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Decision No. AIA82
BEFéRE'THELPUBLIC”UEI;ITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of)
PEZERLESS STAGES, INCORPORATED, - )
requesting author;ty to 1ncrcaue )
certain of ‘its rates of fare, -,
for an mmmedlate interin increaue\ )
thereof. ©)

Application No. 33466

John F, Balaam, for applicant.
I. A. Hooikins, for the Transportation Department,

FﬁbIlc Utd iities Commission.

Peerless Stages, Incorporated, is a passenger stage cor=-

poration operating between Oaklénd and San Jose, Santa Cruz, Palo
1to, and intermediate points. By this application, és amended, it

sceks authority to increase i1ts passenger fares and express rates
by 20 per cent on less than statutory notice. An immediate ex parte
10 per cent interim increase is also requested. |

The application was filed on June 6, 1952, and a public
hearing was held in San Francisco before Commissioner Mitchell and
Examiner Gillard on June 20, 1952. In view of this prompt action
taken by the Commission, the request for an interim increase will be
considered merged with the evidence produced ét the hearing.

Applicant's existing passenger fares are constructed on
mileage blocks as follows: |

Rates Per Mile (dn cents) of Fares

Miles One-Way Commute Round Tyiyp

0 to 25 2.5 ' 180 per cent

25 to 50 2.45 of one=way
50 to 100 2.4 fares
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It is proposcd to increase these fares by 20 per cent,
except that resulting féres of less than 35_pcnts will be increased
to the next high¢st_ovgr‘5;'and fares-in excess of 35 conts which
¢nd in a fraction will be:incrcascd“to:the next nearest cents.
Applicant presqnxgd'no“eﬁidence concerning the effect of this
upward "breskage" é&ju#tment.

Applicant advanced four reasons as the bascs for the
proposed incrcase¢s. Firstly, a new wage contract with its drivers
which provides (subjoet to %he'approval of the Wage Stabilization
Board) a three-step increase effective May 1, 1952, Decomber 1, 1952,
and December 1, l953‘estimatod to incrcése wages (and additional
compensation insurance and social sccurity taxes) over their present
levels by 10,21 per cent, 15.15 per cent, and 25.10 per cent, re--
speetively. Sccondly, a prospective wage incrcase to its garage
mechanies. The existing contract has expired, but applicant has
made no new offer as yet. Thirdly, a prospective incrcase in
rental for terminal facllitics leased from Pacific Groyhound Lines.
The existing contract has ¢xpired, but a new agreement has not been
executed. Applicant expects a 20 per cent inercase in this ifcm.
Fourthly, incrcased costs in shop materials, parts and supplies.
The only cvidencc submitted on thislpoint was the genoral statement
that such costs had inercased. It was estimated that these costs
pius the mochapics‘ wages together would inercase 10 per cent,

The forcgoing discloscs that the rcasons advanced for
items two, threc and four, above, are speculative and without -~
sufficient existing factual basis. Fare incrcases will not be
authorized upon such evidence. _

Applicant submitted an operating statement for 12 months
ending April 30, 1952 which disclosed net income, before incomo

taxes, of $11,166.37. Applicant claimed, however, that for the four
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months since January 1, 1952, a loss:of $865.55 had been suffered.
A Commission cngincof sﬁbmittcd‘anqoxhibit'showing operations for
12 months cnding February 29, 1952. This disclosed net income,
before income taxes, of $24,765. The cngincer selected this period
because it did not reflect the abnormal conditions existing in the
Poerless operations in March and April, 1952, by réason of the
Pacific Greyhound Lines strike. Aside from the differcnces caused
by divers base periods, applicant's nct figure was less mainly
because of the inclusion in coxpense of (a) an wnrecordod insurance
premium of $20,51%, and (b) $%,157 more for deprociation.

Applicant and the Commission cngineer also produced fore-
casts of the operation wnder present and propesed fares for a future
12-month period. The applicant annualized its forccasts as of the
voerious dates the wage inercases become effeetive. The Commission
tngincer selected June 30, 1953 as the end of his foreccast year,
and subamitted alternatives to rcflect the changing wage picture,

We will first consider the two forccasts after amnualizing the first
wage increase which is effective retroactively to May 1, 1952.
Estimated Results of Operations

For 12«Month Poriod
Under Prosent and Pronoscd Fares

Aoplicant Commission Engineer
Prescnt  Proposcd Present Proposed
Fares Fares Fares Fares

Revenues
Passcnger 97,345 w566 97+  $468,700 $543,800
Charter 60 , 000 60 000 ) 60 000 60 000
Express 19, 967 22 762 25,800 , 25,800
Other L. 100 - 100
Total $577, 3§E $ 9, 30 $55%,600 $329,




s ®

EXpenses , e
Maintonance $131 595 $131 595 ‘$119 200 $ll9 200
Transportation %, 475 ,_34, 79 234 200 34 200
Station 21 760 . 21,760 20, 400 22,900
Traffic & Adv. l# 611 lh 611 . 16 000 16 000
Ins. & Safety 37,723 37 723 36 700 6 5700
Adn. & Gen'l. 44 35 %2 600 ¥ 600
Depreciation , g g 61 900 61 900
Operating Taxes 5 36° 5 36° 55 700 v-58 000

Operating Rents 21 000 21 OOO
Total ssEIa:’“a%E 48 1'25'5'321 $807,700 31;3""‘5'12, 00
Net Operating Income $(3§;§§ ) B 37 546 @(53;10 ) $ 17 200

Income Taxcs

Net Income @(24,82 o) & 23,52? $(5§;10 Q) & ll, OO
Operating Ratio 106.1 964 209.6 98.2‘
Rate Basc $330,932 $277,800.
Rate of Return - 7.1% - %,1%

(____) indicates loss .

It i1s apparcnt from these figures that existing fares will
not, in the future, return full costs,

The difference in the two forecasts under the proposed
rates must be cvaluated to detormine the appropriate amount of

additional revenur nceded.

In computing passenger IeVEUe, applicant reduced present

revonue by fivo per cent and then addod thoe 20 per cent proposcd
increase., The five per cont roduction was considored as the loss
due to the fare increase, and no figures were submitted on traffic
trends. The cngincer computed a deelining traffic trend equivalent
%0 approximately 8.8 per cent of rovenue, then added 96 pér cent of
the proposcd Incrcase of 20 per cent.

In rate proccedings, thc burden is5 upon the applicant to
justify the proposal, and it must rost its case wpon the probative
cvidence it submits. We will thercfore accept the higher revenue
cstimate of applicant.

Concerning oxpreoss revenue, applicant failed to give

effeect to rate inercases authorized by Decision No., 46573, dated

P

e
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December 18, 1951. In that proceeding the express rates; of five
passenger stage corporations, including applicant, were increased
on uniform mileage blocks and weight;prackets.' These increased .
rates have been in effect for only four mohthélﬁas'of‘the date °f-q.,w
applicant's exhibits herein. The .engineer took this increase into
consideration in arriving at his estimate of $25,800" express revenue
for the test yeaf. No évidence was\subdittéd by éﬁplicant that
these rates are noncbmbensatory. It will be noted that the
engineer's estimate under the present rates is greater than appli-
cant's estimate with the proposed increase. On such a record, we
aust find that this SOught increase in express rates has not been ¢/
justified. B

Relative to the expense estimates,'applicant's inereases
in maintenance ané operating rents wili beldisallowed as speculative,
in accordance.ﬁith the prior findings herciﬂ.

There~is:a rather sharp differeﬁée‘in depreciation expense.
The engineer téstified he used a straighﬁ cight-year service life on
Aero bus equiﬁmeni and that applicant used lo‘yéars. He .also
included dep;gciatien on two recently acquired pieces of equipment,
and retired tw§ others. Applicant did not oxplain the figu:o it
used, other than to say it was its uswal depreciation. Since
applicont!s flgure is conservative, it will be accepted. |

The engincer and tho applicant were very close on al;v‘
other expense items, and little differcence appears in the totals ‘
thereof.

The rate base of applicant was computed as of April 30,
1952, we Wlll us¢ the future year ending Junme 30, 1953 to test
the results of the proposed increase. Applicant's rate baso will
therefore be adjusted to the mid-point thercof (December 31, 1952)
by deducting therefrom eight months! dcpreciation ($29,220)‘coﬁoutod
upon the annual amount shown by applicant. The resulting ratcvbéso
of $301,712 is hereby adopted.

~5a
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A further adjustment in wage expense is required, since
the test year selected'inciudes Sevén months under new wage scales
effective December 1, 1952. Thé'upward adjustment amounts to $6,000
for wages. We¢ will not at this time give effecct to wage incréases
which do not commence until December 31, 1953.

A tabulation of the foregoiné figures and adjustments
indicates the following estimated results’ of operations for a

12-month pericd ending June 30, 1953 under the proposed fare

inecreases:
Revenues xpenses
fassenger $566,974 Maintcnance $ll9 200
Charter 60 000 Transportation 240 200
Express 25, 800 Station 21, ) 760
Qther Traffic & Adv, 1% 610
Total $552,8§' Ins. & Safety az 723
Adm, & Gen'l. 5
Depreciation g
%perating Taxgs gl 36%
perating Rents 00
Total $60X,021
Net Operating Income % 51,835
Income Taxes 22,u§
Net Income 29,3
Operating Ratio,
after taxes 95.5
Rate Base $301,712
Rate of Return 9.7%

After carerful consideration, we arc of the opinion that
the forcgoing rate of return is grcater than is rcasonable for this
operatlon. A downward adjustment in the proposed fare inerease’is
necessary. All5 per cent fare increase, after reduction of existing
rassenger revenues by five ner cent in the manner used'by applicant,
would produce $543,349 passenger revenue, $629,231 gross revenue,
$28,210 net operating revenue, and $18,500 net after taxes; for an
operating ratio of 97.1 and a rate of return of 6.1 per cent. This
rate of return will probabl& be a little highor because of the effect
of the "breakage" applicant will také on its farc secales.

-6
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On this rocord we find that this rate of return is
reasonable, and that incrcascd farcs to the extent indicated have
been justified. In all othcr rospccts we rind that the proposals
have not bcen justified. In vicw of the nced for additional revenue
to mecet the retroactivc wage increasc, the request to make the

- changes on loss than statutory nog;qg‘wil}:bg granted.

Baseé upon the evidonqo ogwrcgpyd and the conclusions and
findings contained in the forcgoithSpipién;

IT Is oRpERED:

(1) That applicant be and 1t 1s hereby authorized to
establish, within sixty (60)k&ays_after the effective date of this
order and on riot less thaﬁ five (5) &ay#',hotice to the Commission
and to the publie, & 15 per cept,incr§a§o in passenger fares, and,
to, adjust the resulting écalq upward to the ncarest 0 or 5 for all
fares under 35 conts, and to‘the next highest cent for all fractional
fares over 35 conts. " | ' ER

(2) That in all othor respects the application be and it
is hereby denied. |

The cffoctive date of this order shall be twenty (20) days

after the date hercof.
Dated at »4_, California, this _ & “
day ' of (%Ls é:" ) , 1952, -
| ‘ NP N

President

“ComnlssTonars.

Cozm’sstoner Peter.E. MitcheIY.., bolrz

. pecessarily aboent, did rot participate
in the disposition of this procesding,




