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Decision !'40. 44890 

BZFORB THZ PUBLIC tiTILITIBS cO~J:!a:3SICN OF THE 

1::1 t.hc r.:"'1.-:ter of. the Application ) 
or Ray ~Ti thers and Ancirc'(: Byrd, ) 
a copartnershi?, doing business ) 
u.~dcr ~h0 firm na~e and ctyl~ of ) 
Sa.."'l r·'ratf!.o Tra...."'lsi t, for 8.."'l. order ) 

... ", .. . . t ) aUIJuorlz'.:t.ng an ::.ncrease ::.n ra es • 

Application No. 31249 

.... ppearances 

Edward M. Berol, tor th~ applicant. 
Art.hur J. Harz£eld, City Attorney, for the City 

of San Mateo. 
I. Kar.m~ City ~ttorney, for'the City of Burlingame. 
Helen Negrin, interested party. 
~'lill T. Van Voris, for the San Mateo Union High 

School District. 
\aJ'ilson E. Cline, attorney for the Transn'ortation 

DepCl.rtment, Public Utilities COl"T'.mission. 

o PIN ION .... - --., - ... -- -
Ray ",:Ji thcrs ane Andrew 3yre, copo.rtncrs, doing business as / 

S~~ ~~teo Tr3nzit, conduct a pacsonzer stage corporation within and 

b~tween the contiguous municipalities o£ Burlinga~e7 San ~atco, 

Hillsborough and Belmont. By this application, as ~~ended, authority 

is sought ~o es~ablish incr~~sed far~s. 

Public he arings were hF\d before EXAt..iner Lake at San :I.at~o 

Applicants' present fares are established, ~enerally, on a 

zon~l basis. The ~dult one-way £a~e for the transportation within 

on~ zone is 10 cents with a reduced commutation tare of 24 ri~es tor 

~2. For transportation betw~en two and three zones th~ ad'.llt fare is 

12 cents and 15 cents , respectively. A t"..:o-zone lO-cent far.;) i$ pro­

vidod for transportation between Broadw~y Avcnu~ in Burling~G and 
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. 'T'M.r-d !.venue in San Matco. l Higher fares· ranging from 20 cents to 

35 ceIl~ are maintained by applicants for transportation beyond three 

zones. Reduced fares are provided for children under l2 years of age 

and for studcn~s. 

The au~hority herein sought is to increase th~ 10-cent fare 

to 12 cents ~~d the 12-cent fare to 15 c~nt3, and to increase the 

co~utation fare to 25 rides for $2.50. Authority is also sought to 

increase the present one-way adult fare between Delmar ~lay and 

Isabelle Avenue in San Mateo and Black I~ountain Road and Marlborough 

Road in Hillsborough from ;2· cents to 35 cents. No change is pro­

posed in the children's fares, students' fares nor in other fares 

maintained by applicants. As an alternative basis of ~ares, appli­

ca.:lts submitted a proposal which contemplates a one-zone fare 

structure ~~th a basic fare of 15 cents and reduced fares of e tokens 

for ,~l or 50 tickets for $5. 

Applicants' fares were last increased in 194$. It is 

alleged th3t since that time substantial increases hav¢ occurred in 

the cos't of labor 1 licenses and fuel. For th~s~ reasons it is con-

~ended the increased fares herein sought are necessary if adcquat~ 

a~d efficient service is to be continued. 

Evidence was offered by the applicants, a certified public 

acco~~tan~, an'appraiser of real property, a transportation consult-

~~~, an engineer from the Commission's transportation dopartment and 

by another interested party. Exhibits w~re submitted consisting of 

balance sheets, operating sta'tements, studies of traffic flows and 

, 
• Accordin~ to the record? this fare was ~stablishcd to m~et the com­
petition o~ the Municipal Railway of San FranCisco and the' Pacific 
Greyhound Lines. The form~r competitor no longer conduc~s operations 
in ~his area. The £ar~s of PacifiC Greyhound Lines are now higher 
than those maintained by applicants. 
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tronds, dcprcei~ted rate base statements and. forecasts of the esti­

mated results for a test year under present, proposed and alter~t~ 
... 

farcs.-

The figures set forth in the tables below were taken from 
? 

these exhibits.J 

Estimated Results of Operations for T~st Year 

Under Present Far~s 

Number of Passengers 
?teve:lue (1) 
Expenses 
Net Operating Revenue 
before income taxes 

Operating Ratio 
Rate Base 
Rate of Return 

Ap-01icant 

1,133,946 
·';;142,895.52 
151,479.8S 

(8,5$4.36) 
106.00% 

~S41928.18 

Indicates lo$.s. 

Under Pro~osed ~nd Alternate Far~s 

!;Ul:'lber of Passengers 
Rp.venue (1) 
Expenses 
Net Operating Revenue 
before incor.le taxes' 

Opcratine; Ratio 
Rate Base 
R'lte of Return 

Applieant 
Proposed 

Fares ---
.~ 1,089,$49 
'i:»155,408.03 

151,479.$$ 

3 ,92S.15 
97.47% 

$$4,9?'$.1$ 
/.jo.63% 

Alternate 
l-"'ares 

l;067,6$7 
~159,;98.61 
151,479 .. $8 

7,9lS.73 
95.03% 

.,j/$4,92S.1$ 
9.3"% 

Commission ... . .::.nglneer 

1,184,$'10 
~148,472.00 
139,304.00 

9,168·.00 
93.S/o 

.~5S ,800.00 . 
15.6fo 

Co:nmission 
Eng:i:neer(2) 
Proposed 

Fares 

1,1;$ ,200 
.;161,851.00 
139,304.00 

22,54.7.00 
86.07% 

,;5$,800.00 
3$.35% 

(1) Includes ~evenue received from advertising, mail ~~d 
school contracts. 

(2) The Commission wi~ness did no~ submit operating results 
~~der the alternate fares. 

2 !he test period used was for the year ending June 30, 1951. 

:3 In some instances the figures shown in the exhibit were adjusted to 
eli~inate errors in addition and ox~ension, and ~o reflect conditions 
uncer the ~ended application. 
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The differences· between the witnesses' forecasts or' the 

results of future operations stem largely from the revenue estimates 

and differcnc~ in anticipate,t operating expcn.ses and in the rate 

base. B~cause of the substantial variations in the wi~ne$sesT esti­

mates, it is necessary, in order to determine the adequacy or inade­

quacy of the existing fares, to first reconcile the differences. 

The transportation' consultant engaged oy applicants testi­

fied that t-he revenue estimate he had employed in his study was 

fo~~ded o~ the total revenues appearing on the Company's books forthe 

12-month period ending May 31, 1950. He stated that he had allocated 

these r~venues to the fare zon~5 by means of percentages and divided 

the result thereof by the applicable fare to determine the number of 

pas5engers tr~n$ported in each fare zone. 

The Co~~ission engineer testified that the revenue figu~es 

he had used in his study were based upon a passenger count developed 

froo a survey conducted over a five-day period and the results 

th~reof expanded for 12 months.4 By applying the number of passen­

gers in the variOUS fare zones to the applicable fare,the revenue for 

each fare zone was established. The commutation revenue and the 

numoer of commute passengers were determined from the CompanyTs 

r~cord$ of sales. Other revenues, zuch as revenucs for mail, adver­

tising and charter service, were based upon the experience of 1949. 

The Commisoion witness was of the o?inion that the differ­

er.ces in estimates of revenue were caused by an undercollection of 

eAis~ing fares. He stated that in the conduct of the survey hereto­

fore refcrred to, the revenues collocted did not equal the number of 

4 The study was conducted by members· of the Commission's staff, 
assisted by employeoz of the applicants. It was said to include a 
passenger count in each fare zone for three week days and two 
Saturdays. ' 
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passengers counted. On several occasions, he stat~d, it had been 

observed that passengers tra.veling in interzone service did so at 

single-zone fares. 5 The witness asserted that applicants did not 

maintain an adequ~te system for the collection of tares from inter­

zone passengers out relied solely upon the memory of th~ drivers to 

determine when passengers traveled between zones. He stated that if 

applicants collected their present fares from all passengers the esti­

ma~cd revenue result he had. develop'ed would most likely provail tor 

the test year. 

To the extent that applicants' estimates do not include all 

of the revenues which are a?plicable under their tariff tares, they 

are of little value in forecasting expected results. The anticipated 

n~bcr of passengers and the ~~ount of revenue derived therefrom as 

developed by the Co~~ission engineer rest upon broader bases than 

~hose ~sed by ~ha applicants_ The estimates submitted by the staff 

witness appear to' be reason~ble and will be adopted. 

The principal differences in the estimates of anticipated 

expenses for the test year und.er present tares result from variations 

in the salaries and expenses for the general officers and in the 

estirna~e of the depreciation expense. 

The carrier claims $14 ,400 for salaries and $665 for ex­

penses for the ~wo pa~nerc., Both of the officers of the Company 

testified that they spend their full time in the conduct of the oper­

atio~, and the majority of their time is devoted to managerial and 

supervisory duties. They believed that the amounts they had allocated 

5 Another Commission witness testified that he had .traveled on appli­
cants' buses betw~en zones a~d on four occasions at a single zone 
fare. He stated that he was not asked to pay the additional tares 
re~uired by applicants' 'tariff. He also observed other passeng~rs 
not paying the tariff fares. 
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were reasonable in view of the service ~hey rendered ~~d would be 

necessary if they were to employ efficient personnel to perform the 

s~e duti~s. 

The staff's witness allowed ~117000 for management salaries. 

He testified that his estimate was based upon the results of a study 

of si~lar e~en$es of' other carriers conducting operations of the 

same size and character as those performed by applicants. He sub­

mitted evidence·of like costs of four carriers who operate greater 

miloagcs and handled more revenue than applicants. The sum of the 

salaries and expenses of the officers of three of the carriers 

studie~ was less than the amount assigned by the Commission witness. 

For one of the carriers the amount was thc.same. Applicants' esti­

~ate, he contended, was out of proportion with the size of the oper­

a~ions. He asserted that it would not be fair to burden the rate 

payers using applicants' service wi~h a~~inistr~tive costs which were 

higher than those prevailine elsewhere. 

Admittedly, a,plicants' estimates are judgment figur~s. 

They were not supported by evidence of probative value. In light 

of t:'e size and nature of the operations here involved, th~ amounts 

clai~eci have not been shown to be proper. On this record it i5 con­

cluded that $117000 per year is sufficient for fare-making purpozes, 

for salaries a.~d expenses for management. 

The d~preciation expense, claimed by applicants and rc­

corr.mended by the stai'f engineer, was $20,652.92 and $16,13$.00, 

~~spectively. The differences therein arise principally from the 

lives azsigned to the revenue equipment. The Commission witness's 

~ztimatc is based upon a service life of seven years for new e~uip­

~c~t and four and five y~arsT life for used equipment, as compared 
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with lives of !'ivc years for all equipment. employed by applicants. 

;"pi>licants' :"cvenue equip:M:nt lives, according to the certified pub­

lic a.ccountant, correspont±d to book values and values which were used / 

for income tax purposes 1 \<lher¢p..s the engil'leer developed the lives of 

the equipment u~on (a) the condition 0: the equipment when originally 

purchased a.."ld the use to ... :hich it was put and (b) u~on the experience 

of other c~rri0rs operating like c1uipment under Similar circum­

stances. Tho amO~"lt of depreciation oxpense claimed by applicants 

has not be~n justifiec on this record. For th~ purpose of this pro­

ceeding, depreciation expense in the amount of ~16)1;$ will b~ allowe~ 

Other e~ense items c1aim~d by applicants as ~judgment 

fi,gurcs" could well be challenged.6 For the purpose o£ this record, 

ho ... rever, and in vie~1/' of the order which follows, the expense estin'late 

of applicants corrected to reflect the adjustments hereinbefore indi-

cat.ed will be o.llo\lred. The expenses so develcped runount to 

.:t;14?,Z99.96. 

With the ~djustments herei~before indicated,the estimated 

results of ap?licants' operations for the test period, under present 

fares, would be as follows: 

Revenue 
Oper~tin& Expenses 
Net Operating Income 
'before i~come t3.X~S 

Operating Ratio 

;148,472.00 
142,899.96 

;,572.04 
96.;2;% 

The rate of return .:lS calc'l.'l13.ted by :~.pplica.nts' and the Co:n­

;"iss:or. o~j'-~i~eer r,s r'.1t:'! bas('~;.{ ~·:ould b~ 6. )6% an~l <) .4$$: r~srectively. 7 

, 
o For example, applicant~ claim the following expenses for the test 
year compared ",nth those experienced in 1949: 

~42 7est Year 
Repairs to shop equipment $ 1 .70 $ 100.00 
Tariffs ~"ld schedules 30).;6 600.00 
Tickets ~~d transfers 144.64 400.00 
1,"-iw Expense, 150.00 1,000.00 

7 The difference in the rates of return is attributable to the use of ' 
different rate bases. It is caused largely by ~pplicants' use of 
appraised value of the buildin;:. and land as compared with the use or 
book values by the Co:nxr.ission witness. 
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The Commission engineer recommended that applic~~ts be 

~ut~ori2~d to restrict thQ use of school tick~ts to school days and 

school hours so that the reduced fare would be used for the purpose 

for which it was c~tablished. He also sup,;gestec. that authorization 

be gr.~ted ap?lic",n'Cs to (~l 1tUnato the two-zone comp~titive fare of 

10 conts Md to permit in lieu thereof the l2-cent fC\rp. for a two­

zon~ ride to apply. He stated that sinc~ the competition in fares no 

lon;;er exi!)tcd there \"o.s no longer :-my .;ustific:ltion for maintaining 

a low~r far~ £or a two-zone ride b~tween points in thc~c zones th~~ 

?r~v~iled b~tw~en other zones. 

A further discussion of 'Che evid~ncc is unnecessary. It is 

clo~r that applicants have failed on this record to demonstrate th~ir 

~eeci for the additional revenues which would result from the fare in-

crco.sos herein sought to be established. The results of ope:-a'tions 

under the present and p~o~osed fares estimated by aprli~antsf ~~tness 

appear ·to be unoerstated. It has not been shown that ~~plicant$f 

.fare:; \:i.re inadequate or that the sought adjus't:':'lents are necess.:l.ry. 

The recommendations of the tr~nsportation engineer relating 

to t.he r·~stric'tion of school children'S fa.res and the eli:rlin~tion or / 
th~ two-zone co~pc'titive fare a~pear to be reasonable. They will be 

Tb.,~ competitiv~ zon·.:! adjust:n~!'l.t .?lone will increase :1ppli-

c~ts f net o:oc:-~tine incom~ proportion,'ltoly to th.e j.r..crcas·cd revenue 

:Jl!:'o will produce en op~ratin& ratio of .'lpproxim('.t~ly 94 pcrc~nt .. 

It hD.s b\"~cn pointed out tb~t t:.I.:'!plic:mts do not rl1aint~in an 

3.dc;uot.~ systc::n for. the colloction of interzone fares" In ord~r 'Co 

r~recdy this situ~tion ~pplic~nts will be exp~ct~d to 'Cuke such ~t¢ps 
. 

Q~ ;'.l.ro neces::it.l.ry to insure coll\:ction or its tariff farc's from ~ll 

p~ssongcrs USing its s~rviee. 

Upon car~ful consider~tion of all of tho f~cts ~~d circwa-

~~~~ces of rccord 1 we are of the opinion and hereby find that, ~xce,t 
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to the extent provided by the order herein, the sou~h't increased 

fares have not been justified. 

OR.DER - ~ ... --
?ublic hearings having oecn had in the above-entitled 

application, az a~ended, and based upon the evidence rec~iv~dat the 

hearings and upon the conclusions and findings set forth in the' pre­

ceding opinion, 

IT IS HEREBY ORDERZD that Ray '.Jithers and. Andrew Byrd, a 

copartnership, doing bu~iness as San t1ateo Transit, be and they are 

hereby authorized to cancel their two-zone competitive fare of 10 

c~nts cash and to restrict school children's fares to apply only on ./ 

school days. 

IT IS HEREEY FURTHER ORD~RED that in ~11 other r~sp~cts 

Application No • .31249, as am~nded, be and it is h{:reby d~ni~d. 

IT IS HEREBY Fw~THER ORDZRBD that tho authority herein 

gr~nted to establish the increased fares and regulations sh~ll expire 

ninety (90) days after the effective date of this order. 

This order sh~ll become ef!ective twenty (20) days after 

the date hereof. 

Dated ~t San Franci~co, California) this 

October, 1950. 

-::t:OJ 
/ () --day 01' 


