
4.S835 Decision ~o. __________ _ 

B':'::?ORE TF..E PUBLIC UTILITIES COM~:'ISSION OF THE STATE OJ? CP.LIPORNIA 

In the !'iiatter of the Application of 
LONG 3ZACB MOTOR BUS COM.?ANY req,uest-
ing author1ty to 1ncrea$e certain of 
its rate~ or fare. 

) 
) 
) Application No. 34812 
) 

------------------------------) 
Appearances 

John Mulholland and w. A. Baker, for applicant. 

Joseph B. tamb and Hen~~. Jord~n, tor the City 
---01 long Beach, protestant. 

Frnnk B. Austin, tor the starr of the Public 
Utilities Commission or the State of California. 

OPINION ON REHEARING 

Decision No. 49641 dated February 2, 1954 1n this 

proceeding authorized ~ong Beach Motor BU$ Comp~ny to make 

certain tare increases and service reductions. Upon pet1t1on 

of the City or Long Beach, the Commission suspended and stayed the 

operative effect of the dec1sion pending renearing. 

Rehearing was beld before Commissioner Craemer and 

Ex~1ner Bryant at Long Beach on !'I~rcn 3 and 4, 1954. The matter 
is ready tor decis1on. 

The record now betore th1s COmmission 1ncludes, 1n 

addition t~ the evidence developed on rehearing, all or the 

evidence adduced during two full days of original hearing and? 
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by reference, the evidence developed during hearings on two 
1 

antecedent applications. The eVidence developed before the 

rehearing has been summarized in prior deci:ion: and need not 
2 

be restatod herein. 

Evidence on rehearing vias submitted through the 

testimony of the trea::::urer of' Long Beach Motor Bue Compa.n1, 

t~~ee transport~tion engineers of the Commission starr, and 

the chief engineer of the Bureau of Franchises and Public 

U~ilitie: of the City or Long Beach. Nineteen additional 

exhibits were received. 

The company treasurer introduced the late:t available 

profit-and-los3 statements and revenue passenger statistiCS, 

data relating to tong Beach department store sales, and a 

:-ev1::ed forecast of operat1.on:; tor a. 1'uture rate year. 

The two Commission enginoers who had introduced the 

service study and operating estimates at the original hearings 

testified further concerning the methods' and procedures. 

Additional exhibits i~troduced 01 these tw~ witnesses were 

deo1gned to support the recommendations wb!ch they had pre-

viously offered. Both ot tnese witnesses were of the opinion 

that their original conclusions wore entirely sound nnd were 

further confirmod by the most recont opera.ting experience of 

the app11 cant company. The superv1s!.ng transportation engineer 

1 Application No. 343$1, Long Beach Motor Bus Co. tor an 
increase in fares; and Application No. 346$9, Long Beach 
Motor Bus Co. for a certificate of public convenience a.nd 
ne cessi ty. 
2 For discussion 01' the earlier evidence see Decision No. 
490W+ (,52 Ca.l. P.u.c. 739), Decision No. 49170 ($2 Cal. 
F.U.C. 791) and Dec1s1on No. 4964l, supra. 
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in charge of the preparation of operating estimates by the Commission 

staff, who had not appeared as a witness at the origi~ll hearing, 
testified at the rehe~ring th~t he endorsed ~nd zupported as his own 
the ste.ff operating forecasts of record in this proceeding. This 

witness introduced ~ddition~l oxhibits directed to the ev~lu~tion of 

cle~onts of risk ~nd to the problom of determining ro~sonoblo o~rn-
ings for urb~n bus operations. 

The enginoer of tho City of Long Bo~ch introduced 11 new 

exhib1ts, tho principel over-ell purpose of which wes to oxpl~in ~d 

con:f'irc the forecast which ho h~d mnde nt the origincl hocrings nnd to 
ch~llengc in 5000 respects tho conclusions ~nd estioctes of the 
Co~ission engineers. 

No other Witnoss testified. Although the ~~tter w~s well 
publicized by tho Long Bc~ch press, only tho ~pplic~nt, tho Co~ssion 

st~f:f' end tho represontctives of the City of Long Beech p~rticlpctod 
in the renenring. 

Tho following tnblo shows tho opornting cstiontos of record 
on bcsis of present f~res .~d services tor tho futuro yenr: 

TABLE 1 
Esti:lt:l:tcd Rosults or Opor~.t1ons tor tho R~te Yonr on 

Bnsis of P~osont F~rcs nne ?resont Servico 

f O,cr~.ting Revenues 
Opor~ting EXpenses 

Opor~t1ng InCODO 
!ncomo T~.xcs 

Not Incocc * 
Rete Bi'.sc 

R~to ot Return 
Opcr:"ting R~tio* 

Applicnnt 
$2,014,930 

2,145,30..2 
$ (130 ,375,) 

$ (130,375) 

$ 819,358 

l06% 

Coooission City of 
St."'.ff , .. ong Be~:ch 

$2,058,1;20 $2,227,6667"" 
2,120,,882 2,1.23,202 

$ (62,467) $ 104,~~ 
47,5'61 

$ (62,467) $ 

$ 807,lr4; $ 

103% 

5'6,903 
816,082 

7% 
97.5% 

( ) - Indic~tes loss. 

~ Includes ~1nor nonopor~tine iteos. 
* After provision for incooo t~os~ 
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The :f'igures suboitted by·the C1.ty engineer, ".S sUOtlC\rized 
in the foregoing tnblc, were not offered ~z ~ revised current foro-
c~st out rnthor ~s ~ roc~lculetion of his estionto for 19~ ~s intro-
duced nt the or1ginel hccring. They do not ttikc into eccount nny of 
the decline in pctron~ge ~nd in opcrnting revonUes that occurred 
since August 1953. 

The record shows th~t whcre~s o~rnings ~ccruod to Long 
BeC\ch Motor Bus Coopnny durin~ the first pert of 1953, finnnci~l 
losses ~nd traffic declines h~ve boen surrorod in overy Donth since 

. 3 
July ns indic~tcd in the onrginnl t~bulntion. Origi~~lly; the City 

. . 
of Long Bench had opposed nny incroase in feres. At the rehe~r1ng 

, . .. ' 
its, engineor tes titied: "In fo.co of the now conditions th~t ~ve 
boer. developed through the lcstr two oonths, why it ocy be possiblo 
th~.t SO!:le tcro ,.,.djustocnt should be i:iride·. n Froe consideration of tho 

3 The prcsont. oper~.tions o.nd sorv-lccs of' long Be~ch Motor Bus 
Coop~ny wore d'i vidod until recently between the t'.pp1icC'.nt ~d M 
affiliated coopp.~,y, Long Bench City Lines. For purposes of co~p~r~
o111ty e.ll, of. the ,.witnesses used the coobined results whon referring 
to the past oxperience. Thc opc~ating lossos roforred to above ~ro 
as follows: 

" ., -Morith 
Aug'US,t .1953 
_Septc.ober 195'3 
',October 1953 
:'Novc.ooer 19'53 
Dccoobcr 1953 
J enunry 1951+ 

Tot~l 

.'-
~Tot Oport:\tin~ Loss 

$10,41; 
lj.,523 
4,093 
8,l11 
lj.,50'5 
~4 

C5l+,9.5'l 
P~ssongor Tr~ffic Decline 

f252-1~ 
Per Cent 

Month 12~1-19~ Dccreas~' July t3:~) 1,572,43 1, 99,0 August 1,5'59,499 1,Y.7l,423 Septoebcr 1,590,7~ 1,496,523 5'.92 
Octob~r 1,741,0 1,577,989 9.37 Novcooor 1,536,053 1,454,63~ 5.30 Dececbcr 1,726,~6 1,595,99 7.56 
Jcnu~ry 1,648, 6 1,426,786 13.l.r6 Fo br'U.:'U'Y 1,530,707 1,391,700 9.10 

( ) - Indic~to5 :tncrot'-so .. 
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p~st losses nnd of the forecnsts submitted by ~pp1iccnt and the 
COmmission st~ff ns summ~rized in the foregoing T~ble 1, it is 
est~blished beyond ~uestion thnt the revenue position of Long Be~ch 
Motor Bus Comp~ny must be improved promptly ~nd effectively it its 
essentinl public services ~ro to ~ sust~incd. 

The suspended Decision No. ~96~1, suprc, wns designed to 

restore applic~.nt to t\ rCt\sonC'oblc onrnin·; position "rTf cotlb1ning n 

modcrnte fnrc incrcc.sc with opcrr:.ting cconoI!lies to be erfecto'd 
tr~ough tho eliQ1nt'.tion or spocified nonproductivo routos and schod-
ules. Opor~t1ng cst1~t\tos or rocord on this b~sis nro s~~r1zod in 

tho following tnble: 
TABLE 2 

Esti~nted Results of Oport'.tions for tho R~to YOt\r on 
3~~is ~f F~rcs ~nd Service ~s Provided in Decision Nnw 49641 

As Estimt\tod As Estinc:tod 
in Decision by Applicnnt 

No .. 49641 on Rehc:".r1ng 
Op~rnt1ng Revenues (0.) . $2 ;iBo, 510 $2,143,820 
Opcr~ting Expenses 1,9~3,160 1,982',lr01 
Oper~ting Incooe $ 237,3,0 161,419 
Inc~:le Truces 111,360 85,8$0 
Not Inco:oc $ 125,990 75,569 
Rnto Bnso $ 798,884 798,884 (e) 

Rnto of Return ("0) 15.8% 9.5%, 

Operr-.ting R~tio (0) 9l.j..2% 96.5% 
(~) Includes ~inor nonoper~t1ng itoos. 
(b) After provision for inco~o t~es. 
(c) Froo Decision Ne. ~96~1. Conp~r~blo 

bnso not sub~ittod by ~pplic~t. 
As hereinbeforo indic~tod, the rehenring in this o~ttor 

wC'.s hold ')n ~eti tion of tho City ~'i: Long Bo~ch. Two principc.l 

issues we:"e raised. The City css·ortcd in its peti tion th,~t the 

suspended Docis1?n No. 496~1, suprn, would hcve ~uthorizcd 
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trill ndvized nnd lightly C'onslo:ered s'ervice c'Uts r u, t'.nd !fan unre~son.."t"; 

ble nnd excessive rc.tc of return. lf 

The Service a ~ 0-J. ~ 
~esrilJely krigh ~ of serviee con be mo.intC'.ined 

/I 
only ~t fares grenter th~n would be reqUired to meet roC'.sonnblo ~nd 
suffic'ient s.c3rvico sto.ndC'.rds. The augmented record ostablishes 

clocrly thc.t the present oporCl.t1ons of Long Becch MotoX' Bus lines 

ere burdened with routes nnd schedules which constitute w~stoful 
ovcrservicing. The service reductions recommended by the st~f 
engineer, to the extent th~t thoy were cdoptod by tho Commission in 

Decision No •. "'96"'1, supr~, ere conserv~tive by c.n ~p1e Dk'\rgin.~d ~? 

will lecvc the City ot Long Beech ~~d adjcccnt crees with~ 
st~nd~rd of service me~sured by any sound st~dcrd. Tho nuthor1zcd 
reduction in excossive route mile~ge and vehicle mile~g~ will permit 
operc.ting economies which will inure to the benefit o!tho bus 

p~trons nnd tho cocmunity. 

The petition for rchcnring herein ro:f'ers to improvements 
in the interior lighting of' the vehicles Md in the tiJ:lo schedulos 
prepcred by tho comp~~ for public distrib~tion, which 1mprove~onts 
were rccocmendod by ~ Cocoission engineer ~t the prior hearing but 

were not required by order in Decision No. ~96l.rl,· suprtl.. Tho rocord', 

on reho~ring shows th~t the co~pany hes alrecdy ~doptod thoso 
roco~ondntions voluntCl.r1ly ~nd intonds to conply with thee tully.· 

-"l ... s to theso servico 1tlprovotlonts, thorefore, thoro is no necessity 

~yor ~. t~rJ:lal orderAd~;(;;:· 
, The Forccnsts 

L.shoroinboforo st.:o.tod, the City of Long Beach did not; 
introduce on rohenrine c current revised forecnst of operntiris 
;results. It is lr'.rge1y upon 'b~.zis of' its orig1nc.l cstioo.tc,: ~s 
suao~rizcd in tho foregeing T~'ble 1, th~t tho City prodic~tes its 
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position th~t the ~pplic~nt should be gr~tcd little if cny f~e 

incre~se Md no modific~tion of routes or 'service st~d~ds. The 
princip~l difference between the City figures ~d the comp~rcble 
estimntes submitted by the ~pplic~nt nnd by the COmmission stnff is 

found in the oper~ting revenues. The City ostim~te of rovenuos is 
higher thnn either of the others by some $200,000 ~ yo~r. Wl1erc the 
experts differ widely, cs in this inst~nce, little purposo would be 

served by discussing their respective qu~ificotions. It will 

suffice for purposes of this procoeding to s~y th~t the City engineer 
did not undert~~e to mike cllowcnce for the subst~t101 reduction 
in pnssengers Md revenues thnt stnrted in Lugust 1953. In effoct 
he disreg~rded this Cl.brupt drop bec:"luse he ~ttributed it to excep-
tion~l circumst~nces~ Tho oxperience record Since tho first pnrt 
of Lugust 1953' in both tr~ff1c nnd revenue definitely indic~tos 
th{'.t it would be wholly in.:>.p:t:lropriCl.tc C'.t this time to use the first 
six ~onths of th~t yccr tor the purpose of fo~ulcting future 
pctron~ge or service of Long BeC'.ch Motor Bus Comp~. The forec~st • 
methods used 'by the C0tln1iss1on stC'.tf engineers were not re::l.listie:c.lly 
ev~lucted by the rcprescntCl.tivos ot' the C1ty of Long Be~ch in tho 
petition for rehe~r1ng. The stntf oothods ~s oxplcinod more tully 
on rohe~ring nppccr to be sound ~nd consorv~tivo ~nd to provide ~ 
rensonr.blc b~.sis upon which to prodic~te conclusions. 

The ~ddit1onnl record on rehe~ring lends support to the 
est1o~tes r~11ed upon in DeCiSion N~. 49641, supr~, nnd to the 
conclusi0ns therein rocched with respect to service requirecents. 
Two ~dditi0n~1 rectors were developed. First, it wns shown th~t the 
opercting rcsult~ of tong Bench Motor Bus Coopany in the most rocent 
~onths h~ve doterior~ted, th~t tho lossos ere continuing, end thct 
the trC'.ttic decline is continuing without C'.ppcrent chock. Second, 
reference wns Q~de on rehc~ring to ~ t'~ct of which the Coooiss1on 
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takc: official notice, namely, that no reduction in the corporate 
~ ~ ," income tax bas is may be anticipated in the near future. -
Th~ Net ~~rn1ngs 

The operating results for the future rate year on 
basis of fares and scrvice as provided in Decision No. 496~1 may 
now be reason~bly estim~ted as follows: 

TABLE 3 
Op~rating Revenu0s (~) 
Operttting Expenses 
Oper~ting Income 
Income T~os (b) 

Net Income (c) 

Opor~ting Ratio (c) 

Rate Be:se 
R~te of Return (c) 

S798,.88l+.-

14~7% 

$2,180,5'10 
1,943,160 

$ 237,3;0 
119,848 

117,50Z 

949 6% 
B.,s1s II 

$1,142,592 

10.3% 
( a) 
(b) 

(c) 

Include::: minor nonopero.ting items." 
On 'oasis of extension of current 
oorporction t.~ r~tes. 

;~ter provision for income t~es. 

Rnte Base I ~s set forth in Table 3 represents tho cver~ge 
dcpreci::tted book cost of the opcr~ting eqUipment usee. ~nd useful 
in the scrviees ns revisod, plus CQounts for l~nd end l~nd rightz, 
m~ter1nls ~"ld supplies, franchises Md spec1=,-l deposits. &te 

B~se II is on the s~c b~sis except th~t the oper~ting equipment iz 
included ~t 50 per oent of historic~l cost which we find to represent 
zubstnnt1o.l1y nnd reo.listic~lly the present re~son~ble usc v~lue of 
s~1d equip~ent~ This l~t~er method of constructing c rnto b~so is 
contr=,-sted with the deprecicted book cost of this oper~ting equipment 

which now st~nds on the books of the comp~ny ~t cbout 30 POl' cent' of 
1ts or1gincl cost. 
4 On ~~rch 2, 19$4, the css1gned committee in the House or Ropresont~-~ 
tives voted by ~n ovorwhelcing m~jor1ty to continue in effect tho 
current c'orpo:r~;te tC'.x r:'.tes. The opcrC'.t1ng forec~sts of rocord in 
this procoeding were bcscd in port upon ~ ~nticip~tcd t~ reduction. 
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If the net income as estimated in Table 3 should in tact 
," , 

be developed during the coming year, applicant will be enabled "'"' ... ... 
{) .. (,.c thereby t~~s tinoncic.l structure Md to continue render1ng 

a reasonable and ~deq~to tr~nsport3tion service 1n the City of 

Long Beach nnd environs. It must be recognized, however, thnt any 

further 1ncrc~scs in oper~ting expenses or ~~ decline in p~troncge 
beyond thnt upon which the estiDk~tez ere besed will reduce tho not 

income ~c~ordingly. In 011 t~irness it may be st~ted th~t the 

regul,~tory experience of recent ye:~.rs suggests thnt such t.'. res·u1 t 

is a probnbility. The prob~ble enrn1ngs, thoroforo, nre necoss~ily 

less tb.~ thoso forecC'.st. For these nnd other good rO::".sons this 

Coornission c~nnot limit its ~easurooont of reeson~ble e~rnings to c 

single rigid for.cul~ C$ suggosted by tho City of Long Be~ch in its 

closing crguncnt, but 'IIfill weigh nnd consider ~ll of the :lvo.ilnble 
d~t~ including, but not lio1tod to, the oper~ting r~t10 ~~d rctos 

of return. 

Upon cnreful considernt1on of ell tho f~cts nnd circuo-
zt~nees now before the Coooission in this proceeding, we horeby find 

th~t the esti~ntcd oper~t1ng rosults ~s set forth in Teole 3 ere 

rc~son~ble ~d thnt the rete of roturn on either r~to o~se set, out 

therein is ro~son~olc~ The COaoiszion concludes ~nd finds ~s n f~ct 
thc.t the fnre incrcC'.ses cos previously Couthorizcd by D0c1sion 

No. 496~1, suprn, ere justified ,~d thc.t the schedule end service . 
~djustocnts therein C'.uthorizod ~re ro~son~ble ~nd consistent with 
the public convonience end nocessity! The necess."ry c.uthor1ty Will 
be gr.~nted by the order Which follows ~ In viow or ~pplic~.nt.! s su'b-

st~tiCl.l operCl.ting losses Md the delc.ys which tho COl:lp,~ MS 

un~vo1d~bly experienced in ootcining rC'.tc rolict in this inst~ce, . 
the following order will bo tl~de off'ec.t1ve on ten deys T notico end 
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the fare and service changes will be permitted to become effective 
on five daysT notice to the Comm1ssion'~~d to the public. 

ORDER ON REHEARING 

A rehearing having been held, the Co~ission being fully 

c.dvised in the premises and having found thCl.t the ftl.res as herein 

authorized are jUstified, 

IT IS OP.DERED: 

(1) Th~t Long Beech Motor Bus Comp~ny, ~ corpor~tion, be 

~~d it hereby is ~uthorized to est~blish, on not loss thnn five d~ysT 

notice to tho Coomission ~nd to the' public, the following fares: 
I\dul t F~rcs: 

One Zone 
Two Zone 
Three Zone 

., ' . ' .. , 
C,"\sh 
13¢ 
18¢ 
23¢ 

12t¢ (Token) , 
17l¢ (Token ~ ,cents) 
22~¢ (Tokon ~ 10 cents) 

*rokcns - App11cont shell so11 tokens ~t tho reto of 
two for 25 cents. 

School Fn.rcs: 

One Zone - 4o-ridc school ticket oook - $2.40 
Multiple Zono - 4o-ride school ticket book - 3.00 

Eech ticket good for rido between nnd through 
ell zones. 

Tr~nsrcr privileges, children'S f~res, nnd zone bou.~dories 

shnll oe continued on the presently existing bes1s. 

(2) Thct Long Be~ch Motor Bus CODP~ be end is horeby 

nuthorizod, upon not loss then fivo dnys,f notice to this Co~~ission 

~nd to the public, to rovise its routing ot Line No. ,~d to adjust 
its schedules substantially ~s rocoor~nded in paragrcphs 1 end 2 of 

p~go 10 of Exhibit No.3 in this proceeding. 

(3) Thnt, in addition to tho required filing of' tariffs, 
npplic~nt sh~ll giyc notice to tho public by posting in its pnssen-

gar vehicles ~nd do,ots en oxpl~nation ot the ch~ngos in fnros nnd 
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routos. Such notices shn11 be posted not less th~n five dcys beforo 
tho effective d~to of such ch~ngos ~nd sh~ll romcin posted until 
not l~ss th~n ton d~ys cfter s~1d effectivo d~tc. 

(4) Th~t the ~uthority horein gr~ted shnll oxpiro unloss 
cx~rcised within sixty dcys from the offective d~te hereof. 

(5) Th~t, except ns nuthor1zed herein, tho Long Bo~ch 
Motor Bus Company sh~ll not roduco or curtcil schedules without 
further order or tho Commission. 

The effective d~te of this ordor sh~ll bo ton d~ys niter 
the d~t~ hereof. p? ~ , 

Dnted p.tf(fd/L...:f'A4.t//'L!lLA-( C~11forn1C'., this A~ :::?~ 
dny 01" kt?//l>f/';fl ,195'4. -

" 

J 

;,,~ 

c~~~~ 
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