A 27163 - DCF .

41104
Decision No. /704

SEFCRE THE PUBLIC UTILITIES COMMISSION OF THE STATE CF CALIFORNIA

In the Matter of the Application of

ALL ANERICAN BUS LINCS, INC,, for a
certificate of public convenience and
necessity authorizing operations as a
passenger stage corporation between

San Piego and San Francisco and Qakland,
California, and intermediate points.

Application No. 27163
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OPINION

american Buslines, Inc.,(l) by the instant application, as amended, seeks

(1) Applicant will usually be referred to herein as American.
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a certificate of public convenience and necessity permitting it to transport pas-
sengers intrastate from the Californiz-Arizona state bouncary néar Fort Yuma to
the California-Oregon state line near Crescent City, by way of San Diego énd Los
angeles; then following generally the Coast highway'through Santa Barbara, San
Jose, San Francisco, Santa Rosa and Bureka., Authority is requested to serve most
of the intermedizte points alonz such route, but with some exceptions.(z)

Several months before American filed its application, Dave WBlzinger,
operating as Pony Express Stages, made applicstion for a certificate to render
passenger stage—service from the ifornia-Nevada state boundary near Baker to
Los sngeles; thence along the Coast Route to Sén francisco, serving certaiﬁ inter-
mediate points. As the proposed services of Wolzinger and imerican were similar
in many respects, the two applications were consolidated for the taking of evidence.

Public hearings were held at Loz Mngeles, San Francisco,'S#n Diero, S;n
Tuis Obispo, Santa Rosa and Eureka, before Examinei Howard. They began February
25, 19L6, and ended January 31, 1947, with 60 days during that period being de-
voted to the introduction and receipt‘of the evidence which comprises the record

hercin. Many technical and public witresses were examined and hundreds of exhibits

received.(B) Opening briefs of American and of those protesting its application

were filed concurrently on June 16, 1947, and closing briefs were reccived lugust
11, 1947. Thereafter, on Scptember 15, 1947, oral argument was presornted before
the Commission en banc. All issues inhereat in this procecding were thoroughly

and ably presented for the consideration of the Commission.

(2) No local service is proposcd by American between (a) EL Cajon and lLa Jolla,
inclusive; (b) Newport Beach Junetion and Los aAngeles, inclusive, via Long
Beach and Huntington Park; (¢) Senta Ana and Les Angeles, inclusive; (d)
Long Beach and Santa 'onica, inclusive; (e) Los Angeles and Santa Monica,
inclusive; (f) Los Angeles and Vioodland Eills, inclusive; (g) Carpinteria
and Goleta, inelusive; (k) San Francisco and San Jose, ianclusive; (i) San
Francisco and San Rafael, inclusive; and (J) Scotia and Arcats, inclusive.

On April 7, 1947, after the receipt of all evidence, Dave Tiodzinger sold

his existing interstate passenger operative rights to Burlington Transporta-
tion Company, a subsidiary of aAmerican. Immediately thercafter he requested
the Commission 4o dismiss his pending application for Intrastate rigats.
Tais was done on April 22, 1947, by Decision No. 40191 in Applicatlion Ne.
26888. Consequently, only Application Ne. 27163 remains to be determined,
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American Buslines, Inc., is a Delaware corporation. It is thewsuccessor
in interest to All American Bus Lines, Inc. It poésesses interstate common car-
rier rights to transport passengers by motor vehicle from coast to coast, serving
thirteen states. It operates approximately 7,000 route miles extending from New
York to San Francisco via Chicago, Illinois; St. Louis, !issouri; Dallas and n

Paso, Texas; Tucson, Arizona; and San Diego and Los Angeles. It also owns a 100

per cent stock interest in Zastern Trails, Inc¢., aad in Burlington Transportation

Company. American's acquisition of the latter gave it control also of a 50‘per
cent interest in the Denver=Colorado Springs-Pueblo Yotorway, Inc., a 50 per cent
interest in the Denver-Salt Lake Pacific Stages, Inc., and a 100 per cent interest
in the MYuscatine, Davenport & Clinton Bus Co. American recently was authorized
by the Interstate Commerce Cozmission %o acquire Mo-Ark Coach Lines, Inc. Burle
ington Transportation Company operates from Chizage to San francisco_and Los An-
geles via Salt Lake City, Utah, and Reno ard las Veéas, Nevada. Mo-Ark Coach Lines,
Inc., operates between Kansas City, lissourd, and Florence, Alabama, via i'‘emphis,
Tennessee. American and its subsidiaries operate a transcontinental bus system
of more than 17,000 route miles, offering service in twenty-six states and the
District of Columbia.

The risht which American seeks from this Commission is to carry passen-
gers intrastate along sudbstantially the same routc now followed in its interstate
operations between the California-Arizora boundary and Los Angeles, but it is not
seeking an intrastate right between Los Angeles and San Francisco by the San Joa-
quin Valley route over which it now operates in interstate service. Instead, its
proposed intrastate operation from Los Angeles to San Francisco and on to the Ore-
gon line will be by the Coast highway. it nas an application pending before the
Interstate Commerce Commission to render an interstate service over this same
route.

American declares that it has been modernizing its bus fleet as rapidly
as possible during the past two years. It has arrahged for the purchase of addi~

tional Aerocoach and A.C.F. Brill buses, and is testing a new model of the Twin
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Coach Company which vill be used if proven satisfactory. ALl couipment hereafter
acquired will have seating capacity fqr thirty-seven paSscngers. It declarcs its
intention, if the application is granted, to establish terminéls at San Diego,
Los Angeles, San Franciscb, Long Becach, Sen Jose, Santz Barbara, San Luls Obidpo,
Salinas, Santa Rosa and EZureka, and also garage facilities at Los Angeles and San
Francisco. It states that it is prepared to expend in excess of 92,000,000 for
such terminal facilities.

The intrastatc fares proposed by American upon beginhing operations are
to be at the same level 2z those anplied by Pacific Greyhound Lines and Santa Fe
Transportation Company for corresponding services in Californis. Along tne routes
involved, such fares range from 1.1€ cents to 1.50 cents per mile for a one-way
fere with a round-trip fare approximately 180 per cent of the one~way charge.

The granting of Americen's application is opposed by Pacific Greyhound
Lines, Santa Fo Transportation Company, The Atchison, Topeke & Santa Fe Railway
Company, Southern Pacific Company, Northwestern Pacific Reilroad Company, and San
Diego and Arizona Eastern Railway Company.

Pacific Grerhiound Lines is a California corporation. It scrves along
cach of thec routes over which American secxks to operate. It is one of the twenty-
one bus companies affiliated through the Greyhound Corporation which together oper-
ate approximately 70,000 route miles tiroughout the United States, including ex-
tencions inte Canada and Mexice. Pacific Grevhound Lines operates in cxcess of
9,000 route miles, its scrvice extending from Portland on the nor@h to‘San‘Dicgo
on the south, and eastward to Salt Lake City, Albuquerque and El Paso. In Calif-
ormia it has rights permitting it to operate along mest of the major highway routes
and to serve all of the principal cities, although some of its rights are re-
stricted in favor of other local bus yperators. |

Santa Fe Transportation Company is 2 California corporation whosc stock
is wholly ovmed by The Atchison, Topcka & Santa Fe Railwzy Company. It conducts
intrastate bus operations between San Francisco and Los Angeles, and intermediate
points, by way of the Sar Joaquin Valley, and aiso betweeﬁ Los Angelcs’and_San

Dicgo, and intermediate points. It opcrates in association with the Santa Fe
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Trailways System, The Atchison, Topeke & Senta Fe Railw:x,/ Company provides rail
passenger sorvico botweon San Diego and Los Angoles, and a coordinated rail=bus
service in connection with Santa Fe Transportation Company between San Francisco
and Los Angeles.

The Southorn Pacific¢ Company provides rail passenger sorvice from Port-
land to San Francisco via the Sacramento Valley, and from San Francisco to Los
Angeles via both the San Joaquin Vallcy route and tie Coxst route, Two of its
lines extend castward from Califoraia, onc from San Francisco over the Overland
Route via Reno, and the other from Los fageles along the southern route via Imper—
ial Valley.

Northwostern Pacific Railroad Company, a subsidiary of Southern Pacific,

renders rail service along the coast between San Rafael and Eurcka, San Diego

and Arizona Zastern Railway Company, 2also 2 subsidiary of Southern Pacific Company,
renders rail service jJointly with Southern Pacific betwccn‘San Dicpgo and Yuma via
El Centro.

Tt ig the contention of the scveral protestants that the evidence pre-
sented by American coes not furnish a basis for the certification of an additional
and competitive service, they claiming it has not been shown that public conven~
jence and necessity rcquire the proffered service. It is argucd that the present
operators have been discharging and are 2ble to discharge their full duty to the
public with rczpect to service schedules, equipment, facilities and farcs. For
this re“son, they contend, it may not properly be found that the publlc interest
requires the addition of a new carrier service in this field.

Describing row in morc detail the extent of the bus service offered by

merican along the above generally delineated highvoy routes over which it secks
authority to conduct an intrastate service, it will be of aid to summarire not
only the schedules it proposes to ¢stablish, but to note also the oxtent of the
passenger servige presently afforded by cach of the existing carriers, both high=—
way and rail. Such'a comparison of American's proposed services with thosc now

available will serve to simplify our subsequent analysis of the facts upon which
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American relies in justification of its application for a certificate of public
convenience and nccessity, and will also aid our review of the contentions advanced
by the scveral protestants.

Between Fort Yuma and San Diepgo

American proposes to operate three bus schedules in cach dircction daily

between these points. It now has three interstate schedules along the same route,
but offers to render intrastate servicc on such schedules to the extent that seats
arc available. The services presently afforded by existing carriers between the
same terminals, or to points intermediate or beyond, awre 2s follows:

Bus service is afforded by Greyhound aleng tﬁc whole of the route. This
carrier operates ninc schedules daily in cach dircctioh‘betweén San Dicgo and
El Centro and eleven between El Centro and Yuma, Greyhound alse provides nine
schedules cach way daily between E1 Contro and Los Angeles over another but
shorter route by way of Indioe. |

Rail service is rendered jointly by Southern Pacific and San Dicgo and
Arizona Eastern between Szn Diego and Yume, via El Cenmtro, with one train each way
daily, and also one train daily operated between San Diego and Calexico. Southern
Pacific operates six trains daily each way botween Los Adgcles ond Yuma, via
Niland. -

Betwoon San Diego and Los Angeles

American proposes to institute seventeen schedules each way daily betweeﬂ
these two cities. Three would operatc by way of Santa Ana, and fourtecn would fol-
low the coast highway via Long Beach.

Bus service is presently afforded between the same termini by Greyhound,
Santa Fe Transportation Company, and Inland Stages. .Greyhound provides thirty-
scven schedules cach way, three of which arc routed through Santa Ana and the re-
mainder through Long Beach. Santa Fo Transportation has nineteen daily schedules
in cach direction. Inland Stages operates threc schedules cach way ovér a more
cirecuitous route through Elsinore. |

Five passenger trains are operated by Santa Fe each way daily between

P

San Dicge and Los Angeles.
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Between Loa Angreles o~nd San Francisco

Ancrican's application, as noted abeve, is for a right to carry passen-
gers intrastate between Los Angeles and San Francisco only over the coast highway
by way of Santa Barbara, Pasc Robles and Salinas. It does not promose to overate
intrastate by way of the San Joaguin Valley. It proposces to cestablish ten sched-
ules cach way daily over the full route, with one additional schedule between Los
Angclos and Santa Barbara and between San Francisco and Salinas. No leeal scrvice
is offercd between San Francisco and San Josc, inclusive:

Bus service is presently afforded between these termind, over both the
coast route and valley route, Greyhound scrvice between Los Angeles and San Fran—
¢isco by way of the coast routc consists of nincteen northbound schedules daily.
and cighteen southbound. Greyhound service from Los Angeles to Santa Barbara con-
sists of twenty-two schedules, with once less schedule operated in the reverse
dircction; from Los Angeles to Paso Rovles, eightcen schedules, with one less
returning. From San Francisco to Salinas, Greyhound has twenty-four schcdules,
with one¢ schedule less in the reverse directioﬁ; from San Francisco to Saata Bare
bara, it has nincteen sehedules, with onc less returning. It has sixty-five
schedules each way daily between San Jose and San Francisco.

Southern Pacific's rall pascenger scrvicc’ovcr its Coast linc between
Los Angeles and San Francisco comsists of five trains in each dircction daily.
Between San Francisco and San Josc it opcrates twenty-seven loéal trains each
way daily..

‘ The existing bus and rail services between Los lngeles and San Francisco
by way of the San Joaquin Valley arc as follows:'

Santa Fe Transportation provides fiftcen bus scheduies each way daily
by the valley route,. and this corricr, together with Santa Fe, operates four coor-

dinated rail-bus schedules ecach way. GCreyliound operates over the valley route

vith twenty northbound schedules daily and with cightecn southbound.  Southern Pac-

ific has three trains in cach dircction caily over this route.:

The Airline Bus Company opcratos between' Los Angeles and San Francisco
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with threc sencdules cach way dally, its route traversing the southern part of the
San Joaguin Valley.

At the time evidencc was taken in this proceeding there were forty-six
airplanc schedules each way between these two cities.

Between San Froneisco and Califernia~Oregen Line

Amcrican's proposed service over the coest highway northvound {rom San
Froncisco would consist of five schcdules daily as far as Santa Rosa, three to
Eurcka, and two to Crgsccnt City, with the same number of schcdulgs,rcspcctively
southbound. It does not offer service between San Francisco ané San Rafacl.

Creyhound now provides five schcdﬁles‘daily to Crescent City, eight to
Eureka, ten to Ukiah, and thirty-onc to Santa Rosa, with 2 like southbound service.
Between San Francisco and San Rafael it hes fifty-nine schedules oach way.

A comparison of the volume of scrvice thus offered by American, with that
being supplicd by the protesting bus carricrs along the same route will be per~
coived more readily by expressing the scrheduled runs of cach in terms of bus miles
that must be operated deily, without allowance for the running of extra sections.
The approximate scheduled miles of cach, by routes, is sct forti below,

DAILY SCREDULND BUS MILES *

: Existing Bus Corriers Proposcd Total, after

Routes Pacific 3anta Fe by addition of
Between Grevhound Transo.,  Total Americon american

ermeepmuman

L]

TYort Yum and
San Dlego 3,454 3,454 1,074

San Diego and - -
Los Angeolea 9,250 L, 500

Los angeles and

San Franciseo
Coast Route 18,243 10,164

Valley Route 15,2715 15,710

Both Routes 33,518 15,720 ‘ 10,16
San Francisco and
Crescent City 8,354

Total Scheduled ‘ :
Miles Daily 54,576 20,460 18,058

————
———

% Neot inciuded in this tabulation are approximately 2,394
scheduled miles operated deily by Alrline Bus Company be-
tween Los Angeles aad San Francisco, nor about 1,038 miles
oporated by Inland Stages betwcon Los Angeles and San Dicgo.
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The scheduled bus miles of Santa Fe Transportation in Its operations
between Los Angeles and San Francisco, as indicated in the above table, include
approximately 3,680 bus miles operated only between Los Angeles and Bakersficld in
coordination with Santa Fe rail service. ZEvidence was prescnted by both Santa Fe
Trathortation and Grevhound to show that the actual bus miles operated along all
such routés considerably excecd the scheduled mileages indicated, for the reason
that frequently one or more extra scction runs must be supplied. Along all its
routes in California, Greyhound operated 59,289,684 bus miles in 1945, and
72,641,380 bus miles in 1946, which when reduced to an avorage daily operation,
equaled about 162,437 and 199,017 dus miles d‘aiiy during these respociive years.

American offers to initiate ivs proposed service with the schedules above
indicated, and comits‘ vi‘c.sclf to the cceuisition of mew cquipment and construction
of torminal facilities by the year 1951. It will be scen that the service offcred
on that segment between Fort Yume and San Dicge would amount to about 31 per cont
of that presently given by Greyhound. Cn the routc between San Diego and Los An-
geles the offered service would constitute more than 32 per cent of that given by
both Greyhoﬁnd and Santa Fe Transportation. Between Los ngeles and San Francisco
jts proposcé service over the Coast route would equal more than 55 per cent of
that afforded by Greyhound over the same route, and fully 20 per cent of the total
bus service afforded between these cities by both Santa Fe Tran;portation and Grey-
hound over the Coast and Valley routes together. Aleng the Coast highwoy north
of San Francisce, it offers to ronder scrvice equivalent to over 27 per cent of
that afforded by Greyhound.. Comparing the total quantum of bus service offered
and that now supplicd between the points affected, it is seen that American's pro-
posed operations would add more than 2L per ceat to that now furnished..

The testimony and argument vhich /merican has presented before the Com-
mission in support of its application may be revicwed sufficiently by_summa.rizi.ng
the evidenco of record uporn the four msjor propositions vhich it advaﬁccs, namely:

That with the continued growth of the Celifornia cities which it sccks to |

serve, sufficient potential bus traffic will be available by 1951 to make its un=-

dertaking esonomfcally feasible;
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That the applicant corporstion posses:cs the expericacc and the firnancial
aoility to fulrill the service commitments gilven:

L)

That the intrastate bBus scrvice rcndc&ed in Californiz teday docs not
adequately mect the public necd;

That there cxdsts a2 lack of competitive bus scrvices todry, justifying
the entrance of 2 new carricr into the ficld.

Traffic Potential and Revernucs

Estimates of the traffic load that Amcrican might realize, togcther wit)
the oxpected rovenues anéd oxpenses of onersiion, were given by its witness, lr.

C. G. Anthony, a consuiting cngiacer. The material presented by this witness con-
stitutos swbstantially all of applicant's technical cvicence with resmect to
travel potentizl and anticipated operating resuwite. Before commcntiné upon his
gstimates of roevenues and cxpenses, his bazic assumptions reluting to prosweetive
traffic chould be explained in somc Getadl,

Mr. Anthony's study of Bus traffic tronds and potentials was founded
mainly upon operating statistics of certain bus car iors in the so-called Ninth
Region, including the states of "ashington, Orcgon, California, Nevada aad Arizona.
After giving consideration to both national and local tronds of populstion, busi-
ness activity, and Bus travel, he conciludes that there will Be a large increase in
intercity Bus travel over prevar levels, but that the greatly incrcased business
of tinc war years would not continuc. He referred 4o the dbus travel of these recent
ycars as hothousc traffic thot cannot long cndurce and must disappear..

ir. Anthony thea adopted 2 figurc to represent his estimnte of the poten-
tial inturcity bus passenger miles available to all earricrs in the year 1951 when
prewar trends will be reestadlished. The figure of 16.87 billion passenger milcs
wes adopted for the ration as 2 wholc. Of this, ten and one—ﬁalf wer cont, or
1.8 billion passenger miles, were assigned to ten selected carricrs in the Ninth
Region, including the protesting bus corriers. He next assigned 0,27 billion
passenger miles to American 3Buslines, Inc., uporn beginning operctions in California

and Oregon, leaving 1.53 billion for thc remeining Ninth Region carricrs. His
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next step was to divide the traffic thus remnining between Pacific Creyhiound and
the nine other carricrs, giving 67 percent to Greyhound and 33 per cent to the
others, a ¢ivision, he stated, vhich follows the historicel percentage trend.

Upon such cstimate of petential passenger dbus traffic assumed by Mr.
Anthony to be available to Ancrican by 1951, should it procurc both the interstate
and intrastate rights in California and Oregon that arc now applicd for, ho caleu=
lates the revenues it will then reccive and the cxpenses inmcurred. Revenues are
ostimatod 2t 1.51 cents per passenger mile, he stating that such passenger mile '
income is confirmed by Aumorican's actusl operating experience west of EL Paso.
Then, after applying various bus load factors from 50 to 65 per cent, he finds
that American's gross operating vasseager revenue in 1951 will be 34,197,527 with
& 65 per cent bus occupancy, and 93,222,865 with a 50 per ceat oCCupancy. He be-
lieved the load factor vould not be less than 65 per cent. Expenses are caleuw
lated at 27.85 cents per bus mile, a total of £3,090,553. EHence, the net revenues
of American arc oxpected to be from 138,312 to 51,106,974, depending upon the bus
load factor obtained. Mr, Anthony expresses his conclusion in the following viords:

"Such analysis discloscs that the granting of certificates to

Amerdcan Buslines, Inc., by the Interstete Commerce Commission,

The Railroad Commission of the State of California, and the

Orcgon Public Utilitics Commissioner vill permit the dominating

carrier in the ficld, Pacific Creyhound Lines, and other bus

transportation companics to enjoy & profitable operation within

the predictablo futurc. Similarly, it demonstrates that American

Buslines will likewise prosper.”

The protesting bus carriers challenge the figures accevted by lre anthony
in his computation of revenues and OXT™CASCS, théy claiming that the passenger mile

revenue he adopted excceds that which they actunlly realize at the rates they

apply, and that a passenger load factor of 65 per cent cannot be realized through-

out the routes American will traversc. They likewisc challenge the sufficicney of

nis assumed operating costs per bus xmilc operateds
Although further comment vith respect 0 protcstants’ challenge of the
soundnoss of Mr. Anthony's operating revenue and cost studics will be deferrcd,
"his testimony with respect to the travel potential in 1951 should a£ once be fully

examined, for protestants contend that the basic premise aceepted by this witness,
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and.the premise underlying American's applicétion, is not that its offered service
will either enlarge or improve the service nov given by the existing carriers, but
presupposes a mere substitution of American's service for a like quantity of ser-
vice presently available. Thcy assert that the assumptions underlying lMr. An- |
thony's study reveal that the traffic which he makes available to all bus carriers
in 1951, after American has entered the field, would obviously be less than tﬁat
rendered today.

e have already adverted to Mr. Anthony's testimony relating to the pros-—
pective passenger traffic availadble in 1951 to all bus carriers in the Ninth Reglon,
and to his allocation of a part of that traffic to American., He did not study
separately the traffic potential for California or upon the particular routes in%-

~volved. Tt is elear that nis forecast of total bus traffic for that year, wncther
expressed in bus miles operated or revenues received, is greatly below‘that actu~
ally realized by the existing carriers in the years 1942 to 1945 inclusive. In
effect, he disregarded the war years by the development of 2 trend baseq on prewar

years only. This may be illustrated by selecting for comparison the Iligures em-

ployed in his exhibit A=73 40 indicate the vehiele miles actually operated, and

the passenger miles and revenues realized in the yeors 1940 and 1945, together
with his corresponding figures for the year 1951.after American becomes a partici-
pant in the total traffic accepted as being available to all at that time.

DIVISICK OF BUS TRAFFIC AND REVENUES

Avplicant's Comparison of 104D, 1945 and 1951,

Ninth Region Carriers, Greyhound American
including Grevhound Lines only : Buslines

Intercity Passenger Miles

1940 1,011,755,000 62,099,000
1945 2,938, 312,000 1,850;713;000
1951 1,799,000,000 1,026, 000,000

Vehiele Miles

1945 124,167,265 80,437,710 ,
1951 91,000,000 53,143,274 11,097,460

Passenger Reverme

1940 8 15,094,623 5 9,658,161
1945 53,354,670 34,823,733
1951 32,741,800 18,878,400 3,100,075 %o
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Mr. Anthony statced that his forecast of potential bus traffic in 1951
was conservative. It is clear, however, that at the time he tuestified in Octover,
1946, he considered the volume of service then boing rendered by Greyhound and
Santa Fe Trazsportaticn 2long the routes American would follow in Californis to be
definitely in exeess of that reoasonadbly required in thac four or fivg‘years io come.
It scoms fair to conclude, thercfore, that is prediction of o very substantial
reduction in the dus miles operated by 11 weshern carriers in 1951, comparcd with
1945, wms intenéed Lo apply with courl forec Lo the California operations of the
protesting bus carriers. When questioned with respect to his iﬁdicatcd decrease
of 34 ver ceont in the bus miles that Creyhound might be axvected to operate in that
year, as well az a decline of 4o per cent in its pesscager reveanue, he stated the
such 2 reduction in vehicle miles would npply to the protesting bus carrders, and
thet the potentizl traffic available 4o them would e greatly less than in 1945.
Cailing his attention to the 56 daily bus schedules each way then available be-
tween San Dicgo and Los angeles, zad American's offer to establish 17 schedules,
he agrecd that prudent managemernt on the part of 'the existing operators weuld dic-
tate 2 reduction in their service after Americen begins its opcrations, although
he assumed that american would not mnke aay reduction in its schedules, for he
considered its schedules to be frozen by its offer.

Protecstants contend, therefore, throt the Commission should appraisc
American's offer of scrvice by coplying ‘Mr. Anthony's foreccast of futurc traffic

to cach of the routes over which It proposes to operate in California in competi-

tion with them. By applying suek a tost, the net cffcct of its offer would be

revealed as an exmected diminution of the service presently afforded. This is

illustrated in the computation vwhich follows.
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DATLY SCEZDULID BUS MILES 1951
(Assuming Reduced Service as Sstimated by Witness Anthony)

Routes Between Totzl 1946  After re-= To be oper- Total Incrcase or
by existing duction ated by Operations decrcasce com-
carriers of 3L% Ameriean 1951 . pared with

' 1946

Fort Yuma
and San Dicge 3,454 2,280 1,074 3,354

San Dicgo : ' '
and Los Angeles 14,000 G4240 4,500 13,740

Los Angcles
and San Francisco ' ’
Coast Routc _ 18,243 2 10,164 2,204
Valloy Route 30,985 20,450 10,53%

Both Routes - 10,164 42,654

San Francisco ‘ ‘ ‘ ‘
and Crescent City 2,354 IR 2,320 7,834 520

Total Scheduled -
Miles Daily 75,036 19,524 18,058 67,532 7,454

In reply brief, and in answer to tiic criticism thus mide by protestants
¢f Mr. Anthony's estimatc of traffic potential, counsel for Amerdcen scom o say
that the testimony of this witness mas not offcred for the purpese of reflecting
public travel nceds either today or in the future, for it is statcd that he was
employcd merely to inquirc whether the introduction of American's service would
constitute ruinous competition with the existing carrfiers. Should counscl's
statement of the purposc of Mr. Anthony's study be wholly accepted, the implica-
tions inhercat in such a concession make an cppraisal of all parts of his testi-
mony the more difficult. If his estimztes of traffic poteatial are to bé taken
as mere hypothetical figures, then the sowndnesc of his conciusions with respect
te the expected economic results of American's prbposcd ope¢rations must be exame
ined in tho same light.

e shall procced now to review other geacral evidence presented by Ameri-
can in support of its claim that public conveniunce and necossity demand that it

be accorded the operative rights regquested.
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Apnlicant 's Expericnee and Ability

Ae evidence of its exmericnce and ability to successfully conduct- an
intrastate bus scrvice of the extent and quality offcrcd, applicant peints to the
remarkable growth of the american Buslines system in recent years. The bus system
thus reforred to comprises the operating propertics of the applicant corporation
together with the properties of severcl of thé operating companies vhich recontly
were merged with it or come wnder its control through stocﬁ acquisition:

In the carly part of 1945, the capital stock of All Amerdican Buslinés,
Ine., came under new ovmership znd the name of that corporation was changed to
American Bus lLincs, Inc., the applicant hercin. Its opcrating rights then extended

from Now York to San Fraoncisco by wey of Pittsburg, Chicage, St. Louds, Salt Lake

GiUYg Jal Di@gﬂ,&ﬂﬂ LOQ &ngéléﬁ. Inerican thercafter cbbained control of other bus
oporating companies, muinly during the yoar 1946. Tao largest of the acquired
opurations was tha‘o‘ of tho Burlirgton Transportation Company. American states

that its systom operations now include about 17,000 route miles. It compares its
corporate asscts as of December 31, 1944 with the total corporate assets of the
associated companics as of December 31, 1946 to indicate a growth in assots of
from $1,635,441 to 39,926,055 during the two-ycar neriod. Applicant points also

to arrangements made with financial corncerns for the raising of additional capital
to be used in the modernizotion of its bus equipment and cstablishment §f adequate
terminal and other service facilitics.

It should be observed at once that the protesting carriers have directed
mich of their testimony 2nd argument in challenge to American's represcentations
thot it is financially ablec to uwndertake the great expansion of its operations
required if its pending applications belore both interstate and state rogpulatory
bodies arc granted. The protestants clso contend thet applicant has.had no eXRCT—
jence in the conduct of bus operations of a kind that it offers to inaugurate in
California, and hzs made its offer of service in this state without knovidcdge of
the ratos which here prevail and without making any adeqpaté study of the financial

reswlts of such an undertaking.
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The asserted remarkable growth in the assets of American and its asso-
ciated companics during the last two-year period cannot be accepted as a measure
of applicant's financial standing today or its ability to successfully carry out
the commitments it makes in this apnlication. An examinatiog of its balance sncet
reflecting asscts and liabilities as of December 31, 1945 {ndicates that its
financial position was then lesc favorable than it was at the end of éither 1944
or 1945. At the end of 1945 it had cash on hand of §1,061,582.  As of December
31, 1946, it reported cash on hand of $106,000. The margin between its total cur-
rent assets and total current liabilities had also Yeen considerably diminished
and its earned surplus materially recuced. It is true that applicant, American
Bus Lines, Inc., as well ac the operating companiecs with which it merged or ob-
tained control through stock ownership in the year 1946, had realized substantial
net profits during the year 1944 and 1945, but American's income statement for the
year 1546 shows a net operating loss of approximately $830,000, fBecause‘of other
income, consisting mainlv of a dividend received from Burlington Transportation
in the amount of £308,528, together with a tax carry vack credit, its reported
net loss for that year amounted to S171,612. -

At the time the taking of evidence in thiz mtier was completed, further
evidence was made available to shew American's operating income for Jafxuary and
February of l9hb. Tt appears that Amcrican suffered a net overating loss of
5307,000 in those two months. .It had then filed an application with.the Interstate
Commerce Commission for authority to issue additional common and preferrcd sharcs
of stock, the procecds of vhich would equal 52,290,95C. ‘The purpose for which
American proposed to apply such proceeds are revealing. ALl but 3898,250 of vro-
ceeds were to be used for the acguisition of the remaining 49% intorest in the
stock of the Burkington Company which American had agreced to acquire. 0f the re-
maining proceeds, $226,6L0 were used to pay two short term notes, and »150,000

was for reimbursoment of its treasury for payment of two installments falling due

-.6-
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on a note of 51,500,000, The balance of 520,610 was to provide American with
working cash capital, it having represcated in its apolication that it needed cash
capital of an amount cqual to aprroximately sixty daye' operating expenses; How=-
ever, the worlking cash capital thus made available was presumably reduced by the
amount ©of the operating losses suffcred during Januvary and February 19&7;'

American vould be called upen to engoge in additional financing of sub-
stantial proportions if it were to construct the projected terminal and garaée
facilities in Californic and:acquirc the bus equipment which it dedicates to these
proposed ‘operations. As this Commissicn does not exercise authority over appli-
cant's financing, it would be iaappropriate for us to pass upon its ability to
raise tne capital necessary to permit such an expansion of its existing bus opera-
tions, or to consider the morits of the contentions made by thic protestants that
applicént is under the control of investment banking firms who seck only‘tévgain
a profit through tho marketing of its securities.. Bub this Commission is direetly
concerned with the economic soundness of the particular bus operations herc‘pro-_
posed and with applicant's adbility to carry out the service commitments it has
made in this proceeding..'ﬁb have reviewed the facts surrounding its asscricdly
remarkable growth in reccat yoars for the purpoze of determining whether such facts
would justify the conclusion that applicant's exvericace Slsevhiere sufficiently
evidences its ability to successfully perform the service here propesed at the
rates it olfers to apply.

The only otner testimony offcred by applicant t9 indicate its expecta-
tion of revenues resulting from tihc proposcd operations was that presented through
its technical witnesses. However, these studics, as heretofore indicated, do not.

relate to the intrastate opcrations in California alonme, but to the entire Pacific

Coast operctions for which applicant is secking both interstatc and intrastate

certificates from the various rogulatory commissicas. Such studies arc not of
material aid to this Commission in determining whether the whole or any part of
its offercd serviee in this state would be economically Justified, or in deter-

mining the extent to which any cxdsting carrier woulc be adverscly affected,
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It appears true, as protestants asszert, that American's present opera-
tions, prepon@grantly interstate in character, are quite dissimilar to its proposed
intrastate service along large segments of the route to be traversed in this state,
and that the rates it applies elsewhere are considerably higher than those effec-
tive here. American's anticipation thét it will enjoy a passenger rmile revenue
averaging 1.5l cents for all these operations aﬁpcars impossible of realizstion.
Creyhound points out that its average yield rate over the same routes ;'.s substan=-
tially less, it being approximately 1.2 cents between the largest centers of pop-
wlation. It is also pointed out that the passenger load factor assured by appli-
cant's witness 1s in excess of that which protestants obtaiq. Likewise, it is
asserted by protestants that the expenses of operation assumed by apolicant, which
were predicated on its 1745 costs, are considerably below those being incurred
during the closing months of 1946.

Applicant's claim that existine services are inodequate

American cortends that the existing bus carriers are not presently able
and will not in the future be able to provide transportation services adeguate to
rmeet the traveling nceds of this state's increasing population. Apart from the
study of prospective bus travel vresented by Mr. Anthony, applicant's showing with
respect to the adequacy of existing services was made through 123 public witncsses.
Many of thesc apreared as representatives of public bodies or promntional‘qrgani-
zations. Forty-six resolutions adopted by such bodies in favor of applicant's
propoéal were received in evidence. Cther witnesses exoresscd conclusions based
on their personai observation or expericnce.

The testimony given by such witnesses has been carefully considered but
it cannot here be roviewed in detail. The substance of the various reselutions
adopted by municipalitices or other local bocics was to the ¢ffect that an added
transportation scrvice would be 2n asset to thelir communities. Those cppearing to
testify on behalf of such bodics did n0t, in general, express any eriticisam of
the service given by the exdsting bus carriers. To the extent that any witness

cxpressed an opinion thot the service of Greyhound or Santa Fe Transportation had
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been either inefficient or inadequate, it clearly appeans that in large part the
conditions <o which they referred were otcasioned by war-timé controls or post-
war necescitles.

The testimony given by American's officials did not manifest any criti-
cism on their part of the service being accorded by the protesting bus carriers.
Indeed, it was conceded by Mr. James, its president, tilat the standards of service
maintained by these carriers arc not surpassed elsewhere, nor could he point to
any delinguency on the-part of taese carriéfs in the discharge of their public
service obligationﬁ@ He agreed that as to terminel faciiities, operzting eqﬁip—
nment and frequency of service, thes¢ carriers have perf&rﬁcd their full duty. As
to the fares they apply, he also conceded that they have done their full duty;
Though he readily made such concessions as to the high standard of protestants!?
bus services, lr. Jaces stated that he still thought there was room for two serQ
vices here, and considered that to be the issuc pfesenth;

This leads us to 2 consideration of apolicant's conzcntibn that efféctivc
competition does not exist in the ous scrvices afforced along the route over which |
it propoces Lo operate,r

Applicant's ‘elaim of needed comoetition

It is evident that American's showing in suppo:t of its applicaiion for'
a certificate of pudlic convenience and nccessity rests heavily upon the claim.thatv
Creyhound possesses a monopoly in the field of bus transportatiop.: Thé arguzent
advanced'byﬁcounsel-appeafs to be thet the wvant of a compctitivé service along
some part of a highway route would of itself justify the cortification of znother
carrier over the whole route.

In ncither brief nor argument has applicant referred specifically to any
advantages that wouid acerue to the traveling publie by the mere injection of a
competitive bus scrvice along this entire routel - T4 points to the high carnings
rcaliiud by Creoyhound in its system operations during the past yeors, leaving the
inference that the traveling public along the route would be better served and

_enjoy lower rates were American's proposed scrvice aveiladble. But it is difficult

-19-
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to reconcile such asserticns with the opinion expressed by Mr. James that the pro-
testing bus carriers have done their full duty to the public with respect to both

service and rates. Nor does applicant's showing indicate that the service it ox~

pects to ronder will execol that of tho exdsting carricrs or be accorded at any
lower ratcs,

The volume of transportetion service being rendered by all classes of
carricrs between the urban centers along the route in gquestion has herctofore
b?en described. It is truc thct Groyhound alone remders intrastate service bo-
tween some of these communities. Bub botween the lafgcr centers of population
there exists recal and effective competition. Not only is therc competition among

bus carricrs for the passenger traflic originating st San Diego, Los Angeles and

San Francisco, tho tarce largest citics aleng applicant's proposed routc, but the

standards of bus serviece whieh Greyﬁound and Santa Fe T ansportatioﬁ malntain be-
tween these population cemters are to a large degrec the same standards expected
and recalized by the smaller e¢itics which may have only one of such services avail-
able.

We should bricfly advert alse to the accusztion made in applicant's
bricf that the volume of scrv?cc accorded by Greyhound in 1946, which was greatly
in excess of that furnished in 1940, indicates that this carrier wuited until com-
petition knocked at the door beofore it manifested a readiness to fulfill its duty
1o the public. The charge is not justificd. We mey take cognizance of the fact,
and the récord shows, that this carricr, as well as Sante Fe Trénsportation, wns.
diligent in attempting to improve its'servicc after the ond of war-time controls
and equipment shortages. This could not be sccomplished at once upon the termin-
ation of hostilities in August 1645. e, before the end of that year and before
any apolication had been filcd to render a competing scrvide, Greyhound had suc~
cceded in incrcasing its schedules 2loag cach segment of the route here invelved.
In most part its scheduled service was then fully twice that afforded in 1940.
Neither can Santa Fe Transportation justly ve charged with awaiting‘the threat ol
competition bofore supplying any nceded public serviee.

’
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Conc¢clusions

Before exprcssiﬁg our conclusions as to the sufficicney of the sheowing
made by Amcrican in support of its application for ceriificate of public conven-
lerce and nceessity to operate the intrastate bus scrvice requested, we must direct
attention to 2 statement mede by its counsel in oral argwent. It was said that
this Commission should comsider the 2polication in its entirety, and indicated that
if its showing be decmed insufficiont to justify a finding of nced for ;crvice on
some part of its proposed route, whilc considering the showing sufficient as to
another pert, nevertheless, the Commission should grant the entire rights requested.
Therefore, the Commission is called wporn to weigh tac cvidence of record to deter-
mince whether in its cntircety, the showing made permits of a {inding that public‘
convenionce and necessity requirc the full eperation proposcd.

American's existing opcrations are rrimarily interstate. It enters Calif-
ornia as an interstote carsier. The intrastate service that it ‘asks to perform is
designed in large part to complement its proposcd datursiate operations over the
entire proposed route in this state and boyond. But she volume of service offered
between the ceaters of greatest population is of 2 distinctly local service‘pattern.
Transportation services of various kinds arc afforded between these larger citics.
One or morc existing bus carricrs operate between all points that American proposcs
to scrve. The existing bus operations cxtend to commumitics on connceting routes,
and also afford extensive local services between communitics that Amcficdn docs not
intend to servé although located clong the proposed reutc. Theresore, it canmot

be found that American offers Lo porferm an intrastate bus scrvice in a ficld that

is not znow fully occupicd by cxisting bus carricrs. applicant’s opcrations would

be distinctly compotitive with the existing carriers.

The services which American proposes to render are nov of 2 typc or pat-
torn that is now or distinetive in character, nor are thcy designed to meet a new
public demarnd. The quality of scrvice offered witn raspect to oprrating eqpipmcnz
and torminal facilitics cannot be taken to be of & higher standard than that now

mintained by the protesting bus carricrs. The rates offered arc no lower than
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those now applied. And applicant concedes that the bus scfvice rendered by the
protesting carriers is of a standard ac high as prévails anyvhere in the nation
and that the rates they apply are generally the lowest. Indecd, applicant's ser-
vice elsewhere has not been perfected to a like standard, and the‘rates it charges
generally are fully ore-tnird higher than those which it must offer in California
to bring them to the level of those presestly applied by the protesting bus car-
riers.

It does not appear thatl ‘the volume of service proposed by Américan is
designed to meet any public need for additionel schedules of the number offered
along various segments of its proposed route. In fact, its showing indicates that
it does not expect its tendered sexrvice to continue long as a service additional
to that now being given, for the testimony of its technical witness and of its
president is to the effect that the volume of bus service presently rendered is
more than ample for the present or for some time in 'the future. loreover, in
applicant 's view, the protesting dus cerriers should in V¢ exereise of prudent
management rocduce their operations to the exteat nccessary to pormit Amerdican to
participate in the total traffic that will be available. Should .i‘c be true that.
there exists a surplus of bus treasportation today or will be a surplus in the
near futurc, vhich we do not ﬁ.ndj, the Commission cowld not, with consistency;
find that public convenience and necessity require thé certification of an addi-
tional scrvice. The evidence does not indicate that the cxisting carriers will
not or cannot reader service along the route to the satisfaction of the Commission
and to the extent justified by the public need,

Applicant claims that its compotitive scrvice would not be disastrous
to the protesting carricrs. It appears to the Commission that such competition
would be neither healthful nor constructive. The adverse effcct upon the cxisting
bus carriers wousd d¢ dircet. They vould be compclled cither to reduce their
schedules or to deteriorate the quality of their services to avoid direct and suc--
stantial losses in net revenuc. The consequences would be detrimental not only

to the traveling public along the particular route over which American operates,
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but also, and perhaps to a greater degree, upon other communities which are depen-
dent upon services afforded by these carriers, services which yield a lesser margin
of income and necéssarily would first de curtailed if financial lossés compelled. -
Upon considering the entire showing made by American in support of itQ
application for a certificate of public converience and necessity; the Commission
finds that the evidence presented is inadequate and insufficient to permit the
Commission to make the requisite finding that the public convenience and necessity
require the proposed operation.
The protesting carriers ask the Commission to find that their services
are fully adequate and that they have been and are now fully discharging their
duty to the public. Such 2 finding is unnecessary and cannot appropriately be made

in this procceding.

American Bus Lincs, Inc., having filed an application with the Public
Utilities‘Commission of the 5tate of California for authority to operate as a
passenger stage corporation ac cefined in Section 22 of the Public Utilities Act,
public hearings having been held uvon said application, the matter submitted on
briefs and oral arguments, and the evidence and argument having been fully con-
siderod by this Commission, and basing this Order upon the conclusions and find-
ings contained in the feregoing cpirion;

IT IS MERZBY ORDERTD that said application be and hereby is denled. .

The effective date of this order shall be twenty {20) days from and

aftcer the date nercof.

Datcd at é‘“, ﬁ :gmag‘g: , California, this & — day of
Qm&g% , 1948, : |

. S
Commi.ssionerse™




