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Decision No. 42649 

BEFOP~ THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO~JIA 

In the M~tter of the Application of 
SAN DIEGO T?.tJ·rSIT SYSTEM (for.nel'ly 
S.r\..1'IJ' DIEGO ELECTRIC RAILW1 ... Y COHP.;"iJY) 
for certificate of public co~venience 
~~d necessity to operate for transpo~­
tation of passengers for com9ensation, 

) 
· · ) 
· · ) 

) 
· · ) 

wi thin the City of Sc..."'l' Diego ;;;""l'J.d beyond 
into certain unincorporated areas, and 
for authority to substitute service by 
motor bus for street railway service on 
its street railway Lines 2, 7, and 11" ) 
in said City, and for authority to ab~don : 
service on certain streets in connection ) 
with such substitution of service, and for • 
authority to amortize its undcpreciated ) 
investment in the street railway facili­
ties to be abandoned, and to ~ortize the 
cost of dismantling and of p~ving over 

· · ) 
· 
) of streets. 

- ..... ------..-----------~-- · · 

,Application 
No. 29969 

Lindley, ~;:, Jol".nson and Sc;:>.les, by Fred ;:. 
Lindley, for a,plicent; Shelley ~ Higgins, Aszist~t 
City Attorney, for City of San Diego, L"l'J.terestcd 
party. 

o PIN ION 

San Diego Transit System now operates as a nstreet 

railroad corport..tion" and "pazsenger stage corporation" within 

the City of San Diego ~d between said city and points and pl~ces 

in San Diego County. By this application it seeks authority to 

abo.ndon its street raili.,ay Lines 2" 7, ,and 11,' and substitute 

therefor a bus service to be operated along approximately the same 

routes. It also requests authority to amortize dismantling costs 

and undepreclated investment applicable to the proposed rail ser­

vice abandonment. 
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A public heoring "tr&s held at San Diego on March 3, 1949, 

at which time the matter was submitte~ for decision. 

The evidence shows that bus Route 2 will re~lace street­

car Line 2. There is no material difference between the two 

routes except that the bus line will be e'xtended from the Santa Fe . 

Station to the intersection of Harbor Drive & Market Street. The 

proposed bus Route 7 Will not vary rro~ the present rail LL~e 7 

except'that it also will be extended from the Santa Fe Station to 

the Harbor Drive & Market Street intersection. 

Bus Route 11 will vary from street r~ilway Line ·11 in 

that between the int~rsection of University Avenue & Park Boule­

vard, ~d the intersection of Broadway & l2tn Avenue, the bus wi:: 

operate along University Avenue, First Avenue and Broadway insten.d 

of along Park Bou1ev~rd where the streetcar line now operates. 

Her~tofore, streetcar Lines 7 and 11 both o,erat~d along Park 

Boulevard between said intersections. The rerouting of Line 11 

will enable the company to combine this line with the present B 

and K bus lines, thereby establishing a long north and south crosz­

town service which ,,·111 not only eliminate two loop operations in 

the buziness section but will afford a better ~~d ~ore convenient 

service to a greater number of patrons. Bus Route 11 wIll also be 

extended a short distance, from its northern teroinus to the inter­

section of Marlborough Avenue & Hil1dale Road. A small loop at 

the present northern terminus of the' liB" Line will also be 

eliminated. 

This application was not opposed by a."lY parties appear­

ing at the hearing. Three letters wc;r:-e 1~11ed 'With the Commission 

indicating objections to the ,roposedp1an. T~e objections were 
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substantially answered by the evidence presented by applicant in 

this proceeding. 

Eriefly, t~e evidence shows that a considerable invest­

ment would be rec:uired e,y ::.pplicant in order to rehabilitate and 

maintain the t.'1ree streetcar lines proposed to be replaced; that 

bus operation is more convenient for the public and more econom­

ical for the co~pany; that, the proposed bus lines will meet the 

needs and convenience of the public and offer an improved service 

to patrons of the present rail lines; that curb service will be 
. 

possible and there will be less traffic congestion; that the 

mobility and flexibility of the bus equipment 'Will enable the 

company to more readily meet the public's transportation requirc·~ 

ments and that emergency reroutings will also be possible. 

Applic~~t i~ negotiating With ~~e City of San Diego 

for the re~oval of tracks and overhead facilities. Applicant's 

president testified that no points of difference have arisen be­

tween the parties. The Ir!l.perial Avenue Car Shop will be remodeled 

and used as a repair shop for buses. Some rails and wires 'Will be 

salvaged from this change. The car b~rn will be converted into a 

parking lot for buses and all materials possible will be salvaged. 

Applicant proposes to convert these lines as equipment 

becomes available. Forty-five new 45-passenger GMC hydraulic­

transmission, d'icsel-cngine buses have been on order. Most of this 

equipment has been delivered. Applic~t proposes no fareincrease. 

Schedules 'Will be as good as, or better than, the service in 

effect at the time of substitution. 
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As of Dccc~~er 31, 1948, applic~~t reports its invest­

~0nt in said rail properties ~t ~4,237,065.69 and the accrued 

depreciation ~t $3,520,221.83, leaving a net book value of 

$716,843.86. It c:;timates tee cost of CI.isI!'.antling the rail proper­

ties at $505,537 and their salvage value at $500,000. Applica...'lt 

Pl'oposes to transfer the $716,84.3.86 to Account 4l9--Retirements, 

and accrue for ~ortiztng th~t a~ount over a period of ten years, 

u sum ~cch year eQuivalent to the amount ~~at would be accrued for 

depr0ci~tion as though ~~e facilities were still in use. At the 

end of the ten years, tl:erc 'Would rern~in 'U..'lo.:nortized $154,459. $7. 

One-tenth of this ~ount it ,,-ould ~dd to c::.ch yc.:r t s amortization 

frorr. 1949 to 1958, both i~c1usivc. 

Applic~nt p~oposcz to set ~p in a suspense account, as 

incurred, the cost of dis~antling and incidental pavL'lg ~~d the 

cost of disposition of rail facilities to be sold ~nd/or abandoned, 

and credit to such suspense account the moneys realized from the 

8cle of o.ssets c?.nd their related sslvz.gc and there~.fter, at the end 

of each cO-lend:;.:- year, clc2.r out tile suspense accou-'l'J.t by debiting 

to Acco~~t 419 any excess of debits over credits or crediting to 

Acco'tl..'flt 419 a"ly excess of creei ts over debits. If:md ~.rhcn the 

s~id debits for dism~tlL~g exceed the credits, said cxccsz is to 

be ~ortized over the ti~e remaining in tile ten-year p~riod ending 

in 1958. 

In our opinion ~lC net book vulue of $716,843.86 should 

b0 reduced by on runo~t equal to the reduction in applic~'l'J.t's 

~:i.ncoruc taxes '::lCCz.usc of its using t..."1.e $716, $43.86 as a deductible 

iter:. for that pur:90 se. The rer.;.aindcr :.-my oe C-I"",ortizcd over a 

period ending December 31, 1958, in ~~e ~~~cr indic~tod in 

applica..~t r s Ex."ibi t "Dr! on file :'n this application. 
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The City'Council of San Diego favors th0 substitution 

of motor bus serviC0 for street railway service on Lines 2, 7 

and 11, subject to the conditions set forth ~ Resolution No. 

92488, a copy of which is on file in this application as Exr.1bit 

Tllr... The Ci ty tal~es the position that applicant should not use 

its undcprcciated investment in its rail properties and the cost 

of dismantling the s~e as a reason for an increase in rates, that 

no interest should 'be accrued on the Ull3Inortized il'lvcstment in tl1e 

rail proparties, ~~at no portion or the retirement costs or losses 

should be included in the rate base, and that the use of city 

streets at the terminals of the motor routes should be subject to 

the app~oval of the City Manager. In what amount, if at all, the 

net book investment of the ab~doned street .railway properties a~j 

the cost of their dismantling will be considered in a rate pro-

cceding is not now before the CommiSSion. The Co~~ission re­

serves jurisdiction to ~eter~ne hereafter to what extent, if at 

all, the annual amortization charges should be ~cluded in oper~­

ting expenses for the purpose of fixing applicant's rates. 

Upon full consideration of ~~e record in this proceed­

ing, we find the public convenience and necessity re~uire that 

San Diego Transit System be authorized to: 

(a) abandon service upon street-railway 
Lines 2, 7, and 11; 

(.b) establish a new motor-coach service on 
bus Routes 21 7, and 11; 

(c) merge present bus Routes E and K with 
proposed bus Route 11; 

Cd) reroute anc extend portions of its pro­
posed Routes 21 7~ ~d 11; 

(e) negotiate arrangements with the City of 
San Diego pertaining to the disposition 
of rails, track structures, and overhead 
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f~ci1itiez along the street-railway routes 
proposed to be abandoned; . 

(f) amortize e1~t11ng co=ts and undeprcciatcd 
investment as hereinbelow set forth. 

A public hearing having been held in· the above entitled 

proceeding, the ~tter having been duly submitted and the Commis­

sion having found that public convenience and necessity so re-

quire" 

IT IS ORDERED: 

(1) That a certificate of public convenience and 

necessity be, and it hereby is, grantee to San Diego Transit 

System" a corporation, authorizing the estab1isA~ent and operation 

of service as a passenger-stage corporation, as defined in Sec­

tion 2~ of the Public Utilities Act~ for the transportation of 

passengers over, and serving all pOints 'Wi~hin w.d adjacent to 

the City of San Diego, on 2nd along the following routes: 

Bus Route 2: 
Beginning at the intersection of Adams Avenue and 
30th Street; thcnce along 30~~ Street, Upas Street, 
30th Strcet, Fern Street, Ivy Street, 30th Street, 
Beech Street, 28th Street, B Street, 25th Street, 
Broadway and Harbor Drive to Market Street. 

Bus Route 7: 
Beginning at the intersection of University Avenue 
a..'"lcl Euclid Avenue; thence along University Avenue, 
Park Boulevard, 12th Avenue, Broadway and Harbor 
Drive to Market Street. 

Buz Route 11: 
Beginning at the int~rsect1on of Marlborough Drive 
and Hilldale Road; thence along Marlborough Drive, 
Adarn.s Avenue, Park Boulev<lrd, Un1vers"ity Avenue;. 
First Avenue, Broadway, 16th Street, Logan AVel:lUe, 
26th Street, National Avenue, South 43rd Street 
(formerly Highland Avenue), Logan .c..venue, Olvera 
Avenue and Las Flores Terrace to M1ruflores Dr:i.ve. 
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Also, bcgil~1ng ~t tC0 intersection of ~2nd Street 
and National Lvcnue; thence south along 32nd Street 
to McCzndless Bo~evard. 

Applicant is authorized to turn its motor vehicles at 
tcr=nini .:md intcrr.ed:"ate pOints, i.n 0ithcr direction, o.t 
intersections of streets or by op€'rating arou .. ''lc. :t bloek 
cont1guOU3 to such intersection, or in accord~~co with 
local traffic rules. 

(2) That in providing service purs~ant to the certi­

fico.te herein grzntcd, there shall be co~,liance with the follow­

ing s€rvicc regulations: 

(a) .Applicant sh~ll filo a written acce,t='ZlC'c of the 
certificate herein g~~ted w1~~in ~ period of not 
to exceed thirty (;0) days rro~ the of!ective 
da to h ereo! • 

(b) l~pplicant shall, w::·~ni."'l !':i:~ty (60) days from the 
effecti va date h creoi' fl.."ld 1xpon not less thc.'I"J. 
five (5) d~ysT notice to t~0 Co~~~ssion and the 
public, est~.b:i.i:;h the service l'lcrein authorized 
~d conply with the prOVisions of Genaral Orde~ 
No. 79 ~~d Part IV of General O~d~r No. 93-A, by 
iiling~ in triplicat~~ and concurrently ~~king 
effective, tariffs md time schedules satisfac­
tory to the Co~~ssion. 

(3) ~~1at app11ccnt's present Routos B ~nd K shull be 

conSOlidated end operated ~s p~rt of Route 11 herein~bove dc-

\",/ccribcd a."'ld th3.t all certifica.tes heretofore gr~tcd to appliccnt 

wherein Routes B and K are described are hereby ~~endcd by elim­

inating and stril:ing thc~ei'ro:n. <my a.""ld 0.11 descriptions of said 

Routez B a...'1.d K. 

(4) Th~t S~"'l Diego ~r~",sit System be, and it hereby is, 

~uthorizcd to ab~ndon ~"ld disco~tL"'lue street-rail operations over 

a.."d along the routes dC3C::'ibcd i.."l L·.10:-~dcd Ex.'1'),ibi t A attached to 

tho :~'"Ilended Application :r-ro. 29969, ~md to ~bondon, retlovc, or 

otherwi~c dispose of all r~ils~ trac~~ st~~ctures, ~."d overhead 

facilities over and ~long the routes or streets described in said 
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lun.€ndcd E:Y..hibit A~ and to enter :i.nto any nccc:;sary o.grccn:.ents. 

with the City of s~ Di~go concerning the disposition of s~id 

rails, track s~ructures, and overhc~d facilities. 

(5) That the authority for abandonments as herein 

g:::'c..."l.tcd shall bo oxcrcisod only coincidento,lly with the establish­

ment of substitute zcrvices as authorized h~rcin. 

(6) Th~t San Diego Transit System may charge to 

~ccount 419--Rctirem0nts~ it~ undepreciatcd investment in the 

street railway properties and facilities refe~red to in this 

order, such ~ount> however, to be reduced by ~~ ~ount equal to 

the reduction in ~pplic~t's inco~c taxes because of the aban­

donment and discontinu~ce of its street rail~ay oper~tions. ·Ap­

plic~t may amortize on or before December 31, 1958> the balance 

of s~id undeprociateci investment in the m~~cr indic~tcd in 

(J.pplic~.nt I s Exhibit TlDlt on file in this application by charges 

to Account 2S.2--Bctire~ent$-Wny ~d Structures. The cost of 

~ismantling said rail properties and faCilities, ~~d any moneys 

realized fl~om the s8.1c of any of s.aid proper'cies, shall be ac­

counted for as indicated in.the foregoing opinion. The authority 

gr:.ntee by this p~r~graph of the order is subject to the condi­

tion that the Co:n.-nission r~serves jurisdictJ.on to determine in 

subse~uent rate procecdines to what extent, if at all;1 ~~e ~~ual 

m~ortization charges should be included in applicant's operating 

expenses for tho purpo~~ of fixi~g rates. 

The effective ~at~of this order shall be twenty (20) 

days nfter the date hereof. 
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;L 
Dated at San Francisco" California, this ~f - day 

or March, 1949. 
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