
A.30442 SJ 

BEFOF.E THE PUBLIC UTILITIES COMIHSSION OF TEE STATE OF' CALIFORNIA 

In the Matter or the Application ) 
of S~cr~roento City Lines for an ) 
order granting permission to in- ) 
crease its present token rate of ) 
fare from 5 tokens for 35¢ to ~ ) 

Application No. 30442 

tokens for 30¢. ) 

A r.lPt='arnn.ces 

DO\ffiCYt Brand, ,SeymoU1' and Roh~cr, by Harry B.' Seymour, 
lor appllcant. 

E.d·.~~rd M. Glenn, B. ,';. Co.v.:l.n:lugh, =.nd D. J. F.n.ustman, 
for City of Sacr~m0nto, protestant. , 

Florine Thompson, ror Fruitridg8 M~nor Home Owners' 
Associ~ tion; ~Irs. :so A. Sch·vting? for Sacramento 
Women f s COUo"lcil; ~nd Julius Uh1J.g o.nd 
Lydic. H:1.rris, in proprio. personn.; protcst.'lnts.' 

o PIN ION 
--------~ 

Applico.nt is 0. p:1.ssongcr stage corpor~tion engaged in the 

tr~tnsportt. tion of po.sseneCl"S '<1i thin .:md in the vicinity of So.cro..mento.' 

By this ~pplico.tion, as amended, it secks authority to establish 

incrc:-.scd fares. 

A public heo.ring \·:cs h:1.d 0. t S~cro.mcnto on Scpt0mbcr 22 :l.nd , 

23, 1949, before Examiner Jo.copi. 

Applic.:mt r s present fares nrc b~sod upon two ft'.rc zones.' 

The o.dult f~rcs ~rc 10 cents c~sh ',r one token, and 20 cents cnsh or 

two tokens, ~ccording to tho zone or zones involved. Tho tokens ~ro 

ch~re0d fo~ ~t tho r~tc of 5 tokens for 35 cents. Authority is 

sought in the ~rr.endQd ~pplic~tion to incrc~se this ch~rgo to the 

b~sis of 5 tokens for 40 cents. No other ch~gc in the existing fare 

structure is proposed •. 
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The record shows tho. t 1'!~ge increases ar.1o'Ul'l'cine to 5 cants 

pcr l'lour :for c.rivGrs and 4 ccnt$ per hour for sh.op employees ',Ilere 

granted 'U..'t1oer the nevI ls.bor agreements effective August 1,1949 and 

September 1, 1949, respecti vcl:t. It is allee.cd tba t the margin 

bct\'rccn o.pp11cant r s revenues a~'ld expenses has become unsafe due to 

the greater expenses involved in the '"age adjustment coupled \,r1 th 0-

steady drop in the vol~~e of traffic •. It is further alleged that 

tile sought increo.se io necesso.ry to :.void impo.iring the serVice •. 

Evidence concerning o.pplic~t's financial cond:i.tion '\'las 

offered by its general <luditor, by o.n engineer from the Commj.ssion's 

Transporto. tion Department and bj~ c.n ~nginecr (hereinafter rei'cr:'ed to 

a.s the city engineer) fl~om the City of Sacro.mcnto (s Traffic El'lgineer-·· 

ing Dcpart;nent. The iolitncsses submitted and explained exhibits 

generally conSisting of bo.lance sheets, operating statements, studies 

of revenues, eX~0nscs and traffic flows and trends, dopreci~tion and 

rate b.:lse stateJ';lcnts, and for0c~sts of the estimated results of 

operation for future.: 12-lnonth periods u..'1dcr the pre;;scnt und proposed 
1 

fares. The Conmission er.ginccr also introduced an cstimQte of the 

opcr::l tine results undor' ,'ll tern,":\. to fa.res. The figures in the i'ollo\ .... -

in,z t.:lblc \-rore tal:on fro:n the c:-:hi bi ts in qucs tj.Ol'l •• 

0:.-------------------.---------------l 
Nost of the city engineer r s .::xhibi ts were in grc.ph form. They 

included o.nalyscs of revenues and exponses, tronds of revenues ~nd 
exponses ror thc v.:lrious routes opcro.ted, traffic flows, vehicle 
~iles, passengers per vehicle, expenses per milo by mcjor accounts, 
o.ccidcmt experience, comlllodi ty price index, and grot'lth trends of 
Sacrrurlcnto as indica ted by nC'vlspapcr circulo. tion, tolopl'lonc conncc-"· 
tions, g= ... s customcr~, o.nd. bank debits. The \<,"i tncss also submitted 
0. study of the mo.nagcrnont fees paid by tho applicant to its p~rcnt 
cOnlp.:lny. 
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:::;sti:lc. ted Rcsul ts of Opere. ticn Fr.;r Futur(; 12-!"l(';nth F\:.:ri'.1ds 
'Under Tho Pl'(.'scnt? P:'oPI.")sC'c. c.nd Altc:,nc.t~ ?~rcs 

.::cv.:;m::. ..... s 
Opcr~ting txpcns~s 
l':ot Opcr~t1ng .R(:"ircn'Ucs 
bcfcrc Inco~c T~x~s 

Inc~::1c Ttl.:I:.c s 
N,t Opcr~ting Ir.ccmc 
nc.t·.; :Einsc 
TIo.t.: cf Return 
Opo::ro.ting Ro.tir~ 'bd'Ol'r~ 

Inc.;,:,!':'lc '£c.:<t:s 

ncv.;;nu~s 
Oucr::-. tin; E:~'')cnscs 
Net O}K'r:.'. tine Rcv~nuts 
b~:f.'orc. Incot~c T~'~y.;;;.s 

Inc{)!:l(: To.:..:.:.s 
N,t Opcrat~ng Inco~c 
Rat • .; E.:.s~ 
R: ... t~ of. l\(;turn 
Opor:'. t1:'l.1'.: ~~i'. ti,.' before 

!nc~.lI;:~: T:.:\~s 

(3) 
!-tp1')lic:1r~t 

99.54 

107,726 
:>8 2t."6 

) , '" 
1
1

1'1 ~~SJ '~'70 '\~ 
I .. 881,704 \'~ 

, 7 '"'S-, • Q Ii) 

91.92 

(4) 
Cl';n!'J":liss1on 

;!.J't" i:rl (. er 

(4) 
Ci-:y of 

Sncr"'~I'i"~nto 
~.-..--- --.-~ 

--:w 
$ 

105,2'55 
40,J60 
~~,09;/f~; 

8t,~' C' ~,~20 ~ 
7.7l% 
91,_65 

(4) 

5 ,+18 
788,246 

6 "'8(" • I ,,1 

93.0l 

Cr.-'!",}:r:1issi rm 7'~~.n':'l..:r 
-Prc~cr--:I.\.l torno:tc 
-1:,.W.:§-- ---tm;'£.§-
Cl,351,760 01,313 J190 
...h*57,03Q 1,l2,6.&9..9_ 

20~~, 730 157~100 
_9.~O , 1",:2,i /' 61J.4~ 
'0 ." ~ '4' CFi,95) '1:' 1~l.j.,30:l ,\;" 
" 8)+'"' "''''0 $ 8~r3 820 ':1' ~,o.:. ~ 

l' 731"/ 1~:3,7~% '+. ;;1> 

84.97 88.04 

(1) 

(~) 

?r~,:3c:nt f~rcs o.r~ lO cents .md 20 cents cc.sh. \·;ith tokens 
5 ,!,;,:: 35 CI,'nts. 

PrC'pl;.s~:J fOor,s o.rc 10 cents o.nd 20 cents cc.sh \'li -C!'l tol'C(;ns 

(3) 

(4) 

( 5) 

5 f"',r 4C cC·l",I,ts. 
AJ.'t\~':"n~~t-: c:',sh fc.r..::::; r.'.ro the so.:nc nos pl':>po1;(;d fr.\r(..s but 
~okcr.~ ,·:o"Jl~ bo 4 for 30 cents. 

Estio:'.t.:o l'csults c.rc for tho l2 conti.'ls cndins August 31, 
1950 .. 

Estitli\ ti.:0. rczul ts ~rc for the 12 months endine Sc:rtc~:bcr 30, 
1950. 

Ir:.co!'1(, tc'.X nCit p,.y~~bl..:; C.CCCiunt interest credit c,,:co<.:ds the 
~::::t opel'::' tine inco!'nc shm'Jl1. 
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The foregoing estimates show that the Commission engineer 

and the city engineer sharply disa~reed ~ith applicant's auditor 

as to whether or not the present fares would be inadequate for 

future operations. The computations of the witnesses indicate 

th~t ~terial differences exist in the forecasts of future revenues 

and operating expenses and in the estimates of the rate base. 

These differences must be reconciled in order to determine the 

ade~uacy or inadequacy of the present f~rcz for future operations. 

The variations in the witnesses'. estimates of future 

revenue under the pre~ent fares are ind.icated b:Jr the following 

fi~res taken from exhibits of record: 

A!)plic~nt (1) 

$1)221)425 

Commission 
Engineer (2) 

$1,260 J 320 

City of 
St1.cramcnto (2) 

~;1, 276, 021 

(1 ) Estimated revenue for the 12 months 
endine AUi~st 3~, 1950. 

Estimated revenue for the 12 months 
ending September 30) 1950. 

The iii tnesses were in agreement that the volume of traffic for 

the next 12 months would drop below th~t heretofore prevailing. 

They disagreed, however, with. respect to the amount of the 

anticipated decrease. Applicant's general auditor estimated 

tha~ the traffic would amount to 6.0 per cent less than that for 

t!~e 12 mO:1tLs ended August 31, 1949. The Cornmission engineer 

and the city engineer ca.lculated that the traffic level ~.:ol.l1d be 

5.0 per cent and 3.4 per cent, respectively, below t~at p~evailing 

in the ye~r 1945~ The 6.0 ner cent r~te of dccre~se used by the 

auditor was based uoon a drop in traffic of 5.$S ner cent in the 
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of: ~he decroase durin;:; ~he .t'iro~ ~en d:,;'.yo c.f Sep~ember, 1949, t.he 

last period for which rec(..r-ci::; \· .. e:-e .:J.vn.il~blo. The ",,1 tness felt that 

the steady decline in traffic during the four months in question 
indicated an .s\cce1crated dowr.ward trend. for the ·future. The 5.0 

pe~ cent decrease in tr~ffic e~p~oyed by the Comnission engineer 

-.. :as based u-pon a drop of 2.9 pcr cent in the traffic for the first 

o ~o::l'ths of 194.9 be10,-: that for the sa!':'le period of 19/,..0, together 
. 

'with consideration of the more lliQI'keJ. decrease oho'Nn for the 

:::o::tns of July Ltnd August and the first ten da)'s of September, 1949.' 

The estirr.utcd decrease in traffic calculated by the city engineer , 

was -pred:LcCl.ted on the traffic 'rolume for the first 7 months of 1945 

and 1949. It docs not give effect to the further decline in traffic 

that occurred in August and the first ten dnys of Sc~tember, 1949.' 

The general auditor's estimat~ of the anticipated decrease 

in traffic was developed on the b~sis of traffic trends for n period 

of only ~-1/3 months., It is well re:ognized that passenger travel 

fluctu~tes considerably from month to month; the traffic volume being 

~~all in sor.e months and relatively heavy in other months. These 

fluctuation:J :i.:1Y be given appro,riate effect in i'orec.1sts of traffic' 

when the cal:ulation~ are based upon past operations embracing a 

reaso:~ably substantial period of time. The period used by the audi-

tor in dew!:'oping his ectimate of the drop in future traffic is too 

short to b~ ccns:dered re,rcsentative of the traffic trend •. 

?he a~ount of the anticipated reduction in the volume of 

traffic as developed by the Co~~ission cneineer rects upon broader 

bases than those used by the auditor and the city engineer •. This 

esti~ate appears to be reasonable and will be adopted. 
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In regard to the op~rating expenses, the principal differ

ences in the witnesses' forecasts of the total expenses under the 

pre~ent fo.r~s resulted frc·t:'l variations in certain of the individual 

expense items as shown below: 

Corr .. "l'lission 
APElicant Eni,~ineer 

hepairs to revenue 
equipment ~132,OOO $123,505 

Servicing revenue 
64,500 equipment 59,340 

Drivers' ,,:ages and bonuses 450,000 431,970 
3~ployee welfare 18,000 12,000 
rf:an~gem en t a.nd. supervision 

fe~s !me. expenses 48,?15 30,OqO 

(1) The ,,,i tness considered all oper.3,ting 
expenses .'lS a group. No breakdown 
was furnished. 

City of 
Sacromento 

(1) 

(1) 
(1 ) 
(1 ) 

";32,100 

The expense~ assigned by the general auditor for repairs to 

and servicing of erl.uipment and for drivers' wages admittedly were n?t 

b~sed on recorded book costs for the o~~rations in nny past period of 

ti~e. For exa~plz, the substantial labor costs involved in repairing 

and servicing .;qui'Pmant W0re computed by includinp; all employee~ in-

volved ~t their full weekly \\t.q~,~S for the entire year \,rlthout consid

eration of any differences in prist i::!~eri~nccs. Lik,} procedure Wo.s 

followed in computin~ the drivers' wage:. The auditor ~lso included 

about ~7 ,000 :'n the maint.:;nrmC0 C?xpens~.3 to cov~r 0. er~ator o.mount. of 

maint~n~nce rr.otcrials said to be required bec~uso of the age of the 
.' 

equipm~nt. On cross-cx.8.minr.1tion, however, he ."ldmittod that appli-

cant's past experience showed th~t the us~ of more materi31s than 

ordinarily required for such equipment would seldom be ~ccess~ry. 

The Co~~ission engineor's ostim~tes of the expense of m~in-

taining the e~uipmcnt ~nd of tho drivers' wages wer~ based upon 
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consider~tion of the oper~tions :md th,~ r.':;cordcd book costs for th0 

Y0ar 194$, the 12 months cnd~d June 30, 1949, and for the yc~r 1949 

3S projectod from thn book records for the first six months thereof. 

Th~ cn$ine~rf sfiI~ur0s included ad.justments for the !'i;;cent wage in

crcaS3~ and other opc!'~ting factors influenced by the nnticipcted drop 

in t.r,":\!'fic. He ,,,\150 g"\vc cffc-ct to economi~s r·:,lsulting from the in

~t:Ot.11::\tion of new fare box,.~s in thl) bus~s.. The ~nein~cr c.'llcult'l.tod 

th~t the usc of far0 boxes would ~liminntc ~ mcteriol amount of t.he 15 

minut ·~s per do.y .11lo\V'0c.i d.ri vcrs ~or mnldrlg th~ir reports ~nd returns 

of cash and token faras and that tho s~vine3 involved would virtuully 

offset th~ w,~ge incre,-~s\,:; gr(:ntGc to thi.:l drivc::rs.. 

It is evident th~t the euditor's ~stim~tcs of the cost of 

m("'.int~inine the el.iuiprnent tl.nd of th',,) dri vcrs l w.:\gt~S requir.) revision 

to bring th0m into reason1blc conformity with futurd conditions as in

dic~t0d by the record. On tho other h~nd, tho Commission engineer's 

cnlcul~tion~ were b~scd upon r~cordcd book costs '~th compensating 

~d.iu$t::lC'nts for w"'l.g~ incr~.~,scs, knO\\'n economies .lnc other anticip.~ted 

ch,lnZ~:5 in o.pplic.':lnt f s futur~ 0pGra.tions.. His sstimates appear to be 

reasonable. 

The greater cost shown by the auditor for o.pplic3nt's ~m

ployec group insurance and \'.'elfare pl(lrl aI'lpc::-,rs to b~ proper. The 

record shows that ur.drir' .:l, rr;cent ,9.sroomcn t with the employees the en-

tir~ cost of tho ~~cu~ in~ur:lnc~ 'trill b~ berne by ~pplic<lnt ~ 
In re.€;o.rd. ~o ~hc ch:\rgc for ma.n::lz'..':t:10nt, accounting and supcr-

vi.:>ion, th0 record s110ws th.':lt .:."tpnlicrtnt do.:;::; 11.0t :noint.'1in its own 

st~ff of general officers nnd that the functions in question 3re p~r

formed by the p.:\rcnt comp<'1ny ur.d~r n. contr::lctu,::.l .~'.rrangem(mt. The 
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latter is compan~~ted 1hcreior on the bnsis of 3 perccnt~g0 of the 

monthly gross r~venue. 

The auditor asserted th~t the charge resulting under the 

percentage basis was re~sonable for the services performed. According 

to his testimony) all of the managerial duties, with the exception of 

limited 3uthority delegated to the local manager, and all of the ac

countin~ work, are performed by the par~nt company. In addition, the 

superintendents of transport:=t.tion, maintenance, construction, inven-

tory, and safety a.r.d personnel were said to advise and assist nppli

cnnt's local employees in solving problems encountered in conducting 

the operations. The c~ntrulized purchasing also involv~d in the con-

t.ractual arrangement Wil~ said to afford ilpplic~~.nt prices for materials 

and supplies lo\,:er than those other .... ise obtainable.. The auditor 

claimed that the broad knowledge and experience possessed by the mem

bers of the parent com~any's staff w~re invaluabl~ to applicant and 

could not be duplicated in the eVtolnt th:lt it. maintai'n~d its own staff .. 

With r0spcct to the vori.:ltions r~sulting in tho cost of the services 

to ."lpplicant under the p0rC~1'1tag0 basis , it v:<lS C oncoded that.i,::m in ... 

crease in fares would not impos~ great8r monagcri31 rcsponsibilitias 

on the pnrcnt company's staff. 

The city engineer 2.sserted tho.t the a:nount sought by ::j,ppli-

C.'l .. "lt und0r the::: perc0nt.:lge b.J.sis for the s0rvic0s in question ... ;as ex

cl;:ssive and should not be ~11o.",..,;;d for rate-m::.king purposes., He 

contended th~t the chorge should bG boscd on th~ nrnount ordin~rily 

rcquir0d for ~~plicJ.nt to m~int~in its own st~ff of ~encrnl of.fic~rs 

3The p.'=!rent comp;;.ny is th~ F~cific City Lines. Und(~r th~ :J,rrc.ngcrnent 
the monthly ch~rgc i: computed ~t th0 r~t~ of 5 p~r cent of the first 
';50,000 of gross r.:::v,:muc, 3 por c8nt of th.~ n~xt "?SO,OOO, and one p~r 
cent 01 th~ eros~ r~vcnuc in excass of ~lOOJOOO. 
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and employees. He submitted un .:xhibi t purporti::lg to ShO'" the 

nU,."nber of el:lployccs :lnc. tho al"'.nual salaries that '{ould be invol vc::d 

~~ maintcining tau separate st~ff. Applicant's auditor made similar 

c:::.lculo.tions. 

The cstil11il tos sub:.i ttod by the two ,",,'i tncsses arc sho\oJD. in 
4 

the margin b~low. 

The Commission engineer's cstimato of tho cozt of manngc

!':ent accounting and. su~crvision \'laS developed from a study of tho 

c;xpcnscs actually incurl·cd for such s0rvicc$ in the year 1948 by 

other passcngcl" stage corporations mainto.ining their Olm ad!"l;1nistra-

tivc, accounting and supervisory staffs. In tho cillculations, he 

developed thc ratio of administrative ilnd gonera1 expenses (including 

supervision of transportation and shop and garage) to the total of 

:.11 oth.cr op",r::. tine expenses. The results ,",'ore compared with 

applicant's experience for the same period ~~dor the percentage b~sis 

hereinabove indicated. Th0 cneinccr's caJ.culations showed that for 

ap~licant tho ratio in question Has 15.8 ,or cent, for BOoY Cities 

Transit CO::lp:::.n~~ of Snnto. M01'lic:::. it was 9.S ::!or c~nt, o...~d for ninc 

other passenger stOoge corpor:::.tions it v;as 0.11 avers.ge of 12.1 per cent. 

4 

Prosidcnt 
Vicc-Prcsidcnt-Sccrct~r~r-Trca.surcr 
Auditor 
ASSistant Auditor 
Dil~octor of Sc.fcty .:tnd Personnel 
Ac c 011.'1 t~n t 
Clerks 
Ste:nogr:::.phcrs 
CO-lct-tic. tine QC'.chinc O,l'}ra tor 
Gcncrc.l ~:..:pens es 

Totals 

-9-

Applicnnt 
~~12 ,000 

7,500 
6,000 

c:; 400 
"'" 3,000 
6 ~OO 
~.~ QOO 
2 400 
2~OOO 

$50,000 

Ci t~r I S 
Ens.inaer 
4~12, 000 

--
6,000 
4,000 

;; ,~·OO . 
2,700 

2..",OO.Q 

~~32,100 



T~0 onginecr stated th~t he consid~rcd the B~y Citics ~ransit opcra-

tion subs tantio.lly cOtl~.?ro.blc to tho. t of o.pplico.nt. He indic~ ted , 

tho. t tl!c oth\':T nine c."lrri crs rcvic"J'cd invol ve:d small.:;,r oporo. tions., 

Cou,.'1zcl for o.pplicc.nt contended thnt tho figures for Bo.y Cj,tics 

Tr.:lnzi t '.,rc'r'C dcl"icie!'lt in th~t no cho.:r'gcs "fero shown for supervision 

of shop ~nd g:trc.go and the oper:'. tion ":as not fully compt'.r:.b10 '\111 th 

:.ppliccnt 's \'ri th respect 'CO miloo.go opera ted o.nd volume of traffic. 

The lfJ.ginccr sho"."od, hO,"lcvcr, that b1s esti:no.tc "10.5 based upon 0. ro.tio 

of 13 .. 5 ~:!(;r cent instcud of the 9.8 pi,;;:::' cent developed from the .s.ct'..w.l 

ligures 1'or Bo.y Ci tics Tro.nsi t. T!'le upw.:.rd c.djustn:.ont Wo.s snid to be 

for the purpose of bringing diffel"enccs in '!:l'lC oporntions to 0. 

Tho record discloses tho.t the percentage bnsis used by 

.:.pplicunt 's o,:udi tor in· dct":'X'!:l.inil'1g tho ch:-.rg~ for mo.nCi,gcClcnt, \:'..ccount-

j.ng ~nd supervision i,rr..s cstD.blishcd by tho pn.:'c'nt cOJjlpany' s bo.::.rd of 

directors. I't \</D.S snid to be c. judzr:;.ent figure. No :\ttcrnpt -:ras made 

to shew tho considcr:-.tions given effect in arrivine at the pcrcc~to.go 

b~sis or the ~ctu~l cost incurred by the p.:.ront comp~ny in providing 

th,:: v.::.rious services in question. Nci tllcr Wo.s .o.ny other evidence of 

probo.tivc vo.lue s'1.1bJ:littcQ shoving ~hD.t the C11::1'go WO,s not cxccissivc.· , 
The csti~:ttcs of the expensos involved in .:lpplic~ntSmnint~ininB its 

0 .... 71 ~dC<inis tr~ ti ve s t::-.ff ir..troduc r.d by the .:.udi tor and the c'1 ty 

e;ne1.!lce:r './(;'1:'0 not sUpported by studies of fo.ctors ordin.::.ri1y 1nf1\.1-

'!'leing the d;;..tcrnin:.tlon of the size of the ;terce. req'l.:.ired. On the 

other h~.nd, the COl'l'l.1:lis~ion cneinccr rs :o.l)proo.ch to the problem on thc 

busis of the: nctual ox:pcricmcc of .:. substc>.nti.:.lly coroparo.'blo oporo.-

tion :2urnishes oo.tcrinl guid\lncc in determining the amount thn't 

should b'o .:-..llo\'ICd for tl'lC m::~nt,gc.riCLl ~nd other services in question •. 

On this rc..cord, it is concluded th:-.t :~30,OOO p~r yc~r should rco.son-

cbly co:;mpcnso.tc the p=.rcl1t compc.ny. 
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T!1C cost of public lio.:)iJ.i ty a.'1.d {.'roperty damage insurance 

was developed by D.~)plicant' S auditor Oli. the basis of 4.25 per cent 

of the passcn,ser Dnd ch.:X"tcX" revenue. The insurance is carried on 

this 1:Jasis ''lith an insuro.nce firm which is affiliated with the parent 

company anJ. which provides such coverage for bus opera·.:ions controlled 

by the latter. The city ~:1gineer contended that the cost of the 

i:1s\lro.nce in c;ue stion was excessive. He sub::;.i tteci exhibits indicat

ing that app1ic~nt I s accident e>..-,erience for the years 1947 and 

1048 was unusuall~r high in comparison with that of six other 
C\llifornia bus lines controlled by the parent compan~r. The enGineer 

alle.l;cd that appliCDl''lt' s hi2:h accident experienco resulted in much 

g:reater inS1.;rance costs thon ~·,o1;.lc. ordinarily obtair:.. He urged that 

t:-.e entire aCCident and ins1.:.runce problem ::ho;;,lc:. re(!cive the Commis-

SiO~T5 attention. 

The safety director of the parent COr.lp:my testified that 

zpplicant's high accident experience was mainly due to narrow streets, 

unusu~l traffiC consestion and the condition of th::: streets and curbs. 

he asserted that ~ large proportion of the accid~nts occurred while 

passenGers \';ere boarding or alighting from the buses and that such 

accidents were attributable to the poor condition of tho streets and 

curbs at the bUG stops. The witness explained in dcto.il a,pplicant' s 

s.;:.fcty progra.":l for reducing the number of accid(;,')nts ond his activi

ties in connection tl1erewith. He conceded, however, that the results 

obtained thus fur were not substo.ntiul. Apr.licant's auditor disputed 

the c1 a i::': $ of the city cl".I.sineer that the cost of insurD.ncc would be 

lot'lcr i.f it were pl.:!cccl with an independent compn.ny. He asserted 

that the manual ro.t(: s would cr.lount t'o <lbout 11 por cent of the rev

enue instead of 4.25 per cent now pcid. 

It hc.s not been shoW!1 on this record th.::!.t the Qstimated 

coot of the insurance in qU0stion would bo excessive und0r the pro sent 
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o:y.:ratinG conditions and those which arc ex;)cctcd to 9rcvail during 

tl"h': next twelvc months. In fect, the rcco).~ri indicates that if tl'J.c 

in:::urancc vlere pl.::..ccd eJ.sov;hcrc thIS: cost woulti b,·~ substantially more 

dealt -"ith. It should be pointed 

out that t:;.(; :-oresoj.nr; finding is not to be..: t,~kQn os approval of 

:;'':)oliennt T S t.:'.(:':J:"~y tr.:.:,t th,:;: insurnncc costs would 1;~ incrc.:1scd in .. 
t);e 0VC:;.t tllct t:lC: SOUi.:ht adjustmont o~ th(.; fo.r:.;;s were granted. It 

';::::5 :lot csto~·li:;hed that tl'l\; insurance risk would be.: grt:..2tcr undor 

S1.:ch circu:nst.:l.nccs. It is rensonc1; lc to CSt.un1C th,::lt the risk would 

v::;.ry with the tr~nd in the m:.i';!~c:r of l)o.sscnt:crs, which the evidonce 

indicotcs will t c do wm'IC rJ. (Dc ci ~,ion r:o. 4220c of ncvcr:1b(:r 2.3, 1948, 

. , ,. . ., ""9607 1:1 APP_lcotlon ~o. ~ of Pcs.::.dcl1o City Lin8s, Inc.). 

~k:~ turn :lO~/: to th·.,: differences in thu witncss(.:s T cc.lcu-

lctio:".s of the csti.~.04tcd rate base.. AI'plicont' s aucitor allow~d 

:;; tot02.1 of ~~24~ 500 as the usc: value of scvcr~ £1,..;11y dcpreci.;;.tcd bus~s. 

The Commission e:neinecr and the city engineer :n.::~c.le no o'llowance for 
5 

usc v,:' .. lue. However, the busc:; arc now used .;,'l.no. useful in a.ppli-

Ct~t's service. 

The ~uditor .:.ss~rt::;;c.. tha.t the v~hicl(;)s WfJr0 in excellent 

conc~ition ~~nd that the.: l'.::.to bac..:: would have l."l;.;flcctcd a substan-

ti.:111y ~;rca.t<:~r cunount then th<.: sought usc value had applicant pur-

ch.:..sccl r~c'll busc.:s. He s~;o.tQd th.:.t the .::.rnount included in tho rate: 

'0';-,50 represented t}iC currt:)nt lnarkct vnluc of tho equipment. The 

Cl.mcunt clci:':'lcd by a!'p1iccnt ~ however, n.ppcnrs exccssi vo. For the 

"5 
No dc!,reciCltion on t:l~SC bus..:;s was included by tho three witnesses 

in the estimates of o?cr~tins cxpensus. 
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?u!"?Os(~ of t.his proceedi!':C, the su.':'! of $14,000 will be allowed J but 

no fur~h~r dcprccintion may b~ chcrged ~Gainst th~ buses. 

With the ~djustments hcroin~bovc inciicuted, the estimated 

result of c.::;plic.::lnt' s opcr~~tions for .::t future 12-month period undor 

th,~ present faros i ... ould be :lS follows: 

Reve:l1uc 
Op~ratin~ Ex~cnscs 
N~t Operating Ruvenue 
before !ncom~ T3xcs 

Income Taxes 
X~t Opernting Income 
Rntc B.?sc 
Rc.tc: of Return 
Op8r~ting R.::.tio 
before Inco~c Texcs 9:2:0S 

In ::.ddition to the protest of the City of Ss.crc.rnento, the 

gr3nting of thG soueht incre~sc wcs opposed by rGpresent~tives of 

Fruitridgc r·:cnor Horne O',mers i~ssocintion 2.nci So.cr,,:m.ento '\'iomen ',s 

Council <:nd by two interested p~rti~s .:o.ppcoring in their own bc-

h~lf. The rcprescnt~tivc of the ~for0$.::tici Association elso objected 

to the existi n gin tar zo ne fnre: b~i!'lg hibh(~r thnn tl':c intrazone 

fare, and the rcprcsonto.tivc of the i':omc:n's Cour:.cil rc.:qu(:stt:;)cl. the 

climino.tion of skip-stops on the ground thct such m8thod of oper. 

~tion allcgQd1y worked 0. h~rdship on passengers during th~ winter 

r.:onths. Howcvc:r, no evidence W,'J,S submit tad showing th,~:t the inter ... 

zone f::.:-e is improper nor " .. hc.t eii'e ct its climin.:>.tion ~nd discon-

tinuunce of skip-stops would have upon the finc::nci::.1 results of 

operc.tion •. It ap,cc.rs thD,t .::.ny do'.mw::rd a.dju:$tmunt of the inter-

zone :r~re without com,cnsuting increasos in other feres would 
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reduce ~pplicnnt's r~v~nues ~nd thc.t th~ elimination of the ski?-

stO?S would result in ~ mat~ric.1 incrc~sc in opcr~ting oxpcns~s. 

Under the circumst:::..nccs, this record .::.ffords no bnsis lor mc.king 

the chcngcs suggested. 

The record indicc.tcs thot appliccnt's operations for ~ 

future l2-month period und8r the present fc.res would result in an 

opc:'r:.ting rc.tio of 92.08, before provision for incom.::: t.2.XCS :::.nd :l 

r~tc of return of 7.26 per cent. Unc(.;.t'the circumstcnccs 7 it must 

:'0 concluded th~.t it h~s not been .::.ffir:n~,ti vG:ly shewn on t.his 

record th~t c.pplicc.nt' s pr':; s0nt farc:s ~\:'8 in::ldcquate or th.::.t the 
. 

sought incrcosc is ncccss.::.ry. The c.pplicction should be denied. 

As hcreinc.bovo discusscd, the racorJ indic otcs that ' 

c?,lic:lnt's accident experience hes been unduly hieh in comp.::.ri-

son with th~t of ccrtc.in other bt!s lines.. Although .2'.pplicc.nt hns 

t..::kc!':. 3ction for tho puriJos~ of reduci!'le the number of accidents, 

the Co~nission is not satisfied wi~h the ~csults thus far obtained. 

Applicant will be expected to inten:iify its accident prevention 

activities at once elcd to report to the Commission on February 1 

1950, the progrcss made toward improving its accident 

experience. In this connection, the city manager of the City of 

S~cr~~ento testified that the city authorities had heretofore 

cooperated with applicant in various respects, including mainte~ 

nance of bus stops and improvement of streets, and that such co-

operction would be continued in the future. This policy should 

be of material aid to applicant in endeavorine to improve its 

accident experience. 
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Upon c :::roful consid~r'''t ion of ."lll of th,) f :.lets tmd c ircum-

st~~c(:s of' !'ccorc., we ·Cl.rc of the opinion :'I.ne. h~r0by find th~ .... t the 

sought incr8c.:sed. f .... r':s h.::\v.:;; not been .justifi~d. The app1ic::..tion 'V7i11 

be donicd. 

o R D E R ----- ... ~ 
Public hc~ring h~ving been h~d in th~ ~bove-0ntitlcd appli-

c,'"'tion '1nd o:lscd upon the . .::videncc rccciv,':)d I1t the hon.ring .::md upon 

th~ conclusions ,':\nd findings sot forth in tho: prcc(3ding opinion, 

IT IS HEREBY ORD7~RED th~t the; above ontitled applico.tion, as 

~~~nded, be ~nd it i3 her~by denied. 

This order sh?ll becom0 effective tw~nty (20)d~ys after the 

d ... ~t~ h·~roof. 

Dntcd ~t Sa~ Frm~ciscoi C:tliforni,:J, this 6J.. ~ d~y of 

Nov·:)mbcr, 1949. 


