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Decision No. 51.110 -------
b, .. :20n:.:: 1'1:r£ tUBLIC UTILIT:GS COf.'u'HSSION OF TB.:: STATE: OF CALIFORNIA 

In the Matter of.' the Application of ) 
LOS &~G,:;L~S TRANSIT LIN '::S" no corpor- ) 
0. tion, and Id2TROPOLITAl{ COACH LIN.~S.. ) 
~ corpor~tion, for tluthority to ) 
o.djust rate~. ) 

------------------------------------) ) 
In tho Mtlttor of the Application of 
GLBNDJ~~ CITY LINZS, INC., requestinz 
o.uthority to adjust only tho~e r~tes 
of fare in effect in present joint 
fa.re arrangement with r.!etropolita.~ 
Conch Lines. 

) 
) 
) 
) 
) 
) 

--------------------------------------) ) 
In the Matter ot the Application ot 
LOS ANC~L~S TR~NSIT L!N~S, a corpor­
~tion, for authority to make certaL~ 
changes in its system, including the 
:ub~titut1on ot rootor coach service 
tor certo.1n rail service, modifica­
tion ot routes, abandonment of cer­
tain lines and facilities and other 
chances. 

) 
) 
) 
) 
) 
) 
) 
) 
) 

-----------------------------------------) ) 
App1ieationot METROPOLITAN COACH ) 
~INES, a corporation" for authority ) 
to mru<e certo.in oxtensions nn~ rerout- ) 
ing of the following motor coach lines~ ) 
all located in the City of Los ~~geles: } 
VAN NUYS-BIRlrrINGHAM HOS?I'J.'!.L LINE .. ROUTE #85 ) 
VAN NUYS-CANOGA l?AF~K LINE" ROUT.~ #90 ) 
VJ..1: NUYS-SAl~ F.sR!~AN.DO :LIN.8, ROUT:~ #84. ) 
HOLLY;JOOD-VENTDRA BOUL3V1JiD LINE" ROUT::: #81 ) 

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

App11co.tion No. 
.35601 -

Application No~ 
3.5728 . 

Application ~ro. 
3573~ -

APPEARANC::S (S~::; ATTACHED APP:SNlJIX trAIT) , 

I N T E RIM 0 R D E R -------- -----
By Decision No. 50734, date~ November 3, 1954, in 

connection with the above-entitled applications, this Commission 

authorized the Los Angeles Tr~~it Lines to substitute motor 
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coach for rail service on its existing lines "F", 5, 71 $ and 

portions of n~r' and 9 lines and also authorized Metropolitan 

Coach Lines to make certain route adjustments in four of its 

lines, numbered $5, 90, $4 and $1, in the San Fernando Valley 

area, subject to the authorizations and restrictions set out in 

that order. That decision, which was interim in nature, stated 

"the complete financial effect of the changes herein authorized 

will be fully considered in the hearings and decision relative 

to Applications Nos. 35601 and 35653. n 

Application No. 35601, as amended, filed jointly by the 

Los Angeles Transit Lines and the Metropolitan Coach Lines, requests 
" increases in the existing fares of each applicant company by (l) 

eliminating the use of, and deleting fr~m all tariffs, prOvisiOns 

for the use of reduced rate tokens, (2) increasing the single-zone 

fare to 17 cents and increaSing to 6 cents the fare for each 

additional zone traversed on all interzone rides, and (J) increasing 

the school zone commutation fare to 10 cents, with an additional 

5 cents for each additional zone traversed, on all inter-school 

commutation rides. Request i's also made to change the present 

30-ride commutation book of Metropolitan Coach Lines to a lO-ride 

commutation book with no change in time limit or percentage 

relationship to the one-way cash fare. 

Application No. 35653, filed by the Glendale City Lines, 

requests adjustment in the joint fares, w.h~h that company has 

with Metropolitan Coach Lines, so as to conform these joint fares 

with the fare increases requested in Application No. 35601. It 

should be noted that this application is entirely contingent upon 

the action of the Commission in Application No. 35601. 

Further public hearings relative to the request for fare 
\, 

increases contained in Applications Nos. J5601 and 35653 were 

held before Examine:- Grant E. Syphors on October 21, 22, 
,. 

, ... " .... 
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November J.7~ 1.8 a.nd. 29, 29541 at, Los Ans()les~ during which time 

evidence was add~ced a~d the matters now have been submitted. 
As stated in Decision No. 507;L~1 supra1 all rour or the app11ca-

t1o~ wero conso11~tod for hoaring. Accord1ngly~ the decision 

herein is based upon all of the evidence adduced at the prior 

hearincs leading to Decision :'Jo. $07;L:. and. all or the evidence 

~dducod at the abovo-montioned he~rings. 

The test~ony and exhibits introduced rolctive to the 

service cha..'1.ges were noted in Decision Uo. 50734. 

While tho Los Angeles Transit Lines and the Metropol­

itan Coach Lines filed a joint app11cat1on1 the1r presentations 

were rlUldo separa. tely. Likewiso, technical presentations were 

made by the City of Los A.~geles through its Department of Public 

Utilities ~d Transportation and by the starf of this Commission. 

In addition~ public witnes:es testi:ied as to the effects of 

the proposed fale in.creasez. The various presentations will be 

considered in the order ~entioned. 

Los Angelos Transit Lines 

A witne~s for Loe Anceles Transit Lines presented 

studies wnich he had ~do concerninG the trend of adult revenue 

pa.ssensers for the periods Ja.."luary to July 19S4, as co~pared 

wi tl1 Ja.~uD.ry to July 1953 (.8.xhibi tHo. 23); as well .o.s a chart 

sh.ovling the trend of equivalent weekday adult revenue passengers 

from Aueust 1953 throuzh July 1954 adjusted to the August 1953 

-;-



tare level (Exhibit No. -25)" and the datu used in developing 

this chart (:exhibit No. 24). Tb.is ~anle witness also presented 

dat~ concernin¢ tho trend of revenue p~ssengers on other 

transit operations throughout the United States (Exhibit No. 25). 

Protl these trend data the witness estil'llated the adult revenue 

po.ssengers which tl'lC company r.1iZht CA-pcct tor the year cmnmencing 

October 1, 1954, it the present tares are to continue (Exhibit 

No. 27), and also he calculated estimated passenger revenue for 

the same period, both at pr.e~ent fares and at proposed tares 

(Exhibit No. 28). H~ esticated that the passenger revenue at 

present tares for the twelve-month period cO!:l."l1cncins !~ovember 1, 

195LI., would be ¢22 ,927 ,513; and the estimated revenue at pro­

posed fores tor the sru'!!e period Vlould be $25,289,019. 

A second witness for this Cocpany presen~ etimates 

as to the operating expenses and vehicle miles tor a twelve­

month period com:r.encing Novelnber 1, 1951t., based upon present 

tares and wage rates tor rail and trolley coach operations 

(Exhibit No. 31) and motor coach operations (Exhibit No. 32). 

Theso esti::lates Viere ·chen adjusted to reflect the proposed fares 

~~d set out in Exhibit No. 33. Estimated operatin3 taxes under 

present and proposed fares were set out in Exhibit No. 34. 

From those data the estL."'lated financial results of operation 

for the same period, both at present fares and proposed fares, 
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under present operations, were set forth in Exhibit No. 35. 

Estimates of this witness in this eo~~eotion were as rollow~: 

P:-esent Fares ProEoscd Fares 
. ' 
," 

Operating Revenue $ 23,111,500 $ 25,~.73,OOO 
Expenses, DepreCiation 

and T~es 22z2~£.2°0 22 z84J,z,2o'o 

Operating Income $ 197,200 $ 2,629,500 
Othor Income 26,2000 2z000 

Total Income $ 223,200 /'. 
'i 2,638,500 

Income Taxes d', 60,2800. 1', 1.t~6:2z100 'tI oW> 

Net Oper. Income $ 162,400 ,. 1,275,400 ..; 

Amortization and 
Interest $ 12.2z7OO ~ 12.2z100 

Net Income $ 6,700 $ 1,,119,700 
Operating Ratio' 99.97% 95.60% 

Additional exhibits were presented (Exhibits Nos. 36, 

37 and 38) showing the anticipated effect on these estimates if 

the service changes, as authorized in Decision ~o. 50734, supra, 

nre effected. These estimates are summarized as follows: 

Present Fares Proposed Fares 

Oper&t1nZ Revonue $ 23,lll,500 ~;; 25,1.73,,000 
Expenses, Deprec1at1on 

and Taxes 22 2lOO 2700 22 E027z200 

Operat1ns Income $ ~,Ol.0,800 ... 3,44$,l.00 ~ 

Other Income 26 2000 91000 

Total Incom.e <" 1,0,36,800 (I~. 3,4$4,100 ~ .... 

Income Taxes t':. 
'Iii bi:22.l.200 $ 1,z802z200 

Net Oper. Income <~ 
'it' 537,300 :if 1,6,51,200 

Amortization and 
Interest $ 218 z600 $ 218.z600 

Net Incoxr:e <~ ..., 318,700 ; 1,,432,.600 
Operating Ratio 96.62% 94.38% 

-5-
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The wi tnes~ lilcewise prosonted:l tudios Q.,: to the ro. te , 

base or the company, both on a historicnl cost b~sis tor present 

and proposed oper~tions (Exhibits Nos. 39 a.,'ld 40), and on a 

historical cost basis adjusted to present dollar values for 

present and proposod operations (Exhibits Nos. ~~ and 42). 
- ," 

Tbose rote b~~e o.:tim~tes are a:l follows: 

Estimated Rate Base 

Basis of Estimate 

Present operations tor year 
ending October 31, 1955, on a 
historical cost ba.sis ................ ~, 22,339,700 

Proposed operations for year 
ending October 31, 1955, on a 
historical cost basis .. .. .. .. .. .. .. .. .. 

fTcsent operations year en~­
ing Octobor 31, 1955, on a hiotori w 

c~l cost ba.sic adjusta:l:1br prosent 
dollar values .. .. .. .. .. .. .. .. .. .. .. 

Proposed operations year end-' 
ing October 31, 1955, on a histori­
cal cost basis adjusted tor present 
dollar valueo .. .. .. .. .. .. • .. .. .. .. 

.. .. 

.. .. 

It should be noted that the Witness, in subsequent 

tostimony, estimated that each of these rate bases should be 

reduced about ~200,OOO. E~ch estimate contained an item for 

propaid expenoes of $SSO,OOO. The reduction of ~200,OOO app11es 

to this item inas::n.uch a s the co mpa.."ly r ecei Yes interest on that 

amount of the prepaid expense funds. 
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Making ~his correction, the applic~t's est~tes or 

tne returns on thO:lO rate bases would be as follows: 

Present °Eer-stions 

Present ::;'nres ProEosed Pare3 

Rate Base t 22 .. 139,700 $ 22,139,700 'W' 

(His toricnl Cos t Basis) 

Net Income ,~. 6,700 fi~ 1,119,700 .;.; 'I/' 

Rate of Return 0.03% 5.06~ 
(Atter Taxes) 

Rate Base l· 351756,500 i"o 3$,7561$00 ,~, ~jI 

(Present Dollar Value 
Basis) 

Net Income ,.1. 6,700 t· 1,,119,700 'i~ 'if' 

Rate of Return 
(After Taxes) 

0.02$~ 3.l3~ 

Proposed 0;eerations 

Present Fares Pr°Eosed'Pares 

Rate Baoe C 21,644,300 t'. 21,,644,300 
(Historical Cost Basis) 

~l' 

Net Income ~~ 
~ 318,700 f'o 1,432,600 v 

Rate ot Return 1.47% 6.62% 
(Atter Taxes) 

Rate Base o 35,2611100 ,.:. 35,261,100 oj;) 

(Present Dollar Value 
Basis) 

Net Income ,1', 318,700 :;l; 1,432,,600 ow 

Rate of Return 0.90% 4.06~~ 
(After Taxes) 
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.... '''! 
~ " " • .' :" t.· ,.. -... .. .... : .... 

Additional testimony was pre,sented by another witness 
',_ .• 1,.,< , 

for the applicant, relative to the ea~ngs of other companies 
• - ~ I 

throughout the United States. It was ~~~.contention of this 

witness that. the earnings of these oth~~ companies were,' in . . 

general, higher than those experienced by the Los Angeles Transit 

Lines. This same witness likewise urged the Commission to 

approve, for rate base purposes, certain accounti~ practices 

which the company now uses relative to charging retired property 

against the depreciation reserve for its Accounts Nos. 501, 
I 

Engineering, 502, Rights of Way, 504, Grading, 546, Interest 

During Construction, and 547, Supervision. The net effect of 

these changed accounting practices is to reduce the depreciation 
. " 

reserve, thereby increasing the rate b~se; and in addition oper-

ating expenses will be reduced as the amortization charges for 

the undepreciated cost of the retired property will be eliminated~ 
, :. 

In substance, the position of the Los Angeles Transit .. , 

Lines wa.s that it is necessary for the ,company to maintain a 
. I r . 

sound financial position in order to permit additional pl~ing 

and to meet the continuing changes which are taking pl~~.e in 

. the area. It. was contended that this industry is a high-risk . " 
• t. \ .J>. 

bUSiness, and that in order to operate satisfactorily, it should 
. " . 

receive in earnings each year an amount of approximately $1,930,000. 

The company advocated the use of the operating ratio 

theory in fixing its rates) in preference to the so-called rate 

base method, and contended that the fares proposed in this appli­

cation, giving effect to the service changes, would yield an 

operating ratio of 94 .• ..38 percen~. ; ,In the opinion of the company 

witnesses, these fares are the minimum rates of fare' which should 

be established at this time. 
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Metrooolit~ Coach Lines 

The principal exhibit for Metropolitan Coach Lines 

(~h1bit No. $1) is a study prepared bya consultL~g en3ineer 

setting up estimates of results 01' the present operat1ons~ 

giving effoct to the chanses authorized by Decision No. 50734A 

oupra, both. under present Md proposed fares, as well I2S other 

data in relation to the application. Th.ese estimates for the 

year ending October 31, 195$ are as .follows: 

Present Pares Pro;eosee Fares 

Ilevenue C 15,51$,700 (\ 
,~ 16,363,600 

Sxpenscs, Depreciation 
16 , 026,400 and Taxes 16,070,100 

Total Income (~~~z~Ov) 337,200 
Income Taxes 
Net Operating Income b C554,400) (", 337,200 'It' ',1 

Opero.tinG Ratio l03.6% 97.94,; 

( _________ ) Indicates red figuresQ 

!t should be noted that this app1ico.nt presently 

has pending application::: to abando:l its LI:)s Angeles-Glendale-

Burbar~ rail line and replace it with ~otor coaches (Application 
(2 ) 

No. 34990), ~~d to replace with motor coaches its Los ~~geles-

Bellflower line (Application No. 3$134)"" Los Angeles-Watts lines 

(Application No. 35151), Los Angelo,c-San ?edro line (Application 

No. 3530L~) and Los Anseles-Long Beach line (App,lication No. 35407). 

The estieated fin~~c1al ef1'ect upon applicant if these substi-

tutions are authorized was set out in Exhi '01 t Ho. 64, and is 

s~r~rized below for the year ending October 1, 1955. 

(2) 
By Decision No. 50873, dated Dece~ber 14, 1954, in Applica­

tion No. 34990, !,'Ietropol1tcn Coach Lines was authorized to 
a.bandon its Los Angeles-Glendo.le-Bur'oanlc r ail line and replace 
it with motor coaches. 
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Present Fares Proposed Fares 

Present Operations 
($54,406) Net Operating Income ~:, $ 337,,200 ~l' 

Est~ted Savine~ to be 
e£fectedby Glendale 
Rail Line Substitution lS3~620 183~620 

Esti~ted Sav1nes to be 
e£fected by Southern 
Distriet Rail Line 
Substitutions 

Bellflower 1,,102 1,,102 
Watts 134,,655 134,655 
San Pedro 172,298 172,,298 
Lons Beaeo. 226,802 2:26.,802 

Total L"'lcome ('. 174,,084 $ 1,,065.,,684 'it' 

Ineome Taxes $ 88~.366 l .. 569.,,117 'Il> 

Net Operating Income C\;, 85,,718 C 496,,567 'Ii> 

Operating Ratio 102.39 96.82 
(G~v1ng effect to 
Glendale 3ubstitution) 

Operating Ra.tio 98.88 9J~49 
(Giving effect to all 
proposed sub~t~tutions) 

( ________ ) Indicates red figuro. 

Additional testimony was presented relative to the 

motor coaches operated, th~ operat1:one in general,,· the financial 

needs of the company in conducting these operation~, and the 

eot1mated rate ba:::e ... For the period ending October 31,: 1955" 

this was estir.lated to be ~;9,740,036, with t ne further contontion 

that thi~ figure should contain an al1owo .. .,1.ce 0: :::.800,000 for 

working c o.pi tal, \',"hich would r:lise the ro.tc base to ~:';lO ,540 ,,000. 
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The rate: of return on this rate base, accor~1n5 to 

applic~~tts estimates, are as follows: 

Present Fares 

Rate Base C; 10,540,000 

~; (554~hoQ) Net Income 
(Pres~nt Operations) 

Rate or Return 
(After Taxes) 

____ ) ,Indicates, red, ii,gure. 

Propo!led Ftlres 

$ 10,,540,000 

$ 153,868 

1.~.6~ 

':E:n substance, tho position of the Metropoli ts.:n Coach 

Lines was that the co~pany is not realizing sufficient revenue 

t'o' conctitute a reasonD:.)le return. It was contended that it is 

nece$~~~y to obtain rate relief in order to ~eet increasing 

costs, s~ch as wase increases, ~~d in order to ~~intain the finan-

cial positio:n ot the company. 

Glendale City Lines 

The position or the Glendale City Lines was stated by 

a witness for that cotlpany, ancl., in substance, was that there 

is a joint fare arranGement between the Glendale City Lines 

c.nd IyIetropoli tan Coach Li:'lc::l rola tin; to passengers travelling 

between the Glendale and Burbank areas and Los A."'lgeles a.~d other 

points served by Metropolitan Coach Lines. This applicant 

requests the z~~e a~justment in fare~ as those requested by the 

other two applicants in this l'roceedinc.1 and pointed out that 

its request is dependent upon any action t ;~ken by tne CO!1l.":lission 

concerning the other t~o applicants. 
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C1tI of Lo~ Angeles 

Ttlo staff 0:(' the Depnrt:nent of Public Utilities ~d 

Tra.."'l.sportation or tL'lC Ci t~r of Los A."'l(:;eles presented testimony 

and Exhibit No. 65 rclntive to the 1o~ Angeles Transit Lines. 

Generally this departr:.ont acce},>ted the a.n.aJ.ysls presented by 

the Public Utilities Co~~ission staff, hereinafter sot out, 

a.."ld its study was related to the effects ot alternate 'fares 

under present operations and proposed operations. The \'15. tness 

for this depa.rtment recotll'lenc.:ed tne retention ot tokens, in any 

event, even it they v:ere to bo sold at the same price 303 cash 

fares and likeVli30 recommended ::tgninst a.."'l.y raise in school tares·. 

He stated that the est~tes of the staft ot the Public Utilities 

Commission as to expenses were, in ~'lis opinion, tail" and reasonable. 

No recollllr.enciations were :nade 3.S to 11Ietropoli tan Coach Lines. 

?ublic Utilities Co~ission Staff 

En"ineers of the Public Utili ties COm:lission presente"d 

tr~ee studies, one relating to the Los Angeles Transit Lines, 

the socond to the Z~ietropoli tan Coach Lines, a.."ld the third a 

report on the finanCial positi04 of both of these companios~ 

The studies relatinG to the Los Anseles Transit tines 

consist of mileaGo esti~te$ and estimated results of operations 

for the poriod endinu OctOQer 31, 1955 ~"lder present and pro-

posed fare structures. Lil<ew:i. se they :!.nclude the results of 

oper~tions under certain alternate far~ struetures~ ~s well as 

a study of vJorkin;:. cash and an estimated rate base. Similar 

studies \vere presented for the I.1etropo11t:m Coach Lines. 

An additional study relative to the financial position 

of Los Angeles Transit Lines and Metropolitnn Coach Lines was 

presented by a witness of the finance and Accounts Div1sion of 
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the Co~ni3sionr~ staff. This study consisted of b~l~~ce sheets, 

income ~nd surplus statementz, statements of sources and appli­

cations of funds for specified periods, and 3tate~ents show1n~ 

earnings and dividends on cO.,:r.lon stock tor a spec1.fied poriod. 

The witness presenting this studymstified that as to Los Angeles 

Tral'l!:li t Lines" a review of the compa:"1yf s earnings for the pas t 

tnroe-and-one-nalf years disclosed that they have been sufficient 

to enable the company to pay its operating e:"penses and taxes" 

to make provision for deproci~tion, to meet fixed charges" to 

pay an average of 7.5 percent on the 0. verase par volue ot 1 ts 

outst~nding co~~on stock ~nd to increase its surplus account by 

~~960 ,,3.38. As to the ~.retropolit:ln Coach tines" t he report set 

out the financial requirements tor that comp~~y rel~tive to 

principal pa~aent= an~ inter0st on its outstandins obligations 

~~d preforred stock diVidends as follows: 

Equipment Obligations 

Principal payments 
Interest 

?re~erred stock diVidends 

Total 

$1,106 1 280 
4l4",507 
1,5,150 

$1".56.519.37 

A further oS tudy was presented (Exb:tbit No. 70) showing 

the earning::: on COI:l.'1lon stock equity of various utilitic!; and 

transit companies throughout the United States. 

Comparison of the Estimates of Los Angeles Transit Lines 
and the Cornr.ission Staff 

A $1..Ul'...'1lary ot: the tecnnicc.l evidence presented in this 

case relative to the Los A!'l,Seles Trnnsit Lines discloses certain 

dif~crcnces in estimates between th0 cases pr0sentod by app11-

cuntc and those presonted by the st~fr of tho Public Utilities 

COl1'.l"!liss ion and genoro.lly concurred in by the representatives of 

the City of Los Angeles. These e:::timates, and the differences 

between them, are sot out in the follov]ing tables: 
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Proposed Onerations 
(Giving efl'oct to the su'bsti tutions 
authorized in Decision No. 50734) 

.. · · · .. .. , · .. 
· Item .. .. · - Applicant 

Vel'licle Mile s 

Operating nevenue 

Expenses, Depreciation 
'and Taxes 

Opera tins Income 
Other Incor:le 
Total Income 
Income Ta.,es 

33,130,721 

;,:)23,111,500 

:;':22,100,,700 

C 1,010,800 
26z.000 

(; 1,036,800 
499,500 

Net Operatine Income ~:: 537,300 
218,600 
318,700 

Amort1z~tion and Interest 
Net Income $ 

Rate Base $21,644,300 

Rate of' Return 

Operat1ns Ratio: 

Presen t Fares .. .. . . .1."'.u.c" .' . . 
Staf't .. Difference . 

3.3,107,000 23,721 

~2.'3,147 ,000 ~ Q~z2(0) 

021,246,300 ~ 8~,hOO 

o 1,900,700 ~ (889,9QQ) 
# 26,000 

:) 1,900,700 ~:) (~) 
914,900 (~) 

~ 985,800 G (@§'2QQ) 
209.000 9,600 

$ 776,800 ~ (458,109) 

~~17 ,840,000 $ 4,004,300 

4.35% 
96.64% 

( ) Starf esti2M.te~ eJCc"ec'c' tho'so of applicant. 
If Not applicable 

.------------------------~-~--------~~~~~~~-------------­
:-----------------------~.,------------~~~~, .. : 
: ______ .~I~t~e~m~ __________ ~:~A~p.p~l~i~c=~~t~~ __ ~~~ ___ ~~~~~~~ 

Vehicle Mile s 

Operating ~evenue 

Expenses, Deprociution 
and Taxes 

Operatin0 Income 
Other'Inco:ne 

Tot.:J. Inc orne 
Income Taxes 

32~780.r936 

~:;25,4 73,000 

(~22 ,027,900 
C 3,445,100 

9,000 

~ 3,454,100 
1,802,900 

Net Operating Income ~,~ 1,651,200 
Amortization ~~d Interest 218~600 

Net Income 
Rato Base 
Ra.te ot Return 
Operatins Ratio: 

$ 1,432 1 600 
$21,61.)4,300 

6.62% 
94.38~ 

C21~161,200 0 866,700 
(j 4 .. 538 .. 800 $(I,u2J,IOQ) 

if 9,000 

$ 4,538,800 0(1,084;700) 
2,263 .. 400 (460;500) 

C 2~275,l~00 ~ (624'g90 ) 
209,000 9J 00 

~; 2,,066,400 ~~ (633,800) 

~17,84o,000 $ 4,004,300 
11.$8% 
91.96% 

( ) Staff estL~tes exceed those of applicant. 
# Not applicable 
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· · · · · · 
Vehicle U11e s 

Operating Revenue 

Present Onerations 

32,751,356 32,747,000 

~23,111,SOO C23,~7,000 $ 

Expenses, Depreciation ~d .. . 

4,356 

(;5:200 ) 

Taxes ~~22:91h,300 $21:269:400 ~ 1J144:200 

· · · .. 

~eratinG Income 0 197,200 $ 1,377,600 ~(1:1§gr400) 
Other Income 0 26 7 000 --- $ 2 ,000 

Tota.1 Income C 22.3,200:) 1,377,600 $C1;:,~~:40§) 
Income Taxes $ 60,800 ~ 647,$00 $ ( __ 70Q) 
l~et Opera.ting I.."lcome $ 162,400 $ 730,100:;:; (561, IOU) 
Amortization and Interest ~ 155,200 $ 154.000 $ 1,700 
Net Income $ 6~700 $ 576,100 ~ ~$69,400) 

Ra.te Base ~22,139,700 $16,926,000 $ $,213,700 

Rate of Return 0.03% 3.40% 

Op'erating Ratio 99.97% 97 .Sl~ 

( )Statt est~ate: cxcoo~ those of a~pl1esnt. 

Vehicle Miles 

Operating Revenue 
Expenses, De~reciat1on 

a.."ld Taxes 
Operating Inoome 
Other Income 
Total IncoIt:e 
Income Taxes 

Net Operating L"lcome 
Amortization ~~d L~terest 
Net Income 

Rate Ba.::e 

Rate of Return 

Oporllting Ra.tio 

____ )Staff estiIr:.ate: exceed those ot applicant .. 

-15-



e 
A. 35601 1 A • .3565.3 ~ A.' 3572$, A.' 357)7' ';:' AH * 

A comparison' of the' fore'gO:in~r:tables, in the light· 

of'the record in 'these'proceedings,. discloses certain principal 

differences in the est~ates of revenue· and expenses and the 

reasons therefor. The differences in operating revenue are due 

~o the fact ~hat the company used 'a higher percentage o£ diminu­

tion of loss of passengers than did the staff in estimating the 

effect of the proposed fare increases. The staff's estimates:of­

equipment maintenance are based upon a cost of 2~ cents per mile 

for 100 new motor'coaches while the company used .3 cents per 

mile'. 

,.'~'he, differences' in Transportation Expense under 

present, and px=oposed fares are due to the applicant estilna:ti:lg~: 
~ . . , 

there",w111 be a saving of' $103,500 in operators' wages due to ,- . 
partial conver.sion from rail to motor coach, whereas the'staff 

estimates these"wages will increase by $15,800., Partially:, 
, k'" \. 

offs~~~1ng this ,is a staff estimate of a fuel and power,saving 

of $52,200, whereas applicant makes no such allowance. 
" ,'9, . , 

A major differ'ence is noted in the item of General 

ExP~nse. $240,600 of this di fierenee is represented in the 

eS~?-mated' cost of public liability and property damage insur.ance., 
" 

The applicant's higher estimate is based on a percent of revenue, 
, ' , 

whereas the staff's estimate is based on past experience of the 

company'." 

The company's depreciation expense estimat,e -As ~6-,,500 
~ . . .... "". . . 

higher tha."'l that of the staff. This arises from the ~ract . that the 
• .l- .-j ,l ' 

staff adjusted certain depreciation rates based on their ,estimated 
~ ~ ':.. . 

remaining life. For example the service lives of c~r:t~!l motor 

coacnes was extended from" 10 to 12 years. 

The difference in Operating Taxes arises from the 

fact that the staff gave effect to a. proposed fuel tax .. decrease 
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in 1955 and applicant did not. Other minor differences appear 

in the tables which are not detailed herein, although the 

differences were explained in the testimony presented. 

The principal differences in the estimates of rate base 

between those used by the applicant, Los Angeles Transit tines, 

and the staff, are to be found (1) in the fact that applicant used 
. . 

the book cost of land, whereas the staff used historical cost, 

(2) applicant made an allowance of $1,000,000 for working cash, 

and in the case of the estimated rate base under present operations 

an additional $1,000,000 for capital to effect the proposed changes 

in service, whereas the staff did not allow these items, and (3) 

applicant made allowances of $400,000 for prepaid expenses and 

$240)000 for stock it holds in Transit Casualty Company, an affil­

iate that insures applicant, while the staff again disallowed 

these items. In general the staff followed the changes in accounting 

procedure recently adopted by the company. 

The foregoing comments relate to the rate base estimates 

of applicant which are o~ a historical cost basiS. While applicant 

also presented other and higher rate base estimates which were 

adjusted to "present dollar values," the evidence presented in 

support thereof does not warrant the adoption of this type of 

adjustment. 

In these proceedings the staff estimates will be adopted 

with the exception of that relating to the state fuel tax. The 

staff relied upon existing law which provided for a future decrease 

of the present rate applicable to the fuel tax of 1/2 cent per 

gallon for the state levy. The State of California now has 

enacted legislation continuing its present rates of tax on fuel. 

-17-
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With this c:x:coption the stafffs estit:lates are found to be reason­

able and in co~ormity with sound rate-making practices. 

C01'lloa.rison of the estimates of ?~1:etropolitan Coach Lines and the'.' 
s.ta.fr. 

A eO!r.I>arison of the estiI:l~ted result$ of o!,erat1on of· 

Uetropo1itan Coach Lines as 1'resented by that a,plica.."'l.t a.."'l.d 'by 

engineers of the staff of this Comoission follows: 

ill! 
Vehicle Miles 

Operating 3evenue 

Operating Expenses 

Total Income 

Income Taxes 

Net Operating L"'l.come 

Rate Base 

Rate of Return 

Operating Ratio 

Present Fares 

P.u.c. 
Anp11cant Staff Difference 

25,284,400 25,239,500 44,900 

~)15,5l5,700 e15,806,800 ~ (291,100) 

$16,070 1 100 $lZ:380%250 ~ 689%850 

554,400* $ 

103.57% 

426, 550 $ (900,950) 

18z06Q~. 

408,490 

4.70% 

97.40;! 

( _____ )Sta.ff est:tr.mte::: cxcocc. those of applicant. 

Indicates red figures. 
?ronosed Fares 

Item 

Vehicle 1~I11os 

Operating Revenue 

Operating Expenses 

Total Income 

Income Taxe $ 

Net O~erating L~co~e 

Rate Base 

P.u.c. 
A~nlicant Staft. D1ffe~ence 

25,133,48,5 2S~o45,100 88,385 

$16,363,600 $16~674,lOO $ (310:500) 

~16,026,400 ~15t316!150 C 710:250 

C 337,200 $ 1,357, 950 ~(1::020 t 750) 

~ - - - ~ h9u:12Q 
~ .337 ,200~; 8637 760 
$10,540,040:j 8,694,830 $l,845,170,"" 

Rate of :teturn 3.201& 9.90%' 
Oper:lting Ratio 97.94% 94.801t 
( )Staff cst1.ma.tes cxcoed those of o.pplicant: .. ~:. 

-18-



e 
A.35601, A.356S3, A.35728, A.35737 - RJ 

The princi,al differenceo in these estimates, according 

to the eVidence herein, are set out hereinafter. The higher 

estimnte or ogerat1ng revenue oy the $taff lies in a difference 

as .to the ,ru'ltici,ated trend of traffic. The lower estimate of 

operating expenses by the staff is to be eA~lained largely by 

d1tterence~ in estimates of the cost of (1) 1nsur~nce and safety, 

wherein the staff used ap,11cant f s current experience, whereas 

applicant contended this was for too short a time, less than a 

year, nnd accordingly used the experience of its predecessor; 

(2) depreciation and a~ortization, in that the staff used a 

12 year lite on equipment, and applicant used a 10 year life; and 

(3} L~ est1matL~g operating taxes the staff gave effect to pro­

,osed future decreases in state and Federal fuel tax laws, 

althouch they are not now in effect, and used a 1953 ex,er1ence 

L~ estimating the Tr~s,ortation License Tax, while ap~licant 

differed in both of these ite~s. 

The diff~renceg in rate base estlmate~ are more sisni -

r1c~~t, amounting to O~~845~~70. App~1eant (~) 1ne~uded $800~OOO 

~or working eash~ (2) used book value for lands and structures, 

which is :)437,108 higher than original cost, (3) ~laced a use 

value on tully depreciated revenue equipment owned ~ an amount 

ot $311~500 in excess of the staffTs allowa~ce, (4) L~cluded all 

conte:a,lated invest~ents for the rate year while the sta:tt' only 

included those for which firm commitments have been made, account­

ing tor a difference of .)238,346, a...~d (5) followed the deprecia­

tion practices hereinabove set out. 
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The :::ta..t'tTs e::ti!:Ul.te as to r~te bast"> we find to b'e 

reasonable a.nd it ~~ll be adopted in this proceeding. While there 

~y be m~rit to some of ~,~lieantrs contentions in relation to 

expenses, pnrtieularly with ~eference to the anticipated cost of 

insurunce end ~afety, these contentions need not finally be 

resolved herein for reasons hereinafter set out. 

The eVidenco diocloses tha.t the Los Angeles Tran.sit 

Lines is the prL~cipa.l local ca~rier, handlL~g a~~roximately 75% 

of the traffic. tEetropolita.."l Coach Lines handles about 25%, and" 

although it perfor::!s a large amou..."lt of interurban haulinS1 th~~ 

fareo therefor are not at issue here. These a.pplications relate 

solely to the local fares. Furthermore, the evidence discloses 

that both major applicants, as well as the Olend.o.le City Lines .. 

should receive the same treatment as to 10co1 fares beca.use of 

connecting routes and interchanging traffic. In any such .joint 

treatment, the Los Angeles Transit Lines beco~e: tho major factor. 

A complete con~1deration ot all of the evidence in these 

proceeding: leads us to the conclusion, and we now find that 

~~,licants are ~ntitl~d to corne faro relief, but not to the extent 

applied for. 

A principal ele~ent in reaching this finding lies in 

the estimated effect of the changes ,ropo:ed by the Los Angeles 

Transit Lines as authorized by Decision Ko. 50734, supra. Therein 

that compa."ly was granted perr:llssion to substitute motor coa.ch for 

rail oervice on certain designated lines and to abandon a,proxi­

mately 45 miles of tro.ck1 30 r:.f which are in public streets, and 

15 on ,roperty other than ,ublic streets. As shown by tables 
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heretofore ~ct out :n thi$ decision, the effectin~ of such cnnr.ges 

will reduce the Los Ansc10s Tro.:'lsit Lines f operating expenses by 

:;;813,600 accordinc.; to comp~ny 0$ tixr..ates and ~ .. 523, 100 aocorc.in,s to 

eatirr.o.tes of tlle COl':llnission f s :;to.!!' onginee:!"s. 

During tt'le course ::;f thcoe proceedings, r eterences were 

~de to other proceedin6s pendinG before too ~o~d of Public 

Utilities one!. 'rr" .. n:::;portation of the City or Los A;:'lSeles, which 

ot;,er ;>roceeo.inss involved t~'ltl zervice Chal'l.:':os proposed by 

Los Angele:::; 'l'r.:nsit Lines. On .i.~ovel'aber 23, 195L~., tb.o.t board 

issuc~ it: tcnto.tiv0 rczolution denyins the Los A.~geles Transit 

tines permiosion to rr..a!,e the ma.jor ljOrtior.. of these chances, a.nd 

by Board Order No. 151, d~ted February 8, 1955, t~10 tentativo 

denial was affir:::.ed. 

Rooulta.ntly, the chanzeo authorized by the decision of 

t~J.i:; Comr:liso1on, No. 5073L~1 :Juprn, '.I!l5.C:l ws..s permissivo rather 

th:m mandatory in nature, hc.vc not been carried out, and in 

actual fact tho Los Angeles Tr~~it Lines presently is bearing 

the greater cost of the r~il operation. This interi~ opinion 

and order, therefore, is ~0ing issued upon the estimates sub-

mit ted in the rocord based upon prosent operations. 

Zxhibits 53 and 62, submitted by the staff engineers 

o.nd an engineer of the City of Los Anseles, respectively, show 

the res1.!l ts 0: certa,in 0.1 terna to :are pro .. ')o!::a1s ror the too 

Anselos Transit Linos, and Jxl1ibit 62 show~ similar information 

for l'ietropoli tan Coach Lines. ii'rorl. these eXhibit:::, anC: 5i ving 

con:::iderc. tior. to t t1e ot:1er evid.ence in t b.o ~)roceedincs, we find 

tho. t a s ingle-zone. faro of 17 cent3, ~., i th a fare of 6 cent::; for 

each $.dC:i tional zone, \'Jill pl"ov:tde a.pplicants with r easona"ole 

rolief, and we fine: the sar.:e to be jU3tified. 
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The ensuing order will authorize these changes. The requests to 

eliminate tokens and to increase school fares will be denied, it 

being the finding of this Commission that the continued sale of 

tokens at the present rate, and the continued application of 

present school fares is justified and reasonable. The proposed 

change of ~;etropoli tan Coach from 30-ride to lO-ride commutation 

books will be authori zed. 

We estimate such a fare structure will provide 

Los Angeles 7ransit Lines with a rate of return of 6.41% and an 

operating ratio of 95.5%, and will provide Metropolitan Coach 

Lines with a rate of return of 7.54% and an operating ratio of 

96.0%. These estimates are based upon the staff studies as 

hereinbefore modified. 

In making t~ese findings we are cognizant of the"testi­

mony of the various public witnesses who appeared in opp~sition to 

the prop~sed increases, including the representatives of the 

vario~s civic and- student groups who appeared at the hearings. 

If and. when the service changes as authorized by 

DeciSion No. 50734)·supra, are placed into effect, either by 
'I ' .. 

applicant receiving permission from the Board of Public Utilities 

and Transportation of the City of Los Angeles, or otherwise, this 

Commission will-again consider these fares in the light of the 

effect ,of the .. chang.es·upon applicantts financial condition. 

o R D E R - - - .... -
Applications as above entitled having been filed) public 

hearings having been held thereon, the Commission being fully 

-22-



e 
A-3560l, A. 35633, A. 35728, A. 35737' AH ~(~( 

advised in the premises, and good cause appearing~ it is hereby: 

found as a fact that the increases ~n rates and charges authorized 

herein are justified and that the present rates in so far as they: 

differ from those authorized are for the future unjust and 

unreasonable; therefore, 

IT IS HEREBY ORDERED: 

(1) That the Los Angeles Transit Lines, the Metropolitan, 

Coach Lines, and the Glendale City Lines, be, and they hereby are .. " 

authorized to increase their present single zone fares from 15 cents 

to 17 cents and the fare for each additional zone traversed on all 

interzone rides from 5 zents to 6 cents, such increases to be 'made 

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

public as published in the applicable tariffs of the respective 

parties. 

\ 

{2} That Metropolitan Coach Lines may sell lO~ride commu.­

tation books on a'basis of 95% of the one-way cash fare when 'the 

one ... way cash fare exceeds 35 cents, adding a sufficient amoun~~ :to 

make the lO~ride fares end in 0 or 5 cents and concuprently with 

t'he effectiveness of the lO-ride fares cancel the present 30-r.1de 

/ 
{ 

\' .' 
commutation books a.."'l.d upon not less than five days' notice to the· 

Commission and to the public publish appropriate tariff changes. 

("3) That in addition to the reC!uired filing and posting of 

tariffs applicants shall give notice to the public by posting in 

their vehicles and terminals a l'rinted explanation of the fare 

changes. Such notices shall be posted not later than five days 

before the effective date of the fare change and shall remain 

posted until not less than ten days after said effective date. 

(4) That the au.thority herein granted shall expire, unless 

exercised Within sixty days after the effective date.of'-this, order .• 

(5) That this order is interim and experimental in nature and 
may be reconsidered by this CommiSsion whenever','good' cause appears 
,so to do. 

(6) That in all 'other respects Applications Nos. 3.5601 and 
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35653 for the purposes of this interim order are denied. 

The effective date ot this order snall be twenty days 

after tho date hereof. ~ 

Dated at va /'J 

/.
' ~ ;t:;7-; this _____ 0,.; ___ _ 

rrC? /7 C / S a;> California, 

e>.t6/"'vdlr l/~ ~ 1955. 

Commissioners 
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APPENDIX "A TT 

A P PEA RAN C E S -----------
Gibson, Du.~n & Crutcher, by M~x Eddy Utt, for Los Angeles 

Transit Lines, applicant in Applications Nos. 35601, and 
3572$, interested party in Applications Nos. 35653 and 
35737. . 

Metropolita.n Coach Lines, by ~'laldo K. Greiner, applicant in 
Applications Nos. 35601 and 35'737, l.nterested party 
in Applications Nos. 35653 .... nd 3572S. 

Ro~er Arnebergh, City Attorney, Alan G. Campbell, Assistant 
C~ty Attorney, and C. E .. Hilker, Deputy City Attorney, 
for the City of Los Angeles, T. M. Chubb, General Manager 
and Chi~f Engineer, ~~d Robert W. Russell, fer the Depart­
ment of Public Utilities and Transportation, City of Los 
Aneeles, interested parties. 

Robert E. Reed, George C. }:adley, by R .. B. Pegram, for 
State of California, Department of PuBlic Works, 
Division of Highways, interested party as· to Applica­
tion No. 3572S. 

Henry R. ~:cClernan, City Attorney) and John H .. Lauten
1 Assistant City Attorney, for City of Clenaale, 

interested party. 

Henry E. Jordan, Chief Engineer, Bureau of Franchises and 
Public Utilities, for the City of Long Beach, 
interested party. 

C.;J.rl E. Fennema, for Downtown Business Men's Association, 
interested party. 

Herb ?rince, for the Vermont-!·:anchester Business AssOCiation, 
interested party. 

Mrs. Faustina N. Johnson, Secretary-Manager, 'l-'latts Chamber 
o? Commerce, interested party. 

Christ~pher J" Griffin, City Attorney, City of Huntington 
Park, interested party~ 

!-!rs. Francis B .. ~I[ood, for Child Wel.fRre Bureau :EI,nd Manager 
Los Angeles Tenth District of California Congress of 
Parents and Teachers, Inc., interested party. 

Ernest L. Messner, for 54th & Crenshaw Merchants ASSOCiation, 
interested party. 

Theodore K. Resmey, in propria persona., and for Citizens 
Transit Cornmittoe, interested party. 

Ellery G. V.cClung, for South Side Ch~ber of Commerce, 
i~terested party. 
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F. R. CooE, Administrative Officer, City of Inglewood, 
interested party. 

James V. Ramey, for York Boulevard Chamber of Commerce, 
interested party. 

Orel S. Karnes, for Eagle Rock Chamber of Commerce, 
interested party. 

Lee .V. Sida, for Glassell Park Business ~en, interested 
party. 

George H. Hook, for Glendale City Lines in Application 
No. 35653, and interested party in each of other 
applications. 

Cecil R. Fletcher, for the York Boulevard Chamber of 
Commerce, interested party. 

Herbert B. Atkinson, for South Los Angeles Transportation 
Company and Atkinson !r~~sportation Company, interested 
party. 

H. D. Holcombe, for tbe r-~onte Vista Business Men t s 
Association, interested party. 

\1illiam E. McElro;:, for Eagle Rock Realty Board, 
inter~stea party. 

Neville R. Lewis, City Attorney of San Fernando, 
protestant. 

Elliott P. Fagerberg, for Citizens Transit Committee of 
. I-letropol:i.tan tos Angeles, interested party. 

Harold J. McCarthx, for the Co~~ission staff. 
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