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BEFORZ THE PUSLIC UTILITIES COMMISSION OF THE STATE Of CALIFORNIA

rak o Yo Wi
Declsion No. 26844

In the Matter of the Application )
of SACRAMINTO CITY LINES request- )
ing authority to increase certain )
of its rates of fare. )

Application No. 32776

In the Matter of the Application ;

of SACRAMENTO CITY LINES request- . L \
ing authority to extend its ) Application No. 32919
Colonial Heights Route No. 5. )

Appearances

d. B. Seymour, for applicant.

Zverett M. Glenn and D. Jackson Faustman, for
City of Sacramento, Interested party.

Timothy W. O'Brien and Mrs. Florine Thompson,
for California State Employces' Association,
intercsted party.

John Fower and T. 4. Hopkins, for the
Commission's staff.

Sacramento City Lines 1s engaged in the dusiness of

Transporting passen;ers in and near the City of Sacramento. B8y

Application No. 32776, as amended, it seeks authority to increase
its token fares and to establish an additional fare zone. By
Application No. 32919 applicant requests permission to extend its
Colonial Heights Route (Route No. 9) from the intersecction of
2lot Avenue and 59th Street to 21st Avenue and 62nd Street.

These matters were heard on a common record at Sacramento
on January 30 and 31, 1952, before Coraissioner Mitchell and

Examiner Lake.  They will be disposed of in one decision.
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Applicant's fares are based upon three fare zones. .
The prescnt adult fares are 10 cents or 1 token for transporta-
tion within any of the zones; 20 cents or 2 tokens for trans-
portation betwcen Zones Nos, 1 and 2; and 19 cents or 1 token
ané 5 cents for transportation between Zones Nos. 1 and 3; and
25 cents or 2 tokens and 5 cents for transportation between

Zones 2 and 3.1 Toxesnc are sold at the rate of § for 40 ceants. .

In addition, applicant maintains a fare of 5 cents for school

children.

Autnority is sought to increase the token fare appli-
cable to interzone and intrazone traffic from § for 40O cents to
4 for 35 ceats, and to require that school children's fares be
purchased in lots of 20 for :}zl.oom2 Authority is also sought
+0 ecstablish a new fare zone extending from 21st Avenue and
Stockton Boulevard to 6%th Street and Fruitridge Road, this
area now dbeing a part of Zene Neo., 1.

Applicant‘alleged that the need for the fare increases
was occasioned by increcased costs of operation resulting fronm
higher wages and inercased costs of materials and supplies.

The creation of the additional fare zone was said to
be necccsary to avoid inercasing the cash fare on a system-wide

basis and to warrant certain plaaned added service on the route

.

. It is to be notod that the zoncs are not adjacent to cach
other but arce situcted on diffcrent scgments of applicant's
lincs.

No change is proposced in the basic adult fare of 10 cents.
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on which thc zene would be added. In adeéition, it wouid permit
the company to extend its operations as new arcas developed.

In cupport of the proposal to sell school children's fares in
multiple lots of 20 for $1.C0, applicant contended that the
faré in issue was a reduced fare and as such should be sold
only in quantities as is the customary practice in the transit
industry. '

Exnivits were submitted conmsisting of balance sheets,
cperating statements, studies of traffic flows and trends,
depreciated rate base statements, an laventory and appralsal of
the physical properties of the carrier, studies of accident
prerformance, and forecasts of the sstimated results of opera-
tions under present, proposed and alternate fare structures.

The record shows that for the ll-month period ending
November 30, 1951, applicant's operations produced a net
profit of approximately $60,00C and an operating ratio of .
approximately 65 percent, after provision for income taxes.

The resuylts of operations for the 12 months of 1951 were not

included in the exhibits. However7 accordgaﬁ 0 @pplicantls

auditor, the profit for the year after making a retroactive
adjustment for public liability and property damagze insurance
would be approximately §5+,50C.

The estimated results of coperations for a l2-nmonth
test period ending Jaomary 31, 1993, submitted by applicant and
a senlor englineer of .the Corujision's staff are summarized in

the follewing table:
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TABLE XNO, 1

Estimated Reowlts of Oporations wnder Preosont and Proposed
Fares for 12-Month Period Ending Januvary 31, 1953

Operating Revenues

Operating Expenses
Bquipment Mainton-
ance axnd Garage

Transpertation
Expenses

Tralfic Expenses

Insurance ond
Saloty Expensos

Adminigtrative and
General Expensos

Depreciation Expensos

Operating Tarxes and
Licenses

Oporating Rent, Credit

Total Operating
Ixpenses

Net Income from
Operations

QOther Income

Net Income Before
Taxes

Income Taxes

Net Income After
Taxes

Rate Rase
Rate of Roturmn

Operatding Ratio
After Toxes

Under Presont Fare:a

Applicant

Cormicaion

Engincer

Under Proposeé Fares
Commisoion Engineer
Provased (4)Alternate

Apnlicant

wl,290,620

256,925

632,400
2,400

78,220

65,930
126,180

111,946

521’273:401

5 17,219
350

& 17,569
(1) 4,912

§ 12,657
(3)
(3)

99.02%

(600)

$L 5 294,246

$ 237,900

625,395
4,115

T4y 765

64,610
122,820

109,295

$1,238,900

& 56,046

§ 56,046
(2)24,090

& 673,064

4755

97.53%

$L,367,597

$ 256,925

632,400
2,400

82,425

65,930
226,180

116,386
(600)

$1,282,046

9 85,551
350

$ 85,900
(239,972

$ 45,929
(3)
(3)

96.64%

01,355,277

$ 237,900

6R5,395
ey L15

745765

64,610
122,820

110,455

$1,240,060
4 125,207

e a——

& 115,217
(2)62,750

552,467
& 673,064
7.80%

96,135

Includes Federal Income Taxes only,
Includes Federal Income and Californie
Frunchise Taxes,
Not submitted.
Alternate Fare proposal contemplates
tokens to be sold 6 for 50 conts.

%1,316,577

$ 237,900

625,395
4,115

Uay765

64,610
122,820

109,705

41,239,320
G 77,267

6 77,267
(2)37,040

S 40,227
673,084
5.98%

96,945,




A.32776,32919-af *

Tt will be noted that appiicant did not submit a rate
base predicated upon the depreciated value of the equipment nec-
essary and useful to the operations. However, it did submit,
through a consulting cngineer and an appraiser of real property,

a study of "the present fair value of the property" as of January 2,
1952. This study was an Inventory and appraisal of the operating '
plant. The value of the properties was appralsed at $1,882,969. |
The appraisal was based upon the present market value of the land
and improvements. TFor the operating equipment the appraisal was
based upon current replacement costs adjusted to reflect the "ner=-
cent condition” which represents mileage, life, age and condit%on
of the equipment. In addition, provision was made for prepaid
insurance, working capital and what was termed to be "eoing concern
value." The consulting engineer testified that in his opinion

the appraised wvalue could‘be considered as a base upon which the

Commission could determine a fair return for rate-making purposes.

The Commission's enginecer developed a rate base of $673 ,06k

bottomed upon the average depreciated investment as of January 31,
195%. In addition, he submitted an average rate base for "any
period” based upon the investment of January 31, 1952. It was de=-
veloped to show the average rate base whigh would prcvail'over a
number of years. It amounted to @790,802.'

Applicant's showing with respect to the falr market value
of the properties has not beoen substantiated on this record as a

proper rate base for rate-meking purposes. In Pasadena City Lines,
Inc., (51 Cal.P.U.C. 248) the Commission held that applicant should
dovelop as much information as practicable in order that it nay

determine properly whatl revenues are necessary. The enginecr's esti-
mate of $673,06%,based upon recorded book values adjusted to reflect
the average conditions at the end of the test year, will e used.

3 "Going concera value" was said to represent "the amount which
would reasonably be expended to bring into being an operating public
utility capable of furnishing local transportation service in the
public interest in Sacramento **x,"  This item amounted o

$231,690 cr 12.3 percent of the total.

-5m
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It is to be noted from the foregoing tabdble that, although
substantial variations appear in the witnesses' forocasts.in some of
the anticipated expenses, the over-ali results of the ostimates are
so closc that a dotailed analysic is unneccessary. However, the
¢ircumstances pnder which some of the cxpcnses'are claimed, par-
ticularly the anticipated costs for drivers' wages and for public
liability and property damage insurance, are such as to require
~omment. According to the rccord& applicapt's turnover of drivers
during 1951 excceded 116 percent.  Applicant contended that the
large turnover was attributable to o labor shortage in the arca.
According to the senior eongincer, this labor turnover and the
costs of training ncw drivers i crcﬂscd applicant's oxpenses for
the test poriod approximately $20,000 over that expericnced in 1950.

Public liability and property damage insurancce is
purchased by the carricer from Transit Casualty Compony, & nonprofit
affiliated corporation. The promiums arc based upon a pc:ccntagc
of the gross reoveonucs subject to retroactive adjustment for accident
expericence. For this operation the percentage of revenucs paid
admittedly is higher and the accident coxpericnce the worét of any
cf the carriers for 1951 of the Pacific City Lincs Croup.

The conclusions to be reached herein with respoct_to farcs
require consideration. of scrious serviee problcms. Ve turn‘now to

a discussion of these matters.

An associate cngincer of the Commission's staff testified

that because of numerous complaints regarding applicant'!s service
it had been'necessary to make five separate traffic studies of the
carricr's major routes within a onc and onc-half year period. On
eaca ocecasion, he testificed, the staff had found numerous instances
of inadeguate scrvice both in regnrd to excessive loading and on-~

time performance. .When the matteors were called to-the carrier's

Applicant cmployed 150 drivers durang 1951; it scparated and
cmploycd 175. ¢
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attention, the management took corrcctive action en the specific
complaint. However, similar conditions would be found to oxist on
the next traffic check. To corrcct the deficieoncices discovered in
a survey conducted on Januory 3 and 4, 1952, this witness rccom-
nencded the following actieon be taken by the carricr:
L. That the carricer continuously provide scrvice
within the passenger load standard of a scat per passen=
ger average during midday and night service and that
standeces not to exceed 50 perceont of the scats provided
by halffhour intervals during morning and cvening peak
periods.
2. That bus trips as shown in the table below be
added to the scrvice which was provided on January 3 and

by 1952,s50 as to provide the recommended load standards:

Table No, 2
Tinme Added Trins

J Strect

T Stroct

T Strecet ‘
Stockton Blvd.
Stockton Elvd.
Stockton Blvd.
Franklin Zlvd.
Franklin Blwvd.

I:'i&'
Q.m,.
p.m;
Q.M.
..
P.n.
Q.0
Tl

p-m.
p.n.
p.o.
a.m.
p.m.
p-n.
a.m.
P.M.
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3. That a full-time, cxpericnced schedulce employac

be hircd to be responsible for proper adjustment of sched-
ules, running time of busses, passenger load factors and
for conducting traffic checks.
L. That on-time performance of busses be improved..
5. That 2ll schedules now terminating at 21st Avenue
and 55th Strect be extended dn an alternating basis with
service to Fruitridge Road and éhth Street and with 21st

Avenue and 62nd Streot.

YL
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In additlion to the above recommendations, the cngincer
eosted:

That the company filce an application for permission
to enlarge the loop at the failr grounds terminel of Route
No. 8, via %lst Strect, Shorman Way, Stockton Boulecvard,
and 2nd Avenue, in order to provide a bus stop and layover
point opposite the ontrance to Sacramento Hospital across
Stockton Boulevard at Sherman Way. The City of Sacramento
should provide for 2 podestrian crosswalk at this locatioh
on Stockton Boulevard.

That additional 45-scat busses should be acquired in
the future in replacement of smaller cquipment, in orxder
to mcet peak period and school trip rcquirements, as well
as bdsc headway needs on heavy t;affic routes, with a mini-
mum of extra trippers in scrvicc.

That the seven 49-passengor busses just acquired
should be placed on the longer routce schedules of Route
No. 5, to partially compensate for the heavier loads on
these trips as compared to the schedules which arc cut
back at Broadway and Stockton Boulevard.

That additional basic schedules during midday be ex-
tended to the Hollywood Park area south of the Sacramento
Junior College as far as Fruitridge Road.

The above recommendations, which contemplate added sched-
ules and cquipment replacements, would affect the mileage being
oscrated by the carrier and would incrcasce its operating costs. -
Consideration to the added mileage was given by the senlor
engincer in forecasting the results of opcrations for the test

period.
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Through rebuttal testimony witnesses for applicant alleged
that it was the management's practice to provide adequate load
standards; that studies were presently under way to improve on-time
performance; that some of the service recommendations of the staff
nngxnecr had been adopted and others would be if and when the fare

éjéy//fgffease wak granted; and that, with respect to others, studies and
surveys would be made to determine their feasidility. The witnesses
contended that many of the servilice complaints, as well as much of the
accident frequency, were attributadle to the large turnover in
drivers. There is room for substantizl improvement in service and
in the company's accident performarnce.
We turn now to applicant's request for authority to extend

its Colonial Heights line. The extenaion would be from 21st Avenue

and SSth'Sgreet to 21st Avenue and 62nd Street, approximately .7

of a mile.  The new line is sought to serve a newly developed area.
It was pointed out that the territory in issue has had a rapid growth
in the last two years and that there are now approximately 500 homes
immedlately adjacent to the proposcd extension.

Notices of thelhearing in these matters were posted in
applicant's vehicles and were published in newspapers'of general
circulation in the area involved. In addition, notices were sent by
the Commission's secretary to persons believed to be interested. The
attorney for the California State Employees' Association and the
representétives for the City of Sacramento participated in the c¢ross-
cXamination of witnesses and otherwlse assisted in the development of
the record. It was their position that the fares of the carrier

saould be just and reasonable and that the service rendered should be

5 ,
This area lics within the boundaries of the fare zone hercin sought
to be ¢stablished.

-0 -
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adequatc and cfficient. The City traffic engineer recommended that
applicant's entire operations be reviewed to determine the adequacy
of the service and routings of bussecs to determine the need for
elther a single fare arrangement or cquitable fare zones, and to
study the problem of accident reduction.

Several patrons of applicant's line testified concerning
service matters and protested the granting of the fare increases.

It 1s to be noted from the foregoing summary of the
evidence of record that the operating results cstimated by the

witnesses for the test period ending Januwary 31, 1953,would not be

excessive or unreasonable. The applicant estimated an ogerating

ratio of 96.6% percent after provision for income taxes. The
Commisscion's engineer forccast an operating ratio of 96.13 percent
and a rate of return of 7.80 percent. The evidence, however, tends
to indicate that operations have been for some time, and are
presently, clothed in a shroud of inefficiencies and poor service.
The lador turnover in drivers ané local management officials together
with the accident experience and service record point to this
conclusion.

We believe that the people of Sacramento are not recelving
the adequate and efficient transportation service to which they are
entitled. Ve are, therefore, of the opinion that the operations of

applicant should be subjected to a complete review to determine the

&

As hereinbefore noted, neilther an appropriate rate base nor a rate
of return was submitted by applicant. Ve view a rate base estabdlished |
upon the depreciated value of the operating plant, as an esseatial
lndex of a carrier's earning requirements. In future proceedings of
this nature we will expect applicant to furnish such information.

The record shows that during 1951 applicant had three different
superintendents of transportation.

10w




adequacy of its service and routings and the rzasonableness of its
fare structure. Accordingly, we shall institute a broad investigation
into the operations of applicant as wrecommended by the City of
Sacramento.

In the interim, however, applicant will be expected
continuously to provide, unless otherwise autihorized by the
Commission, the minimum load standard and service schedules recom-
mended by the Commission's engineer and as provided herein and to
intensify its safety training program.

Ordinarily a proposed increase submitted upon a record
with such grievous collateral issues as the foregoing would be
summarsily denied. Here, however, it is clear that under the most
favorable estimate of opcrations under the present fares the operating
ratio, alter taxes, would be 97.53 percent and the rate of return
“+,75 percent. These operating results, we believe, would not leave
applicant a sufficient margin between revenues and expenses to guard
against wforeseen contingencies wiilch may arise pending completion
of the Commission's investigation. In the circumstances, we {eel
constrained to authorize some inecrease in applicant's fare structure,
notwithstanding the fact that the record is ¢learly insufficient to
justily the full increases herein scught.

An increase in the token fare structure from § for L0
cents to @4 for 35 cents and not allowing the proposed zeone would,
according to the estimates of the Commission's engineer, provide net
revenues of approximately $50,900, an operating ratio of 96.23 percent

a rate of return of 7.6 percent after provision for income taxes,

record 1s sufficient, as we see it, to Justify such an increase,

no more. This fare structure will be autherized. The request

-11l-
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to establish an additional fare zone will be denied. ‘Applicant's
proposal to sell school children's fares in multiples of 20 for $1.00
is recasonable and will be authorized.

There remains to be disposed of applicant's reguest to
extend its Colonial Heights linec. This request appears to be
reagsonable and will be granted, except to the extent of providing an
extra fare zone in connection therewith.

To insure, for the patrons of applicant's lines, an
adequate service pending development of the Commission's investiga-
tion, the fare increases he;ein authorized will be conditioned upon
applicant effectuating the service improvement found necessary prior
to or concurrently with the establishment of the incrcased fares.

Upon consideration of a;l of the facts and circumstances
of record, the Commission concludes and finds as a fact that the

sought fare increases are justificd to the extent hereinabove

indicated and provided by the order herein; and that public con=-

venience and necessity require that the sought route extension be
granted to the extent indicated herein and provided by the order

which follows.,

Based upon the evidence of record and upon the conclusions
and findings set fortn in the preceding opinion,

IT IS HEREBY ORDERED that Sacramento City Lines be and it
is hereby authorized to establish a fare of % tokens for 35 cgnts in
liew of its present fare of 95 tokens for 40 cents and to sell school
children's fares in lots of 20 for &l.OO'in'lieu of the present

single cash fare of 5 cents, subject to the following conditions:

-12-
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That concurrently with the establishment of
the fares herein authorized end continuously there-
after, unless otherwise authorized by the Commission,

applicant shall provide:

(a) Minimum passenger load standards of a
seat per passenger average during
midday and night service and that
standees will not exceed 50 percent of
the seats provided by half-hour inter-
vals during morning and evening peak
periods.

In addition te the service rendered on
January 3 and 4, 1952 there shall be

added the additional schedules shown in-

Table No. 2 of the foregding opinion.
IT, IS HEREBY FURTHEK ORDERED that Sacramento City

Lines be and it is hereby authorized to extend its present

Colonial Heights Route No. 5 from the intersection of 2lst -

Avenue and 55th Street along 2lst Avenue to its intersection
with 62nd Street and concurrently with the inauguration of
this service to incorporate the extension in Zone No. 1 for
fare purposes.

IT IS HEREEY FURTHER ORDERED that in all other respects
Applications Nos. 32776, as amended, and 32919, be and they are
nereby denied.

IT IS HEREBY FURTHRX ORDERED that the authority herein
granted shall expire unless exercised within sixty (60) days

after the effective date of this order.
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IT IS HEREBY FURTHER ORDERED that applicant be and it is
hereby directed to post and maintain in its vehicles a notice of
the increased fares and route changes herein authorized. Such
notice shall be made not less than five (5) days prior to the
effebtive date of such fares and shall be maintained for a period
of not less than thirty (30) doys.

This order shall become effective twenty (20) days after
the date hereof.

Dated at San Francisco, California, this /fgZday of

(?;ﬁyzﬁéfz’ , 1952.
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