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Decision No. 5073Q 

BEFORE THE PUBLIC UTILITI~S COMHISSION OF THE STATE OF CALIFORNIA 

In the Matter of tho Application of ) 
SOUTHERN PACIFIC COV~ANY to cancel ) 
commutation fares between Santg Cruz) 
and Davenport. ) 

Application No. 33475 
. (1st Supplemental) 

E. J, Foulds and John Smith, for :lpplicant. 
R. A. Kinzie, Jr., for Santa Cruz Portland 

Cement Co.; Joseph M. Vierra, for United 
Cement, Lime and Gypsum Workers 
Internntionnl Union, District Council; 
and W. E. Root, for United Cement, Lime 
and Gypsum Workers Internationo1 Union, 
Local No. 46; protestnnts. 

Ch~rles R. Sexton, for the Commission staff. 

QPINIOli 

In original Applic:-.tion No .. 33475 Southern PCI.c1f1c Company, 

r; common corrier of pnssengers by rnilrond, sought authority to 

cc.ncel its monthly commutation fnre of $7.50, ~.pplicnble betw~en 

Santa. Cruz i.'.nd Dt\venport. SerVice between these points is performed 

for applicant by Pacific Grcyho~~d Lines, a p~ssenger stag~ corpora-

tion, under a long-stnnding contrnctu.?l arr~ngcznent. 

By Decision No. 48191, dated Jnnuary 19, 1953, the npplicn-

tion wns denied. The Commission pointed out therein that while tho 

service in question was being opernted at e loss, the record dis-

closed thnt operating economics could be effected which would reduce 

tho loss by more thnn half. The Commission stnted applicant would 

be expected to undert~e a thorough study of the existing bus 

operat1ons between Sant~ Cruz and D~venport for the purpose of 

effecting all oper~ting economics which were pr~ctical without 

imp::'.irment of services essentinl to the public, including such 

revisions of r~~ing and departure times ~s would more ~ppropr1~tely 
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A-33475 - 1st !PPl. 8L 

s :".tisfy tho tr~vc;l needs of the pr-\trons. The COtru:lission s.~.id if 

~t the conclusion of n period of not less th~ 120 d~.ys nfter tho 

ch~ngcd service is commenced, ~pplic~nt deemed n fnrc ~djustmcnt 

necessary, the matter might be presented by the filing of n supple-
mcnt~l ~pplic~tion. 

On April 12, 1954, npplic~nt filed First Supp1ementnl 

Applic;:.tion No. 33475. It ~11eges therein thnt nlthough it h:ts 

plnced in effect ::,.11 possible operating economics which were prnc-
"'''c'''l ... J. 1... , the service between Sante Cruz ~nd D~venport is still 

opcr~ting at ~ substcnticl out-of-pocket loss. In view of this 

situetion applicant declnres that R fare adjustment is ncccssnry. 

It cgr.in proposes to cencel the cO::mlutntion f.:'.rc of $7. ,0, ~"'.nd to 

substi tute therefor r-. mul tiplc ride fr-.re of 22 rides for $6., good 
1 

for 30 d~ys from dnte of scle. ?redic~ted on the norm~l fivc-day 

work weck, the monthly cost to the user would be $12, reflecting ~n 
increase over the prcsen~ bcsis of 60 per cent. 

A public hetring of the first supplcmontcl r.-.pplic.:".tion 

w~s held ~t S ..... ntn Cruz on July 16, 1954, before Exr.-.miner Certer R. 

Bishop. Reprcsent~tivcs of the Scnt~ Cruz Portland Ce~ent Comp~ny 

~nd the union to which its employees belong appeared in opposition 
to the incror'.se. 

Evide~ce in support of tho roquost w~s introduced by 

?pplic~nt's ~ssistant gener~l ~uditor and by a represent~tivc of its 

p~ssonger tr~ffic depf'.rtcent. The ll":.tter testified th~t, pursunnt 

to the Co~~issionrs !1ndings in Decision No. 48191, one poorly 

p ..... tronized schedule in each direction between Sante Cruz and 

1 
No chnngo is proposed in the existing one-way ~nd round-trip fr.ros 
of 31 cents ~nd 60 cents respectively. These feres are now on 
tho b~sic levels generaliy ob~ervcd by ~ppliccnt for such fnres. 
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A .. 33475 .. 1st !PP1. 8L • 
D.:-.v.enport h .. ~d been el1m.in~ted, eff'e.ctivc Febru~ry 11, 1953. At the 

s~.me time, he sp.id, tho runl'ling times on the remnining seheduJ.es 

were shortened ~nd the Grrival ~nd departure times were ch~ged to 
fit more closely the needs of the employees of the S~nta Cruz 

?ortl~nd Cem.ent Comp~~ nt D~venport. 
2 

The witness introduced an exhibit showing, by months, the 
number of eo~ut~tion tickets sold during the 12-month period 

ending April 30, 19~. The aver~ge number of such tickots sold per 

month during that period was 63. This compares with monthly nverngc 

of 60 tickets sold during the three-month period August to Oc~obcr, 

inclusive, 1952. Another exhibit showed the number of p~ssengers 

cilrried between S.::-.ntc. Cruz and Davenport on e~l:ch schedule e~ch day 

during the months of Mnrch nnd April, 19~. In Table I,~elow, these 

figures are summ~rized ~~d compc.red with the results of C similcr 

tabulation for the ~onths of August ~~d September, 1952, which w~s 

plneed in evidence at the henring of the originc.l npplic~tion. 

TABLE I 
3 Number of ?~ssengers on Each Schedule Oper~tod 

M~r~h ~nd A~ril, 19%4 

:f&Z:3. ~ #667-669 ~ i&ll. #.E2Q 
Totnl 39l 383 1824- 177l.j. 8ll.j. 720 Avor:?go per D~y 6 30 29 13 12 

l'1.ugust r>.nd Soptember, 1952 
iJ:§23. tW.:? ~ ~ 1&t:± 1i§.Zl ID.Q 

Toto1 537 512 1001 421 1376 791 691 
J..ver~ge per Day." 9 8 20 7 23 13 11 
2 

3 

The record shows th~t the cemont pl~nt workers ~re·the princip~1 
purch~sers of the commutction tickets. ~sscrtcdly, the ~bovc
mentioned ch~nges in schedUles were ~C\de ~fter consult~tion with 
reprcscnt~t1ves of the workers. 

The figures shown in the tc.blc include ~11 p~ssengers tr,"'..nsportcd, 
including both those riding on o~e-w~y C\nd round-trip tickets, 
~nd persons using the COl!ll:lutrttion fnre here in issuo. 
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Revenue ~~d expe~se figures attributable to the Santa Cruz-

Davenport passenger service for the 12-~onth period ending April 30, 

1954, also were introduced. According to this exhibit re~nues 

received during this period amounted to $7,981. This figure. included 

revenues from the sale of applicant's monthly cocmutation tickets, 

from Greyhound local tickets, and from the transportation of mail, 
1,-

oxpress and n0wspapcrs. During the same period the total payments 

to Greyheund under the aforc-mc~tioncd contr~ct totaled $14,;10, 
5 loaViing app1ic~nt with ~~ out-or-pocket loss of $6,;30. Tho 

o.?erating ratio was 181.8 per cent. The exhibit Showed tha.t the 

rovenue from the monthly commutGtion f~rc ~mounted to 70.7 per cent 

of the totnl revenue derived from the oper~tion. 

Estim:!l.ted results of opcr~.tio~ of the p~ssengcr service 

in question for the l2-month period ending July 31, 1955, under 

present ~nd proposed f~res, were offered by witnesses for applicant 

4 
According to the record all one-w~y ~nd round-trip fares betweon 
S~to Cruz Gnd D~venport nre sold for account of Greyhound. Tho 
one-w~y nnd round-trip f~res via th~t c~rrier ~e 30 cents ~d 
55 cents, respectively. Effective M~y 10, 1954 ~pplicantts 
correspondi~g fares were increased to 31 cants nnd 60 cents, 
respectively. 

As cxp1t:1.ined in Decision No. l.t8l9l, supr~, tho contr~ct under 
which Greyhound provides the Snnt:=>. Cruz-Davenport service spocifies 
th~t Gll revonucs, including those of Groyhound, derived from tho 
sc.:rvico shnll be credited to npplic.?nt. Tho lc.'t~'r reimbursos 
Groyhound in the <".mount 01: its actul".l opor.:-.t1.ng oxpense:. plus n 
Ilm,':'.nr.gcI:lcnt" foo: of ten per cent. Tho opcr~1ng expenses nrc 
cnlcul~t0d in ~ccord2ncc with a formul~ to which tho p~rties to 
tho I1rr:'l.ngement h~ve ~grcod. 
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. 
~nd by ~ tr~nsportntion engineer of the Commissionts stnff. The 

estim~tes ~re sucmurized in the following t~ble: 

Tl~ II 

Estim~ted Results for R~te Ye~r 
Ending July 31, 1955 
Under Present F~res 

Staff 
A~nlicnnt Engine~r 

Hevenuez 
Southern P~cific Commute $ 5,845 
P~cif1c Greyhou.~d TiCKets 1,294 

M~il 908 
Express 1 
Newspapers ~3 

Tot~l Revenues $ a,OSl 

$ 5,97, 
960 

( 
(. 970 

$(7~90; 
13,949 Opornting Expenses 

Net Oper~ting Revenue 

Oper~ting Ratio % 
$(6,169) $(6,044) 

183.8 176.4 

( ) - Indic~tcs loss 

Under Pro'Dosed F."!.rez 
St~.ff 

~pplic~nt Engineer 

$ 9,352 
1,294 

908 
1 

$11,;@g 
14,850 

$(3,262) 

128.2 

$ 4,128 
5,180 

( 
( 970 

$10,278 
14,371 

$(4,093) 

139.8, 

With respect to the estim~tos of opcr~ting results under 

present f~res the studies both of p.pplicnnt e~d of the Commission's 

st~ff show substnnti~1 losses for the projected r~te period. Even 

u.~der tho proposed f~rcs both witnesses cstim~ted th~t app1ic~nt 

would continue to sustain out-at-pocket losses in providing the 

p~sser.gor service between S~nt~ Cruz and Davenport. Tho cstim~ted 

deficits for the r~te yeo.r were $3',262 a.nd S4,093 c;ccording. to 

C';pplic~nt .:-.nd the st.":':ff, rcspectiv'ely.. The corresponding oper~ting 

r.!'.tios would be 128.2 ~d 139.8 per ccnt. 

Under the proposcd bnsis of f~es the two ostim.:-.tes of 

~pp1ic~ntls oper~ting expenses for the test ycnr do not apprccinbly 

differ. They reflect estimntcs of oper~t1ng expenses to be incurred 

by Greyhound in performing the service in ~ucstion, nnd, ~ to 

.?pplicr.-.nt t S estim-='.te, include the ten per cent Tf~.nagement" :fee of: 

-5-



e 
&-33475 - 1st 5upp1: 5L 

$1,350 hereinbefore mentioned; The ~taff estimate' did not provide 

such an allowance. ~pplicant offered no evidence of probative value 

to entablish the propriety of giving effect to a fee of' this ch::xrac-

ter for ra·te-::laking purposes. 
.. 

RGvenues under the proposed fares would amount to $11,588, 
according to applicantfs estimate, nnd $10;278; as e:timated by the 

Commiss1on'z stafr~ Tho difference in these figures is attributable . 
to th€ diff~rent methods c~ploycd in their development; ~pplicant 

estimated that revenues under the new commutation fare would be 
" 60 per cent greater thc.n under tho present COr:mlutc.tion fl!rc, that 

figure being the calculated percontnge of incrc~so in fares; for the 
6 

fivo-day weekly commuter, under the proposal herein; Applicant did 

not m~ko any allow~ce for diminution of tr~ffic by renson of the 

f~re incre~se, no~ for any diversion of patronage from commutation 

faros to round-trip fc.ros~ 

The steff' engineerls estim~tc of revenues under tho pro-

posed fr->.rc structure was predicated first on the judgment thC'.t there 
. . 7 

would be ~ di~inution in trnffic bcc~use of the fare incre~so, ~nd 

then th~t over half of tho re~aining co~~utntion users would turn to 

the purchase of round-triE Greyho~~d tickets in lieu of the. new 

22-ride co~utation fare. He pointed out th~t on the b~sis of 

6 

7 

8 

The figure of 60 per cent is predic~ted on the ~ssucption th~t the 
user will m~e ~n ~vernbe of 22 round trips per month between 
S~nt~ Cruz ~nd Davenport. 

Tho diminution factor am~l~v~d 'J~.~ eight per cant~ It is b~.gc~ en 
"" stnff formul:-. rofloctins ex~orionc'o in vf.1.rious C.:-.li.t'orni.:l. cit:1.es 
~n wh~ch ~nro~ h~vo boon ~ncro~sod. 

Spoo1f1cnlly; the stcf~ est1Qnto w~s thct, ~.t'tor cllowanec ror the 
diminution f~ctor; 55 per cent of the rcnaining co~utation f~rc 
uscrs would cho.ngc to the Greyhound ono-w::\y nnd round-trip f~.ros'; 
It wns further cst1=nted th~t 90 POl' cont of 0.11 riders purch~sing 
tickets of this l~ttcr type would p~y the round-trip f~rc of 
55 ccnts. 
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22 ro~~d trips the oonthly cost of round-trip tickets would be 

$12.10, as comparee with an outlay of $12 for the proposed co~uta

tion tickets. 

The record indicates that if the fare increase sought 

herein is authorized, some of" the present traffic will be lost to 

other means of transportation. For this reason, it appears that 

applicantfs estimate of revenues ~~der the proposed fares is unduly 

optimistic. The staff estimate of operating results ~~der the 

proposed increas& appears to conform more closely to the probabili-

ties. It will be adopted for the purposes of this proceeding. 

App1icant t s ~ssistant general auditor introduced exhibits 

showing financi~l results of the carrierts passenger operations. 

The record indic~tes that losses of 537,052,000 in 1952 and 

$45,919,000 in 1953 were experienced on the system operations, 

including those in Cn1ifornia. With respect to the pnssenger opcrc-

tions in C~lifornia, both intr~st~tc ~d interst~te, the losses for 

these s~me yenrs were $10,727,000 nnd $15,200,000, respectively. 

Testimony in opposition to the granting of the application 

was given by the plant superintendent of the Santa Cruz Portland 

Cement Company and by a representative of the plant employees t 

union, on behalf of its members. It was st~ted th~t several e~r 

pools of the cement plant employees were then in oper~tion between 

Snnt~ Cruz ~nd Davenport, one of which hc.d been in existence for at 

l0~st five yecrs; th~t the ~vcr~g0 cost per rider of five dollars 

per month would, in ~ six-car pool, pay for the purchase of an old 

car and take care of it= operating expenses, including insurance; 

and that if the re~uested fare incrc~sc were authorized, more car 

pools would be formed. The resulting loss of revenue to applicant, 

it was said, would ofrset the fare increase. Opposition W&s also 

expressed to a fare struct'.lrC which ..,;ould produce a lowe·r passenger 

-7-



e 
A-3347$ - 1st Suppl. SL 

operating ratio on the Santa Cruz-Davenport lino than on' applicantfls 
.9 

system as a whole. 

The record discloses th~.t applicant, after the denial of 

its original application, made adjustments in the servi~e in question, 

including the revision of ru.~~ing and departure times of the busses 
better to meet the travel needs of the pntrons. Moreover, the record 

indic~tes th~t applicant has effected such oper~ting economics cs 

werG pr~.ctic~l without impairment of services essential to the 

public. During the period th~t these ch~es have ceon in opcr~tion 

expenses hnve ceen reduced, but revenues h~ve not ~pprcci~bly 

improved. Thus, while the out-or-pocket loss zust~ined by npp1i~~nt 

during the 12-month period ending April 30, 1954 was less th~ h~lf 

thnt experienced during the ye~r 1952, it still exceeded S5,C00. On 

thw bnsis of the estimnte of opernting results which we have adopted 

herein the proposed fare structure would reduce npplic~ntts nnnunl 

loss in rendering the s~rvices to $4,100. The record now before us 

is convincing th~t ~pp1ic~nt should be permitted to ~ttompt, through 

tho mcdiuo of incrc~sed f~res, this further reduction in the losses 

incident to its S~ntn Cruz-Devenport p~ssengcr service. 

Upon c~refu1 consideration of n11 of the evidence of 

record, the Co~ission is of the opinion ~nd finds ns ~ fcrct that 

th0 proposed incrc~sod f~res h~vc been justifiod. The supplemcntnl 
,".pp1icntion will be gr::'.nted. 

9 
According to th~ rocord npplic~ntTs opornting rntio for system 
,~sengcr service in 1953 w~s 153.8 per cent. As st~tcd ~bove, 
the r~.tios e~ti!:l~ted by ~pp1ic"nt and the Commission TS st~ff 
under the fnrcs proposed herein ~re, for the r~te ye~, 128.2 
~nd 139.8 per cent, respectively. 

,.., 
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Based upon the €v1dence of record and upon the conclusions 
and findings set forth in the preceding opinion, 

IT IS HEREBY ORDERED that Southern Pacific Com,any be and 

it is hereby authoriz0d to cancel its present ::lon'thly com:nutation 

fare of $7~50 applicable between Santa Cruz and Davenport; and to 

establish in lieu thereot a 22-rlde fare of S6 as proposed in the 
first supplemental application filed in this proceeding~ 

IT IS HEREBY FURTHER ORDERED th~ t, in addi ti on to the -

required post1Dg and filing of tariffs, applicnnt shall give notice 

to the public by pos ting in the buz ses and tcrmin[l.ls n printed 

explanation of its fnres. Such notice sh~ll bo posted not loss th~ 

five d~ys before tho effective dnt0 of the f~re chcnges ~nd sh~ll 

rem~1n posted for c. period of not less th~'1. thirty dnys. 

IT IS HEREBY YJRTHER ORDERED thnt the ~uthority heroin 

grnnted shnll eXpire '..lnless exercised within sixty d:\ys .?f'ter the 
effective d~tc of this order. 

This order sh~ll become effective twenty days niter tho 
dc.te hereof. 

S::l.n Fr~ci3co 1 f D.?ted ::"..t _________ , Cn i ornir-., this 
dny' of ______ NAO\_'~_M~,8~E_R ____ __ 


