CRIGIFAL

BEFORZ THE PUBLIC UDILINIES COMMISSION OF THZ STATE OF CALIFORNIA

Dacision No. 48293"2.5

Mplication of FOSTER TRANSPORTAIION, INC.)
for authority to increase ratos; and to be)
graated immediate »elief pending full )
nearing. _ )

.tpplic‘ation No. 33361;.

Xopearancoes

Theodore W. mMusscell, for gpplicant.
Earl D. Murphy, for the City of Alhambra.
. A. Hopkins, Pudlic Utilities Commission of
the State of California
02 INION

Mprlicant 1s engaged in the business of operatiﬁg a common
carrier passenger stage service within and between the citioes of
A'.Lham‘bra, Montorey Park, San Gabriel amd adjacent communities. In
this proceeding it sc;er:s authority to ostablish increased fares on‘
less than statutory notice. It allegeb that its operating costs have
increasad-substantially since 1its fares were last adjusted and that
the sought fares are necessary to the malntenance of its services.

Pudlic hearing of the spplication, after due notice to

interested parties, was held before Axaminer Abernathy at Alhambdra

on Deceamber 18, 1952.' Evidence was submitted by the general manager

and by a clerk of mplicant company, by a represontative of the

Alhanbra Chamber of Commerce, amd by a transportation engineer of the
: 1 .
Cormission's stalf.

) .
Notices of the hearing were posted in gpplicant's dbuses, wore pub-
lizhed in a nmewspaper of general circulation La the ‘area served, and
were sent to persons and organizations believed to be Interested.
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Applicant's present fares, and the fares which 1t seeks to

establish, are as follows:

Present Proposed
Tares fares
For transportation within -
the same TLare zone :

Adult -~ cash 12 cents li cents
ticket - 14.28 cents

(2l=rildo ticket,
tudent- ticket 7.1l cents 9.09 cents

(h2-ride ticket, %3) (33-ride tickeot,

Por transportation betwoen
fare zones

Adult - cash 18 ceonts 20 cents
ticket 18.75 cents
(16=ride ticket,
tudent~ tickot 10.71 cents L2 cents
(28-ride ticket, ¥3) (25-ride <icket,
According to testimony ad exhibits waich were submitted
e company's representatives, spplicant's fMinancial position has
Ceteriorated progressively during the past several years. Operating
results since 19L7 were reported as follows:
Not income

Selore Lnvterest Atteor lnterest
and income taxes and income taxes

1948 v 2,320 %(_OL0)
19L9 2,228 (_252)
1950 sl (GZB)
1951 (L BE0) (T 282)»
1952 (through October) (L598%) (m)

( )

Indicates loss

Before provision for gproximately ¥3,000
in wage Increases gpplicable to 1951
operations and paid retroactively in 1952.
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A3 reflocted by the company's balance sheet data the extenﬁ ol the
reported decline in its financisl position Ls shown by the following
Tigures: A _
Capital Investment
As of . As OT
Januery 31, 19L7  October 31, 1952
Capital stock 8,000 $ 8,000
Surplus : 1,874 (IZ,0LL)
Total investment: %,874 W T,00k)

( } Indicates deficit

plicant's manager said that in 1952 his company had to
absord substantial increases in operating ¢osts resulting from the
granting of wage increases; that it had t0 resort to borrowing to pay
rotroactive wage awards of the "age Stabilizatién-Board; that its
credlt resources have been exhausted in order to continue operations

under present cost levels; and that its entire business has beon
5 .

reduced to a precarious financial condition. = Revenue and expense

e*timatos whleh- gpplicant!s representatives submitted show that a
I‘urther loss of 48,400 .z.s expected lf present i‘ares are continued in

effect throughout the" coming year, whereas earnings of wLJ.,ll2 are

]

pHplicant's balance sheet as of October 3L, 1952, shows current
liapilitios-of $21,187 and current assets 47,010. Assertedly,
mproximately 7,000 of the current liab.tlities are more than two
montas past due.
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aiticipated 1f the sought fares are established. Details of the
estimates are shown in the table below: |

Bstimated Operating Results of snsuing L2 months
Present amd rroposad Fares

Undeor Undor
Present Fares Proposed Fares

Ravenues

Scheduled bus revenues L9, 660 132,226
Caarter 28,420 28,120

Mvertising and miscellaneous 2,001 2,091
#.50,180 62,737

Benses 158,625 158,625
Net Operating fevenues $(8LLIT) $ L,112
Income, taxes g -~ $ 2,763

Operating Ratio - 105.6% 98.3%

(T ) Indicates loss
Assertedly, were it not for charter sorvices which
mpplicant provides in additlon to Lts comxon carrier sorvices in-
volved herein,its operating results,both -those experienced in the past
and those anticipated for <he future,would be lass favorable thaxn
shown above. Figurec wore submitted by mpplicant!s witnesses to zhow
that its losses stem from the common carrier services and that the
charter sorvices are resulting in eamings, before Lncome taxes, as
indicated by an operating ratio of 93 vercent. = B
The Commission engineer introduced md explained the
results of a study which he had made of applicant's operations to
arrive at estimatod oarnings for the coming year (a) 4f prosent fares
maintained, (b) if the szought fares are establizhed and- (¢)- 4if
sought fares, modified In various rospects,are put into offect.
engineer!s revenue estimates weroe developed from an analysis of

companyts traffic and included allowances for teond in -

L




passenger volume and for the deflection in traffic that i1s expected

to result from estadlisimoent of higher fares. =2xcept with rospect
vehiclo maintenance and repairs, administrative expense, operating
rents and depreclation, his expense estimates were based upon appli-
cant's expense exporience. His allowaices for the expenses named are
somewhat lower than the amounts recorded by mpplicant. With reference‘
to administrative expense and to vehicle maintenance and raepairs the
engineer expla;ned that the Lfigures which he used reflect experience
of corresponding carrliers generally. The adjustment waich ho made in
operating rents was based upon hls sppralsel of a roasonable rental
for the Property used by the company for 1ts torminal. Eis deprecia-
tion expanse sstimate was calculated upon 4 greater service~lile
period for the propertios involved than that used by'applicant in its
developrent of that ox onse itew. The ecarnings which the engineer
estimated would result from gpplicant's common carrier services 'under
present faros and under the sought fe:;os are as follows:

Bstimated Earnings from Present and kroposed Fares
for Year Mnding November 30, 1953

Under oo Under

Present FPares Propozed fares
Rovenues# Wiy 3Q Cwkd,L70
Operating ratio:n .99.6L% " 91.66%

(Y

% After allowance for income taxes

2

Under the alternative fare proposals which the engineer sdvanced for
consideration and waich represont modifications of the Lares sought by

spplicant, he estimated earnings would range from 3,020 to 5,370

3
with corresponding operating ratios of 97.52 and SL.97 percent.
3

In oach case mplicant's earnings from its comnon'.carrier services
would be augmented by those from Lts charter services which are not
Involved horein. According to the engineer’s estimates, tho charter
services during the yoar ending november 30, 1953, will produce oarn-
ings of ¥3,350 with a resultant ogerating ratio of 90.2 percent.  His
figures skhow that the combined cammon carrlier and charter services, if
the sought fares are established, will result in total earnings of
wil, 520 after taxoes and an operatinz ratio of 91.36 percent.

i,

-5
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A vepresentative of the Ahandrs Chamber of Commorce
gppeared on benalf of that organization and supported Splicant’s
proposals. ZHe stressed that spplicant's services are necessary to
the economic well-being of Alhambra an& he submitted a lotter from tho

Hhanora Chamber of Commorce rocommending that the sought fare increases

Y0 authorized. No one appoared at tho heariny in opposition to groante

ing of the application.

The record nerein is convineing that applicant's revenues
from Lts prosent fares are not sufficlent o return operating costs
and to provide reasonsble earnings. It is claar that fare increases
aro necessary if the compeny's services are to be adequately maintainoed.

Regarding spplicant's prospective operating results under
the sought fares, Lt may be observed that the company's withesses and
the Commission engineer differ materially in thoelr respective esti-
nates. With respect to tho common carrier sorvices involved herein,
the main differcnces lie in the expense accounts for vehicle main-—
tenance md repalrs, depreciation and adnﬁinistration. As Indicated
nereinabove the engineor adjusted his estimates of these expeﬁses to
conform to the usual expence experience of similar carriers. The
sstimates of gpplicant's witnesses set I’orth'eoqvectod results of the
company's operations as presently‘conducted- those of the engineer
show mticlvated results that would be achieved under avara.ge condi-

In effect, the engineer's data provide a ba..is i‘or moasuring
the propriety of .spplicant’'s expenses amd the officlency of its
operations since In''the sabzence of special clrcumstances 4t may be
asswred reasonably that there should be a close correlation among
corresponding expénses of urban P assonger stage carriors operating

vndor much the came circwustances in the same genersl areas.
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O0n this record it must de concluded that gmplicant hasz not
established the reasonsbleness of its estimates for vehicle main~
tenance and repalrs, depreciation and administration. Notwithstanding
the implications of the engineer's adjustments in those expenses,
pplicant did not present evidence 0o show tiat its estimates with
respect to these Ltems are reasonablo md proper for Lits specific
opera‘cions.u' In certain respects 1t gpears from gplicantls own
data that 1ts estimates are excesszive. The record iz clear that in
sccounting for purchsases of materials and supplies for vehicle main-
tenance and repairs applicant has ovorstated Lts operating expensos.
With reference to deprociation expense the ovidence shows that spp’ii-
cant bases its charges on shorter sorvice lives than those which 1t
roalizes from tihe use of its properties. 4tz charges to depreciation
expense are thereby overstated accordingly._

Bocause of the infirmities of sgpplicant's showing, it
appears that the data whlch was precented by the engineer provide the
better basis for authorizihg adjustments in spplicant's fares. Thus
Lt would scem that under the sought fares mplicant's common ¢arrier
services during the coming year would result in eah;ings of about

$LL,000 and an operating ratio of 91.6 percent.

Poplicant undertook to show the reasonableness of various of its
oxponse estimates, including that for adminisztrative expense by sube
mitting data to show that 1ts payments to 1tz officers (who are alzo
its stockholders and directors) are at rates that correspond to D&y
scales of other of Litc employees. Such wago comparisons do not estab-
lish the propriety of the total charges to administrative expgense
cince they do not show that avnomal charges are justified or re-
quired by special operating ¢circunmstances.

Through Lts charges to operating expense for materlials and supplios
during vho past six yoars, goplicant has dDullt up en inventory volued
at @pproximately 45,000 in excess of tho amount shown in its current
balance sheet for thoce Ltems.
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The amount of the carnings estimated by the engineer is
somewhat greater than that which would be considercd under usual
¢ircumstances as rea;onable for the operations involved. In this
proceeding, however, it appears that deviation from custoﬁary stand-
ards is justificd by the precarious state of applicant's finances.

It appears that such benefit to the public as would result from
nodification of The company's farc proposals to bring about a re-
duction in the anticipated earnings is outweighed by the need to

assure the continuity of an essential public service. In view of

the ianstablility of applicant’s“financial position, and the attend-

ant hazards to itec operations, it is concluded that the probable
ecarnings {rom the proposed fares would be reasonable. The sought

fare increases will be authorized. This authorization will be made
c{lective ten days after the date of the order herein because of ,/
applicant’s c¢ritical financial situation. v

Upon careful consideration ¢f all of the facts and circum-
stances of record the Commission is of the opinion and finds as ;
fact that increases in applicant's fares, as proposed in this pro-
cceding, have been shown to be justified. To this extent the appli-
cation will be granteu, Applicant requested an interim adjustment
of its fares pending hearing of the matters involved. In view of ”
the order herein, the request for an interim fare adjustment will

be denied.

Public hearing having been held of the above~-entitled
application, the evidence received therein having been fully con-

sidered, and good cause appearing,

-8-




IT IS HZREBY OARDERED that Foster Transportation, Inc. be
and 1t is horeby suthorized to establish, on not loss than five (S)
days' notlico to tho Commission and to thoe public, increased fares as
f:'ollovr:::
FARES INTRAZONE INTERZONE
Single-ride adult cash fare 15 cents 20 cents
Adult multiple-ride ticket 2l-ride, $3.00 16~ride, $3.00
Student multiple~-ride ticket 33=-ride, $3.00 25-ride, $3.00
I? IS HEREBY FURTHZR ORDERED that in addition to the
required filing of tariffs gpplicant shall givo notice to the public
by posting in its passenger vehicles an explanation of the fare
changes.  Such notices shall be posted not less than five (5) days
vefore the offective date of the fare changes, and shall remain. |
posted until not less than ten (10) days after sald effective date.

IT7 Is HEREBY FURTHZR ORDERED that the authority herein

granted shall expire unless exercised within sixty (&0) days after

the offoctive date of this order.
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IT IS HEREBY FURTHER ORDIRED that except as provided
hereinabove, the application in this proceeding be and it is hereby

denied.

This order shall become effective ten (10) days after -

the date hereof.

Dated at 0/ ,ﬂ,,n /, , California, this ?Z"“/ day of —

=3, SR
Crrerr,

~ ol

Febmary y 1953 -




