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Decision No. 45363 

BEFORE THE PUBLIC 'GTILITIES CO:~ .. l!SSICN OF THE STATE 

,I) 

In the Y~tter of the Application ) 
of the CAtIFOR~IA STREET CABLE . ) 
RAILROAD COMPANY, a corporation, ) 
for an order authorizing an ) 

Application No. ;1840 

increa~e in rates. ) 

Appearances 

Edward. M. Berol and Emmet B. Ha.yes, for California 
Street C~ble Railroad Company J. applic3..""l.t. 

Dion R. HoL~ ane Paul Beck, for ~ity and County o£ 
San Francisco, interestcd party. 

T. A. Hopkinc, for the Engineering Staff of the 
Transportation Department of the CO~"llission. 

OPINION --------_ ... 

California Street Ca.ble Railroad Company operates a street 

railroad system within the City and County of S~~ Francisco. It 

~eeks authority to establish increased fares. 

Public hearing of the application was had at San Francisco. 
. 1 

on January 25, 1951, before Commissioner Potter and Examiner Lake. 

Applicatlt conducts its operations· over two routes whic!l 

are designated as the California Street line and the Hyae S~reet 

line. Service is performed by cable cars which arc operated on rails 

through contact with underground cables actuated from a central pO'l'ler 
. 2 . 

station located in the service area. This carrier competes for 

traffic with the San Francisco Municipal Rail",ay which is the primary 

1 
Also set for hearing on that date was Application No. ;l$92 in re: 

Application of California Street Cable Railroad Company for authority 
to suostitute .motor buses for cable operations •. At applicant T $ re
quest this matter was continued without receipt of evidence. . . 
2 

, Due to the cons-truction of a tunnel on Broadway Street, c able car 
operations on the Hyde 3treet line north of Sacramento Street hav~ 
been temporarily discontinued. It is expected tr..at such service will 
be restored about l'I.l.tl.yl, 1951. Substitute bus service has 'been pcr~ 
formed by Applicant. 
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passenger agency in the City of S~~ Francisco. Both the applicant 

and the municipal carrier accord free intercompany transfer priv

ileges to their patrons. 

App1ic~~tts present fare is 10 cents. Authori ty is 

herein sought to establish increased fares of 15 cents cash, Z 

tokens for 25 cents, and 9 'tickets for :~l.OO. 

App~icant T s faros, were last increased in 1947. It :5.5 

a~leged that since that tim~ the cost of labor and other operating 

expenses have substantially increased while the volume of traffic 

has declined. It is contended that despite curtailmen~ of all un-
. 

necessary expenses the existing fare structure is insufficient to 

~nable the carrier to recover its costs of operation. It is fur

ther alleged that from 19'~S to and including 1950 substantial oper

ating losses were experienced which have seriously depleted the 

earned surpl\:.s and threaten il.'l'lminent1y to i .. npair the ab,ility of the 

carrier to continue to provide a service to the puolic. 

Evidence was offered by officials .01' the applicant, bya 

certified public accountant and by an engineer from the Commission'e 

Transportation Department. Exhibits were submitted consisting of' 

balance Sheets, rate base statements, traffic flows and trend~ and 

statements of revenues and expenses for past, present and future 

operations. In addition the Commission engineer submitted an altcr

nati ve suggestion for financi",l relief which cont.emplated changes 

in the present arrangement "..vi th the San Francisco Municipal Railway 

for free exchange of transfers. 

The figures for past operation are set forth in th~ table 

below. They were taken fron the ~Y~ibits: 

3 
Reduced fares are availa.ble for school children. No, change in' 

these fares is proposed. 
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)''<RESutTS OF PAST OPERATIONS 

1948 ~, l2iQ 

Number of Passengers 7,O.l..1,353 6,399,5,48 5,999,60,' 

Cp2rating Revenue 
$705,4$5.30 $640,282.30 $601,490.50 Passe~F.;er 

hdvertising 2,994.$4 4,;64.5; 22,SS4~57 

Total Operating Revenue $70$,480.14 $6 50 ,646 .. 83 .$524,375 ... 07 

Operating Expenses 
(1 ) .$ 43,8;0.37 .$ 48;459.21 :$ .l..7,811 .. 32 ~,:ay and Structures 

Zquipment 53,498.35 527 S34p69 50,750,.;6 ' 
Power (1) 89 1313 .. 1e 8l,$28.52 62,719 .. 90 
Transportation 39$,;69 .. 64 418,,492.95 388,804.63 
General and ~iscellaneous 49,178 .. 82 43 1 835.48 1.3,278.:'61 " 
Injuries and Damages 77,892.36 ;4,044.62 62,297.23-
Ol'era'Cing Taxes 19,227.34 1$ ,536.57 24,063.1.0 

Total Operating Expenses ~'731, 530.06 -$7l8, 032- .. 04- $579'-, 72~ .. 91 

Operating Income (j'22 . 049· 9l) (i?7-J ~85.21) (t?,5 ,150 .. 81;) 

t:onoperat.ing Income $3,615.42 $17, 584 .. l4 '$4,039 .. 11, 

Nonoperating Loss $563.e6 UT3~02 

Net Incor.le (~i~: ~~§. ::!b) {12~z4'(.~) (~l z~ii .~~) 

x( The figures sho'ttm arc those submitted by applicant,. J1. study 
sho~~ng ~lmo$t identical results was sub~i~ted by the Commission 
eng~necr. 

(1) Includes depreci~tion on structures and equipment. 

( ) - Indicates Loss 

The estimates for future operations are depicted in the 

table whi ch follows:. 
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,:'Zst.imate:s of Future Operations for Test 
Year Ending February 29, 1952 

Present Fa.res ProEosed fares 
Commission ~ommission 

Applicant Engineer 

Nurjber of Adult 
Revenue Passengers 5,700,000 5,780,750 

Opl~rating Revenues 
Adult ?a3s~nger $570,000 $57$,;075 
Student Passenger 1,530 1,500 
Post Office ( 1) ),500 
~dvertising 11,000 10,000 
:,.entals 2,100 2,100 

To~al Cp~rating Income ~5S4,630 $595,175 

Op~rating Expens~s 
.$ 35,960 $; 36,010 ~,ays ~d Struc'tures 

il'luipment 57,100 54,$50 
Power 70,350 71,300 
Transportation 376,627 ;77,$50 
General and MisceDaneous 61,676, 62,280 
Injuries and Da!nages 
Operating Taxes 
Depreciation 

Total Operating Expenses 

~ct Income Before Income 
Taxes 

Ope rOoting Ratio 

Income Taxes 

Net Operating Income 
A£~~r Income Taxes 

r.a.tc Base 

rtatc of Return Aft-ar 
!ncoma Taxes 

Cperating rtAtio Aft~r 
Incom~ Taxes 

30,000 20,000 
26,935 2$,288 
13,695 21,749 

$672,343 $672,327 

(~7;712) (j77,15~) 

115.00% ll2.96% 

$,876,299 $255,$70 
'. 

112 .96~~ 

Applicant 

5,~15,000 

$650;750 
1,530 

(1) 
11;000 
2,100 

$665,3$0 

$ 35'; 960 
57,100 
70,350 

376,627 
(2)65,676 

30,000' 
26,935 
13,695 

$676,3~) 

(}10,961) 

lOl.6.5~ 

,$$76,299 

Enginep :", 

5,k.91,700 

$669,660 
1,500 
);500 

10,000 
2,lOO 

$6$6,760 

$ 36,010 
54,8,0 
7l,300 

377,$,0 
(2)66,7$3 

20"QOO 
29',130 
21,749 

$;677,672 

$9,OS$ 

";'2,272' 

~6,S16 

,)255,870 

2 6 ",·, 
• ·C1o 

99.vO/~ 

>:' Bas~d upon full cable operation. 
(1) Included in ~dul~ ?azs~nger Rev~nuc 
(2) Includes ~n increas~ of ~pproY~mat~ly $4,000 to cover incr~~sc in 

insuro.nce .. 

c.:, .. __ :J - I:.dic~"ccs loss. 
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The dir!crcnec~ in the revenue estimates or the witnesses 

stem largely froQ the methods employed in calculating the number of 

pazsengers to be handled during t he test year ~~d the dist:-ibution 
4-

of these passengers among the three proposed fares. Estimated 

expenses were calculated contemplating full cable operation at cur

rent payroll and other operating costs. No allowa~ce was made for 

deflection of traffic to the municipal line although the ~ngineer 

testified that a d'eflec'tion of less than 2 percent from applicant f s 

line would wipe out all of the profit shown. Moreover no, consider

ation was given to the fact that operations north of' California 

Street have been discontinued. The engineer stated that in his 

opinion applicant would continue to lose money under the proposed 

fares but not to the extent that it is losing money under the present 

fares. By using the engineer's estimates of anticipated revenues, 

expenses and rate base when adjusted in li,€'..ht 9.1' his te,.::},'tlInony .. " 

his study l'lould show that applicant t-dll not earn. its costs of oper

ation under the proposed fares. 

In determining the ra~e base the Co~nission engineer 

ass~~ed that the ,properties of applicant would pass ,out of existence' 

or become fully depreciated under present ownership not later than 

December 31, 1955, this being the date of termination of the present 

l'ranchise. His assumption, he said, was based upon the properties 

being acquired by the City and County of San Francisco or that losses 

suffered would be such as to Cause bankruptcy. For these reasons he 

adjusted the depreciation reserve by shortening the: estimated life . 
of: certain properties from that estimated by applicant and adjusted 

the depreciation' expense accordingly. 

4 
Applicant'S accountant estimated the distribution to be 10 percent 

at the l5-cent fare, 40 percent at the 2 for 2;-cent :fare and 50 
percent at the fare of 9 tickets for ;tl.OO whereas the CommiSSion 
engineer estimated a ,usc factor of 10 percent, 50 percent, and 40 
percent, respectively. 
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The assumption that the company "rill pass out of existenee 

in 1955 is not supported by the record. 

The president of the company testified that all economies 

that were consistent with safe operations had been effected. Paint-
, 
, 

ing and repair work had been reduced to an absolute minimum. Sched-

ules had been rearranged permitting a reduction in operating per

sonnel. His salary, he stated, had been discontinued and the 

positions of general manager and superintendent of transportation 

had been co:nbined. Further e e.onomizing, he testified,. could not be 

done without ~doing some damage to the public service that'we are 

giving and aleo to the safety of the riding public.~ He asserted 

tha.t unless the f.ares herein sought to be established were author

ized his company would have to abandon operations or go· into· bank-

r-.;.ptcy. 

The witness pointed out that unde,t' the present arrangement 

for the exchange of free transfers his company is carrying approxi

mately 350,000 more passengers ~~nually than those carried by the 
5 

m~~icipal line. He testified ~hat negoti~tions were pending with 

officials of the city line for consideration of an arrangement 

whereby the municipal railway would pay his company 5 cents for each 

transfer collected in excess of those collected by the cable car 

company, and that unless this oatter w~s successfully negotiated it 

would be necessary to abrogate the contract. The latter course of 

action, he alleged, would cause the riding public to suffer tremen

dously and that it would only be done as a last resort •. 

The Commission engineer testified that if a 5-cent excess 

transfer arrangement could be arranged it would produce approximately . 
$25,000 in additional revenue. In: th'e event'· the contract~~'Ca..~celed . . 
5 
The COm=lission engineer was of the opinion that the difference was 

about 500,000 passengers ~~ually. 
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approximately 230,000 passengers per year would be lost. He further 

testified tr~t in order to maintain suffic1~nt revenues to return 

out-of-pocket losses it 'tiTould 'be necesstlry '1:.0 regain approximately 

71,000 passengers. 

No oneoppozed the grtlnt1ng of the application.' The chie! 

valuation and rate e~gineer for the City tlnd County of San FranciSCO 

participated in the cross-examination of the vritnesses. The city and 

county did not offer any testimony. 

The record is clear that applicant's revenues from its 

present f~res are insufficient to meet current operating costs. !t 

is apparent that upon consideration of a.ll of the facts of record, 

and vTe hereby find that the e2.rnings "'h~.ch ... tould be realized under 

the proposed :Care structure vrould l'!Ot return the costs of ,operation. 

Furthermore, the :run1cipa~ r.?ilway has recently commenced emergency 

operations, of .... rhich "to take judicial notice, "Thich ""ere made 

~eccssary due to the discon~1r.uance of a portion of applicant1z,Hyde 

Street line pend1ng construction of the Broadway Street tunr.el. 

Should it be necessary for this service to continue for an appre

ciabl~ length of ti:lC applica.."lt 'tI1ill face addi t10nal losses. 

Applicant~ s 1'05i t10n, 'tile believe, is perilous. It it ·is 

to continue to accord service to the publiC and re~~in solvent in the 

face of existing costs of operation, declining traffic and the p~e

vai11ng competition, further losses must be avoided. To this end all 

avenU8S of bctt~rin: the financial position should be eXplored. The 

negotiation. of a more satisfactory contract "'1 th the %llUniC1pal'lin~ 

with reg~rd to the present transfer arranecmcnt is a ~~tt~r for the 

~anagcmcnt to pursue. 

Upon careful consideration of all o'! the fe.cts and circum

sttlnces of record the Commission 1s of the oJ:inion andfincls that the 
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fares which are sought in tho above-numbered application, are justi

fied. The ~~p11cant requested that, should tho zouzht authority 00 

granted, it be permit~ed to establish the increased f~res on less 

th~ statutory notice and that the' order herein oe issued to o¢como . , 

erfective on five dayst notice. In view of tho evident need for in

creased revenues this authority will be granted also. 

o R D E R ... - ~ - ... 
Public hearing having been had in the abovc-cnt1tle~ appli

cation, full consideration or the matters and things involvodhaving 

baen had, and -the Commission boing fully advised, 

IT IS EEREBY ORDERED that tho C~lifornia Street Cable 

Railro~d. Company be and it is horeby authorized to establish on not 

less than two (2) days r notice to the Co::nmission and to the lj ublic 

fares of 1; cents cash, 2 tokens for 25' cents and 9 ti'ckets for 

$1.00. 

IT IS HEREBY FORTHEP. ORDERED that applicant be. and it is 

hereby directed to post and maintain in its vehicles a notice of the 

far~s herein authorized. Such notice shall be made not less than 

two (2) days prior to the effective date of such taros ~ndshall be 

r:aint<lincd for a period of not less t~ttn thirty (30) days. 

IT IS HEREBY FURT~~ ORDERED that the authority herein 

granted s1"'..a11 oxpire ninety (90) d.o.ys after the cftccti ve da too! 

th1s ordcr. 

This order shall,become effective five (5')' days after the 

date hereof. 

D~tcd at San Frencisco, California, this dc.y or 

Februo.ry, 1951. 


