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Decision No. 507(;8 
'-. 

BEFORE THE PUBLIC UTILITIES COMr.~ISSION OF TEE STATE OF CALIFORNIA 

In the Matter of the Application of } 
EVELYN M. KNAPP and JOHN P. DEMETER, ) , 
copartners doing business as ) 
PENINSULA TRANSIT LINES, for authority ) 
to increase rates. ) 

Application No. 35688 

-------------------------------) 

Lorenz CO!ltello, for applicant. ',) 
Chester w. Lebsack", for the City of Redwood City; 
Mr~. Doris E. patter~on, in propria 'persona, protestant3. 
Robert E. Michalski, for the City of Palo Alto, 

interested party. 
Mary Moran Pajalich and Charles R. Sexton, for the 

commission staff. 

o PIN ION ---------
By their application filed August 10~ 1954, applicants 

Evelyn M. Knapp and John P. Demeter, dOing business as Peninsula 

Transit Lines and presently rendering a passenger service between 

Palo Alto; Menlo Park, Redwood City, Atherton, San Carlos and 

certain areas west ot Redwood City, request authority to 1nereas8 

substantially all of their tares. 

Public hearing was held on October 7, 1954, at Palo Alto 

betore Ex~iner T. E. Daly and the matter was submitted. Evidenee 

was introdueed by npplicants and by the COmmission starr. Notiees 

of 'the pub lie hearing in this proceeding were pub11shed in news-

papers of general c1rculation. 

PROPOSED FARE INCREASE 

Applicants request author1ty to increase fares as follows: 

Adult oa.sh fare 

Adult ticke t 

School tioket 

(Redwood City Division 
Ch11drenTs halt fare) 

Present Pare 

l7!i 
l5i( 20/$3, •. O?L. 

7~(20/$1.50) 

Proposed Fare 

20!i 
1.7,~~ (20/f~3 .50) , . 

lO~ (20/~~2.00 ) 

lOi 



A. 3$688 AM e 

The ch1~dren r s half-fare has prev1ous-11 ~p))~1ed to the 

Redwood Ci,ty D1-vi:Jior.. only. The prop~sed fa.re would provide a 

system~wide ehildrenfs fare~ thus permitting children in Palo Alto 

to ride at 10 cents rather than the present f~e of 17 cents. 

Applicants assert that they have ,suffered decreases in 

patronage and in passenger fare revenues notwithstanding the 

inauguration or' ,variOU~ advertising and pro~ot1~ntll means ot 

indu.cing greater patrona.'ge'" The'y further assert that i'n,the face 
0, " 

of the decr,eased patronage service, has been reduced 8.s'much as 

possible on several route:J. . ' ... ' 
Appl{cants a.nd the Commission staff intrOduced in evidence 

exh1bits consisting of anticipated revenues and expenses covering 

a specified test period under both present and proposed fares. 

Exhibits 1 a.nd 2 introduced by a.pplicants and the Commission 

stat!" respectively disclose the following" estimated results under 

present and proposed fare structures for the ,12-month period ending 

Nov~mber 30, 1955: 

· · · · : 
ITEM 

Total operatir~g 
revenue 

Total operating 
expenses 

Opersting 
ineome 

After Income Taxes 

Operating Ratio 
(Arter income 

truces) 

Rate Base 

Rate of Return 

· · · '. : 
X 'O!1~antrs · · "Present:Proposed · ' .. 

Fare : Fa.re z 

$259~147 $288,076 
285,671(a)286,846(8.) 

(25~~~) 1,230 

Not given 

llO.~ 99.5%(b) 

28,683 28,683 

4.29% 

(--- ) - denote~ &. red 

CommIssion 
resent · Proposed · Pa1'O · Fare · 

$261,809 $285,468 

275,747 276,727 

(I:22~~) · , 8,741 

6,803 

105.32 97.6~ 

68,392 68,392 

9.95% 
,.rlgur~ 

· · · .. 
• • 

(a.) Includes $9,000 operating ,rents) said amou.."lt not in COmmission's 
figures. 

(b) Before income taxes. Applicants made no income tax comptltation. 
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Applicants were ~ore pessi:dstic than the starr in the1r considera-

tion of dovmward trend and more opt~stic with respect to diminution 

due to proposed rare 1ne~eases. In the tinal analY31s~ however~ the 

est1mated total revenues or applicants and of thG Coremiss1on statt 

a~e substantially the 3a~e6 

Because app11can~, al,o op~rate ~ tox1cAb ~erv1c~ in 

conjunction with the bus operation, a problem wa.s prosent~d rela.ting 

to the allocation of certain t:lxpenses. App11ce.nts b&11ov~ thilt the '-.-

allocation should be based upon .3ueh factors as seatingcapa.c1ty of 

buses to t~1o~ storage sp~ce required tor buses as aga1nst tax1s, 

cost of bu~e.3 o,s aga.in:Jt taxis a.nd cost or ps,rts and r:w.1ntene.nce 

~or busos as against ta.xis. Ba.3od upon these factors the allocation 

to bU~0S would be o.pproxi:rr.ately 87 per cent tlnd that to taxis 

approximately 13 per cent. Tho staft based its allocation of 67&8 
per cent to buses and 32.2 per cent to taxis upon a consideration 

of the relative relationship of total operating revenues, ,certain 

diroct expenses and tho number ot vehicles. The basis of allocation 

computed by th0 statt appears to be more roa30rAble and will be 

adopted. 

Tho major difference in the rate baso employod by applica.nts 

and the stafr results from the tact that certain jointly used land 

and buildings i'lhich are owned by c.pplicants 1s treated by them as 

loasod. Tho staff considored such property as owned and included 

~t in tho roto ba~o after application ot the above 67.8 per cent 

tactor. This treatment is believed proper under the circumstanees 

hor~ involved.. 

Upon cross-examination it was disclosed that applicants 

includod an item of ~~12,OOO tor ma.terials and supplies which hEld 

previously been charged as an exper.seo Appl!caLts charge materials 

and supplies to various expense accounts ns purcha~od and not as 
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~~ud. For nuch renson the Co~i~sion!s st~ff properly made no 

ollownnco for mo.tor1.tlls lJ.:ld 3:.lppl~.o.:J in its :r.ote base .. 

The cities made ~o affi~~tive showing. A resident of 

the City of Redwood City based hor protest upon €!,o:leral d1o~a.tis-

fnction with tho extent o.nd nntur(;) or tho oxisting sorvico. 

The record made in this proceeding establishes that tho 
rovonU0 under tho prosent fares i3 insufficiont to dotray the 

co~t o-r oporation. It 1,9 cloar that tho additional rovonuo rrom 

tho proposod faros is ncedud to ~ssuro tho ~~intennnco of sntis-
factory and dependablo sorvico to the publie. 

Upon conoidor~t1on of tho f~cts~ tho Commission 1s ot the 

opinion nnd horoby finds that tho increasod fares sought havo been 

ju~t1f1od and thct proccnt ratoo ~nd chargos, 1~ 30 tor as thoy 

differ from thooo heroin authorized, for tho futuro oro unjust and 

unroasonable. We find thnt the return which will rosul t from cuch v--

incroC3ed fnroo is ronsonablo o 

o R D E R - - ---
Application hav1ng boon f1lod 1 public hearing h~v1ng boon 

held thereon and basoc upon tho ovidencc adduced thcrc1n 1 

IT IS ORDERED: 

(1) Tho.t Evelyn M. Knl'\pp nnd John P. Demotor.1 doing 

b~~1ne~~ a~ Ponin~ula Transit LinoS 1 arc horoby author1zod to 

0stnblish, on not lesn then fivo day:' notiee to tho Co~~ssion 

nnd to tho public, tho incren30d fares proposed in this proeeoding. 

(2) Thet applicants nrc horeby directed to post and 

maintain in thoir vohiclos a notico of tho incroasod faros horoin 

authorized. Such notico shall be given not loss than fivo days 

prior to tho offoct1yo dcte of ~uch faros, nnd shall bo mo.1nto.inod 

for a poriod of not l~os thon thirty dcy~ • 

.. ~ ... 



'. 

(.3) That the nuthori ty here in gra.nted in paragraph (1) 

ohall expire unles3 exercised within sixty days after the effective 
" 

date or this order. 

The effective date of this order shall be twenty d~y~ 

after the dato hero~ 
Dated atlj(yy~A./..{.Ae' ",e~, California:. th10 

",d'" ·/4 ?!?£. hq d'ayof <-n~.(,/~/!/-4/ ~ /, 1954~ 

COMMISSIONERS 


