
BEFO?..E THE· ?tJB!'IC t7rILITrlS CO~I,!!SS!ON OF Tr.3 STATE OF 

In tho 1~tter of tb~ A.p'lie~tio~ of KEY SYST1w. ) 
TR!~;S!T LINES.7 a. eorpor~tio!l, £or an o:,cer ) 
pursua.=.t to Sect'ion 6:3 o£ th~ Public Utilitie~ ) 
Act authoriz~~b the ect~blishcent 0: ine:,e~se~ ). 
and. acj~t::leetz in :,at~s .lnc! :fo.:,e~ for tr3M- ) 
portation 01' passengers b~tween point~ ~~the ) 
Countie~ o£ :J.a::e~ :).nti Cont:':). CO::Jta" 's.ne the ) 
Ci,ty ~d Cou.."lty or S:ln. :'ranei::eo, in th~ Stcte ) 
~;~f~~~l~i~·~~o~rn~i~a~. _____________ · ________________________ ) 
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AppliC.'ltion 
~;o. 294')4 

The Co:n:ni::io~ '::: Dcci:icr. ~;o. .42200.7 render~e on November 4, 19.48, 

c,l).thorizec. Key S:r:::tcm to i."l.c:'caze itz ell.'l:-ges ~or cert.::l.1.n or the tro.nZportction 

the COt:l~ny f S gross revenue would. be 3'oout ~..693" 000 annually. 

A petition fo:' rl3hearing ..... 7!~ thcr. :filed by the cities of ~n !.~!'ld:o .lnd 

• J (' • 

tion League. ~idpetition:: w(!:"carguedberore the'Co:=i:::~ion en bane on Nove::lbc:-

~~ 1943. The, Co~~:::~ion ;havineeon~i~e:,e~·tr.e~~~ontz p~czen~ed", and o¢ir~ or 
. 

the opinion t1:-.n.t' no good. ~~c a??e.::e~ £o~ i"u.."'"ther stay or the rato:: pr¢seri"bcd. 
; 

by Decision 42200, o.n order 'w:3.:: izsucd thnt d::ty denying the: petitions a:ld st!'tti.."lg 

th.."{t ~. s.uppler:lontal opinion '·iO;;J.~ be !iledto ~ore .rully cxpl.li."'l.. the' rce::o:".3 

prompting the Corn.':'.i~sion to to.ke such, action. Aeeordinely,·· thiS-opinion ~o:ili 

serve to. ::uP?lementthe order don:ting rche~ring i::zued on No·iembQr 24, 1942. 
• • I .' 

The areumont ad~eedb:r Bny A::c:;. Tl':.:n::po:'t<'ltio~ L~o.guc :.l.?~~~:"!r to be 

tl'..lt the rceo:,d does not,ju:;tiry a.~y i!':.crca::c in the rates or the eompa.r-.;(. !lio· 

othor p<lrty ,to th.:. rete api'lic~tion proe~d.i..,.c; took a::i6il<:.r pesi tion" ar.d. thAt 

is not th~ contention of the'othc:' petitiocers, tho eitic:: or San t~.,d.~ 3."ld, 
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rnc contcntior~ of San le.'lnd:'o Ilnd H.:l.:rl.'~rd, two t?r the t.en. citie3 '<:itl"'.in 

which tr:ll".sportation service i:: rcnc.cred by tho companj', !.S tMt i.!'l :spite o~ the 

Co~~ssion, the :pre~d ot thnt incrc~:c so :13 to~c it !~l most h~:lvily u~n 

their COr:l:nur.i t:i.c~ i:: u..;"just !lnd unlawful ::>'5' to them, and. :pr.~rercntil!l to t.he ot?lc;"' 

IlrCl:!~ served by tohe co:np::my. The Co:::~.::;sion b~lit;:ve::; t~t these cities MVO :. 

misconception o~ the b:'sic feet: ~~~erlyir.gits cecision. 

The record sho~~ th~t.the rovis~d ~st ~y zoningpl~~ which the Com-

mission found. to be ju=ti!icd, \\':\5 the rC:i111t or studio::: m:::.de or cquit~olo zone 

limits :!nd volume of tr~!fic now thro:.1g."lout the eom~ny':: service ~en. The 

cvidene~ clearly shows th.~.t the cre~tiono! ::~. t.hl.rcl. rf.l.te zone eo verine gc~erru.ly 

73rd Avonuc i."l O:lkl.:lnc. nnd. 'incluc.~ the S:"""l Lc<'.!",C:o ,,-ro"':, Vr.lS compelled ':>7 tho 

i'.let thct p3~ron:;; of the comp.:.!".y's ::crvicc withi.~ and. to tho existing south second 

in the record incl.ic:ltcs tl'l.."tt tb.:: newlj'" c::-cated zones d.o .not eompnr40: ur..!.'lVora.':>ly 
, " 

" , 

~s to thoir extent cnd ovcrl~~pine privilee~s ~~th simil~r f~r~ ~oncs ~?proved 
" 

by the Corrunission for trlln:iport~tion co:r.P.'!:UI!$ o1X'r~.t.ing in other citie,,_ HO'Vlc~er, 

upon consideration onlY' oi" route' mile d.ist~nccs botw(;en their bou."'ldaries. Thoro 

must also be co~~idcred tho tot~l vol~c of t.ra!fic Qr.d. carni~ on ~ route:; 

to and. within the f:.re zonc~ I."l ."lddition, the zone li!'l.¢s' established' tor the 

:::.pplic:l.~t tr",n:,ort.",tion comp.'l.:".:T n,,::c~s:::.',"rily :nu:;t be rcc,:::¢r ...... blc i"or both loe~l 

and tr:o.!".soD.? tr~tric" i"or the tro.n,,!\::r pri vilce:~3 .lccordecl. :r .. 'lk..:: the'two services 

inzep~o.ble for zoning purposcs. 

the .lct~l routc milOS" tr.:wersed by bu::lino No. ·22 ':>ct'Wecn the: businc.~s center 

zono, compc.rc3 tavorably with the route was trr.wcrscd b:r 'Ol!:line: No. 72" between 
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O~kl~nd ~nc 'ccrt~in north zone 2 points ~~ the Ric~~nc ~re~. Howevor, ~~t ex-

hibit ~ccor<is no wcig..1-tt to the route :tiles of other trunk li."lo3~(:rvinp: ::ueh ~rctls 

by long¢r routes. 

I 

vice which h.:ls b~cn rendered to .'lnd within the SM L(;!'l!1c..."'"O o.."'l.d Htlj"Verd. tcr:"itor..r 

in ::outh zone 2 .:1$ it cxistcc ~t the til'!\c or the ho.?ri.ngcxcecd:: th .... t rc:nd.cred 

to the Ricnl'!\ond ~rc~ in north zon~ 2, while th~b~ line revonue obt~incd. £ro=thc 
" 

s01.:.th ZO:le is ~ub:;t,"'.:.ti~117 10so5 thf.l.n thnt obta.i."loC fro::. th(; ,north zon~. Tho 

!ollovr.L"'l.g t~ble o5ho~ the co~ch ~le~ o~r.:ltod and the revenues derived ?~r eo~ch 

li.il~ duri.."lg the :nonth or June 1948,:ls rencctcd in CX."Ul:itD of record •. 

. Rev .. per ~!. c. Rev. r.><;r :i.. C • 
~!'\th ~lc~ tl".ilte . ~ ccnt~2 

All loc~.l cot'.~h linc:J '3 540,909 1,332,991 40.58 

Zone 2 North Linc::: 1)1,537 246,670 53.-32 

Zone 2 South Line~ 122,966 380,966 32.28 

The evidence .:'1.1:0 show::: th~t the o.vor~ec s:rst~o co:::t or cOllch oper~tio:l 

per cotlch mile. Hence, the Co~~:sion ~: coo?Cll~e to the conclu~ion th~t the 

service which ~d. been rendered to tho S"'.!'l :::'v~"ldro ~nd H.:'l;rl.~rd .3.rCIlZ in the then 
" , 

existing south zone .2 fell short or the direct eo::t or providing t~t service '07 

.sion 42200 th:~.t thelovel or r~rc~ :?pplie~bl<: to th.~t nrctl w:l.S out or line with 

th.'!t ... d.th the (lst.lbli.sh;nent of t.h~ south :lceond. zo:".c li.."1c .:t 7:3rd' Av¢nuc in O::li<1~nd 

~~rd, ~~d the tl~lie~tion of the r~rc: ~hich the eo~ny souzht to establish, the 

:lvc!".!gc rCVQnue pcr eo~ch r..U" opcr.ltec. in :erv-'.ng tht;lse two zono:: would. be 

J.2.94t per co:\ch mile. Although th .. '\t revenue p\ir CO:l.ch mi~c wow.do be mor.o th.'\n 

the direct co::t or scryic", it ~~uld' re~in bclowthe nver~ec eo~ch milo revenue 
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re~ized by the eom~ from other fare zon~$. Ao the Co~~~:ion's decision did 

not ~rmit the company to est~bli~h ~he !~rcs prayed ror~ but re~uiredthe ~~ 

o! token:; at a .. lower ~"'1it cost thAn a c:l.:shrare~ it beeo!l1cs evident ,'that w. ..... hthe 

application or .... he fare ::truet1,4re o! ,vJhic~ t.he petit.io:'.i.~ cities co:r:pl<l.in the 

gros~revenue't~t. the co~r~ ~nll d~rive trom th~ service rendered to the two 

~outh zonc~ C.:l.."lnot be d.ec:ned prejudicial to thct:l. a.'ld. prc!erent.ial to ot.her citil!':;: 

or ~rea: served., 

Petitioners asse=t also thD.t the increases in local fares need. not ha',ie 

been of the ~~ount authorized. ~e the COmmission pc~tted the eo~pa.17 to e:tab

lis1-.· tranzbay 'fares at the level praye<1 !or,in. 'its 3.i?pliclltion. In thisconncc-
\ 

tion ?etitioners !'Oint to the 'di!ferenee in the rcs!llting rate: oi"'ret\:.I'n !ro:n ' 

loc~ 'ancrt'r~ba:r operatio~, as rel'lected in t.he ::ta!!'~ Exhibit 10, sut:r!'~rlzed 

in the table' set !orth in the Comr.'.is~ion' s decision. It::lUSt bo :nade cl~3l'" tr..:1t 

the Cocssion did not :::in~ that the expected retu..~ O!l. the loe~ oper3t.ior.swould 

be e.e% on the capit~l devoted to those operations and 2.1% on the tr~~bay opcr~ 

ations-. It i"ounc.o:ll,y that the' tota.l neto~ratL"'l.';:-evenue u.''lder' the!:l.:'c struc- . 

ture recotr.mended by it~ sta!£" Witnesses:?z indicated 'by Ey.rJ.bitlO" with a retu...-n 
, " 

of $.9% on both 'ope:-~tio~" would be !;u!!icientto o:'l.'l.ole the company to:l¢¢t. its 

em.en:e~ 3.."ld. i'ir.:incial :-equir(~rnentz. To rcncet a:. ·ne~rl~". 3.;; po~sibl¢ "the re- , 

turns to be re,uizec. separately i'rol':l loc:l! andt'rs.."lSb.:y oporatioos.1'the, v:itn~:zcs 

for both the eoopa.v and. the Co!!ll'llission ::".:ldc'allocation.s of those '~vcr.ue::; .:nd 

expCMes that. necessarily bad to be 3z!ligned. on ajudg::ent b.'l::is to. 'onco::-- the 

other operation. Their judgment~ ci!!c~d6ub:;tanti.lli~.· Az thore wa~ no :;UP~C5-
" 

tion trot:. :J.nY' SOl:rce that t.he t ..... o service:;" !l!'lould be t.rea.ted ,3.~ distinct opera

tions for rate making purpo,ses, ~he Co=l5.s.zion ... ;~::: 'no,t clllled. u?Onto re~olv¢ tho 

c.ii"i"ercnec$ between the witne:~c: in ~i."lgsl.l.ch Allo<:lJtion::~Ho.d it a.ttempted 

to do SOl ~nd had a.."lYsub:::t~nt.ial woig.."l.t been ~ccordcd.,thc judgmont.' c~ros:;ed "by 

b¢e~ mere nc~rly equal. 
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Anothv::o asserted error to which the pcti tioning ci ti~s ot S:".n LC::l.ndro 

th~ co~po.ny!s opcr:lting cXj:K:~S tor the pu.rposco'! ~:nortizi.."lg,cc~in unroco·/crcd 

c.'lpit:\l ~d cxpe~e item:: Arl:::i.."'lg fro~ the subztitl!tion or cOolcn :crviee tor' tour -

street r.":\ilv~y 'lines in Ocldc.nc. <l!ld. Bert:\;ll",y. Petitionors scemto contend th:-.t 
, 

the inclu.:,ion ot such exp~~es ha.s brought o:Lbout.:L."l i.."lcre.:LSO in tl'lc,irra.tcs 'by .:L 

like c.mount. This i~ not the t:lct_ No P:lrty questioned.. the propriety or ouch 

exp~ns~ 'allow.:mccduring the' courze or the hct',rine. The ::oecoN. cloo.rJ,y; indic:lted 

tl~t ..... 'ith the :lb.lndo~ent or tho Ztrect rill ..... -:ly line!: the resUlting, opertJ.ting 

cconor:lio:: would. reduco the COmpany'fs n{:cd tor ~ddit.ionel revenue by :l Su::l much 

in excc!:s or t.ho :It:Ount included in ope::o::ting cxpon:;e!: i."lcident to the ab.'ll'lc.oM<;.-nt 

of' those rflil lines.' Tho Co:n:nis::.ion's treatmont or r.'lil line .3.bandonclcnt expenses 

in no vro.y afrected' the incroc.sc in rtl.tes on tr:lttic n::signabl.:: to the ei ti¢s or' 

S~n Lo.mdro anc. H:lYV:.u-c.. ~ !leove ir.dic:lt~c., the incre~!:oin th"ir rD.te~ d.uu to 

tho p:-escription of a ne ...... thirc!. zc,ne W:lS cO:ll')Clled by the fIlet"~ tht\t the crviclcnce 

cle~rly sho";';'od thP..t the continu."mcc of the existing. rate zone st:-ueture wo1Jlc!. 

~erely porpetuate undue r~te ei5crimin~tions in their f~vo~. 

For these re:lSOns tho Co:n:nizz:i.on concluded, thnt tho petitions ror re-

hcnring or Decision 42200 should. be d¢cicd? ~d it is so ordered. by it~ Docision 

42271 o! Novc:nbor 24., 1948.· 

D:lted at S:ln Fr~~ci:co, C~li!orni3? this 


