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BEFORE THE PUBLIC UTILITISS CO~n~ISSION OF THE STATE OF CALIFORNIA 

In th~ Matter of the Application of ) 
-:V3LYN M. KNAPP and JOHN P. DEIvETBR, ) 
co-p$rtn~rs doing business as ) Application No. ,30532 
P~NINSULA TRANSIT LINES, for authority) 
to incre~se rates. ) 

Lorenz Costello for applicants. 
T. A. Ho~kins for Transportation Department, Public Utilities 

Commission of the State of California 

o PIN ION ------ .... 

By this app11cation, as amended, Evelyn M.,Knapp ~nd 

John F. Demeter, copartners doing business as Peninsula Transit 

Lines, seek ~uthority to increase and reAdjust their passenger 

fares.' A public he~ring was held before Examiner Bradsh~w p.t 

Redwood City. 

Applicants ar~ eneag~d in motor cO$ch operations in and 

between Pol' Alto, Menlo P~rk, Redwood City, San Carlos and certain 

adjacent areas. The routes traversed are divided into two operat1n§ 

divisions, known as the Palo Alto Division and Redwood City Divi­

sion. The first-::nentiontld division serves areas in Pt\10 Alto end 

adjp.c~nt territory, including Menlo P~rk. The Redwood City Division 

e~brecas routes extending from Palo Alto to San Carlos, a cement 

plant near Redwood City Glnd the community of Woodside. Except as 

oodlfied by Decision No. 42934, dated June 1, 1949, in Applic~tion 

No. 30172, the operative rights covering the Redwood City Division 

were acquired from one R. F. M~rtin pursu~nt to authority conferred 

by DeCision No. 42541, dsted Febru~ry 23, 1949, in Application No. 

29917. App11c~nts beg~n opcI'ations OV0r this division on March 16, 
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1949. 

The present f~re~ app1ic~b1e to the Palo Alto Division 

consist of a cash fare witb transf~r privileges of 10 cents and 

stud~nt f~res ~t the rate ~f 7t cents per ride. It is'proposed 

to increase the cash fare to 11 cents and establish a 30-r1de adult 

commutation f~re) valid for 60 d~ys, of $3.00. No change is con­

templated in the present student fares. 

The fare structure governing the Redwood City Division 

consists chiefly of one-wsy adult fares of 10 cents, one-way 

children's fares of , cents and 14-ride f~res of $1.00. Higher 

f~res for both Single and mu1tipl~ rides are published between 

specified pOints and between points in different zones. In 1n­

st~nces where the one-way adult fare is lO cents, app11cpnts 

desire to incre~se it to 11 cents, c~ncel the ,-cent children's 

fare as well ~s the l4-ride fare of $1.00, and establish a 30-ride 

fare v~lid for 60 days of $3.00 as well as 20-ride student fares 

equivalent to 7t cents a ride. Between Redwood City, including 

the cement pl~nt and San Carlos, and Palo Alto, ~pp1icpnts propose 

to incre~s0 the present 20-cent one-way fare to 22 cents, cancel 

provisions authoriz1ng e one-half fare for childrdn as well ~s 

14-rid~ tick0ts for $2.00, and est~b1ish a 30-rid~ f~r0 valid for 

60 d~ys of $6.00 as well as 20-ride student fares at the ra~e of 

7+ cents 0 ride, Applicants do not propose any revision of other 

one-way f~res which'exceed 10 cents. They ~lso seek permission to 

CAncel various ~dult and school children commut~tion fpres for 

other th~n intr~-zone trensportntion. 

'. 
App1ic~nts ~lleg~ th~t the sought increes0s and readjust--

~~nts in f~res are justified by re~son of (1) a decline in the 
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number of passeng0rs corried, (2) increased operating costs and 

(3) expected eprn1ngs in the 1mmed1nte future. A certified public 

~ccount~nt, testifying on behalf of app1ic~nts, st~ted th~t during 

9 of the 12 months ended June 30, 1949, applic~nts opere ted at a 

loss. According to their monthly income 8CCOuntS, the aggregate 

loss curing these 9 months ~mounted to $3,885.85, while the net 

l~ss for the 12 months was $322.60. The months during ~hich 

reV0nues exce~ded expens~s were October, November and March. The 

~ccount~nt further testified th~t notwithstanding the increps0s in 

f~r~s estp.blished on the P~10 Alto Divison in Mnrch, 1949, pursu~nt 

to Decision No. 42554, d~ted.F0bru0ry 23,1949, in App11c~tion 

No. 29797, the ~dd1tion~1 revenue received for the months ot June, 

July ~nd August, 1949, ~mount~d to only $188 ~nd for the period 

from April to August, inclusive, 1949, amounted to $1,201. He 

contended thet these figures demonstrate the,t the relief gre.nted 

in the former proceeding was insufficient. 

D~t~ werG present~d setting forth npp11cants' for~cp.st 

of th0 operating results expected for the 12 months ending 

S0ptember 30, 1950. It is estimeted th~t based upon the present 

f~r0 structure reV0nu~s will ~mount to $248,050, while operating 

eXp8nSQS (including depr0ci~tion ~nd oper~t1ng t~xes) will be 

$'-58,962, resulting in a net loss of $10,912. If the proposed 

f~r~s ~r~ est~blish~d, cpp11c~nts ~nticipate thpt tho oper~ting 

results will be ?s follows: revenues, $263,550; expenses, $258.962; 

net income (before income tax~s), $4,588; Pond oper~ting rmtio, 98 

por cent. 

App11cpnts' capital structure representing bus eqUipment, 

pccording to th~1r eccoU!!tpnt, is consider~bly below normel, because 
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the equipment in sarvice wp.s second-hAnd when purchpsed. The 

wi tnclsS I;1ss0rtod thr-t e.pplic,~nts must e~rn a sufficient return to 

~n~blo them to provide for th~ rep1scem8nt of their present equip­

mont; th~t b~S0d upon e t.?ngib1e investm~nt of about $78,500 an 

8 por cent r~turn would be wholly inedequete; pnd th~t an operpting 

r~tio of between 90 end 95' per cGnt is necessary. 

App1ic p nts' m~n~g~r t~stified th~t num~rous requosts to 

~xtond existing routes to serve new subdivisions have bean received~ 

th~t it will be necessBry to gr~nt so~e of these requests; thet 

certpin of the are~s in question nre scpttered ~nd spprsely settled; 

~nd thpt in ~ddition to necess1t~ting add1tionel equipment the 

service to the now subdivisions will be rendered ~t a loss until 

sufficient time h~s ~lapsed to develop enough traffic to support 

tha contempl~ted operations. 

An engineer in the employ of the Commissionts tr~nspor­

t~tion depprtment, after a study of 8pplic~ntst f~cilit1es ~nd 

~ccounting records, presented a r~port in which he estimpted the 

probpbl.::s r~sults 01: opert1tions under the present and proposed feres 

for th~ 12 months ending S0ptamber 30, 1950. According to this 

r~port, rev~nu~s at the present f2res would ~mount to $247,822, es 

contr~stod with oper~ting ~xp0nses (including deprec1~t1on ~nd 

oper~ting toxes) of $251,913, thus resulting in ~ n~t loss of 

$4,091 ,o:Ind (.In opereting r~tio of 101.65 per cent. The enginet)r 

ccncl~oea th~t b~sea upon the proposed tpres thG following op~r~t-
I 

lng rosults would 00 r8nllzod: revenues, $263,701; expenses, 

$252,504; not lncooc, $11,197; ~nd opcr~t1ng r~tio, 95.75 per cent. 

This witr..vss ::~rriv0d ~t o? r(-lte bt.'lse tor ~pp11c.?nts r 

~ro~erties of $63,390. On this b~sis the income under the proposod . 
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f~r~ structur~ would be equiv~lent to a rpte of return of 17.66 

por c~nt, without ~n ~llowe.nce for income tp.xes. H~ est1mpted 

thflt by ~llowing for income t~X0S "on a corporation b~s1s" the 

n~t incom0 would be $8,328, or ~ roturn o~ the computod rpte b~se 

of pbout 13 per c'.nt. The ~ngin00r, howevor, recognized the r~te 

b~s~ of $63,390 as depressed .~nd was of the opinion th~t ~pplicpnts' 

~ntir~ fleet will hpve to be r~plAced sometime during the period 

botween 19,1 {)nd 195'3. A "normalized". rAte base by tr0::>ting 

~pplic~nts' bus equipment on the basis of having been purchased 

new would, according to this witness, be ~pproxim~t01Y $93,600. 
I 

On this b,?sis the proposed fer'3s would produce ~n opert'ting r~tio 

of 97.68 per cent end ~ r~te of r~turn before income taxes of 6.55 
p~r cent. 

Applicants c~11 ~ttGntion to the omiss10n by the .;ngine'er 

of certpin bus~s in computing the r~te b~se e.nd ch~rges for depre~ 

ci~tion. They r.ssort thrt one of theso buses is used in their 

operF't1ons ~nd should h~v~ be~n tAken into cons1der~tion in estimnt­

ing opor~ting exp~nses ~nd determining en ~ppropr1~t0 r~te b~se. 

The inclusion of this bus 1n the engineer's study of the ett~ct 

of the proposed fpr~s would produce 2n operAting rpti0 of 96.37 p~r 

cunt ?nd p rpte of return before income t~X0S of 13.35' per cent. 

Under the "normi:'lized" r~to bfllse, th~ operating r~tio would be 

~bout 98 .. 3 per c'7nt ~nd the r~te of return before income taxes 

ppproxim~tG1Y 6 .. 27 p~r cent. 

The Commission's vnginc~r presented testimony designed to 

indic~t~ the prob~ble effect of 0stpblishing cort~in Bltern~te 

b~ses of f~res in lieu of thosw proposed by applic~nts. He estimat­

~d thpt i:' straight lO-cent f~re for edUlts ~nd school children would 
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result in an nper~ting l~ss of ~bout $450 for the 12 months embraced 

in his invest1g~tion. An ll-cont faro with commutation fr.res of 

10 cents a rice sold in blocks of 10, according to the engin~er, 

would result in an op0rating ratio ~f ~pprox1matelY 9?4 per cent, 

whi1~ the use of commut0tion tickets in blocks of 16 would produce 

~n op~r~ting ratio of 98.1 per cent. 

This witness further testified th~t the extensions which 

~pplicpnts 8xpect to b0 required to make to their existing routes 

""ould not be self-supporting until sufficient time elapso's to 

. dcv~lop potent1~1 tr~ffic. The length of time required to pIece 

th~se extensions on a pe\ying b.9sis or the out-of-pocket losses 

which might be incurred in the mOentime w~s not stated. 

No one opposed the granting of the e\pp1icetion. A 
. . 

resident of Palo Alto, however, criticized applicAnts for seeking 

~n increase in fp.res while at the same time fe.iling to extend 

service to en ~ree cle\im~d to require public tr~nsport~tion. Appli­

cpntsl mcnpger testified thct one of the proposed extensions now 

under consider~tion would provide service to the area in which 

this resident 1s interested. 

In proceedings of this n~ture involving the fares of 

c~rriers whos~ opcr~tions ~re like those of ~pplic?nts, the diffi­

culty of ror~C?sting future traffic trends with ~ny degree of 

cert~inty is cle~rly npp~rent. In the inst~nt ce.se the record 

shows wide fluctuetions in the monthly volume of tr~fflc. Accord­

ing to applic~ntst eccounting records, these 1ncre8ses ~nd decreases 

in the number of passengers c~rried have a mArked effect upon the 

fin~nci~l results nf operation. These factors require careful 

consider~tion in passing upon contempl~ted changes in pnssenger 

l'?res.. HI/w~ver, whatever C'.ddi tionl:ll r0V~n\l0 mClY be necess'ery to 

enabl~" applicants to provide prospective extensions 1s a matter tor 

det.;::rmine.t1on in the future, r~ther than in this proceeding. In 
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our opinion, the ev1aence wlth r~spect to a rete bese for applicants' 
propertios do~s not rurnish e s~re gU~de ~n detarm1n1ng an D.ppropr1-

~te r~te level. 

It appee.rs to be obvious from the evidence presented that 
~pplicantsr prvscnt !nr0S nro inndo~uato undvr ~xisting conditions. 

A str~ight lO-cent intr~-zonc f~r0, ~ccording to the record, would 

likewise be insufficient from a revenue producing standpoint. In 

our opinion, it is improb~blc th~t the other eltern~te bases of 

f~res studied by the Commission's engineer would produce tho re­

quired m~r~in of profit to en~ble applic~nts to render sdequate 

service. Howev~r, we ere not convinced that the full me~sure of 

relicf sought should be gr~nted. Under the circumst~ncGs, ~ppli­

cpnts will be puthorized to est~b11sh the 1ncre~Sed f~res, ~s pro­

posed in the ~pplication, ~s am~nded, in this procaeding, with the 

exception thet the c~ncell~tion of reduced fares for children will 

not be permitted in inst~nc~s where present tariffs provide for 

one-helf f~res for children. Chi1drens' fares should be established 

~t the r~te of 6 cents wh0re the authorized one-wey ~du1t f~re is 

11 cents and ~t the r~te of 11 cents between points where the 

authorized one-wpy f~re is 22 cents. No evidence hes been presented 

which justifies a dep~rturo in this inst~nce from the, somewhAt 

general practice of publishing childrens' fnres on a lower level 

th~n for the tr~nsportetion of ~dults. The increases in f~r~s 

herein authorized pre hereby found to bw justified. 

Qa~~B 

A public hoaring h~ving been h~d in the ebove-entitled 

proceeding And b~S0d upon the evidence received end the conclusions 

And findings set forth in the preceding opinion, 

IT IS ORDBRED: 

(1) Thpt Evelyn M. Kn~pp and John P. Demeter, cop~rtn0rs 

dOing bUSiness es Peninsu1~ Trensit Lines, be and they ore hereby 

~uthorized, on not less th~n 5 days' notice to the Commission end 
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the public, to establish increased passenger t~res 35 follows: 

(a) P~10 Alto Division 

One-way adult fares . . . .. • • • 11 cents 

30-ride adult commutation 
tickets, good for 60 days 
from d8te of purchase .•••.• $3.00 

, (b) Redwood City D1 vision 

Minimum one-way adult f~res •.. 11 cents 

Children's fares between 
pOints where one-way adult 
fare is 11 cents . . • • • . . . 6 cents 

One-w8Y adult fares.between 
pOints described in Item 
No. 40 of present tariff . . ~ • 22 cents 

Children's faros between 
pOints described in Item 
~O of present tariff • • • . . . 11 cents 

30-ride adult commutation 
tickets, good for 60 days 
from dete of purchase, 
between pOints described 
in Items Nos.' 35 and 45 of 
present tariff • • . . • • • . . $3.00 

30-ride adult commutation 
tickets, good for 30 deys 
from date of pUrch?se, 
b~twcen pOints described 
in Item No. 40 of present 
tsriff • • • • • • • • • . • • . $6.00 

20-ride school commutation 
tickets between pOints 
described in Items Nos. 35, 
40, 45, 60 ~nd 70 of present 
tariff •..•.•••••••• $1.50 

14-ride Ddult commutetion 
tickets between points 
described in Items Nos. 35, 
40, 45, 50 and 55 of present 
tariff • • • • . . • • • • • • • Cancel 

Adult and school commut~t1on 
tickets eS published in Items 
Nos~ 85 end 90 of present 
t~riff • • • • • • • • • • • • • Cancel 
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(2) That applicants be and they are hereby directed to 

post a notice in a conspicuous place in each bus and ticket office 

for not less than , days before the increases in fares herein 

authorized become effective, stating the date on which said in­

cresses will become effective and th~t information concerning the 

amount of such increased f$res between specific pOints maybe 

obt8ined 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 d~ys after the effective date 

hereof. 

This order shall become effective 20 days after the date 

hereof. 

~ _DAted at San FranCiSCO, 

of ~':ti:t.dk'" , 1949. 

California, this 

, 
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