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Decision No. 42649

BEFORE THZ PUBLICYUTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

SAN DIRGO TRANSIT SYSTEM (formerly

SAN DIEGO ELECTRIC RAILWAY COMPANY)

for certificate of pudlic convenience

and necessity to operate for transpor-

tation of passengers for compensation,

within the City of San Diego and beyond

into certain unincorporated arezs, and

for authority to substitute service by

motor bus for street raillway service on : _ Application
its street railway Lines 2, 7, and 11, No. 29969
in said City, and for authority to abandon

service on certain streets in connection

with such substitution of service, and for

authority to amortize its undepreciated

investment in the street railwey faecili-

ties to be abandoned, and to amortize the

cost of dismentling and of paving over

of streets.

Lindley, Lazax, Johnson and Scales, by Fred F.
Lindley, for applicant; Shelley J. Higgins, Ascistent
City Attorney, for City of San Diego, interested
party.

OCPINION

San Diego Transit System now operates as a "street
railroad corporation" and "passenger stage corporation® within
the City of San Diego and between said city and points and places
in San Diego County. By this application it seels authority to
abandon its street railway Lines 2, 7,.and 1), and substitute
therefor a bus service to be operated along approximately the same
routes. It also requests authority to amortize dismantiing costs
ané undepreciated investment applicable to the proposed rail ser-

vice abandonment.
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A public hearing wes held at San Diego on March 3, 1949,

2t which time the matter was submitted for decision.

The evidence‘shows that bus Route 2 will replace street-

car Line 2. There is no material difference hetween the two
rountes except that the bus line will be extended from the Santa Fe
Station to the intefsection of Earbor Drive & Market Street. The
proposed bus Route 7 will not vary from the present rail Line 7
except that it also will be extended from the Santa Fe Station to
the Harbor Drive & Market Street intersection.

Bus Route 1l will vary from street railway Line 1l in
that between the intersection of University avenue & Park Boule-
vard, and the intersection of Broadway & 1l2th Avenue, the bus will
operate along University Avenue, First Lvenue and Broédway instead
of along Park Boulevard where the streetcar line now operates.
Herctofore, strectear Lines 7 and 11 both operated aloﬁg Park
Boulevard between said iptersections. The rerouting of Line 1l
will enable the company to combine this line with the present B
and X bus lines, thereby establishing a long north and south cross-
town service which will not only elimiﬁate two loop operations in
the business section but will afford a better and more convenient
service to a greater number of patrons. Bus Route 11 will also be
extended a short distance, from its northern terminus to the inter-
section of Marlborough Avenue & Hilldale Road. A small loop at
the precsent northern terminus of the ¥B" Line will also be

eliminated.

This application was not opposed by any parties appear-
ing at the hearing. Three letters were filed with the Commission

indicating objections to the proposed plan. The objections were
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substantially answered by the evidence presented by applicent in

this proceeding.

Briefly, the evidence shows that a considerable invest-
nent would be recuired by cpplicant in order to rehabilitate and
maintein the three streetcar lines proposed to be replaced; that
bus operation is more convenient for the public and more econon-
ical for the company; 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 curd service will be
possible and there will be less traffic congestion; that the
rnobility and flexibility of the bus equipment wiil enable the
company to more readily meet the public!s transportatioﬁ requirc.-

moents and that emergeney reroutings will also be possible.

Applicent ic negotiating with the City of San Diego
for the removal of tracks and overhead facilities. Applicant's
president testified that no points of difference have arisen be-
tween the parties. The Imperial Avenue Car Shop will be renodeled
and used as a repair shop for buses. Some rails and wires will be

salvaged from this cnange. The car bern will be converted into a

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

Applicant proposes to convert these lines as equipment
becomes.available. Forty-five new L5-passenger GMC hydraulic-
transmission, diesel-cngine buses have been on order. Most of this
equipment has been delivered. Applicant 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 Decemver 31, 1948, applicant reports its invest-
ment In sald rail propertics at $4,237,065.69 and the accrued
depreciation at $3,520,221.83, leaving a net book value of
$716,843.86. It estimetes *the cost of dismantling the rail proper-
ties at $505,537 and their salvage value at $500,000. Applicant
proposes to transier the $716,843.86 to Account 419--Retiremente,
and acerue for amortizing that amount over a period of ten years,
& sum each year equivalent to the amownt that would be acerued for
depreciation as though the facilities were still in use. At the
end of the ten years, therc would remsin unurortized $154,459.87.
One-tenth of thic umount it would add to ecch year's amortization
from 1949 to 1958, both inclusive.

T »proposes to set up in 2 suspensc account, as
incurred, the cost of dismantling and incidental paving and the
cost of disposition of rail facilitics to ve sold and/or abandoned,
and credit to such suspensc account the moneys rcalized from the
sale of assets and their related salvege and thercafter, at the end
of each calendar year, clear out the suspense account by debiting
to Account 419 any excess of debits over credits or crediting to
Acecount LLl9 any oxcess of credits over debits. IS and whoen the

"said debits for dismantling exceed the credits, sald excess is to
be amortized over the time remaining in the ten-year period ending

in 1958.

In our opinion the net book value of $716,843.9%6 should

be reduced by on amount equal to the reduction in applicant's

V'income taxes beesuse of its using the $716,843.86 as a deductible

item for that purpose. The rermainder may be zmortized over a
period ending December 31, 1948, in the manner indicated in

applicant’s Exhibit "D" on file in this application.

-4
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The City Council of San Diego favors the substitution
of motor bus service for street railway service om Lines 2, 7
and 11, subject to the conditions set forth in Resolution No.
92488, a copy of which is on file in this application as Exhibit
nir. The City takes the position that applicant should not use
1t undepreciated investment in its rall properties end the cost
of dismantling the same as a reason for an increase in rates, that
no interest should be accrued om the unamortized investment in thae
rail properties, that no portion of the retircment costs or losses
should be included in the rate base, and that the use of city
streets at the torminals of the motor routes should be subject to
the approval of the City Manager. In what émount, if at éll, the
net book investment of the abandoned street railway properties and
the cost of their dismantling will be considered in a rate pro-
cceding is not now before the Commission. The Cormission re-
serves jurisdiction to determine hereafter to what extent, 1f at
all, the axnuel amortization charges should be included in opera-

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

Upon full consideration of the record in this procced-

ing, we find the pubdblic convenience and necessity require that

San Diego Transit System be authorized to:

(a) abaendon service upon street-railway
‘ Lines 2, 7, and 1l1;

(b) establisk a new motor-coach secrvice on
bus Routes 2, 7, and 1l;

(¢) merge present dbus Routes = and X with
proposed bus Route 1l;

reroute and extend portions of its pro-
posed Routes 2, 7, and 11;

negotiate arrangements with the City of
San Diego pertaining to the disposition
of rails, track structures, and overhead




£.29969 p.b MMV

facilitices zlong the strect-railway routes
proposed to be abandoned; '

amortize dismantling cocts and undepreciated
investment as hereinbelow set forth.

@QRDER

A pubdlic hearing having been held in the above entitled

proceeding, the matter having been duly submitted and the Commis-

sion havirng 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, granted to San Diego Transit
System, a corporation, authorizing the establishment and operation
of service as a passengér-stage corporation, as defined in Sec-
tion 2% of the Public Utilities Act; for the transportation of
passengers over, and serving all points within and adjaéent to
the City of San Diego, on and along the following routes:

Bus Route 2: -
Beginning at the intersection of Adams Avenue an
30th Street; thenece along 30th Street, Upacs Street,
30th Street, Fern Street, Ivy Street, 30th Streect,
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
and Euclid Avenue; thence along University Avenue,.
Park Boulevard, l2th Avenue, Broadway and Harbor
Drive to Market Strecet.

Bus Route 1ll:

Beginning at the intersection of Marlborough Drive
and Hillcdale Road; thence along Marlborough Drive,
Adans Avenue, Park Boulevard, University Avenue,,
First Avenue, Broadway, léth Street, Logan Avenue,
26th Street, National Avenue, South 43rd Street
(formerly Highland Avenue), Logan Avenue, Olvera
Avenue and Las Flores Terrace to Miraflores Drive.
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Also, beginning 2t the intersection of 32nd Strect
and National Avenue; theonee south zlong 32nd Street
to MceCandless Boulevard.

Applicant is authorized fo turn its motor vehicles at
termini oand intermediate points, in elther direction, at
intersections of streeis or by operating around 2 block
contiguous to such intersection, or in accordance with
iccal traffic rules.

(2) That in providing service pursuant to the certi-
ficate herein granted, there shall be comnliznce with the follow-

ing serviece regulations:

(2) Applicant shell file a written acceontonce of the
certificate herein granted within o peoriod of not

to exceed thirty (30) days from the ¢ffective
datc hereof. :

() 4pplicant chall, witain sixty (60) days from the
effective date hereof and upon not less +than
five (5) days! notice to the Comnission ané the
public, cstabliish the service aerein avthorized
indé conply with the provisions of General Order
No. 79 and Part IV of Generzl Order No. 93-f4, by
Tiling, in tripllcate, ond concurrently making
effective, teriffe snd tine schiedules satisfac~
tory to the Commicsien.

(3) That upplicani!s present Routes B and X shall de

consolidated and operated 25 nart of Route 11 hercinabove dew~

w-ceridbed and that 2ll ce;pificateg herectofore granted to zpplicant

[

vherein Routes B ond X are described are hereby cmended by elim-

inating and striling therefrom any and all deseriptions of said

Routes B and XK.

(4) That San Diego Transit System be, and it hercby is,
authorized te abondon and discontinue street-rail operations over
and along the routes described in faended Exhibit A attached to
the Amended Application No. 29969, and to abandon, remove, or
otherwise dispose of all rails, track structures, 2né overhead

facilities over and along the routes or streets deseribed in said
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Amended Exhibit A; and to cnter into any neccssary agreoements
with the City of San Diego concerning the disposition of said

rails, traek structures, and overhezd facilities.

(5) That the zuthority for abandonments as herein
gronted shall be exercised only coincidentally with the establish-

ment of substitute services os authorized herein.

(6) That San Diego Transit System may charge to

Account 419-~Retirements, its undepreciated investment in the
street railway properties and facilifies referred to in this
order, such amount, however, to be reduced by an amount equal to
the reduction in zpplicont's income toxes becguse of the aban-
donment and discontinuance of its strect railway‘operations. -Ap-
plicant may amortize on or before December 31, 1958, the balance
of szid undeprecicted investment in the manner indicated in
applicent!s Exkhibit "D on {ile in this application by charges

to Account 28.2--Retirementes-Way and Structures. The cost of
dismantling said rail properties and faeilities, and any mone?s
realized from the sale of any of said properties, shall be ac-
counted for as indicated in.the foregoing opinion. The anthority
granted by this poragraph of the order is sutject to the condi-
tion that the Commission reserves jurisdietion to determine in
subsequent rate procecdings to what oxtent, if a2t all, the amnuel
amortization charges should be included in applicant's operating

expenses for the purpose of fixing rates.

The effective cate of this order shall be twenty (20)

days after the date heredf.
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Dated at San Francisco, California, this 12 ~ day
of March, 1945. |

- Commissioners.. -




