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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )
INGLEWQOOD CITY LINES, requesting )
authority to increage certain of itgs)
rates of fare, )

Aoplication No. 32522

Apnearances

A. W, Howe and Vernon P. Svencer, for aprlicant.

Robert W. Russell, for the Demartment of Publlc
Utilities and Transportation of the City
of Los Angeles, interented party.

John Power, Glenn E, Newton and Leonard Diamond,

for the astarf of the Public Utilitien
Commigaion of the State of Coalifornia.

CPINION

Inmlewood City Lines, a passenger stage cormoration,
overates an urban paggenger bus service within and between the citles
af Inglewood ané Hawthorne and adjlacent territory. By thils avplica-
tion 4t meeks authorlity to establich increased fares., Aoplicant
alleges that higher fares have Yeen made necessary by substantlal
increages in wage rates and in other coalts of overation,

A public hearing was held before Commissioner Mitchell and
Examiner Bryant at Inglewood on December 20, 1951. The matter is
reacy for déeclglon,

Applicant’s present one-way acdult fare ls 10 centa., There
are mo zones or fare Yreak points on applicant's lines., The lO0-cent
rare provides transportation between any two pointg on the system.

A seven-—cent fare is maintained for chlldren and studenta., Appllicant
herein seeks authority to increase the one~way adult fare from L0
centa to 12 cents. No change is proposed in the fare Ior children

and students.
.,
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Evidence was offered by applicant's president, and by a
transportation engineer of the Commission's staff., The president
described the past and present routes and services of Inglewood City
Lines, and explained certain route changes effective December 30,1951
He testifled that the company has maintained a continuous policy of
effecting operating economies and gervige improvements through
reroutings and rescheduling, through replacement and modernization of
equipment, and through any other feasible means. Boeth the company
president and the Commission engineer submitted operating statements
showing the financlal results of past operations and estimated
results of the future. The company's income statements for the past
five years, baged upon the company records without adjustment, were
submitted in evidence ag follows:

TABLE I
Company Income Statements

: : : : i2 Months :
: : : : : Ending :
Item Whé = 19L7 = 1oLB  : 19L9 1950 Qet.31,1951:

Operating Revenues $208,L71 $25L,985 $281,L80 $257,552 HaL2,5L9  B2L7,L8L

Operating Expenses
Operating and
Maintenance $181,191 $218,93L $226,297 $221,925 $206,16L $197,588
Deprecistion 16,480 20,9L9 24,626 19,311 15,950 14,395
Amortization L18 L33
Operating Taxes
and Licenses 19,874, 21,600 23,109 23,729 2L,9L1 23,93L
Operating Rents L,07L 579
Total Operating
Expenses $222,037 $262,062 $274,032 $26L4,965 sz.ﬂ oss $236,350

Net Operating Revenue ¢(l34565) $ (7,077) § 7,LL8 S ( E 2) $ 11,134
Qther Income # Wl (327 $ (2__) ?33 $ (1,527)

e T T s (TED § T 6 <11"€:3> $ GI8) § 9,607
Taxes 7, 533) & 9 ,
Income Tax $ 20) - $ 1,540 - - § 3L

Net Income $(13,405) § (7,L0L) § 5,591 O (E;EEE) $ (E;1§Z) $ 6,193

Operating Ratioc #
(After Income Taxes) 106.58  102.8% 97.9%  102.9%  10L.9% 96.9%

* Caleculated by Commission's staff
# Nonoperating income (net) {Loss)

1
Authorized by Declsion No. 46502, dated December &4, 1951, in
Application No. 32737,(unreported).

D
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The estimates of revenues and expenses for the year 1952 as
introduced by the witnesses, are summarized for purposes of comparison

in the following table:

TABLE 2 - PRESENT AND PROPOSED FARES

Estimates for Year Ending December 31, 1952

Proposed ares :
:Commisslon :
: Englineer

: Present ¥ares :
: Commission ¢
: # Engineer  :Applicant

Itenm

Opverating Revenue
Passenger
Qther

$260, 0.8

¢263,u30
6,000

6,100

$232,250
6,100

Total Operating Revenue

Overating Expenses

Meintenance
Transportation

Traffic
Ingurance

$238,350

5 52,780
115 310

620
11,960

$200, 0.0

$ 56,560
115,168

w269,539

$_52,780
115,310
620
11,960

Administration
Depreciation
Operzting Taxes

Total Operating Expenses

1., 050
16, 720

252070
$ 33,020
$ 11,1.0
$ 21,880
$ 99,370

Net Operating Revenue
(Before Income Tax)

Income Tax (Federal & State)
Net Operating Revenue

(After Income Tax)

$ 13,259

Rate Base $ 99,370
Rate of Return
(Aftor Income Tax)

13.3% 22.0%
Operating Ratlo
(After Income Tax)

95.0% 91.9%

# Applicant did not submit estimates under presen® fares.
Items of $2,153 for "interest" and of $L.33 for "amortization of
intangmbles" which were included as expenses in applicant's
estimate but which obviously ere not proper ftems of operating
expense, have been daducted and ltems below adjusted accordingly.
“ Rate Base as submitted by Commlsslon engineer, Appiicéntididl
not submit a rate base nor calculate a rate of return.
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The Commission engineer also Iintroduced estimates of oper-
ating results under several alternate fare bases. These estimates

are set forth in the following table:

TABLE 3 - ALTERNATE FARES

Estimates for Year Ending December 31, 1952

tAlternate :Alternate :Alternate
: 1 : 2 H 3

(See oxplanation of alternate
bases below)

Oprerating Revenue
Passenger $2L8,L00 822,070 $2AO,&60

Other 6,100 6,100 6.100
Total Operating Revenue $250., 500 BB, L0 205,560

Overatine Expenses

Naintenance $ 52,780 $ 52,780 $ 52,7680
Transportation 115, 310 115 310 115 310
Tralfic 620 620 620
Insurance 11,960 11,960 11,960

Administration %g ,050 1%,050 1&,050

Depreciation 720 » 720 16, 720
Operating Taxes . 760 2L, 630 211,600
Totzl Operating Expensos »2Q0 $230,070 $220,040

Net Operating Revenue

(Before Income Tax) 5 18,300 8 12,100 % 10,520
Income Tax (Federal & State) & 5,300 s 3,200 $ 2,750
Net Operating Revenue

(After Inccome Tax) $ 13,000 $ 8,8L0 $ 7,770

Rate Base $ 99,370 S 99,370 $ 99,370

Rate of Return
(After Income Tax) 13.1% 8.9% 7.8%

Operating Ratlo
(After Tncome Tax) L« 9% 96 L%

Explanation of Alterncte Faro Bases
Alternate 1 - Ll centis cosn rare
Alternate 2 - 1l cents cesh fare, 10 tokens for $1.00
Alternate 3 - 11 cents cagh fare, 5 tokens for .50
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As nay be seen from fhe tables, 4t 1s only in connection
with the regults under proposed fares, get forth in Table 2, that
there 1¢ any basis for direct comparison between the estimates sub-
mitted by applicant's president and those submitted by the'bommissioq
engineer., The engineer's estimate ic the more favorable of the two.
He forecast higher revenues and iower operating expenées.

The aifference of approximately $3,500 in the revenues 1o

attridbutadble almost wholly to difference in Judgment of the Two

witnesses concerning the number of passengers to be carriled during
the rate year. The principal expense differcnces are in malntenance,
ingurance, and administration. The maintenance dirferences are due
primarily to the fact that the engineer used current prices in
estimating the cost of repalr parts, whereas applicant!s wiltness
predicated his ectimate upon a‘prlce increase of l& percent. The
variation in the insurance estimates is due principally to an item
of §1,970, included by applicant and excluded by the engineer,
Arepresenting the annual premlium on an insurance pollcy which the
company carries on the life of 1ts president. The dirfference of
approximately $4,800 in the estimates for adminlgtratlive expenses
1z found principally in the amounts allowed for galariles and
expenses of general officers. Differences in other itemsc are minor
and partly offsetting.

The Commission engilneer developed a rate base of
$99,370. Applicant's president sald that in hils opinion the company
should have a somewhat higher rate base. However, he did not submit

any rate nasc data on the company's behalf, and asked that earnings
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be measured by the operating ratio rather than by the annual rate
of roturn.2

The record shows that notices of the hearing were posted
in applicant's buses and terminals, and were published in a news-
paper of general circulation in the area served by sapplicant. In
addition, the Commission's secretary sent notices of the hearing
to representatives of the clties and chamders of commerce throughout
the ares, and to other persons and organizations believed to be
interested. Counsel for the Cormissiont's staff and a representative
of the Board of Public Utllitlies and Transportation of the Clty of
Los Angeles asslsted In development of the record. There was no
other public partlicipation in the hearing. CLounsel for the Com-
mlsslon's staff suggested that, If possible, the l0-cent fare be
preserved for regular riders through the prescription of a token
fare. Applicant objected to the use of tokens. Itslpresident
stated that the company had found former token fares to be difficult
and costly to administer, and generally to be unsatisfactory for a
number of reasons. He said also that tokens could not again be
used by the company without a complete change of all of its fare
boxes.

The engineer's estimates in many respocts are essentially

the same ags those made by the company's president. As to those

2

The Commission has stated heretofore that operating ratlos and
rate bases are both valuable Indexes of earnings, that applicants
in rate procesdings should develop as much information as practicablo
in order that the Commission may determine properly what revenues
are necessary and reasonable under the particular circumastunces, and
that Iin reaching Lts concluslons this Commission consliders sll
avallable data, without limlitatlion or restriction to any single
formula. See Glendale City Lines, Inc. Decision No. LOLLT of
August 28, 1955, In Application No. 32325; and Pasadena City Lines,
Inc. Decision No. LOLS2 of November 20, 1951, im Application
To. 32320.
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items In which there are material differences, hercinabove explained,
apglicantts estimates lack cubstantial supporting data. For purposes
of thic proceeding the cnglneer’s figurce will be adopted.

It appears that the l2-cent fare sought in thic applica-
tlon would rcturn revenues greater than necessary or Juctifiled on
thlc record. The altermative fare of 1l cents would, according %o
the cvidence, produce revenucs sufficient to meet all reasonable
experses of operatlon and leave a net incomeo, after ctate and
Tederal taxes, of 813,009, The rate of return, after taxes, would
approximate 13 pereent on the rate base as developed by the
Commicclion engineer, and the operating ratio after taxes would be
adbout 95 pereent. For the purpoce of thic decicion, we hereby
adopt the operating results and ratec base ag set forth under
Alternate 1 of Table 3 herein, and hereby f£ind a rate of return
of 13.1 percent on a rate dbace of $99,370, when considered in
relationship %o an operating ratio of 94.9 percent after income
taxes, to be falr and rcasonable. The ll-cent fare has been

Juctified on this record,

Public hearing having been held in the above-ontitled
preceeding, the evidence having been fully considercd, and good
cause appearing,

IT IS REREBY ORDERED that Inglewood CiAty Line:c be and 1t
1s heredy authorized %o increase its precent 10-cent fare to
Ll cents, or not lecc than ten (10) dayc' notice to the Commizcion
and to the public.

LT IS EEREBY FURTHEER ORDERED that in all other regpects

Application No. 32522 be and it L5 herceby denied.
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IT IS HEREBY FURTHER ORDERED that, in addition to the

TTRarea Postinﬁ and filing of tariffs, applicant chall give

notlce to the public by poating in 1ts dDusceo and terminala a

printed explanation of its fares. Buch notice shall be posted
not less than ten (LJ) dayc before the effective date of the

fare changec, and shall remain poated until not lecs than twenty (20

daye after sald effective date.
IT IS HEREBY FURTHER ORDERED that the authorlity herein

granted chall expire unless exercised within sixty (60) days
after the effective date of thic order.

Thic order chall become effective twenty (20) days
after the date hereof.

Dated at San Francisco, California, this day of

Januwary, 1952,

Q, ). %
2 G siecor

Commissioners

v welng
nececsurily chzont, did not wmaviticivato
in tho dioposliuion of this proccoding.




