
A. 34399-VO 

Decis10n No. 49309 
~ ',!, 7"'" "~' 

BEFORE THE PUBtIC TJr!LIT IES COMMISSION OF THE STP..TE OF. CALIFO?Jl!A 

In the Y.atter of the Application of ,) 
KEY 'SYSTEM TRANSIT tINES,' a cor~or- ,) 
ation, tor an orde:r p'l.:Zrsu.ant, to.L'" :') 
Section 451+ 'of the Public Utilities , ,) 
Code authorizirlg the esta b11sbmont of. .:) 
L~cl'eases ~~d adjust~ents 1n r~tcs and .) 
fares for tra.nsporla.t10n of passengers. ) 
between pOints in the Counties of. 'Ala- ) 
::leda and. Contra Costa, and. the City o.nd .) 
Cou.."'lty of San"FrOllcisco, in the State' ) 
of California. ) 

A;ppearanct;;:s 

Application No. 3*399 

:Donahue, Richc.rds, Rowell & Go.llo.ghcr, 'by Fro.nk 
s. Ric~rds o.nd George F. Thomas, for ~ppli­
C:lnt. 

Dion R. Holm, City Attorney, Po.ul t. Bock, for 
City ~nd County of San Fr~ncisco, intcr9sted 
:po.l"ty .. ' '. " 

Arthur M. Co.rdon, ror City of' San teo.ndro, 
'interested, party. . . 

J .. Mo.reus·ED.rdin ~nd Clair w. M1cLeod, tor City 
of ~icdmont, :tnt ere st cd. po.rty. " .. 

Fred c .. HutChinson, City Attorney, Robort T. 
Anderson" A:;s1stant' City Attorney, for City 

'of'Berkeley, interosted PCl.:rty. 
t .. R. Ficluin,City Mo.nager, for City of Ho.ywo.re., 

. interested. . P'lrt'y.. " . :. , ' 
J. P. ClO.rl~, tor City,of Alo.modo., intorestod·~po.rty .. 
Mrs. Ko.thio Zclhn, for hersolt as 0., protosto..."'lt ... ' 
Arthur J'... Mel1~ 1 for himsolf o.nd as,' Vieo-Pl"esid6nt. 

of our Lo.dy 01"' Lo'Ul"des Do.d's Club, protesto.nt .. 
Vincent S. Bruno, rot tho Dimond Improvement Assoc-

1c.tio~, protestant. .,' '" , 
Wo.ynO E •• Thompson and. Shottill, LUke, tor City ot 
. Richmond, protestant.. 'I" 

Maude Severson, tor herself,:protestant.' 
Hor~ce Chisclin, for" himself , .protost3.nt.o 
Y~rston"Cc.mp'bell, Jr., for himself, interested 

pD.rty •. 
Edward R. Plotner, for City of Albany,intorostcd 

part)'.. . ' " .. 
John W. Collier, City Attorney, :tor City of Oc.l-clo.nd, 

-1nt erest ed pc.r.ty; :. . 
J. T.. Pl'lelps o.nd T ~ A •. Hopkins, for the Comm1ssion 

St~f.. • 
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r ..... ,',. , 

.. ' '''''''''0 . 

The Key Systom Tl"ansit;..Linos ,'is, cng~god, in, the: t~D.nsport~­

t.ion of pD.s sengers 'Wi t~ ,and bott,e~n~ Ells~ Ba.y commUni tics Dond "oe-, 

tween thoso communities ,::md Sa.nl.Fro.nej.,sco. , .,l 

; " 0.' By:, this o.~plic9-~ion, a.s o.mcnded, c.uthority is sought to 

osto.bliza. increased tc.res. ," ..•. 

": ' Public, heo.r,i.'"l.g ·of the,· a.pp11co.ti'on 'WtlS held in Oa.klo.nd on 

October 16, 1953, before Com.m:tss1oner Po·~ter a.nd ~m:tncl' ~ke. 

The record shows thAt o.dvo.nco .notices of· the hec.rir..g were: duly. 
I • 

posted: in o.pplico.ntTs. opero.ting·cqu1pmcnt,o.nd'1n its term1no.ls. 

In o.dClition notices' of the hoO-ring were published in newspo.:pers ,:' 

of generCll circulation in tho o.reQ.·,served o.nd were sent ,to persons . . 
.:mel orgo.nizo.tions believed to be interested.: Evidencc·w:.ts,Sub­

~ttcd 'by :petitioner, by members of thc·.COmmissi0J?-fso ' stc.f!:, by 
• • • •• I I 

J)tltrons of' o.p:p11cant's lines, o.nd by other :PQ,rt1os interested in 

the proposo.ls., 

. The present fa.res o.nd, those which,,:o.pp11co.nt seeks to cs-
H • 

tablish o.re sot forth in the following t~blc. 

0" 

r",.,',"'" 
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" 

1st ZQM;~. " 
Adult Ca.sh 

, 2:0':'R1de Commute 
:.',Child Ca.sh 

41'd ZonS'" '., '" 
Adult Co.sh, -
2''X:ril' 'X,1ckct ,. 
2o-;.Rido Commuto 
Child Co.sh .. 

"\. , ' 

3rq Zona . . 
Adult, ~sh -:-
2 'Trip Ticket .. 
20';;;R1do Cow:ru.te 
Child Ca.sh 

Tre."sutz· !sl::~nd 

...... ' .... 
.. e' ,'.' 1/' ::. .~ 

Prgsent 

,,"S,¢ , 
$6.50". 

l5'¢ 

If.6¢ 
.' "75¢ 

$7.5'0· 
20¢ 

T ; I; - Eo.st BD.y - T 011 P~y 20¢ 
T :I; ~ E1st &y - Toll Free 15¢ 
T;I; .;. S;F; - Toll Pay l,¢ 
T .. I .. :. S .. F. - Toll Free lO¢ 

Intry.z~ns. 
Ca.sb. 
Token', 
School . 

' .... ~ "Toll Pla.~ ,. 
'" ., 

? Z:?n~ 
Cnsh 

School 

3 Z?no~ 
Co.sh .. 
School 

A'l OVerride;;; - Tr.,ns'b.?y ond toc,?1 

··f .. 

i~~ 
None . 5¢ 
15¢ 

25¢ . . 
5¢ 

t.. ., 
3,¢ 
lO¢ 
. '. 

10¢ 

... 
, ' "56¢ . 

$ 8;,0 
20¢ 

.. 6o¢ 
,', 'None' 
$lO~OO ' 

2,¢ 

, 2'5¢ 
20¢ 
2:0¢ 

" 15¢ 

" . '20¢ 
.. 57901;' . 
1;.0/$'+;00 

2'0¢ 

t. '" .. .' 

39¢ or ".:,' 
One Token" a.nd. lO¢ 

40/$4.00 

'" 

~/i~~~~ 
!2¢ 



", Applic.:l.nt f S f.:l.res wore l:l.st o.djust cd "oy Decision No.. 47432 
.'~ . -". . .... ". . , 

of July 8, 1952, ,in App11c:l.tion No .. 33113~ App11co.nt contends t~t 
.. t.' .... .... '.'., ,.,.. • ,~ ... , .... r" ,', ,,' ~", .. " "f.' ~ .. ~ I ~, .l, .. ~. 

the net c:l.rriings a.nd' ro.to 'of rcJ~urn a.nt1cip~ted tinder 'Decision No ... 
, • ... , .: 1'(""" j.. ''', • . " " 

4?4~Z'; supro., hc.vc not b¢cn reo.~izod ~ thAt sinco' the~ ~$t f.lre a.d-
I' ,t.. •• \.. " , ", 

justment the' costs of' ol'oro.t1ons have suosto.nt1c.lly ·:tncrcc.sed duo~. 
• • • \, , ... , I ~'1 

to incrco.scd wngcs, inero~sce fuel t~xcs, incr?.:l.scd lO~.:l.l rr.:l.nch1s~ 
~ , ... ' •• , • ! ". " . • I 

tD.XCS . .:l..",d upw:l.l"d a.djustments'in other e~onses.. It a.lso' contcnds 
tI"4 I " ,. ", ~:" • '".' (,'. " '.' 

t~t the down~rd trond in po.tronagc· 1s grca.~er thAn wns.:l.nticip.:l.tod . 
f" "" ~ " ..' 

i..."'l the 0. bovo: ,ro'ferrocl t'e)" decision. ,'. "" ", . ' 

Accord:1ng to a.~1'11'c~nt,,. 'W'O.go incroa.ses for. ~m~l?y~es Will 

increo.sc· its ~nnU6.1. OJier.:l.t~ng·costs a.pproxim.'ltoly $700;OOO'~~r 

proscnt fo.:rcs·;" Inc:reo.s·od'· to.xcs: a.nd matori.:l.ls' 0.nCl. s~:w11'o~, 'Will' 
, .,," 

furthcr increase; cxpcns~~ ~pproxiinn.tolY $90;OOO~" It is' ~llcgod tho.t 
~., 

tho'downW:lrd trend. 1n tr.:l.i'i'ic ex:Poricn¢od':·'d·~i..'"'l.g. tho pa:st' two yo:irs 
, " 

w1.11:b'o o:6c'oler.:l.tod, by 0. lOSS' of pa.tronc.ge duo"to 0. ?6~o.Y worl~ 
...... 

, . . 
, -,., .. ,", 

, ,. 

'+", . : Exb.1'bits: ~ere sub~ttCd co'nsist1ng;o~ oporo.ting st.:l.to:oon~~, 
, . 

• • . • ' ': .. ~, ." • : ., I "I' i • ' • • I. • • 

studios of tro.ff1c trends, r:l.to bcsc'sto.tcments, cstimntos of futuro' 
, , . " 

• _~. "', : ,- • . ', . t ~ ~": '0,:" " 

mloo.ge o.,.,.."d toreca.st's· of~' est.:imted results' of ol'cro.t10ns for' 0., test 
,,' . • ill' 

" • _ .......... :,",,' ,..... " • ..' • p'IT ", .' • • " .~' 

yoo.r' under pl"oscnt" proposed'i,o.nd a.ltcrno.to fo.ro structures. 

It :'1s' to 'be;?-otod thii:t here" a.s· in D.:l.5t' 'prbceodi:ng.s involv-
" , 

ing', this carrier',the 'Csti~ted results'of oporo.t1oris:'were detcrmncd 

by troo.tir..g: the opero.tions' of K~y";SystCtl and its'pClront<~o:o.p6.ny,. the 
. . , . 

R:.il~y EClu:tp6e~t' dna Reo.lty' Cotlp.:.ny, Ltd.,~.on 0. conso11d.:l.toc1'''oo.s1s. 

Bythis'tlcthod of:troo.t:c.ent o.ll f'1xlencial trClonsact1ons 'betweon'the . . -
'. 4 ~ '. II '. I' • 1 '. ..' p , • '1 

carrier and"'1tz"po.rcnt 'co:o:po.ny :l:re~ clitlino.tedfrotl'considera.tion' in ... 
,'. I. I.. 'i . .. 'I I.. • .... , ' '. ~ ~. -'., .... 4., • • • I t' 

doto~ the 'rcycnu~ 'needs of the c~rrier 'for fo.rc-ma.king pc:r-

'poses;· The figuros sot forth :t...." tho follo~g to."olos"·were ·ta.kcn~ 
.,,' . 

from.' these "cXli:tb1t~· .. ··,' , , 
,', ;, 

. 'To.bloNo. 2 s~ows< tho :9stil:lD.tcd resUlts of opera.t:tons 

undcr prosent ~nd proposed,i'a.ros. 

1 . ' 
. .,Thc strike poriod' :was f~otl .. July 2~ to Octo.bor. 8,.1953;. a.1L.sorvices 
were susp~nded during this period.. .' . ..' 

~. ~, " i '. ' .. 
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TABLE NO .. 2 

Estimated Results or Operations Under Present And Proposed 
Fares For The 12-Month Period Ending December 31, 1954 

Present Fares ProEoscd Fares 
Commis- Commis-
sion ' sion 

AE:elicant Engineer A:e;elicant Eng2:nccr 

System Operations 
20,560,100 ZvIileages 20,248,800 19, 773l 200 20,l16,100 

Reve:lues ~11,690,1.3S $12,09$,700 $1.3,972,456 $14,378,900 Expenses 12 S6~ ~~4 12?SS~ 100 12,712,527 12',7371 300 Operating Income (~17: §) (18 :4(0) 1,259,929 1,641,600 Income Taxes --- --- 5$1,593 772,700 Net Income (g: ~1§' 3~~) (~~~~g) 678,336 S6e,900 Rate Base , ,3 7, " 8,239,358 '7 ,22S, 700 Rate of: Return --- -- .. $.2.3% 12'.0% Operating Ratio a:f'ter 
. 

Taxes 110 .. 09% ' 106.5% 95.15% 9400% 
Transbay Operations 

6,066,900 5,$00,600 5,926,100 Mi1eagos 5,1942,900 

Revenues $4;4.34,107 $4,556,900 $5,362,918 ~5 ,489;, 500 Expenses 5,O~' ~6S .5,014.000 5/0.35,128 4,966,800 Operating Income (~L: EI) (lj37:;Joo ) .327,790 522,700 Income Taxes, --- 151,.310· 261'100 
(022 ~ 4t>Y) (~) 

, . Net I.."'lcomo 176,480 261;600 
Rat~ Base 3,879,651 2, , 0 .3,$79,651 2,960,100 Rate of Return --- --- 4.55% $.$% Operating Ra,tio, after 

Taxes 114.74% 110.0% 96.71% 9$.2% 
Local Opera~ions 

14,.305,900 14,493,200 1.3 , 972', 600 14,190,000 Mileages 

Revenues $7,256~0.31 $7~ 541, 8CIO $$,609,538 $$,$$9,400 Expenses 7'j~5;H~ 7;SZ~ ~lOO 7,677,399 7,770,500 Operating Income ( . , ) (~~l. 2~O) 932,1.39 1,11$,,900 Income Taxes --- 430,28.3 511,600 Net Income (~) (~§:~g~) 501;856 607,.300 Rate Base 4,) J 7 4,20 , 4,359,707 4,26$,,600 Rate of Return --- 11.51% 14.2% Operating Ratio after 
Taxes 107.25% 104.4% 94.17% 93.2% 

( Indicates Loss 

-5-
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Differences 'in 'the companY's'and 'staff's :figures ap:pe~r 

in ;the estimates o.fpassenge~ revenues, 'operating ~'Xpcnses and "in 
, , 

~he 'd"epreciation expense and rate base. :Thcy'Wi'll ''00 ciiscussed. 'in 

the order named. 

Revenues 

The differences 'in 'the' forecasts '0£ oper~t:ing reve~ue as 
" , 

will be noted f:-o:n the 'foregoing table 'are ~sub~tantial. The companyTs 

figures f'orprobable system wide revenues '-:rdr ;i'he t'e'st :year under 
, " 

, • ,j ", • \ po! t f' I j'"', • 

p:-esent fares are $111 690,13$, while the engineer estimated 
. ' 

... r • , .:. ,,' t ~ ,,'. . ' 

~12'~09S, 700, the difference between the two \;!st1nlates 'being $40$,562. 

Both estimates are the product of 'the judgtlierit 0\£ 'm.enhighly skilled :in . , 

mald; .. '1:g such determinations. 
. ,,' ' " " " ,I: 

Both e sti:na.tes we're 'predicated upon the 

trend in traffic experienced by the carrier', adjusted to reflect the 

pat'ronage which "..:ill be lost to the carrier as a result of' i'ts 76-day 

strike a.."'l.d the traffic which would diminish due to resistanco ,'to 't'ho·"""" 

higher fa'res here sought. The pr:1.ri'ci'pal d~ifferen'ee appears to stem 

from estimating the normal downward trend-of tr'affic and in est:imating 

the loss of traffic due to the recent strir~e.. With respect to the 

latter, the c'ompany Wit'ness wa,$ of the opinion that a 6:'5'$ perc'~nt 

decrease would result in all services excopt those rende:~ed under t"hC 
school children'S fares. 

. ," ;' j.., The Commission's engineer estimated that the 
• ; .. , ...... "t> ('. 

tra.."'lsbay service would experience an S percent loss on week days and 

a 4. percent loss on Saturdays an~ Sundays. He estimated that: the loss 
" 

in local traffic would be eo percent of the transbay loss~ The 

company Witness testified that in arriving at his estimated loss of 
. . ". . 

~raffic he gave, conSideration to the effect of a 17-day strike o£his 

company in" 1947 and to the effects upon the traffic eXperienc~d by 
the P?cific Greyhound Lines' Marin County operations as a result of a 

7~~day strike in 1952~ The staff witness stated that he also gave 

consideration to the effect of the work stoppage experienced by 

'-6·· - -



Greyhound in determining the percent loss on trans bay weekday traffic 
, ~ I ' 

but that his, othe,r ostimatos were "'pur.~ly an opinion." Because more 
" •• I, 

reliable data or criteria upon which the estimates of traffic loss 

can be bot~omed are not available, we believe a reasonable baSis; 
" 

t.herefor is t.he result of' a composite of the estimates 0'£ the two 
. . 

witnesses. The estimates of the staff witness however with resp~ct 

to d~n~tion of traffic due to resistance to higher fares and with 
' , , • 1,.'" 

respect to token use will be used. 
, , , 

'/' , ' ! .' 

vlith the adjustmonts hereinabove indicated, tho estimat.cd 
• ", •• ' • \ '" _I', , \ ~ 

re~~nues which may reasonably be expected under the present and 
" ~ , 

." . , , 

proposed fares for the test.year would be as follows: 

TABLE NO .• .3 

System Local 
-', 

?resent Fares $11:o"?.93,700 

P::oposed,Fares 14,182,200 
, , ' 

Transb.~i': 

$.4,494,600 
", I' ",'I 

;,430,900 

$7,399;100 

$,,751,.300 ' 

q:oerating Expenses 
' ••. I.' 

.' . ., • ' .. ,,"1 , ' 
. I , ~/.' 

•. ~ ..... I' 

Aithou~~ substantial variations appear in somo of ~he 

~~ticipated expenses, tho over-all results of the estimates, ~s will 
"_,' : I •• 

be noted in Table No.2,' arc so' close th~t a detailed a.."'lalysis is 

unnecessary. 
~ ... ,). 

However the circumstances under which some of the 
. . . (~,;: 

expenses are claimed, are such as to require commen'!;. 
·'1 ' 

L"'l the development of anticipated variable costs (those 

costs associated with miles of o~erations), the company esti~~~ed its 

o.:mual :::lileage for the 'Cest year as 19,773,200. This estimate, 
' , , 

according to the record, is 1,,786,700 miles less than the mileag~ '. , 

operated in June, 1953, converted 'on an annual'basis. 
. 'II"' 

The CommiSSion 
I '1",# I ~.:"1 , ( 

engineer based his estimates upon an anticipated mil:eage of 
.-

20,ll6,100 miles. It was stated 'Chat this mileage estimate was made 
" ,.,: .-;. 

on the ass'UIllp~ion that the same standard of service would be provided 

-7-
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throug..'t·out the system as that offered to the public prior to the work 

stoppage, irrespective of the Commission's maximum allowable load 

standards~ It was assumed that under the proposed fares the same 
. 

route coverage of the area would be offered during the eame time 

·cover.1ge of the day as that provided in June of" 1953.. It is to be 

noted, h·o.~ever, that t.he engineer' S est~mate of the cost of incrcc.sed 
. . ..... 

wages exceeded by approximately $47,000 the ~ost which would occur 

during the r.1tc year under the ,terms of , ;the labor contract.. In 
• ,- J , 

dci · .. · a l. ... l.on, the- witness d~d,not. givc:~onsidera:tion to incroo.sc..d 1a.bor 

costs for clcctric.o.l employees, ~~~h wh~~~.the carrie;r expects t.o 

be confronted during;the rate year. A~cording to the: record,. the.: 

c~rri.:.r h~s mc.de il firm. off or .. to the clectric.o.l workers· of incr~~$es 

identical,to those recently gr~nted other. employees. The o.mount.in-. 
, ;, . , . 

volved.for t.hc tost yo.o.r would .be approxima~cly ~1~,500. Although ,at 
. , . ~ 

the time of heD-ring the offer had not been o.cceptcd by thu employees, 

the compD.ny s,tat e d I thct final settlement would aot be less thc.n the ..,.....,' 
/~.-..J'o<.-: 

amount offered. 

. \ We ~rc of the opinion thc.t ~~c estimatoso~ the Commissionts, 

s~C\ff, o.djusted to provid~ for wc.gc incrc~ses in c.ccordance with the . . ' 

terms of the l~bor contr~ct c.nd cdjustcd to include the incre~scd 

l~bor costs which n".c.y rcasonc.o1y be ;:.nticipnted for .. the clcetric.:-:.1 

workers, 1'o.ir1y reflect. the results which mey be expected during the 

:".'lte year. Moreover, the stc.ff T s {;:stiml!tes I c.djusted ~s indicr.ted 

above, would cr.~ble the c:lrri<:r to D.ccord .'~. fullmc.1surc of service 

to t h~ :public. These ostim"-tcs will be c.do,Ptcd .. 2 ,It is to bo noted . ,,' 

that of thGse ~xpcnses c.pproximntcly ~142'1 SOO under, tho proposed f~rcs 

would be p~id to the vc.riou$ cities in th~ form of franchise taxes. 

2The company cl.:.ime:c. approxim.2tely :;"93,000 for cer.cc.in tr:;',ck' ~b: ,,' ;- .. ' 
building no portion of which, however, w~s n110wcd by the engincer .. 
This ~mount is lc.rgely offset by the difference in the two cstimat.es 
for deprociation. 

-$-
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Rate Base 

For its rate base and depreciat;'on expense, the coopany .. 
used its recorded book figures adjusted to the mid-point of the 

rate year. The amounts claimed were ~S,239)35S and ~1,014,96~, 

respectively~ The rate base and depreciation expense allowed by the 

engineer were bottomed upon the rate base de'termined by the Commis­

sion for ~ate-making purposes in DeCiSion No. 48687) dated June 9, 

1953, in Case No. 5259, as amended, adjusted for additio;lS and 

betterments and for depreciation and amortization expense to the mid~ 

point of the rate year~ The amounts thu:;; developed are as follows: 

TABLE NO. :3 

Rate Base 

Depreciation and 
Amortization 

t7,22S,700 

$1,115,100 

The engineer's estimates founded upon values d~clarcd by 

the Commission in DeCision No. 4$6$7, supra, will be adopted. 

~Jith the adjust.ments hereinabove indicated, the results 

of operations for th~ test yoar which may rcaso~bly be anticipatod 

under present and proposed i·ares arc as follows.: 

-9-
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.' ", ,< I,t .!". 

TABLE NO.' 4 
• ,; I 

, , . 
,I. . " ..... '/'.: '.,. . 

Estimc:tcd R<;sults of' Oper.:.tions: 'Und.or Pl':osent And Proposed 
Fares For 12-'Month Period Ending.:De.cembcr ;1'1 1954,: 

"A d. jus ted As, Hereinbcfore~' Indicil ted. 
. ~ 

'. .. . 

Pr~~·ci~t";·.F~rb'~· prop~scd F6.r~~ 
System Op~rations 

Revenues' 
Exp<::nses : ..... 
;.djus t 'It!:.:.go Incrca.se To Con.tract 
Allow Electric ~lc.gc IncrcQ.So 
Ad.justcd·: Expenses 
Oper~ting'Incomo 
Income Taxos -
Net Incomo 
Rate' Base 
Rate of Return . 
Ope~ating Ratio After Taxes 

Transoay Operations 
Revenues 
Expenses, :" .. 
Adjust Wage Increase To Contract 
Allow Electric 1.iage Increase 
Adjus~ed Expenses 
Operating Income 
Income Taxes 
Net· Ineome 
Rate Base 
Rate of ·Ret-urn . 
Operating Ratio After Taxes 

Local Operations. 
·Revenues 
Expenses " . 
. Adjust Wage Increase To Contract 
Allow Electric Wage Increase 
Adjusted Expenses 
Operating Income 
Income Taxes 
1~ et . Income 
Rate Base 
Rate of Return 
Operating Rat·io After Taxes 

• j 

( ______ ) Indicates Loss. 

- .~ J 

(954, gOO) 
7,22$,.700 

" >~,.lae~,O% . ',,- " . .,... ' 
, 1,1,' 0,:1,." •. 

,' .... :.. "'~;;-:~ 

'"l 

'_f, .,',1;' 

(44~.800) 
4,25.,600 - . 

l06.0% 

rio 
/,.;-" .. ~.~ .. .:..~, 

~14,:,le2~:206 ; 
12~ 7.2i';'~ 900 . 'tit ~~) '. ,5 
12,'.699,,: 200· 

l,,4$3i OOO 
692/S00 . 
790:;200 : 

7, 22S
i
700: 
0.9% 

, ,,94.4%· 
;...-..J .•. ;,. •.••. . , . 

. . '''' .. ,_. 
, I,' 

$ 5,430,900, . 
4,.966",200 
, (f@:rag)' 

4,95$,500: 
. 472,.400· '. 

2;:5:;400·.' 
237;000,-

2,900,.110' , 
S.O% ' 

95.6%, 

. ' 

Representative·s of the cities- and communities herein in­

volved participated in the development of the record. Several patrons 

of applicant t s lines testified in opposition to tho fare in.creascs. 

-10-
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generally. Some of the witnesses were parti,~,u~arly con,cerned with the 
• • • ~ I 

. ";,,' ,'., a:D.oun't,' of the increase in school fa.res an~ w?-th the proposal of the 

',," . 
,'I· .. 

cocpa.'1.y'to sell these fares in multiple lots. 4 
. . ~ , 

Protests were "also made with respect to the curt,ailment of 
, 

The witnesses tcsti-
.. , 

fied that since the work stoppage applic~~t had failed to resume 
I',' "', '" 1 

service on certain lines and that it had publish.ed, time schedules 
"., . '. 

indicating discontinua.."'lcc of service on other lines. 

Conclusions 
. ~, . 

It is apparent from the record that unless applicant is able 
. 1(.," . 

to develop additional revenues, its ability to continue to render an 
._, I 

adequat'e service to the public Will be seriously jeopardized. It is 
, I ' 

estimated 'that under present fares applicant will suffer a. net loss of 

approxicately one ~illion dollars during the year 1954. This loss is 

occasioned largely by increases in the cost of labor' arrived at .,/ . .' 
.,'" 

through: collective bargaining proccsscss and through the loss of ./ 

t·raf'fic stemming from the effects of the strike and the general do'WD.­

.. ',' : ': ward,; t;rend of passenger traffic. It is clear that increased fares .... 

. iare· necessa.ry. It is apparent, however, that the indicated system 
. ',,' 

. ,earnin:gs of more than, $790,000, reflecting a rate of return of almost 

.~:' 11 percent and resulting in an operati;?-g ratio of 94.4 percent al'ter 

',"prov-lsion for incom~ taxes, are greater than are reasonable, 

. ,'.~:. 'especially when viewed in the light of the fare increases necc'ssary 

, ;t,o. prod1.!ce- them.' : 

"'4" '; 
. The .. ,prescn.t.. .s.choo--l·£are is 5 cents 'cash when presented with a 
"'school identification card. Under,a.pplicant T s proposal the fare 

" . would be 10' cents and WOUld.. have to be purchased in lots of 40 
" rid.es~',"· Under this' basis a ~chool child not having a book ol' 

';v' ',' 'tickets would be required to pay a minicUI:1 cash fare of 20 ~ents. 

-11-
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The Commission ~nginecr submitted ~sti~tod results of opcr-

ations under two altcrn~tivc fare structures. Ono of them contem-

pl~tcd the same local cash feres as proposed by applic,lnt oxcopt th.?t 

tokens would sell 4 for 70 cents and school tickets 25 for ~2.00. Fer 

transb~y, operations th0 commute fcircs would be $7~50, ()9~OO ~nd $11,50 

for Zones 1, 2 and 3, respectively. This £~re structure is not cquit­

\lblc end the results thereunder r~re dispro?ortio~to ~s between tho 

two servic~s. The other' fare strUcture, proposod 0.$ :In o.ltcrn...'=I.tive by 

the enginc~r, is as follows: 

TABLE NO. 5 

Irappbay Far%'. (.ID'hludiD~ Toll and Tax) 

Between San Franc:iic./')" . and:' 
1st Zone, 

Adurt Ca:sh' 
20-Rid'e Co'minute 
Child Casli' 

2nd Zone. 
Ad.ult Cash: 
20-Ride Commute 
Child cash 

3rd Zone 
Adult Cash .. 
20-Ride Commute 
Child Cash 

~reasur~ Island '. 
T.1. - E. Bay ~. Toll pay 
T .I,; - E. Bay - To!l Free' 
T .!. - S.F. -" To1.1 pay 
T.I. - S.F. - Toll Free 

Intrazone 
Cash 
Token 
School 
Toll Plaza 

2· Zones 
Cash 
Token 
Seho'ol 

3 Zones 
Cash 
School 

Loca.l Fares 

Over-rides - Trarisbay-'and.Local· 

50¢ 
~ $.00 

20¢ 

60¢ 
~ 9.50' 

25¢ 

70¢ 
$11.-00 

25¢ 

25¢ 
20¢ 
20¢ 
15¢ 

20¢ 
6/':'1.00 

25/~2' .. 00 
20¢ 

'j0¢ 
Token .;. lO¢ 

25/$2'.00 

35¢ 
25/$2'.00 

l;¢' 



It is to be noted tha"; this .. fare, structure includes a 

school fare of 8 cents which would be sold in ,books, of 25 rides for 

$2.00. According to the record, applicant's patrons .prefer a cash 

fare rather ~h~n a multi~le ride fare as here propo30d: . Moreover,. a 

cash fare, according to applicant's witness, is c~sier to adminicter 

in that it eliminates almost entirely the problem of the distribution 

of the multiple ride books. The amount of increase under this fare, 

however, is more than is reasonable. Under the circumstances tho 
Corm:n.ssion :f'i.nds that a 7 cent fare is reasonable: It will be ' 

authorized as a cash fare. 

This fare structure would produce th~ following operating, 

result.s $:ich we hereby find to be reasonable: 

Net Income 
Operating Ratio 
R.:l te of, Return 

TABLE NO. 6 

Trans bay .. -Loc al~:' System, 
0pQration's Operations Operations 

(After Provision for Income Taxes) 
, . 

1~ 306;000 
90~3% 
7.2% 

In the light of the cireumstanc'os of record~ fares which 

would produce-thes~ results are fully justified. 

There remains to be discussed the st~ndard of service to be 

accorded by the appl"icant under the proposed fares: As heretofore 

indic~ted, the expenses herein allowed in detem.ining the estimated 

results of oporations c~ntemplat~ that the same standard of service 

will be provided throughout the system as that offered to the public 

" prior to the recent work .stoppage and that the same route coverage 

of. ~he ~rea will be offered during the same time coverage of the day 

as that provided in June of 1953~ It:. the circumstancos applic.int will 

be rcqui:.recl. to accord such service: and route covcrag~ as'it provided 

in June of 1953 unless otherwise authorized by the Commission: 

In light of ~he several fare incrc3scs grcntcd to this 

applicant in the recent past and ~e results flowing from such' 

increases, it is not beyond the realm of possibility that the 

, 
(/ 
i 

" 
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operations of this carrier are c1o$01y approaching the economic 

level governed oy the law of diminishing returns. Only experience 

can demonstrate when such level is reached. There is no legal pre­

sumption that an increase of rates will increase revenue or that a 

decrease of rates will decrease revenue. (Chicago etc. Ry. C$. v. 

Wellman, 143 u.s. 33$, 343-344, 36 L. ed. 176, 179'.) In order that 

we may know as soon as possible ·"hether this carrier's operations 

are running afoul of the law of diminishing returns, we will direct 

our staff to make'periodic checks of applicant's operating results 

a.."l~ to report their findings to the Commission. 

The Key'- System i;S admonished that it holds no monopoly 

for the transportation of passengers between the points it serves. 

~~ile the Commission sees justification for the increases in rates 

"lierein allowed, it is 'mindful that such rate increases ,do not 

constitute a' complete and satisfactory solution to·:'the problem now 

'existing. Key System operations are in direct competition with. 

automobiles operated oy private individuals or in so-called car 

pools. Neither increa.sed rates nor curtailment of' service provide 

a reliable answer to the problem. In this proceeding, as in past 

proc,eedings, the, record shows more and .more traffic being lost to 

th~ private automobile. Increased fares tend to stimulate this 

trend. Curtailment of service obviously has the same effect. The 

record makes clear that there is needl for' continuous review of the 

~perating policies of the System. Such reviews should be made in 

the:_ light of a. pllolic relations program in which the interest e£ 

all,coomunities served has been enlisted. Community ,and area. 

c0Il:~ern which manifests itsel~ through cooperative effort by 

management and communi,ty· leaders offers a pot.Clntial fer stability 

wh.ich. should not be ignored. 

The Commiss,ion directs the applicant to advise it within 

a.r.~asonable time'the action it is taking along these lines. 
Upon careful considcra~ion of all; of the facts and cir-. , 

cums:tances:', of reeord,. the C.ommiss.ion concl:1.lde's and finds as a fact 
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~hat the increased fares sought in this proceeding are justified to 

the extent hereinbefore indicated and provided by the order herein. 

o R D E R ..... -----
This application, as amended, having been heard and sub-

. 
mitted upon full consideration of the record, and based upon the con-

clusions and f'indings set forth ~n the preceding opinion" 

IT IS HEREBY ORDERED that Key System Transit Lines oe and 

it is hereby authorized to establish, in lieu of its present fares 

and on not less than five days' notice to the Commission and the 

public, increased fares· as follows: 

A. Transbay Fares' 

1. Establish a cash fare of 50 cents between San Francisco 
and points within the Centr~l Zone, including Bridge 
Toll ~nd Federal Transportation Tax as follows: . 

Rail -

Motor Coach -

Net Fare 
Bridge Toll 
15% Federal Tax 

Total Cash Fare 

Net Foro 
Bridge Toll . 
15% Federal Tax 

. 41.9565 
1.75 
6.2935 

50.00 

41 • .3043 
2.50 
6.1957 

Total Cc.sh F~re 50.00 

2. Establish a cash fare of 60 cents between San Francisco 
and points Within Zone 2, including Bridge Toll ond 
Federal Transportation Tax c.s follows: 

Net Faro 
Bridge Toll 
15% Federal TQ.x 

Total CQ.sh Fare 

50.00 
2.50 
7 .. 50 

60 .. 00 

.'3. Establish a cash fare of 70 cents between San Francisco 
and points within Zone J, including Bridge Toll and 
Federal Transportation Tax as follows: 

Net Fare 
Bridge Toll 
15% Federal Tax 

Total Cash Fare 

-15-

58.695,7 
2.50 
8.$043. 

70.00 
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.. ' ." ~ ~. ", 

4. Quantity Purchase Fares 
'1 ',;"., ...... 

(a)" EstabliSh" 20--ridc'ticket bo¢k to sell for 
$$.00 good for passage between, San Francisco 
and points within the Central Zone. , .. ~ .. _ ,- . 

(c) 

. ~.. . ., '. . 
./ Establish 20-ride ticket book to sell for 

$9.50 good for passage between San Francisco 
and .points wi thin Zone 2.,·;. _. .... 

, .. ,', 

Establish 20-ridc ticket book to sell for ~ 
$11.00 good for passage between San Francisco 
and pointswi~l,'li~ Zone 3. .' , 

, , 

Over-rides beyond zone'to which fare has been 
paid 1 as included in items (a) to (c) above, 
will be subject ~o an over-ride charge ,of 13 
cents per addic.ional zone. :": , " -; . 

, . ' .. 
. ,. ", ",.-

S. Child Cash Fares 

(a) Establf;b:l.:a·. cash fare of 20 cents for children 
over five years but under twelve years of age 
between San Francisco and points within Central 
Zone (su~~; fare including Bridge Toll). .., :". 

" .. 
(b) Establish a cash fare of 25 cents for children 

over five years but under twelve years· of age 
between San Francisco and points within Zones 2 
and ) .( such .fare including Bridge Toll). • 

B. Local Fares 
• • I. • :. ~,' • ~ 

1. Establish single zone fare of 20 cents cash, or 6 
tokens for $1.00 with transfer privilege to any point 
within zone to which fare applies.' . 

, ' .. ' .. r '.,' 

2. Establish interzone cash fare as follows: 

(a) Two contiguous zones 30 cents, or one token and 
10 cent.s. . , 

(b) Three contiguous zones 35 cents. 

Over-ri~es beyond zone to which fare has been pai~ 
~~ll be subject to 13 cents additional fare per zone. 

3 .. Eliminate present 5 cents cash school fare and 20-ride 
school book .for $1.00 and in lieu thereof establish . 
a cash .fare of 7 cents without zone limitation, ,­
i.e., good within or through any series· of zones 
in applicant ',S local service, between the, hours. of 
6:30 a.m .. and 5:30 p.m. only. " , 

4. Estab1i'sh ticket fare of 20 cents between Oakland Bay 
Bridge Toll Plaza and San Francisco or East Bay", 
Central Zone for persons employed at ~he Sari',Francis'co­
Oakland Bay Bridge Toll Plaza. Tickets for, this fare. 
will be sold only in books containing 25 tickets each. 
Users of such tickets may transfer into Zon.e,s;'2, an.d.~.3 
upon payment of interzone over-ride fare of.',).3,:, cents'c:' 
for each additional zone beyond the Central' Zone.~~ ~ .. ,; 

, . ,',.1 .... 
A,'" , .••• 
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, - ' 

, " 

c. Trea~ure '-1:srarid "Fa:r~s 
,~ ..,', . .. . 
1. Establish fares· be,tween Treasure Island and East Bay 

First Zone (Central) as follows: 
" ( ...'. :. J 

(a) U.S. Military Personnel in uniform (toll free) ~ 
20 cents .. 

}.' • ,I 

I ',' "',' • 

(b) Civilian - 25 cents. 
"" ....: . .' I", I "", • '~ 

2. Establish fares bet"dOen Treasure Island and San Francisco 
as follows: 

• "t,. ,",. f ,'.' ' •.• :. I 

.(a) U:S·: Miiitary Pcrsonne'l in uniform (toll free) -
15 cents. 

" . 
(b) Civilian - 20 cent~ .. ' 

., . . . 

D. In all other r~spe¢ts than as specifically set forth above, 
all rates,· rulos, regulations and privileges presently in· 
effect shall remain unchAnged. ' 

1 • , , .. 
I! IS HEREBY FURTHER ORDERE,D that, concurrently with, th~ 

" 

establishment or fares herein authorized and continuouslythereai'ter, 

unless otherwise authorized by the Commission, applicant shall 
. . 

provide: 
.', f 

, . 
(a) The 'same st~dard' 'of 'service throughout the 

system a~ that provided in June of 1953 .. 
/ ,I : ' 

('0 ) The. samerCl,lte, .coverageof the area' during the 
s~me time,.coverage ·0£ the day as that provided 
in June of 19:53. 

.' " ' 
, "t: " 

IT IS HEREBY FURTHER ORDERED that, in addition to the 
. ." . 

!"eo..uired filing and posting o~ tariffs, applicant shall give notice . . . 

to the public by posting in its 'busses and terminals a printed 
, ; .: . . '~ " 

explanation of its fares. Such notices shall b~ posted not 1e$$ 
~'.. I • • • 

than ten days before the effective date of the far~ char.~es, and 

shall remain posted until not less than twenty days after said 

effective date. 

IT IS HEREBY FURTHER ORDERED that in all other respects 

Application No. 3~399, as amended, be and ,it is hereby denied. 

-17-
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IT IS HEREBY FURTHER ORDERED that the authority "herein 

granted ·shall expire unless>exercised 'Within sixty . days after the 

effective date of this order. 

This order shall be'come effective twentY\days" after' the 

datehereoi'. 
-cit.! 

Datl~d at San Francis-co', California, this--!.o(: .... day' of 

November, 19.53 .. 

\ C0Clm1slsioners -.... 


