
.. 
-A.3326Z-mm 

Decision No.·4:71~03 . ' ,.' 

BEFORE THE PUBLIC UTILITIES cO~wnSSION OF THE STATE OF CALIFORNIA 

!n the !·1at'ter of the Applicat~Lon of ) 
Mary Maritzcn and E. B·. O$thu~s, a ) 
co-pe;rtnership, d .. b.a.: The ~!o.c.esto ) 
Transit. Co., for authorization to ) 

Application No. 3.3262 

increase fares. ) 

Appe.ara.."lces 

E. B. Osthues and r·iary ~:aritzcn, by E. B. Osthucs, 
in propia persona. 

Allen Grimes, for City I~f Nodesto, interested 
p~y. 

o. B. Licrsch, for the Engineering Division, 
Tra.'"'lsport~tion Department, Public Utilities 
Com:nission of the State of California. . 

o PIN ! 0 N ------ ....... ~ 

Mary Maritzcn and E. B. Osthues, copartners doing 

business as The Y.oc.esto· Transit Co., operate as a passenger stage ' . 

corporation for the transportation o£' passengers within and in 

'the vic,in.ity of Modesto_ The' operations are conducted. within a 
" 

single f~e zone over two routes extending from the Modesto 

central business district to I~unicipal Airport ane. to South 

Modesto Acres. By 'this application, authority is sought to in-

crease the£'are for these services. 

Public hearing of the application ... "as held at X·:odes,to 

before Co~iissioner Mitchell and Examiner Jacopi. Evidence was 

offered by one of the partners and by a transportation engineer 

of the Commission T sstaf£ _ ReprcsentatS.ves of the City of Modocto 

and of the Conunission "s staff participated in t,he hearing a."'ld .. 
assisted in the development·of the record. 

The last adjustment of applicants' fare structure was 

mae.e by DeCision No • .l;.286J.,. of May 10, 1949, in Application 
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No. 30111, wher.L the present fare of 10 cents per one-way ride '''as 

authorized. It was esti~Ated that the 10-cent fare, based upon the 

t:-aff.ic vol~c indicated o.t that time, would produce annual rJ.et 

r0venue of $501 and an. operating ratio of 99-:3 percent, 'betore.pro

vision fcr income taxes.. In the instant proceeding, tl1e"'applicants 
w 

reported that the revenue for. the year 1951 ~~der the present fare 

exceeded the operating cxpen~es by $1,970 berorc t~xes. The 

corresponding op.erating ratio was 95.6 percent. 

It is allegod that th~ revenue derived from, the present fare 

now is inadequate to cover tbe cost of performin;r'the service. This 

condition was attributed to the effect or increases experienced 1n 

operating expenses, including a lO-percent advance in the wages of 

bus drivers effective July 27, 1952, and to a decline in the number 

of passengers using the service. Applicants propose to obtain needed 

revenue by raising the present 10-cent one-way fare to 12 cents. 

The higher fare is expected to produce additional revenue amounting 

to $5,280 per year. 

E·.ric1ence rela'ti~le to the financial results of operation 

a.''l'";i'cipatedfor'the fut\:I'c 12-month period ending June 30, 1953, under 

the 'present and proposed fa'!'cs was presented by or-e of the partners 
. 

and ~bya trt1.nsportation engineer of the CO:lnl;b;,s~~onrs staff. In the~e 

forec2.zts, the wi tnesse$ gave effect to the o,ecline in traffic volume 

as determined by them, to the wage increase and to all known advances 

in the other expenses·. Both witnesses calculated that applicants. 

would suffer c. loss if the opera t10ns !n thctes.t y'car ""ere. conducted 
" 

~~der the present fare. Under the proposed !ar~, the partner and the. 

engineer estimated that the net revenue before provis.io~ tor income 

taxes \olould :ll:lCU!'lt to $2,517 and e2,250, respect1vely~ Thc c$timat~d 

opcratir.g results shown in 'the tabulation that t'ollows '\>lcre,:taken 

from: the exhibits submitted by the w1/cnesses: 
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Estimated Revenues and Operating Expenses for' 
The Test 12-Month Period Ending June. 30, 1953" 

Under the Present and Proposed Far~s .. 

Present Fares 
ComL'lission 

,Apolieants Engineer 

Revenues 
Operating EXpenses: 
¥J.aint enance 
Tra..."'lsporta tion 
Traffic 
Insurance & Safety 
Administrative and 

Gener~.:" 
Deprecia"~ion 
Taxes and Licenses 
Opera'ting'Rents 

$37,200 

6,840 
,21,406, 

50 
3,100 

5,500 
800 

2,064 
300 

Total Ope:::oating 
Expense s . ,~40 , 060 

Ne~ Operating Revenues . 
Before, Income Taxes (1) '-!;?2-,-0'""(6-0) 

Opcra'ting Ra.tio Be·fore 
Income Taxes (1) ~07.7% 

( - Indicates Loss. 

$37,800 

7,345 
19,.355 ' 

'100 
3,055 

5,495 
851 

3,7l9 
300 

$40,220 

($2, b=20') 

106.4% 

Proposed Fa.res 
CommiSSion 

Applicants Engineer 

$.43,200 

6,$40 ' 
21,406, 

50 
),50~ 

5,500 
$00' 

2,2$7 
300 

$43,080 

7'345, 
19:3'55 

100 
3.,430 

"5,495 
, '85l' 
3,954 

300 

(1) - The income tax figures were' not suppli~d. The 
ope,rations are conducted by applicant,s as co
partners. The income taxes which would apply 
would be affected by ~he personal exemptions . 
and other allowances available to each co
partner. 

Only smal::' differences ap~ear in th~ estimated opera;;'ing, ~ 

results before provision for income taxes as calculated by th~! 

witn~s$es for the t~st year. The variations in the revenue 

esti~tes largely are accounte~ for by differences, in j~dgment 
• I . 

relative to the anticipated traffic volume. In addition, an 

error in calculation appears in appliean'ts' figures which r'esults 

in understatement o~ the number of passengers expected to use the 

service.. The staf~ engineerfs revenue estimates were based ':lpon 

. more det:!ilcd ana.lyses of traffic flows and trends,. 
" . 

A representative of the City of Modesto indi~ated that 
. 't. 

the staff engineer) in ,developing the rate of decline in traffic 

volume, improperly gave effect to the number 0'£ passengers lost 
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2 
due to the discontinuance of certain ev(~ning schedules. The evi-

dence shows that applicantsdid not maintain records or the· number 

of passengers handled on the individual schedules. A review of the 

engineer.'s calculations, discloses that, the total number of passen

gers transported in J:952 after the :3chedules in question were dis~ 
continued amounted to 16 pc:c-cent less· than the total number for the 

corresponding period of 1951 when the eveningschcdules'wer¢being, 

operated. Thus, the engineer developed a composite percentage 'r~':' 

fleeting both the traffic lost through curtailment of service and . 
, ~ 
'., 

t.he downward trend ,in traffic th~t otherwise prevailed. The' traffic 
, " 

" . 
level for the test year \,las dev,eloped by reducing by 16 percent the' 

, I' • . 

total number of passengers tranzported in the year 1951, curing whic~ 

" :?erio~ the evening ISCh'Cdul~s in quest'ion still we:"e beingoperatcd. 

%t appears that the engineer's esti~ate was not developed improperly. 

In ree;~rd to the operating expenses, the differences in . 
I, , 

. ! " 

some of the figures arc attributable to, the factthat'a number of • 

expenses were grouped in applicants' exhibit whereas the engineer 

employed the segregations ,provided in the uni!onn system 0;£" accounts. 

':he taxes on fuel and·lubricating oil, for example, were grouped 

wi th the cost 0.£ thc·se articles in the transportation account..... The 

engineer entered the' taxes in the account covering 'Caxes and ' 

licenses. Likewise, applicants grouped' the cost 0'£ lubrication of 

revenue equipment with the cost of oil in the transportation aceount. 

In the 'engineer's figures, the lubrication is reflected in the main~ 

tenance account., Other smaller variations in the expense figures 

:-esulted from a difference in the bus mileage to::'~e op~rated in the 

test year. The' staff,engineer's estimate of the mileage was based 

upon 'the schedules cur.rently operated. Applicants' mileage figure 

was not subst~ntiat0d. 
" Z The record shows that three schedules operated after. 6:40 p.m. on 

each·of ~he two routes· involved were discon'tinued in the latter 
part of Ja."l.uary, 19521 azsertedly because of lightpatronage~ 
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In view of the defects indicated in appl~cants" collcu ... 

lations, the engineer" s estimates will 00 used for the purp.os~i of 

this· proceeding •. 

It was d~v~lop~d by 'the r.:)pr~sentativ~ 01' the. ~i.ty of 

Modesto th~t the amount of franchise tax to be p~id by. applicants 

under the provisions of their city franchise now was ~~de~ nego-
\ 

tiation. Th~ record indicates that the discussions i,n qu~'stion 

might result in applicants bOing required to pay something mor.e . . 

authorization of the increased. fare sought if the Commission f.ound 

tha't it was justified by 'the evidence of record. No one specif.i

cally opposed. the granting of the application. 

The record made in th:',:s proceeding establishes thAt the 

revenue under the pres·cnt fare noj'l is insufficient to defray the 

cost of oper.J.tion~ Under the prolposed fare, the annual rev~n\le 

would exceed the operating ~xpensj~s by ';;>2,250 and .the op~ra~i:ng' 
, !: 

ratio would be 94.8 p~rcont, before provisi~n for income ,ta:~es~ 
I 

"I' This WOuld" afford only a. small margin between rev~nue and expenses 
, 
I 

for an operation having rev~nuo of $4:3 ,OSO per year.. It is.:clear 

that the additional revenue from the proposed rare is r:.eeded to' 

assure t'he maintenance of satisfact.ory a.."'ld depend.:lble scrvic1e t.o the 
, I 

public.' The increased fare in. ~ucstion will be authorized. 
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Upon consideration of all of the [:acts and circumstances 

of record, the COmmission is of the opinion and hereby finds that 

the increased fare sought in th~ application filed in this proceed

ing has been justified. The application will be 5rantcd_ Because 

of the evident need for additional revenue, applicants' request for 
. 

authority to establish the i~reasedfare on less than statutory 

notice also will be granted. The cost· of performing the service 

rcflecteC; by the esti."llated operating result:; considered herein was . 

based upon the expenses involved in the operation of the pre~ent 

schedules. Under the circumstances, appliearits will be directe.d 
, I 

not. to make any reduction in the present service without the ex-

press approval of the COllll'llission. 

.'. 

Based upon the evidence of record and upon the. conclu- . 

sions and findings set forth in the preceding opinion, 

IT IS· H~RE13Y ORDERED that Mary Y~ritzen and E. B. O·sthues 1 

copartners dOing business as The Modesto Transit Co., be and they.:.' 

are h0reby authorized to establish, on not l,~ss than five (5) days f. 

notice to the Commission and to tht: publiC, an\ increased one-way 

fa-:e of 12 'cents. cash in li~u of the present fare of 10 cents cash, 

as. proposed in the application" filed in this proceeding. 

IT IS HEREBY F1nTHER ORDERED that applicants be and they 
~ '. " 

are hereby dir~cted to post and mai~tain in their vehicles a notice 
. . ~. ',I ~ , • IJie I 

of tho? increased fare herein a1lthorized~ Such notice shall be 

gi v~n not l~ss· than fi va (5) days prior to the ef£ec.tive date of' 

such fare and shall be maintained for a period of not les.s than 

thirty 1'.30) days. 
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IT. IS HEREBY FURTHE.~ ,ORDERED t.hat.applicants shall not 
! 

reduce or curtail any of the schedules or ,~ervice:s on any 'of their, 
'. . I . 

I ~outes,;as provid(id during the period June 15 ;e,o~ 21;:; 1952 i' inclusive, 

'withou't the express approval of this Commission. 
I. 

IT IS HEREBY FURTHER ORDERED that thc,:a'lthority herein 
~, . . ; , 

granted. shall expire unless exerc,ised wi thin .sixty , (60) days after 
. /. 

the effective date of this order. 

This order shall become effective twenty (20) ~ys after 

the date hereof~ 7.1/' 
Dated at San Francisco, California.), this /L-- 'day·· of , .. 

August, 1952. 
,.,.. , 

., . 

c" ...... _ .... 4._·_.·· _ ... omm:l,'SS,J.oners, 

-7-

·fa .. .t'h '0 "'t . CO::l~t~ to i en~r ..... ~ .. ::::~.: •••• ~.~.~ •• 2~. ___ ., "ooi ':'l~ 
n~co:o~r::y ~b~r~t, did ~~~ ,~~t!c!,~t~ 
1:1 t;:"c d.lc,o:.:.l. ~':or. of ",;~,,:,:; ·:r-roco.,,;;!'1;1~. 


