Dceision No. 41516
EErCRE THE PUBLIC UTILITIES COMMIZSION OF THE STATE CF-CALIFORNIA

in the Yatter of the Application of )

RLY UITHERS and ENDREW FYRD, a co- ) -
partnersnip deoing business under the) . T e
firm name 2nd style of San Vateo ) Applicstion No. 29188
Transit, for an order authorizing an)

inerezse in rates. '

- DEROL & HANDLER bty Edward If. Berol, for applicant

applicant, Son Noteo Troncit, a partnership, is engaged
in rendering motor bus service &s a common carrier of passengers in
San lzteo County. The major portion of applicant's operations are
conducted vilthin and between the contiguous municipelities of
Purlinggme, San Meteo, Hillsborough, and Belmont. 2 separaté and
smaller operation is conducted between San Eruno, South'Sgn Franeisco

cnd S=n Francisco Municipzl Alrport. Service on asportion of its

Purlingeme-Hillsbdrough operati%n)is being conducted on a sixty-day
1 ,

triasl basic 2t an inerezsed fqre.

This applicztion is for authority to incresse fares on
the San Moteo 2nd Purlingome operation. No chonge in fare structure
is proposed on the Felmont or San Rrunc-South San Francisco operation,
ner on the Hillshorouch extension of "C" route. Applicant alleges
that notwithstanding the fact that it has practiced all possible

economies, the revenue from the operations under consideration is

(1) Suspension of this service wes aushorized by Decision YNo. 40799
?pdﬁ gollowing a public heering, a eurtailed service was reestab-
ls. C‘ . ’ . ! - .
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not sufficient to return the full cost of providing the service.

& publie héaring was held before Examiner CGannon at
Purlingame on April 9, 1948, and the matter is now reedy for

2
decisionf )

Arplicant's present fore structure is based on a2 zone
systom with a 10-cent cash fare,'dr a 741/7¢ tokeé3)sold‘in lots
of seven for 50 cents for a single zone; l0~-cent fafe for 2 two
zone ridej; l2-cent fore for a three zone'ridé, and a 1l95-cent fare
for 2 four-zone ride, with a2 20-cent one-way adult.fare between

the twe zones on the "C" voute (Fillsborough Extension).
The fore changes proposcé in this procceding consist of:

1. Increosing the prescent two-zone ride between Hillside
and hlvarado on the one hand, and Furlingame Avenue on the other,
from 10 cents to 12 cents; but retoining the present two-zone l0e-cent

are between Eroadway in Furlingame and Third Avenue in San Mateo,

2. Increasing the present threc-zone ride from 12¢ to

15¢.

-y

3. Inereasing present single%zone 7=1/7¢ tokeéj)sol§

in lots of seven fér 50 cents, to E-1/3¢ to be sold in lots of 24
for $2.00C. ' |

(2) Concurrently with the rendering of this decision the Commission
is issuing its order denyving the petition for rehearing in
Application No. 28442,

(3) Operator uses a punch card in licuw of tokens.
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Applicant Introduced testimony pointing to the very
coerious finanecial positiop of the operation. Exhihit No. 1 showed
current lisbilitics cxcseding current sssets by $1,701. It was
pointed out that it was necessary through Application No. 29228 to
obtain pcrmiséion from the Commission to securc a loon of $7,000
in order to maintaln the eredit position of the applicants by
reducing delinguent accounts payable and past due equipmént payments .,
Applicant testified that the bank had indlested its intention to
repossess the equipment, that suppliers;worc threatening to withhold
further delivery of necessary supplics and that it was faced with

the carncellation of insurance coverage.

Estimates of rcsults of operation under present and
proposed fares were presented during the course of the hearing by

representatives of appliecnt and by the Commission's staff.

| The evidence submitted by applicant perteined to the total
operations of the company, inclusive of its San Erﬁno sgrvice; Testi-
nony of the Commission's staff emdraced the operation as a whole and
2lso set out the operations exclusive of the Scn Eruﬁo-South Sah

Francisco service.

Testimony developed the fact thet because of its very
serious finaneial position and the need for ecconomy of opcration,
service had beern cut to 2 minimum in the San Bruno and Belment
operations, neither of which was earning out-of-pocket cost. The
estimetes submitted by both applicant ond Commission's staff were

based on the curtailed operation.
The estimeted results of the system-wide operation under
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present 3ndvproposod fare structure is shown in the following table:

L. 29188

ITZEN

s (a): (b)
shpplicant's Estimote .Comm. Staff Estimate

+ Under
: Present
: Fores

-

-
-
-

Under

.
*

Proposed :

Feres

Undexr
Prosent
Fares

Under

Proposcd

Fares

L T L]

Rovenue

Passenger

School Contracts
Other Operating Revenue

Total Revenue

Exvnenscs
Operat

ing Zxpense

Deprecietion

Taxes (Operating)
Total Expense

Operating Ratio

Net Opcrsting Income

Estimated Rote BDase

Rate of Return

$104,096
3,952
F128,15%

$107,701
17,919
£,757

$113,414

20,078
3,952

137,048

$107,701
17,919

o -

S,757

$102,710
20,799
4,210

w

$102,280

13,642

$108,350
20,790
41210

$133,350.

$102,280
13,642
1599

$124,377

104 . 885

5132,377
97.77%

$124,521
97.50%
§ 3,169

384,600

3.77%

$124,521

93.387

s 8,829
584,600

(2) From Exhibit No. 11 |
(b) From Exhihit No. 13 _

*  Estimete provides for ro diminution;because of fare increase.
The Commission's staff cstimoted 3.6% diminutign which would
reduce arplicent’'s ¢stimated reverue to 8133,361 as compared
to Commission's staff estimate of 3133,350.

The record shows that the Sen‘Bruno-South San Francisco
cperation is not a part of the integrated system of San‘Mateo Transit,
being physically scparcted by scveral miles. 2 10-cent fare is pre-

sentiy being chrrged on this operation which is the s2ame as the cash
fare now being requested for the San Mateo-Burlingame operation;'and‘
applicant has mode no proposzl to incrcase fares in the Sen Bruno area.
The Commission's engineer testificd that the San Pruno~South San
Franeisco operstion has not corned the out-of-pocket cost of providing

the service. He was of the opinion that overn with tho curtailed
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service and attendant deeresse in mileage the operating revenue derived
tnerefrom would not pay cut-of-pocket cost. necordingly, he included
in his cxhibit the estimated results of operation of the intcgrated |
sysvem cxeluding therefrom the operation in San Bruno 2nd South San
Froneisco. The estimoted rosults of operations thereof are summarized

2s follows:

Proposed Farcs
10¢ Cash

Present Fares
10¢ Cash

o s W
" 8s B2
a8 8 *e
e e e

ITENM 7/50¢ Commute 24/32 Commute
levernue :
Passenger $101,810 £107,450
School Contracts 20,790 20,790
Other Operating Revenue 4,210 4,210
Totzl Reverue 5125,510 $132,450
Expenses ‘
Cperating Exponse $100,545 £100,549
Depreciation 13,193 13,193
Taxes (Operating) 2,251 8
Total Expenses $122,089 $122,089
Opercting Ratio 96.28% 92.18%
Net Opercting Income & &,721 $ 10,361
Estimated Rrte Basc o) 82,8507 & 82,850
Rate of Return 5.70% 12.51%

The effect of excluding the San Prunc operation as reflected
n the foregoing table is 2 decrease in revenue and operating expénsc

of 8900 and $2,432, respectively,

The estimetos of operating results under present fares by
both applicant and Commission's staff indicate the nccessity of a
higher fore structure in corder te mointain the present standard of

service and provide a reasenable return on the investment.
aApplicant estimated revenue under the proposed fare
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structure on three bases: orne without any diminution in traffic, and
The other two with estimated diminution of five and *en per cent,
respectively. During the proceedings avplicant's witpess testified
that he believed a diminution of 3.5%¢ was reasonable. . The average
diminution in traffic estimeted by the Commiésion's engineer was ’
3.6%. With the application of these diminutions both estimate§ of

- revenue are practically in accord.

The difference in operation expense lies largely in thé
items of administrative salaries and expenses.’ Aprlicant contended
for an amount of $15,000, while the Commissioh‘s engineer allowed
only $10,000, which amount he stated was more in line with comparable
operations throughout the state. In thé‘matter of depreciation |
expense the Commission engineer's estimate is tased on a service. life
of seven'years for new buses and five yesrs for used dbuses, as com=
pered to a life of five years employed by aprlicant on both new and
used buses. This has resulted in a lower depreciation charge and a

correspondingly higher rate btase than that of applicant.

The differences in estimated return results almost entirely
from the differcnt trestment of deprecistion and the allowance for

administrative salaries and expenses.
Fo one appeared to oppose this application.

Pased on'the testimony adduced in this record, we find

as facts:

1. The present fare structure does not provide sufficient

reverue to maintain the present standard of service and provide a
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roasonadle reoturn on the investment clther in the case of the opera-

tion s a wiole or for the integrated San Mateo-Burlingamo operation.

2. It is evident that applicant has becen suffering an

ont-of=pocket loss from the San Eruno-South San Franeisc¢o operation

which 1s still continmuing. It 15 not reasonable to require ﬁhe other

rortion of applicent's operations to besr this loss.

Upon carefurl-consideration of all the facts and ¢ircum-
stances of record we coneclude that the faros as proposcd in this

proceeding are Justified. The zpplication will be grantcd

Public hearing having been held in the above-entitled
applicetion and basecd on the evidence received and the findings set

forth in the preceding opirnion,

IT IS HEREFY ORDERED that applicant be, and it heredy is
authorized to establish, on not lessvthan five (5) days' notice to

the Commission and the public, increasecd fares as follows:

The present two-zone fare between Hillside and
Alvarado on the cone hand and Burlingame Avenue
or. the other hand, from 10 cents to 12 cents.
The present 1C- onnt two-zone fare between
Zroadway in Purlingame and Third Avenne in San
Matoo to remain unchanged.

Present three-~zone fare from 12 cents to 15 cents.

Present tolen fare of 7-1/7 ccnus, 501& ‘ 90! 50‘
cants or 14 Tfor 51.00 to 1/3 conts s0ld in
minimum lots of 24 for %? oc.

IS HEREFY FURTHIR ORDEB?D that the authority herein




A. 29188

G:AM

granted shall expire except to the extent thet the fares published
sursuant to this authority are filed and made effective within ninety
(90) days from the effective dete of this order.

This order shzll become effective ten (10) days from the
date hereof,
) 7 . | AL
Dated at (atecceaes™ , California, this_ 27 —
day of /§164£47 .y 1948,
4




