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Decision No. 46492, ORBGBNAt 
EEFOP.E TI-IE PUBLIC Ul'ILIl'IES COMMISSION OF TEE STATE OF CALIFOR.~IA 

In the Matter of the Application of ) 
FRESNO CITY LINES, INC~, for authority·) Application No .. 32184 
to revise rates by eliminating the salo ) 
and use of full-fare tokens. ) 

Gilbert Jertoerg, for applicant. 
Earl M. Jones and C. l~. Ozias, tor City 

of Fresno, protestants. 
Lloyd Eo .... 'o$, for employees of Fresno 

City Lines, Inc. 
T. A. Hopkins" for Commission TS statt. 

Applicant is engaged in the transportation of passengers 

in and near the City of Fresno. It seeks authority to establish 

increazed tares. 

Public hearings were held at Fresno on Y~y 10 and 11, 1951, 

and on November 7 and 8, 1951, before Commissioner Potter and 
1 

Examiner Lake. 

Applicant f S pre :::ent bas ic ad ul t tare wi th:!.n anyone zone 

is 10 cents cash or 5 to!-cens for 35 cents. ::for each ad<'l·5.t:tonal zone, 

the fare is 5 cents cash. Reduced fares are ,rovided fc~ children 

'between the azes of 6 and 12 and for students oet",cen the ages of 6 

and 18. Applicant seelts :;tuthori tv to increace tb.e baSic 10-cent cash 
'2 

fare to 11 cente and to cancel the tok~n tares. No change is pro-

posed in the interzone cash ra~es, in the fares for children nor i~ 

1 ----------_._-----
This =attar was or1ginr~11y,~u'bmitted on the evidence received at 

the !~y hearings. Eecause ~uch evidence was deemed to be incon­
clusive submission was set aside ~~d the matter reopened for turthcr 
hoaring.. In the interim ap,licant filed 3.n ameno.ed al'!,licat10n. 

2 
In the original application applicant sought only to ·cance1 ,the 

token :ra~e of 5 tokens for 35' cents. 
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the student fares. Applicant seeks authority, however, to restrict 

the app11cat1cn of student fares $0 as to prohibit their use after 

4:30 p.m., unlesz the ztudent ,presents a certificate from the school 

authorities indicating that he was detained at the school by school 

actiVities .. 

Applicant alleged that because ot increased cost or oper­

ations, coupled with a rlownw<lrd trend o~ traffiC, the present :f"3.l"C 
, , 

structure does not yield sufficient revenues to provide a fair re­

turn on its investment ~d that unless the change in f~rcs herein 

sought is authorized the company would be unable to continuo to 

maintain and provi~e an adequate and modern tr~oporto.t1on system in 

the City of Fresno. 

Evidence w~s offered by applic~t, by members of the 

Commiss1on t s st.~f, by the Commissioner of Finance tor the City ot 

Fresno and by a patron of applieantfs lines. Exhibits were 

submitted conSisting of balance sheots, operating st~tcments, studies , , 

of tr~fic and revenue flows and trends, certificates of property 

o.ppr~isals, ro.te base statements, 1"orocasts of estimates l"esults 

for operations for 0. test ye~ undor present, proposed :md alternatc" 
'3 

faro structuros, and ~ study of ~pplic~tfs serviccs ~nd oper~t1ons. 

Tho figur~s set forth in T~bles Noz. 1 and 2 wero to.ltcn 

from the:e exhibits. 

3 
EVidence with rospect to certo.in service DUl.ttcrs w.:-.s submitted by 

applicantTs ~~gcr, the ~nce Commissioner, ~ patron of 
applic~ntts lines o.nd by o.n Associo.to ~ro.nsporto.tion Engineer of the 
Commission'3 stat!. Briofly s'1.lIIlDlO.rized, the s(.ll'V1co evidcnce sub­
mitted rel~tcd to compl~ints filed with the City Fin:.nce Commis­
Sioner concerning ccrt~1n skip-stop ~r~gemonts; to an oxtension 
of service to ~ newly dcveloped ~re~; and to recomcend~tions ~th 
respect to eert~1n route ehan~cs to bc ~dc in the future. 'The 
scrv:.ce !,0n~z~~C. ~:r :?o.sse~c:: carriers is th~ subject of l?oriodic' 
i~"!.vestigeti,ms":Jy 'che CCill!llissio{.l.' s stD.ft. Tl'lo ma.ttcrs herein 
cvm,lail'led ot '~;iJ.l :~c i~'l'/cstisatec:.. 
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TABLE NO. 1 

. 
Rozult~ of Operations Under Prosont ~ Proposod Fares 

APPLICA}.."T 

Actual Revenuos 
and ~~os for 
l2-Montb. Period 

EndinLStwU.9 b 1951-

Operating Revonue3 

Passonger Rovenue 
Other Revenue 

Total 

Operating Expenses 

Equipment Maintenence 
and Carage 

Transporto.t1on 
'I:rC£fic 
In::rtlrCllce and Sa.!ety 
Expenses of General Officors 
Lo.o;.r Expon:::os 
Employoe~tWelfaro 
Manage~ent, Supervi$1on 

and Acco'Untillg 
Othor General Exponso3 
RogW.a.tory Expense 

Total 

Depreciation 
Amortizc.tion 
Operating Taxes 

Total Operating Expensos 
Net Incomo Beforo Income Taxos 
Incomo 'Ta.-.:os 
Not Operating InCOJ:le 
Present Y..arkota.blo Value 
R.o. to of Ret'Um A1'tor Income 

Tnxes on Pro~nt lI~lcoto.ble 
V~~ 

Opero.ting RAtio: 
A.ftor Income Texos 

C531,607 
2'7.072 

$558,679 

$ 9.3,$45 

279,036· 
4,738 

29,791 
l,.272 

797 
4,05.3 

27,88l 
3,097 
1 1Q07 

$445,517 

3 33,919 
234 

49,093 

$S2S,763 
2<),916 
5,93l 

23,905 
700,,000 

S.J$ 

9' .. 7l% 

EstimAted Revenues 4D4 Exponses 
For l2-Month Period. 

_~~Ending Nov. 30. 1952 
Under Under 

Preeont F~ro~ Proposed Fare~ 

$4S7,163 
27 ,6..9.2 

S514,8;3 

$12<),l.35 

294,450 
7,965 

27,4.35 
l,270 

800 
7,OeO 

25,740 
.3,.300 
1,000 

$498,175 

$ 44,696 
234 

51,286 

$594.33:1. 
(79.5:2§) 

25 
(7j,563) 
700,000 

(l~) 

llS .. 45% 

$580,i.49 . 
27 ,'690 

$60S~139' 

$129~135, 

294';450 
7,965 

27,435 
l,270 . 

:800 
7;080 , 

i 
' 30;400 

3,300 
l~OOO, 

$502~S35· 

$ 44~696 
,234 

53,364 
i 

$601~l29" 
7,OlO 
2,660 
4,350~ 

700,000: 
I 

I 
I 

I 

0.6:2% 
I 

99.28% 

( _) - Ind1e~:t..oo Los:!> 
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TABLE NO.2 

Ro:ulto of Oper~tiens Under Prozont end Proposed Faros 

COMMISSION ENGINZER. 

Actual Rovenues 
and Expenses for 
12-l."1onth Poriod. 

E:tim:l.tod RO'VOXl'UOS O!'ld Exponsos 
For 12-Mollth Period : 
Endinp;.nov. 30 ,=1Q52~_ 

iJllder' Undor ; 
Ending Aue.. 31. 192 Present Faros Proposed 7are~ 

Opor~ting Rovonuc~ 

Passenger Revenue 
Other Rovonue 

Toto.l 

Opero. ti:lg Exponsos 

Eq\lipmcnt }:o.intonaneo c.nd 
Ca.rtl.go 

T:-onsporta.tion 
b'~me 
IDs'Ul"~eo tI:ld S~ct.y 
Expenses of Coner~ Ottiecr~ 
1o.'W' Expenses 
Emp10Y003 t vloli'o.ro 
Mo.no.ge::lOnt, Supervision one. 

AeeO\Ultine; 
Other Conoral ~sc 
Reg'\JlD.tolj" Expense 

TotcJ. 

Doprceic. tio:c. 
Al:lor...1z.:.tion 
Opor~tillg 'l'oxo3 

To~ OpOro.ting Expe~oo 
Not Inco:ne' BcZore Ineol:lo 'l'axes 
IncOI:lO Taxos 
Not Oporc.ting Income 
Ro.to E:.so 
Rc.to of Rot'U%'%l 

Opor.:.ting ~ti~: 
A£t¢r Income 'l'exos 

$;34,963 ~494,617 
$6.3$.2 27 ,6:%0 

$~1,34S $;22,307: 

$ 92,623 Cll3,S90 
279,~e 293,720 

4,9C6 7,325 
29, 59'! Z7 .• 570 
1,171 l,Ooo: 

722 SOO: 
4,l62 7,000: 

28,Ol; 20,000: 
3,232 3,200 

853 85O, 

$444,97; $47;,3$$ 

$ 34,460 $ 34 078 , . 

234 234 
47,684 51,405 

$527 ,353 :J561.022' 
;3;,995 (.2§.\765) 

(1)ll,198 ?2 
22,797 (;S.790) 

2l4,400 
10.63% 

'2:70,750 

95.94% l07.4J/:, 

( ) - I:odiec.too Lo:z 

(1) Ctlle'Cl:ltod 'by tho swr "r1tnos3 

$,S9,~"7 
Z7 ,690 

$616,977 
I ,. 

::'112,160 
289,390 

7,32; 
Z7,140 
1,000 

$00, 
7,000 

20,000 
3,200 

850 

C46C,S65 

$ 34,07S 
234 

52,982 

0556,l59 
Go,SlO 
25,032 
35,7S6 

ZiO,750 
13.~ 

91+-20',: 



Variations in the forecasts of estim3tcd results under 

present and ,roposed fares \'Ihich require analysis appear in the 

passenger revenue estimates, in certa'in anticipated operating 

expense: ~~d in the es~ima~e of the value of the investment devoted 

to public service upon which the rate of return should be calculated. 

They will be discussed in the order'named. 

Revenue Estimates 

According to the witnesses, revenue estimates for the tcs~ 

year urlder present and proposed fares were based upon current revc~ 

nues adjusted to give effect to the decline in adult passengers and 

to an increase in children and school passengers which, ::.s. ve boer. ex­

perienced by the carrier. In addition, effect was given to the 

diminution of traffic \t:hich would likely result from resistance to 

the higher proposed fares. Th~ variations in the two estimates arc 

less than 1k percent. Reconciliat.ion of these estima:ees is, there-

fore, unnecessary. 

:.~e turn now to the operating cX'genses., 

The est~aates of both witn~sses for e~uipmentmainten~nce 

and gar.s.ge ~xpensc, transportation expense and insurance and sb.£'ety 

eh~cnse were based upon actual cost ¢xpericnc~by the carrier in the 

preceding year adjusted to givc effect to incr~~sed wage rates and, 

incrc.lsod cost of :natcrial a.."'lc:. suppli(;:s. Some of the:: variations in 

tho ~stimates &rc attributable to tho estimated t'.l.umbor:· of mi1.;,:s 

which 'the carrier's equiprnent- would be operated during the t,est yea-r. 

Applicant contended that the expens~s for the test year, under bot~. 

tl~e present and proposed fares, which are predicated upon mile2.6e 3. 

should be based upon 1,50.3,900 miles, this being the current mileage 

being opero.ted. ~!itnesses for applicD.."lt as~erted th~t present o:~er­

ations are being condccted with a minimum of service and that it' 

would be neither pro.ctical nor feasible to curtail schedulee without 
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a serious loss of service to the p~trons end resulting further losses 

in revenue to the carrier. 

An associate transportation engineer of the Commission '\s 

st~£f testified that a study of applicant's past operations showed 

that 0. red\!ction in mileag~ invariably followed a reduct-ion in revc-

nue passengers. The study shows that for a l2-mor-th period ending 

Y~.rch 31, 1951, as coml'ared with a simiL.""r period ending Morch 3l~ 

1950, tne carrier reduced its mileage by a percentage equal to 44 per­

cent of the percentcge reduction in traffic. In other wordS, with a 

reduction in traffic of 7.1 percent during the above pe~iod thee~r­

rier reduced i~s bus miles oper~ted by 3.1 percent. The engineer in 

determining estimated mileages for the test year used a £actor. of 

only 20 percent of the percentage reduction in traffic which was 

estimated to prevail due to ~rend and diminu~ion during the test 

period. The mileages so developed are 1,489,100 under present fares 

and 1,465,600 under proposed fares. The engin.eer further stated that 

a reduction in the present mileage to the basis he had calculated 

could be effected without raiSing the present loadi.ng sta.l'ldards, or 

impairing the service now being rendered. 

The other prinCipal variations in the estimates of the wit­

nesses in the operating expenses referred to above stem from the in­

clusion by applicant of ;~16,e09 for deferred and accumulative main­

tenance and $4,500 for the estimated cost of painting a building. 

The staff witness did not make provisions for deferred or accumula­

tive ::laintenClnce, but included in his estimate for repairs to equip­

ment a provision equal to ~-ccnt per mile to compensate for addi~ 

tional maintenance of certain old equipment. With respect to the 

cost of painting the building he projected the estimated cost over a 
5-year period •. 

The staff estimate of these expenses appears to be based 

upon a more detailed analYSis of the results which would obtain than 
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those developed by the applicant.. The eng1neer Ts estimate Will be 

used. 

For management, supervision and accounting fees applicant 

claimed a;25,7l.ro and $30,400 for the test year 'Under present and 

proposed fares, respectively. This item was said to represent 5 

percent on the first $50,000 per' month gross revenues and 3 percent 

on all revenues exceoding $50,000. This amount is paid to the 'parent 

company and includes such services performed for the app11cantas 
lor 

supervision, management, accounting and other general office matters. 

The Commission t s engineer allowed $20,000 for this c:~pense .. ' 

He said that his figure was an estimate made on the basis 01' the 
, ' 

amount that would be required if tho applicant were to porform all of 

the services now por1'or:ncd by the parent company and on tho 'basis of 

comparisons with amounts allowed other companies conducting like 

operations.under similar conditions.. Applicant's estimate, oosed on 

a percentage of gross revenues, has not been SUbstantiated.. For the 

purpose of dctcrmino. tions to be made hero the Commiss10n er..ginecr 1 s 

est1mate will be used. 

Depreciat1or. expense was calculated by the applicant on an 

8-year basis for revenue equipment and by the engineer on the basis 

01.' 10 years. The engineer'S estimate appears to coni'orm with. the 

generally accepted life expectancy used in t~e transportation 

industry for operating equipment such as that operated by applicant .. 

His esti:late, the:-efore, ·,'.ril1 be used. 

Th~ diffe~ence in t~e witnesses t estimates tor operating 

taxes is attributable to applicantts claim of a greater mileage to 

be operated during the test year. Applicant's estimo.te will not be 

allowed for the pur,osc of this dec1sion. The estimate of the 

CoClmiss1on I s engineer '\Ifill be ac.opted. 
t;: .. --.,. ----,- .. ,- ------. .--.. .-.------

The parent company is the vlestern Transit System with headquar'ters 
in San Diogo. In all, t!"J.is corporation 'takes care of six opera tins 
carriers. T11e percentage of gross r~vcnues herein' claimed i'o:' • 
managomcnt, supervision and accounting fees was said to be the same 
as tn~t charged each carrier. 
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We turn now to a discussion of the rate base. 

For the value of the investment upon which the rate of 

return should be calculated? applicant claimed $700,000 which 'was the 

appraised current market value on l~d, structures, and shop and 

garage equipment? <lnd .:l. l11~e val'Ue on revanue equipment not tully 

depreciated. On 'revenue equipment fully depreciated it claimed a use 

value predicated upon the insured amount of the vehicles. In addi­

tion, applicant claimed 5 perc~nt of the operating expenses for work­

ing cash capital. 

Applicant's showing with respect to the rate base has not 

~een substantia;ccd. The engineer f s est1ma to of ~~270, 7;0 based upon 

recorded oook values ,adjusted to reflect conditions at the midpoint 

of the test year will be used. This rate base reflects approximately 

,0 percent of the recorded value of the operating equipment. 

With the adjustments in the esti:oates herein'before dis­

cussed, the following result~ of operations under present tares and 

proposed fares for the test year are· indicated: 

Opcratir~ Revenues 
Operating Expenses 
Net Income 
Income Xo.xes 
Net Income Atter 

Income Taxes (1) 
R3tc Base 
R3.to of Return 
Operating Ratio 

TABLE NO.3 

Applicant"f s Estimate 
of Revenuos 3.l1d 

~lodif.1_e_d Expensos 
Under Under 

Present Proposed 
Fares FaTes 

$ 51'" , 8',3 $608,139 
i62~12 557,16; 

50,974 (J£i=~) 
2~ 19,726 

($2+7,ESt;) 31,21+8 
270,75'0 270i ?50 

1 .. 5'1+% 

Engineer's Estimat~ 
of Revenues and 

E?rnenses 
Un,d.er Under 

Present Proposed 
Fares " F::tre~ " 

$522,307 $615,977 
~~if" 556;, 15~ . 
(~) 60 81 ' 

25:~032 2" 

(~) 35'~, 786, 
270,7 c5 27°3750 

1 " .. 22% 

Aitor Incomo Taxos l09.22% 9l.j..86% l07.l+3% 94 .20% 
( ) - Loss 

(1) - Determined at current retes aftor 
deducting $"',l93 for 1ntcroS1; paid. 
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The Commission engineer submitted estimated results ef 

operatiens under feur alternate fare structures. They ar~ shewn in 

the follewing table: 

TABLE NO.4 

ESTI~~TBD RETURN UNDER VARIOUS ALTERNATE FARE 
~ThUC'rURES FOR THE 12-MONTH PERrOD E"~"tljING 
1Zf1{~~R 30, 1952\ APPLICAT16N_N9~ 32r~4 

Passenger Revenue 
Other Operating 

Revenue 
Tetal Operating 

Expenses 
Net· Income Befere 

Inceme Taxes 
Inceme Taxes 
Net Operating Ince~e 
Rate Base 

Case ! C~se II Case III Case IV 
~·-lO¢ 10¢ 3/25 Al¢ 2730: 11# 6/50 

$565~463 $548,193 

27,690 

559,691 

33~462 
10,2$2 

. 23,1$0 
2.70,750 
. $.56% 

27,690 

560,999 

14,$$4 
3,507 

11,377 
270,750 

4.20% 

$5$7,.901 

27,690 

559,291 

56,300 
22,596 
33,704 

270,750 
12.45% 

$546,054 

27,690 

557,554 

16,190 
:3,9:35 

12,255 
270,.750 

) .... 5:3% I • Rate O'f Return 
Operating RatiO' After 

Inceme Taxes 96.09% 98.02% 94.52% 97.$6%; 
Miles to' be Operated 1,477,400 1,482,300 1,475,900' 1,479,700 

Applicantfs president centended that a~~ual net revenues 

in excess of' $60)000, after previsien fer depreciatien and ince~e 

tax~s, were necessary to ~ccord a reasenable return to steckholders 

and to provide some reven~es with which it could replenish its 

e c;,uipment.. .~s we UI'!de:'stand applicant t s p:'eposo.;l, it o.ppears 

that it is seeking to require the fare payer to' cO'ntribute, in 

additien to' a return to the stockholders fer their investment, an 

additional sum to cover new e~pital ey.pendit~res. Such a pO'sitien 

is in cenflict with seund p:cinciples of rate making. It will net, 

therefere, be fO'11e\,1~d. 

NO' one eppes~d the gra::lting ef the f'are increase. The 

city atterney fer the CS.ty O'f Fresno p.;:~rticipated in the develO'p­

ment ef' the recerd but teok no pesitien in the matter. 
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Conclusions 

It is clearly apparent from the eVidence of record that 

applicantTs present fares for the test year under either estimate 

would not produce sufficient revenues to defray the anticipated 

costs of operations. 

As- shown in Table No.3, the proposed fares· provide, after 

provision for income taxes, a rate of return of 11.54 percent a.."ld 

an operc:.ting ratio of 94 .. 86· percent under one estim8te and a. rate of 

return of 13.22 percent and an operating ratio of 94.20 percent 

under the other. 

Under the alternative fare structures, submitted by the 

engineer, C&se Numoer III, which provides a basic fare of 11 cents 

and 5 t.okens for 50 cents, would produ.ce a rate of return of 12.45~Pel"-o 

ccnt .. and('tl.n operating ratio of ,94' .. 52 per-cent· after ·income taxes which 

we hereby fine to be just ~nd recsonable. Thi~ fare would per,Qit 

~pplicant to maint~in a satisf~¢to~J and dependable tr~~sport~tion 

service D.nC "wlould provide Co :nc.rgin between r~venues o.!"!cL expenses. 

suf!icie~t to meet its need~. It will be authorized. 

ApplicantTs proposal relating to the restriction of school 

children's fares appears to ce reasonable. It will be aciopt·ed. 

Upon consideration of all of the facts andcircumstancez 

of record, we are of the opinion and hereby find that increased: 

fares, to the extent inciicated acov~ have been justified and that 

in all other respects applicantts proposal has not been jUstifi~d~ 

Applicant requested that if increased fares are authorized it be 

permitted to establish them at the earliest possible date. In view 

of the evident need for increased revenue authority will be gr~nted, 

to establish the fares herein authorized on loss tMn statutory 

notice .. 

-10-
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Public heari~s having been held in the above-entitled pro­

ceeding, as amended, and based upon the evidence of record and on the 

concl~sicns and findings set forth in the preceding opinion, 

IT IS HEREBY ORDERED that Fresno City Lines, Inc., be and it 

is hereby authorized to cst~bl1sh, on not less than five (5) ~3Ys' 

notice to the COLmlission and the public, increased fa:e of 11 c~nts 

a.nd 5 tokens for 50 cents in lieu ,of tl'lc present far e 0 £ 10 

ce~ts c~sh and 5 toke~ for 35 ~ent~. ' 

IT IS ~EREBY FUR~HER QRDERED that Fresno City Lines, Inc., 

be a~d it is hereby authorized to restrict school children's tares to 

apply only urJ.ti1 4:30 p.m. on days \"hen school is in regula.r session 

and after 4:30 p.m., provided the student presents a certificate from 

hi~ school teacher or principal indicati~ that he was detained by 

school ~ct1v1t1es. 

IT IS ?EP~y ~1aTHER ORDERED thnt the authority herein 

granted. shall ex;pir~ i.Ullcss exercised ".Ilith1n sixty (60) days s.ftor the ..,/' 

effective tate of this order. 

IT IS HEREBY FURTHER ORDERED that applica.nt be and it is 

hcr~by di=ected to post and maintain in its vehicles a notice of the 

increased f~ros herein authorized. Such notice shall oe made not loss 

than five (5) days prior to the effective date of such tares and sh~ll 

be ~intaincd for a period of not less than thirty (30) days. 

This order shall become effective twenty (20) days a!tcr the 

date horGor. 

Dated 

, __ , 1951. 
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