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Decizion Now.

BEFORE THE PUBLIC UIXLITIES COMMISSION OF THE STATE OF CALITO”ﬁIA

In the Matter of the Application of KZV SYsTaMs
TRNSIT LIVES, a corporat;oq, for an order
pursuast to Sectzoﬁ 63 of the Public Utilzt_es
Act authorizing the establishment of increas

zad adjustments in rates and fares for *rans-‘
porbation of passengers between points in the
Counties ol Alameda and,Coqrra Costa, and the
City and County of San T rane isco, in the Stete
of Cal i"ornic.. '

Application
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=RTAL OPINION OF DENIAL
OF PETTTIONS FOR REREZARING

The Commission’s Deciszicn No. 42200, rendered on Névember Ly 1942,
authorized Xey System to inerease itz charges for certala of the trnnuportati
cervices rendered. As the declislon indicated, the total ectimatedfincrease in
the company's gfosu revenue vould be adout ﬁ693,000 annvally.

A petition for renearing war thern filed by the czt;c* o. San ecndro and
Sayward, an another petition for rehearing was filed oy, tne ﬁuv Area Trangporta-
tion Leagué. Saidfpetitibns wﬁre'afgued'bgfore the.Com;ission en baac on hovembcr
24, 19L3. The‘Commissionvhaving_con;; ered-the "“pumcnxg p-eaeqted and oeing of
the opiﬁién that no zood cause apoe ed for further staj of the ratcu preseribed
'by Decision L2200 .an order wac zssucd th&t day dcnying the pet 1ons‘and svat+ng
that & sup lercnug_ opinion would be £ lcd to more. ’ully explazn ,hﬂ reasons
prompting the Commission to take such-actxcn. 9ccord.ngly, thﬁs.opinion w1l )
serve to.cuvplemenzrthe order donying rehearing is;ucd oé moiehbé: 2L, A9LE.

Lhe araumcnt advanced Of Ry Area ;-_nupo*tgtio% League 1pvcg._ to be
that the record.does‘not~justi. ,_ny increase in the rates of hgﬂcompany: Nc
other party %o the rate apnl;cat on p*ocegd;nr o0k a similer ﬁosition, ané that
is not the contention of uhe‘othgr petitioners, the cities of San Leandro and:

Haywa:d,'
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The contentions of San ieandrozand Haywnrd, two of the ten,cities within
which tramsportation scrvice is readered by the company, 43 that in «p;tc of the
company's nced for increased revenues of at lcagt the amount autborized by the
Commission, the spread of that inercase 50 as to.makc 1t L2l most heavily upon
their communitics is unjust and unlawful as to tnum, and 3rcfcrénticl téuthc otacs
are2s served by the company. . The Commission believes that thd;e‘citidﬁ havc a
misconception of the basic fﬁgts undériyingnzts deéisién.

The record shows that the révi:ed Easi B#j zoning.plan,which the Cbm-
mission found to be Justified was the reouls of studics made of equitable zone
1imits and volume of traffic flow throughout the conpany" service arca. The

cvidence clearly shovie that_thc ereation o'*n third rztc'zonc covcrinp generally
'thc Hayward tefritory, uoccthcr with the changing of the aocond zone 4o bcgin ot
73fd Avanug in Ozkland and- -Including the S an Leandro ares, was qompel*cd by the
fact that‘paprons 6f thc'company'f service v vithin and to the‘existing‘south_sccond
zone arce have been rcceiVing<prcf rential fire tréﬁtmenz. Uncballcnged‘tcstimonyl
in the record ihdicate? that the newl- ercated zones do not compare unfavoradbly

Qs 0 thelir xtent _ﬁd ove*l*op;ng priv*lcgcs w:th uimilur ’~rc zoncz aap*ovcd
by vhc Comm;331on for trandpo*tat_on companies oo»r*ting in othcr c;tics. Howcfcr,
the Commission it of thc opinioq that fare ZONCS cannotvquitably_be established
upon consideration only of rouchmile distances bctwéeﬁ th¢ir Boﬁndaries, There
hust als0 Be ¢onsid§red the total voluﬁo of‘traffic nnd‘carningz:on’ail routes
ﬁo and within the f:rc zonc; In addition, whe zéne lines: stabliﬁhca'fof the

pplicant transnorta tion company acce rily L be rc onﬂble fcr botu local

and treasbay urxffic, for the transfer privnlcgus uccordcd mAKe tnc two services

inseparable for zoning‘purposcs{
Exhibit 22 presented by the pctiﬁioning c;tics'undcrtakcs to chow that
the actual :ouxe_mile'travcfscd by‘buslinc No. 22 between thc business center
£ OCakland and,ihc-tc.n‘,alvof the linc in Hayward, in the hewiy'cstablishcd third

zonc, comparcs favorably with the route miles traversed by busline No. 72 between




Oakland ond certain north zone 2 points in the Richmond area. However, that

hibit accords no wcight to the routc miles of other trunk lincs serving such ar

by longer rouveu.

Tho evidence of record clearly shows thas :he total 5&105 of cooch ser-
vice which has becn roandered to and within the San Leandro anﬂ Haywerd territory
in south zone 2 as it existod at the time of the hearing execeds tant rendered
to the Ricamond arca in north zone 2, while She bus line rcvenﬁe obtained froz the
south 20a¢ is subst ~.t*~’lj luss thnn thnt obtdincd from the nortﬁ zone. Tho
following table shows the coach miles operatod aad vhc revenues derived per coach
rile during the moath of Junc 19L8,$s reflceted in exhibits of rceord.:

 Sev. per Y. C. . Reva per Y. Co
month miles mile (conts)

1 locol cooch lines 3 540,909 1,332,991 L0058
Zonc 2 Northk Lines 131,527 246,670 53.32
Zonc 2 South Lines 122,966 380,966 32.28

The evidence also shows that the average systoem cost of‘coach operation
 without allowance mede for return on invested copitnl, 45 not less then L1.5¢

per coach mile. Henee, the Commizsion wis compelled to the conclusion that the
service whicﬁ hod been rendered ﬁéltho San Loandro.and‘HaywnrdJareas in the <hen
existing south ;one 2 fcll saert of the dircet cost of providiﬁg-that'servico by
9.22¢ per coach mile opernted, and fully sustoined the dcc1~rntion made in Doci-
sion L2200 that the level of fares a2pplicable %o that area was out of line with
tho remainder of the company's operations. The evidcncc of rocord furthor shows
that with thc ostadlishment of the °ou.h sceond zone line & 73rd'Av§nuc in Oz2ilnzd
and 2 third zone line at lh3~d Avenue betwoen vac citics of °~1 Lcaqdro ané huj-
word, and the uoolmcﬂt ion of the fares vwhi ch the comb.ﬁy sought to egtwblluu, the
average revenue pcr coach mile operated fn uc*ving these two zoqo- vou*d be
L2.9LF per coach mile. Although tha t reveaus por coach mllc viould be morc than

[

the dircet cost of SC“ViCu, it would "cda*n bclo"' he average coach mile revenue
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realized by the conpaay Lrom othef farc zones. Ao the Comn*s:ion's decizion dic
not permit the company to establ;uh the {ares prajed for but ~"equ red tnc sale
£ tokens at a-lower wnit ¢cost than a cash fare, it Becomes evident that wi;h_thc

aprlication of the fare structure of viaich the petitioninr citiés complain the

gross revenue that the company will derive from the service rﬂnde*cd %0 the tvo

south zones cannot be deemed prejudicia them and pmes e*entxal to other cits

or areas served.

Petitioners assert also that the increases in local fares need 20t have
of the amount authorizee had tne Commission perm¢t ed the c0ﬂpanj 1o estas-
;transbay"fares at the levél'prayed‘”or'in pX X applzcatiow.- thza connec~
petitioners pcinﬁ 0 the'diffgﬁence in the rssulting ra*eu of return Lrom

| local and’transbay operatzoﬁ, as re*”ectﬂd in the sta“"s nxhibi@ 10 summarized
in t&c able set forth in *he Com. ssion'* deczs;on. It éust be nﬁde clear.that

. the Commizsion did not find tna* the expected return on thc local operat ons-wbuld
be E. 8%'0; the chpztul devotcd ) tno,e onerations and 2.1% on the transbay opc*-
ations. It found onlj that tﬁc uota; net onﬂrgtinp ‘revenue unde“ ‘ne fare struc-.
ture recommended by its stal witnesses a3 lnd.caucd by’axhibi* lO wzth a retun

"y

5-9% on both operations, xouﬁd be -uf*;cieﬂt 40 eﬂable uhe conpany to meet its
exnenses and fin cial‘;ccu1*<nents{ To reflcct as ne~r1" as pouszblc tne re-
turns to be realized seéar ely fron 1oca- aﬂd transboy operad ;on,, the_wztnesscs
for both the company and .he Comm;;s;on made al ocatiOHg of those :evenued?and
expenses that necessarilY‘had‘to.bc assigned on a'judgment basis.£6 one"§r-the
other operation. Their 4udgneﬂt9 d.’fc*cd 'ub tantlalljﬁ At‘fhére was no suﬁges—
tien from aﬁy’sburce that the 4wo oe'ViCeS zhould be .reated as d.st nct‘docra;
tions for rate makxng pu*no*e,, the COﬁmisv;on was ‘ot eall ed upow 0 quolVﬂ the

differences bctween the wmtne.sca in muking quch a_locnt-oad. ' Had it at emptcd
o do ,o, and had any substa n&;al we;ghx been acco*ded thc judgﬂcnt exp*cssed by
‘coapany witne es, *hc regultlﬂg ratcs of retura for ghe'two.ab:v ices V©;1d have

been more nearly equal.
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Another asserted crror to v:hicl;z t;hc‘ pcetitioning citics of 5nn Leandro
- and Hayward call attention iz the Co ssion's a':brov..l of an annual c“xargc in
the compa** s Opcr'xting expenses for the purpose of emort:.zi:;g;ccrtain unrecevered
c_.:'.pital and expense items arising from t‘no‘ substitution of éoach -crviée ‘i‘or'four -
stxjcet rﬁilmy'lincs in Oaﬂand and Berheley. Pet:.*iono rs soem ..o co...c-xd *h-"
ﬁhe incluslioﬁ of .-,uch cXpenses he.s' brought about an. incrcasc in .nci:' rates by a
lilfe ﬁmount. Thiz is not the fact. Mo part,r quo.,tio c.d. the propriety of cuch
cxp\.n.,\. a.llowmcv. during .,hc course of the. hc'-ring. The':"ccord clcar],y,,}indicated
t with the ab..ndonmc‘ut of the strect railway lines the z"esu'lt.ing 6p:£zrdting
ceonomics would rcducc the company's need for udditioml revenuc by a suz mach
in excess of the amount mcludcd' in operating cxpenses incidcnt. to the a.bo.. conment
.o" those rail lines. The Co"m..s..n.on s treatzment of rail l..nc ab..ndonment expenses
in no way affcctcd thc ..ncroe.sc in ratc« on traffic a.s:;gmbl«. to the citi ‘o‘f‘
San Lc.mdro and Hayv:ard. As above indicated, the inerecase in their rates duc. to
the prcscfiptiod 'of a now third zone was compqlled by the fact ‘:.ha‘:._ the evidence
clearly showed that the continuance of the existing rate zene structure would |
:ncrc].;; perpctuate unduc rate discriminations in ‘thcir favor.
For these reasons the Co*miss ton coacluded- thm; the potitions {or re-
hearing of Dccisvion L2200 should be donicd cu-d it is S0 ordercd by its Deci..,:z.on
12271, of Novezber 24, 1948.’

o,

Dated at San Francisco, Califoraia, this 7 = day of Decenber, 1942,




