A. 32453 AF

Decision No. 48425

BEFORE TEE PUBLIC UTILITIES COMMISSION OF TER STATE OF CALIFORNIA

In the Matter of the Application

of EVELYN M. KNAPP and JOHN P. -
DEMETER, co-partners doing Application No. 32453
business as PENINSULA TRANSIT

LI%ES, for authority to inecreace

rates. :

4
Appeznances '4%%@
Lorenz Costello, for applicants. 4262?

Arnold Rumwell, City Attorney, for City &ﬁ?
of Palo Alto. >
Mrs. Rose P. Arons, interested party.

Mrs. illiam H. Gode and Miss Lec Margarct
Rolando, protestants.

T. A. Hopkins, Rescarch Engincer, for
Comnission's staff.

QRINIQXN
Applicants arc cngaged in the transportation of passengers
as a common carricr by motor bﬁs within and between Palo Alto, Menlo
Park, Woodside, Redwood City, San Carlos and adjoining arcas. By
their application in this procceéing they scck authority to establish

incrcased farcs on less than statutory notice.

Pudblic hearing was held in Palo Alto on August 15, 1951,

before Commissioner Huls and Exeminer Lake.
Applicants! opcrations within and between points in
Palo Alto and Menlo Park arc known as the Pale Alto Division.
Service within and detween Redwood City, San Carlos and Voodside
and the adjoining arcas is referrcd to as the Redwood City Division;
The latter divislon also embraces service from Palo Alto to
San Corlos and ccrtain intermedicte points. .
For transportation within the Palo Alto Division the basic
one~-way farg ;s 13 cents. Commutation tickets good for 24 rides are
sold for $3.00. Reduced fares are provided for students tut not for
nonstudont children. Authority is sought to incrcasc the adglt

onc~way and comrmtation fares to 15 cents and 15 rides for $2.00,
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respectively. In the Rcdwoo@ City Division the bvasic one-way and
commutation fares are also 13 conts and 2% rides for $3.00,
respectively. Reduced fares likewise arc provided for students. _
Children's fares arc based generally upon one-half the adult farc.
Applicants scck authority to cstablish a basic farc of 15 cents,

a commutation fare of 15 rides for $2.00 and to cancel the reduced
fares for children.

In conneetion with fares between points in Redwood City
and San Carlos on the one hand and points in Palo Alto on the other
hond, applicants proposc to reduce the presont oncfhay fare of
26 cents to 25 cents and‘pbc commutation fare of 2% rides for
$6.00 to 15 rides for $2.00. In comncction with the latter service
applicants allege that the proposed reduction in faros is designed
to attract additional traffic.

Applicants' monager testified that the need for the
inereasces herein sought was occasioned by inercased costs of
operatlion coupled with a downward trond in the volume of passenger
traffic. According to the rccord, applicents incurred increased
labor costs effective July 1, 1950, and sincc their fares were
last adjusted they have expericnced increases in the costs_of almost
all of the matericls and supplics used in their operation. On the
other hand the record shows that the volume of traffic has deeclined
approximately 12 pcrécnx during the last l2-month pcfiod.

fecotding to exhibits submittod by applicontst mamager and
by an  ongincor from the Commission's staff, opcrations for a
12-month poricd cnding August 31, 1952, .under proscnt farcs

would result in net operating losses which
would producce ar operating ratio of 105.75 porcent

according to the data submitted by applicants' witness or 104.99

percent under estimates introduced by the Commission's engineer.

(Decision No. 45002 of November

Applicants! fares were last adgusted effective Deccmber 1, 1950
?

1950, in Application No.31328).
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The exhibits also show that under the proposed fares operatioas for
the same l2-month period based upon the present trend of traffic and
current operating costs should be expected to produce net revemues
before provxsion for income taxes which would result in sn operating
ratio of 97.97 percent or 97.27 percent according to the estimateé
of the company's manager and Commission's engineer, respectively.
The operating results as developed by these witnesses are as follows:
Results of Operation

Applicants! Witness.
For l2-Month Period Ending 8/31/52
Under Under
Present Proposed
Fares Fares
Teotal Operating Revenues $255,92L . $276,37%

QOperating Expenses $232,863 $232,863
Depreciation 19 560 19, 560
Operating Taxes 18, 1226 18 356
Total Operating Bxpenses 270 649 270 779

Net Operating Income (51N, 728) $ 5,999
Operating Ratio 105.75% 97.97%

Rate Base & 36,984 $ 36,984
Rate of Retura - 15.12%

Commission's Engineer
For l2-Month Period

Ending 8/31/72

Book Record ndér Under
Year Ending Present Prorosed

6/30 Fares Fares
Total Operating Revenues 32 §§,§18 $255,973 $276,527

Operating Expenses $211,716 $232, 14 $232,14%
Depreciation *°18257%9 187405 18 l+05
Operating Taxes 17 780 18] ,196 18 25
Total Operating Expenses okg! 4075 268,7#5 268 7%

Net Operating Income 10,443 (12.772) 75993
Operating Ratio 95.96% 10%.99% 97.27%

Rate Base $ 56,900 $ %0,690 $ 40,690
Rate of Return 18.35% - 18.56%

(

) = Indicates Loss




Counsel for the City of Palo Alto states that he believed
the sought fares to be reasonadble and therefore offered no objection
to applicants' proposal. A patron of applicants' lines protested
the granting of the increased fares in connection with service

rendered in Menlo Park. She stated that if 4the fares were increased

better service should be accorded and special gervice should be

offered on Sundays to accommodate churchgoers.

A Commission engineer testified that in gencral applicants!
service 1s adequate. He stated that in the previous rcte nrocceding
concerning thies carrier ne had nmade a comprchensive study of the
service on all lines and that nearly all of the recommendations he
had made with respect to Bettering the service had been effected by
applicante. e further stated that in view of the present level of
traffic within Menlo Park it wouwld be very doubtful if Sunday s;rvice
would produce suflficicnt traffic to make the oneration feasibdle.

The proposed cancellation of reduced fares for c¢hildren
and the application of the adult fares to this class of traffic
remains to be discussed. The effeoct of this proposal under the
basic fares would de to increasc these fares nearly 100 percent.

The Commission engincer testified that approximately 45,000
rassengers would be reguired to nay hizher fares by reason of this
adjustment, but as a rosult of deflection and dirinution of tralffic
only $651 ia additional revenues would be realized by the carricr.
The applicants offered no probative cvidence with rcspoét to tils
proposal cxeept as to an overall necd for additional rovenues. The
evidence witn réspoct to the cancellation of farcs for children

is not sufficient to justify a departurc in this instance from the

gencral practice of accordinz children reduced farce.

p— Al e e P A s A W A . S p—

2 .
Applicants perform Sunday serviecce only within Palo Alto.

Application No. 31323, supra.
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It is clear that the carrier's prescnt fares are insulfi-
cient to return the costs of operation. Applicants! and the Come
witness Aiffer slightly in their cstimates of operating
Even the mOTC favorable cstimate, when adjusted to give
the retention of the nresent fares for children, shows '
a net operating income of but $5,902 and an operating ratio of $7.50

pereent on an operaticn which would realize annual revenues and
eXpenses In oxcess of a quarter of a million dollars. The original
bool: cost of current operating cquipment amcunted to aprroximately
w135,000. The equipment is largely cormpriced of uscd busses ac-
quirod by the company throuzh prudent purchasing. It 1s presently
82 percent depreeiated. The record shows that the cquipment is in
good condition and will not nced to be replaced for some time. The
cxpericace of thils carrier shows the orizinal book valucs of the
majority of these proportics apparently were considerably under-
stated. Although the rate of return under the fares sought by
applicants, except thosc pertaining to cnlldren, would Be almoest 17
percent on 2 depressed rate base of $40,690, it is nevertheless
true that the net income leaves a vroporiionately small margin
between rovenues and expences for profit and for protecting th
service against contingencics which could develop suddgnly but
cannot be anticipated in the ordinary course of cvents. Under thosc
circumstances applicants will be authorized to cztablish the fares
shown in the application, cxcept in conncetion with +he proposcd
changes in tho farcs for children.

Upoﬁ carcful consideration of all the faets and eirecume
stances of record, the Commission concludcs'and finds as a fact
that the inercascd fares sousht in this proceeding arce justificd
to the oxtent hereinbefore indicated and rrovided by the order

herein.
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QRDER

This application having been heard and submitted, upon
full consideration of the record, and based upon the conclusions
and findings set forth in the preceding opinion, ,

I IS HEREBY ORDERED that Evelyn M. Knapp and Jonn P.
Demeter, copartners, doing busincscs as Pondinmsula Transit Lincs, be
and they arc hereby authorized to cstoblish, on not less than five
(5) days' notice to the Commission and o the pudlic, the fares
proposced in the apnlication herein, oxecept in connection with the
farcs sought to be ostablished for children.

IT IS WERERY FURTSER CRDERED that applicants be and they
are heroby dirccted to post and maintain in their vchicles a notice
of the farcs herein authorized. Such notice shall be made not less
than five (5) days prior to the effcetive date of sueh fores ond
shall be maintained for 2 period of not less than thirty (30) days.

I IS VERERY FURTIZR OIDERED that the authority hercin
grantced shall be vold unless the fares auvthorized i; this order arc
published, filed and made effective within sixty (60) days after
the date hercof.

IT IS MEREBY FURTKIR ORDERED that in all other Tespects
Aprlication No. 32553 e and it is hereby deonicd.

The effective date of this order shall be twenty (20) days
after the date hercof.

Dated at San Froaciseo, California, thisdQEEZIEday of

5@ President
ZJ, fé 3 ) A




