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Decision No. AN 4ad

SEFORE THE PUBLIC UTILITIRS COMMISSION OF THE STATR QF CALIFORNIA

in the Matter of the Application of

“VELYN M. XNAPP and JOHN P, DEMET®R,

co-pertners doing business as Application No. .30532
FFNINSULA TRANSIT LINZS, for authority

to increase rates. )

Lorenz Costelle for applicants.
I, A. FHovkins for Transportstion Department, Public Utilities
Commission of the State of California

By this application, as smended, Evelyn M. Xnapp and
John P. Demeter, copartners doing business as Peninsula Transit
Lines, secek 2uthority to increase and readjust their passenger
fares. A public heering was held before Examiner Bradshaw at

Redwood City.

Applicants arc engag-d In motor cosch operations in and

between Palo Alto, Menlo Pork, Redwood City, San Carlos and certain

adjacent areas. The routes traversed are divided into two operatigg.

divisions, known as the Pale Alto Division and Redwood City Divi-
sion. The first-mentioned division serves ar¢as in Palo Alto and
adjacent territory, including Menlo Perk. The Redwood City Division
ezbraces routes extending from Palo Alto to San Carlos, a cement
plant near Redwood City and the community of Woodside. Except os
modified by Decision No. 42934, dated June 1, 1949, in Applicetion
No. 30172, the operétive rights covering the Redwood City Division
were acquired from one R., F. Mertin pursuent to authority conferred
oy Deecision No. 42541, dated Februery 23, 1949, in Application No.
29917. Applicents began operations over this division on March 16,




The present fares applicedle to the Palo Alto Division
consist of a cash fare with transfer privileges of 10 cents and
student fares at the rate of 7% cents per ride, It is proposed
t0 inerease the cash fare to 1l cents and establish a 30-ride adult
commutation fare, velid for 60 deys, of $3.00. No change is con-

templated in the present student fares,

The fare structurc governing the Redwood City Division
consists chiefly of one~way adult fares of 10 cents, one-way
children's fares of 5 cents and l4-ride fores of $1.00. Higher
fares for both single and multiple rides are published between
specified points and between points in different zones. In in-
stiances where ine one=-way adult fare is 10 cents, applicents
desire to incresse it to 11 cents, concel the S-cent children's
fare as well as the lk-ride fare of $1.00, and establish a 30-ride
fare valid for 60 days of $3.00 as well as 20-ride student fares
equivalent to 7% cents a ride. Between Redwood City, including
the cement plant and San Carlos, and Pelo Alto, applicants propose
to increase the present 20-cent one-way fare to 22 cents, cancel
provislons authorizing a one-half fare for children as well es
lseride tickets for §2.00, eand establish a 30-ride fare valid for
60 deys of $6,00 as well as 20=ride student fares at the rate of
7+ cents o ride, Applicants do not propose any revision of other
one-way fares which exceced 10 cents. They also seek permiséion to
cancel varlous adult and school children commutation feres for

other then intra-zone treonsportation.

Applicents allege thet the sought incresses and readjust-:

ne¢nts In feres are Justifled by reason of (1) a deeline in the
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number of passengers corrled, (2) increased operating costs znd
(3) expected earnings in the immedinte future. A certified public
accountant, testifying on behalf of applicants, ststed that during
9 of the 12 months ended June 30, 1949, eppliconts operated at a
loss. According to their monthly income accounts, the aggregste
loss during these 9 months emounted to $3,885.85, while the net
1oss for the 12 months was $322.60. The months during which
revenues exceeded expenses were October, November and March. The
accountant further testified that notwithstanding the incresses in
fores established on the Palo Alto Divison in March, 1949, pursuant
to Declsion No. 42554, drted Februory 23, 1949, in Applicetion |
No. 29797, the additional revenue received for the months of June,
July snd August, 1949, amounted to only $188 and for the period
from April to August, inclusive, 1949, amounted to $1,201. He
contended thet these figures demonstrate thet the relief grented

in the former proceeding was insufficient.

Data were presented setting forth applicants' forccest
of the opérating results expected for the 12 months ending
Scptember 30, 1950. It is estimeted thot based upon the present
fare structure revenues will amount to $248,050, while operating
eXpenses (iﬁcluding depreciation and operating taxes) will be
$258,962, resulting in a net loss of $10,912. If the proposed
fares ore estrblished, epplicents snticipate that the operating
results will be »s follows: revenuss, $263,550; expenses, $258.962;

net income (before income taxes), $4,588; and opersting ratio, 98

per cent.

Applicants' capital structure représenting bus equipment,

according to their sccountent, is considerably below normel, because
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the equipment in service was sccond-hand when purchesed. The
witness assertod thot epplicents must earn a sufficient return to
¢nable them to provide for the replacement of thelr present equip-
ment; thot based upon 2 tengidle investment of about $78,500 en

8 per cent return would be wholly insdequate; snd that en operesting

rotio of between 90 and 95 per cent Is necessary.

Applicents!' menager testified that numérous requests to
extend existing routes to serve new subdivisions have been received:
that 1t will be necessary to grant some of these requests; thet
certerin of the aress in question are scettered and sparsely settled;
and thet in addition to necessiteting additionel cquipment the
service to the new subdivisions will be rendered at a loss until
sufficlent time has clapsed to develop enough traffic to support

‘the contemplated operations,

An enginecr in the omploy of the Commission's transpor-
tation department, after a study of applicents' facilitles and
~ccounting records, presented a report in which he estimated the
probeble results of operations under the present and proposed feres
for the 12 months ending September 30, 1950. According to this
report, revenues at the present feres would amount to $247,822, es
contrasted with operating expenses (including deprecistion and
operating texes) of $251,913, thus resulting in a net loss of

g4,091 »nd an operesting ratio of 101,65 per cent. The engineer

concluded thet besed upon the proposed fares the following operat-
ing results would be reallzed: revenues, $263,7015 expenses,

$252,50%; nct income, $11,197; ~nd operating ratlo, 95.75 per cent.

This witness arrived a2t a rate base for applicents!

properties of $63,390. On this basis the income under the proposed
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ferc structure would be equivalent to a rate of return of 17.66
per cent, without 2n »llowance for income taxes, He estimeted
thet by »llowing for income taxes "on a corporation besis" the

net income would be $8,328, or » return on the computed rate base
of sbout }3 per cunt. The e¢ngineer, however, recognized the rate
base of $63,390 as depressed and was of the opinion that applicents’
entire fleet will heve to be replaced sometime during the period
botween 1951 2nd 1953. A "normalized" rate base by tresting
rpplicants’' bus équipment on the basis of having been purchased
new would, according to this witness, be spproximately $93,600.

O; this beasis the proposed fares would produce an opereting ratio‘
of 97.68 per cent and a rete of return before income texes of 6,55

per cent.

Applicants cell attecntion to the omission by the engincer
of certein buses in computing the rate base 2nd chrrges for depre-
cirtion., They assert thet one of these buses is used in thelir
operations and should have begn tnaken into considersation in estimat-
ing opornting expenses and determining an appropriate rote base.

The Iinclusion of this bus in the cengincer's study of the effect

of the proposed feres would produce an operating retio of 96.37 per
cent 2nd 2 rete of return before income taxes of 13.35 per coent. ;
Under the '"normslized" rate dase, the operating ratlio would be
about 98.3 per cent and the rate of return before income taxes

spproximetely 6.27 per cent,

The Commission's vnginecer presented testimony designed to
indicate the probable effect of esteblishing certeoin alternate
brses of fares in liew of thosc proposed by applicents. He estimat-

¢d thet 2 straight 1lO0-cent fare for adults »nd school children would
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result in an nperating 1nss of about SHSO for the 12 months embraced
in his investigstion. An ll=-cent f arc with commutation fores of

10 cents 2 ride sold in blocks of 10, according to the engineer,
would result in an operatine ratio nf approximétely 97.% per cent,
while the use of commutetion tickets in blocks of 16 would produce
an operating ratio of 98.1 per cent.

This witness further testified thet the extensions which
applicants expeet to be required to make to their ex;stmng routes
would not be self-supporting until sufficient time el“pSuS to

develop potential traffie, The length of time requlrcd to place
these extensions on a paying basis or the out-of-pockct losses
which might be incurred in the meentime was not stated.

No one opposed the granting of the applicetion. A
resident of Palo Alto, however, criticized applicants fof'seeking
an increase in feres while at the same tlmO feiling to extend
service 1o en zrea cleim»d to rcquirc public transportation. Appli-
cwnts‘ meneger testificed that one of the proposed extensions now “
under consmderation would provide s;rvice to tho arc¢a in which
this resident 1s interested.

In p&oceedings of this nature involving the fares of
cerriers whose operations are like those of applicants, the diffi-
culty of forecesting future traffic trends with any degree or .
certoeinty 1s cleerly apparent. In thc instpnt case the record
shows wide fluctuetions in the nonthly volume of traffic. Accord-
ing to applicents? ﬂccounting records, these incruases and decreaseo
in the number of passengers earried have o markod effect upon the
finsncial results of operation. These factors require careful -
consideration in passing upon contemplated changes in passenger
fares. However, whatever sdditional revenue‘may be neceséary‘to

enable’ applicants to provide prospective extensions is a matter for

determinstion in the future, rother than in this proceeding. In
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i
our opinion, the evidence with respect to a rate base Loy applicants®
propertlos does not furnish a sare guilde in doternining an appropri-
ate rate level.

It appears to be obvious from the evidence presented that
applicants' present fares are inadequate under existing conditions.
A straight 1lO-cent intre-zone fare, according to the record, would
likewise be insufficient from a revenue producing standpoint., In
our opinion, it is improbable that the other alternate bases of |
fares studied by the Commission's enginecer would produce the re-
qQuired morgin of profit to enable appliépnts to render adequate
service., Howevor, wé ore not convinced that the full measure of
relief sought should be granted. Under the circumstances, appli-
cants will be suthorized to esteblish the ineressed frres, as pro=
posed in the application, a5 amended, in this proceeding, with the
exceéption that the concellation of reduced feres for children will
not be permitted in Instaneces where present tariffs provide for
one-half fares for children. Childrens' fares should be established
at the rate of 6 cents where the authorized one-way adult fare is
11 cents and »t the rate of 11 cents between proints where the
authorized one=-way fere is 22 cents. No evidence hes been presented
which justifies a deperture in this instance from the. somewhat
general practice of publishing childrens! fares on a lower level
than for the trensportation of adults. The inereases in fares
hereln suthorized are hereby found to be Justified.

A public hcaring having been hed in the esbove-entitled
procecding and based upon the evidence reeeived and the conelusions
and findings set forth in the preceding opinion,

IT IS ORDRERED:

(1) That Evelyn M. Knopp and John P. Demeter, copartners
doing business 25 Peninsula Transit Lines, be and they are hercby
authorized, on not less then 5 days' notice to the Commission and
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the public, to establish inecreased passenger fares as follows:

(a) Pale A&lto Division

One-way adult fares . . . . . . . 11 cents
30=-ride adult commutation

tlckets, good for 60 days

from date of purchase. . . . . . $3.00

Redwood City Division

Minimum one-way adult fares . . . 11 cents

Children's fares between
points where one-way adult
fare 1s 11l cents . . . . . . . 6 cents

One-way adult fares.between
polnts described in Item
No. 40 of present tariff . . - 22 cents

Children's fares between
Eoints described in Itenm

O of present tariff . . . . . . 11 cents

30-ride adult commutation
tickets, good for 60 days
from dete of purchase,
between points desceribed
in Items Nos. 35 and 45 of
present teriff . . . . . . .

30-ride adult commutation
tickets, good for 30 days
from date of purchase,
between points deseribed
in Item No. 40 of present
Tavdff . . .. 0L . ...

20-ride school commutetion
tickets between points
deseribed in Items Nos. 35,
40, 45, 60 and 70 of present
teriff - L] L] » L] L] . L ] [ ] L] - L] -

l4-ride odult commutstion

tickets between points

deseribed in Items Nos, 39,

40, 45, 50 and 55 of present

terdff . o . o L. 0L 0 . . . . Cancel

Adult and school commutation

tickets 25 published in Items

Nos. 85 and 90 of present

tardff . . . . . .. .. .. .. Cancel
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(2) That applicants be and they are hereby directed to
post a notice in a conspicuous place in esch bus and ticket office
for not less than 5 days before the increases in fares herein
authorized become cffective, stating the dste on which said in-
creases will become effective and that information comcerning the
amount of such increased fares between specific points may be

obtained upon inquiry of applicants' drivers and agents}

(3) That the authority herein granted shall lapse
unless the changes in fares authorized by this order are published,
filed and become effective within 60 days after the effective date

herecof,.

This order shall beccome effective 20 days after the date

hereof.

A

L

Dated at San Francisco, California, this DE = day

ot [ (TEL er 9.




