••. 

" (b) For ~ period of two ~rcars, ten pcr 
cent (l09~) of the e;ross revenue c.C'riy·,;d by aailway 
from 10 cel passengers whose tr~'"lsport~tion on Ro.i1-
W.1Y'S line is confined wholly to the;. city lim tsor 
Glcndllc in con."lection · ...... i th R3.ihl~Y' $ operations on 
Glcnoaks Boulevard." (This ,rovision is no long~r in 
effect. ) 

The revenue from this source al:l0u.nts to ~1,38B • .33 pcr 

month or $16,660 p~r ann~. A?plic~t contends that this revenue 

cc.nnot be cor!sidcrcd 3.$ der::' vee froI!'l operations but is ai paycent 

for rights sold toO th~ ?aci!ic Electric R..1i1t'l~Y Company. It 

appe~rs th3.t Glcnc3.1c City Lines, Inc. possesses the right for 

local service on Brand Boulev~rd ~~d that the Pncifie Electric 

Railw~y Coml'~ny, i:1 .3. sense) functions 2.S its ilgen'C in so far as 

~ portion of the local tr~nsportation on suici $tr~et iz concerned. 
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A review of the record %~th respect to t~is item clearly justifies 

the conclusion th.:.t the revenue received by o.pplic.:.nt und<.;.r this 

arra."i.eC1TlCnt is. opcr(),'ting income and should. be so trc~tcd. 

The I;vidcncc of record, incl".lding the ~stimat€;s and· 

forecasts hereinbefore: discussed, lcads""Us to the conclusion that 

a,plic:...nt, with no ch~"i.ge in its prese:~t fare structure, may be 

rC:.lsono.bly expected to ....:arn ~ net rcvc:l'lue during the yeo.r ·t:nding 

October 31, 194$, of some C40,OOObefo:re inco:ne taxes, or approxi-

mately JZj, 000 ~fter taxeJ. Thc oper~'uinK [aulD on uhlu btluicr 
wo~c. bo !:l. bo\.l.'to c;~% 'bc.forc. 't,3.X05. It. o.;pp ... 1?rs that $uch an opor.':l.t-

ing result. ... :ill provi6c .:l rcason~blc nJ:'1Q. c.clcq~tc return ror this 

operation. 
Upon c~rcful consider~tion of ~ll thc facts ane circum-

5t~.nccs o~ rocorc., t.h~ Com:nizsion is 0;(' t:l0 ol'inion and finds as 

c. f.-;.ct tl'v:.t no incrc.!).sc in a'O'Olicant T s ~rcsent fares has b(:;;en . . . 
justified. T~c ~pplic~tion will bc dcni~d. 

o ~ D :=; R 
...... - - --

Public hi..D.rings h.:::.ving been h';)ld, the mo.tter submitted.,· 

.::nd the Co:nrnission being fully ac.vised, 

IT IS HEaEBY CaDZRED th~t the a,plication of Gl~ndalc 

City Lin(;s, Inc., No. 285$3, be, a:'ld it hcrtby is, denied. 

,. 
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T2'le effective d~te 0.£ this ord<:r shJ.l1 be twenty (20) 

days from the date h~r~of. 

Datecl D.t k. ~4 4<;"" C:;.lifornia, this 1= -# 
c,::.yof 4~ , 1947. 

COl·Jl\J:SSION~RS 


