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Application No. 36840 

John C';"MeHo'se and William G. Mirow, 
tor appl'1cant. 

Ra1ih '0'. Fitting. and Loren W. East tor 
• P. McClammy, president of the 

Nortb:'Island As,sociat10n ... protesta.nt. 
teon W. Scales, tor San Diego· Transit 

System, interested party. " : : . 
Bor1s H;,t'akuSt'"a ... tor the starr ot the: Public 

Ut1ritfes Coim1asion or the State ot­
Cal1forn1a. 

OPINION ... ~--- ........ 

The Star & Crescent Ferry Company is a Californ1a corpora­

tion engaged 1n the business ot operat1ng a common carrier passeDSer 

service acros", San Diego, Bay, between the City or San Diego, and 

North Island. By application tiled March ,30 .. 19$$ ... it seeks autl?or1ty 
. . 

to·. establish increased tares on 10 days' notice to the Commission 

and to the public. It Allege~ that under present tares its. operations 

are resulting, 1n substantial lo&ses. Its present tare is Scents 

cash per one-way ride. It seek& to 1ncrease this fare to 10 cents 

and to establiSh. a token tare or'8~1/3 cents 'based on'the s81e or , 

3 tokens ror 25, cents. 

?ub11c hearings on the applicat1'on w.ere held 'betore 

Examiner C. S. Abernatb:y at San D1ego on June 14 and June 22~ 19$$. 

Evidence tnthe matter was preeented by officers and 

~ployees of the terry company who traced the historical development 
, . . 

of the operations aM· the events which led to the tiling. ot the 
r, " . '. 

present application. A consulting engineer who· had been retatned by 
, , 

the company to a:ca.lyze its revenue needs submitted thereaults ot, his 
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study. Other witne3ses tor a~11eant testified ~oncerniDg specific 
. , 

facots 'or the services and the ~osts thereof. A tranaport8.t1o~ 

engineer of the Commission's. starr who had also made a study ~f 

applicant's operations, particularly as the1 pertain to the tuture, 

presented a summary of his findings and est1me.tes. Represe:c.tat.ives 

ot· an association eompr1se~ substantially of applicant '.s patrons 

presented certain data in OPP08ition to the SQ~t tare 1ncrea.s6$· 

and otherwise participated 1n the development ot the reco~d. 
' -,. '.', .. 

" The record shows that applicant is a St1~CeS80r' 1n interest 
.' 

to;serv1ces which until September 30, 19$4, and tor·almo~t. 40 years-

prior thereto,.. we~e conducte~ by the Star and Crescent B08.~ ?Oe 
The terX"'$' service was one or several business activities o~ the 

Star and Crescent Boat Co. In order to- separate its pu'b11cutil1ty 

services from its other.operations, <the 'boat company caU3ed the 
, 
I Star & Crescent Ferry Company to be tormed, 8Jld transferred to· it . 
'1 

the. ,operating rights and asset·s pertain1ng to the terr:r, services. 
, . 

Although thIs pro·eeeding deals w1th the terry services 8s.,.conducted 

'by tbell'lew corporate entity, cons1c1erat1on necessarily must be' 

g~ven. ,to phases 01' the o;peratio%l3 under the predecessor ",company 

in order; to 'bring th~ matter! 1nv~lved herein into' :prop~r 

perspective • . :'. 
It appears tha~ tor many years the terr'9' services have 

ceen closely allIed, to operations ot mil1tary establishments on 
. 2 

North Island. Almost all or the patrons of the ferry services 

2 

... 

.. '... ........ . '" 
• .." I~ " t~· ~ . ~ • . ...., 'It ,. 

The: transfer was made pursuant 'to au.thor1:t'1 granted by Decision 
No.' 44450, and by related DeCisions Nos. 44907, 4$676, 49272', 
and 50233,. " '"" . ' . . . , 
'., 

According. to testimony of app11cs.nt f a preSident, North Island 
has 'been a military base since' abou.t 191,$,. At', present a naval 
air statio-n occupies the whole or the island.' . "", " 
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have been, and are, either civ1l1~~ employees or the m1l1tary 

establishments or military personnel stationed on the island or 

on ves:Jels t.1.sing the island docks and anchorages. Because or the 

composition or the trart1e, the usage or the terry tac111t1es . 

hs.s fluctUated with the volume or military activ1ties. With the 

expansion or :military o~rat10n3 dur1ng World War II, .passen,ger 

tra'9'el to 9J:ld from. the island more than quadrupled and reached a 

peak or almost 9,000,000 passengers during the year 194$.. It 

has since receded to abot.1.t halt of this amount. The eVidence shows 

that to meet the sharply increased service, demands, the Star and 

Crescent Boat Co. replaced it., t1eet with largerv6ssels espeCially 

designed '£or tb,1:) service. Certa1n or the vessels which were 

used during the war years have been retired. At present six 

vessels, eaeh having. a .carrying capacity or about 500 passengers, 

and' several smaller vessels are 'being used in the rerry operations. 

Applicant states that as a consequence or the post-war 

decline in traffic ''101ume, and because of increase's in operating 

costs which have been exper1enced, the terry services have not, 

returned ar::J' pro:f'1t since 19$1. It report:!! operating results :tor 

19SZand :since" as :t:ollows: 

TABU: NO.1 

Operating Re:!!ults - Fern Serviees 

Year Ended ,septemoer 30, 4 Months Ended 
~ ~ 12.2!:l: Jantts:t"y,,31, 19$$ 

Operat1%lg Revenue $2!z.9',9l1 $2.397767 $237,,267 :$ '1.>;473 
Operating Expenso 289,875 294i6?4 309,034 104,219 

Net Loss $ 39,964 $ S4~857 $ 71,76-7 $ 30.,,;906 

'Operating Ratio 116.0% 12Z .. 9% 130.2% l42.11& 
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Thro~gh ~vidence submitted by th~ consulting ~ng1neer 

applicant Predicted a cont1n~at1on or the s~e high rate of 

operat1Dg losses shown in ~able No .. 1 11: pre3ent tarea are 

ms,intameci. The consultant e~t1mated that under present tares, 
" 

the terrr services, tor the l2-montb.-period end1Dg September 30, 

19S5~ would produee a 1053 or a.bout $100,000, aDd that the 

corresponding operating ratio would be about 14$ percent. 

The Commission engineer likewise foreSAW operating 
," - , " 

losses under present tares. H1:5'est1mate" however, differed 

~ter1ally from that of the consultant in'that instead ot a loss 

ot about $100,000, he predicted tb.a.t the 10'8S' wou.ld be but $,3,97$.. 

The est1mates ot the consultant and or the Co~s810nengineer 

also d1:f"tered :lubstant1ally With respect to there!ults that would, 

be atta.ined under the sought tares. These est1m8.tes are summarized 

in Ta.ble No. 2 below: 

TABLE NO. 2 

Est1mated Results of Ferry Services tor 
a Year's Operations under Sought Fares. 

Consultant 
Case I Case II 

Operating Revenue $371,030 $371,630' 
Oporating Expenses J16z~Z ~2lz2:z8 

Net Operating Revenues $ ~,1$3 $ 49,6$2 
Allowance tor Income T&.Xes 22,712 , 832' 

Net-Income $ 30,318 $ 26,,919 
Rate Base $217 .. 917 $276,,691 

Rate 00£ Return 13.9% 9.~ 
Operating· Ra.ti0 91.~ 92.~ 

CommiSSion 
Engineer 

$417;970 
2~2z220' 

$162'7~0· 
82,2 O~ 

$ 80,?+90 ' 

$212,300 

37.9%· 

8o~7% 

Note: The consultant T s est1mates shown in the column 
headed Case I wer~developed on the baSis ot 
a.pplicant f:t book records; those in the column 
headed Case II reflect a.dju.stment:! in, the depre­
ciQ.t1on accou.nts with respect to certa1n proper­
ties which have been fully dep~ec1ated. 
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It would appear from the eonsul tant' s . est1m8.tes that 
, ~ I .,""::;'- ,., .... ,; .• ',., 't .. , ..... .... fI", ;! ~l"" ,to ~:, • .,;~ ,.":',,.... ,':', 

the earnings which would result under the sought .fares wOllld~ at 
" • ," , .,' • ..':.: I ,-.".", ••••• ;,~~' .. ",. "'t.' '~'~"""!.! I. I ..... ~. 

the most, be little' more than those which are' reasona.b1y '~ee~8ilr:r . 
, r . ~.. ., r, ,. j }., ' ..... r·.'···:··:. ~ ~. i ~ .... ~ " ':. .' . J t • 

to maintain the ferry services. On the other hand the figures 
I" • I ; : , • ,- r "";,. ~ : \ .".. . . OJ • , • • ~, 

of the COmmission etlg1neer indicate that the earnings would 'be 
'." " . " " ". t" 

excessive. In v1ew or the w1de variations between the est1mates, 

~pe~1fic con31derat10n w1ll 'be given to the prinCipal items of 

d1tterence in order to determine the 'basis most suitable tor any 
, ,""',~, ~. , , ~ 'j -:'\ • I, 

1ncreas~ 1n tare~ that may be authorized hereinafter. 
" . 

REV'ENUES 

The differenee or ~~re than $46~ooo between the revenu~ 
) . 

~st~tes or the consultant and those of the Comm1ss10n .eng1nee~ 
.', ~ • , !. .' I 

stem from (8.) differences. !xl estimates ot the number or passengl!rs .' , . 
which will use a~plicantf3 services; (b) differences inost1mates 

I • • " I '~. "'"' ,.',~::. i 

Or the amount of token 'u:J.e.ge; and (e) inclUsion by the Commission 
,...;' • .' ,.. !" ~' I'·'"'' ""., ..... !.r"'I'l. .. 

engineer of earnings from a cafe operat1o~ o£ the ferry compe:n.y.' 
., r. ~ , I· , , '. ~ ~ I .,. 

Passengers 

The est1mates or passenger volume of the consultant and 
,' .. 

of the Commission engineer were both largely developed from analy-
, " If 

ses or applicant's traffic to arrive at the trends thereot~ The 
,", I' {~ .' ,f" , (.1 

consultant torecast tb.e.t there would be a continuation of the ... I,. 
'i to 

'I 

decline in tre.!f1c from the post-war high which wa.s exper1eneedl,1n 
, . ',' , . 

" " 

19$1., He est1ma.ted that tor the test yea%' ending with September. 30" , 
. I " ,f' I '; ;i 

19$$" the trarr1e volume would total 4,,39.8,,000 passengers .. a. 
; "t • 

d~cl1ne of ao?ut' 7~ below the volume or 4~.74~.34o passengers' tr&lS-
.'" ',I"', -'., 

ported dur~g 1~?,4. At the he~1:cg~ the, eO%lsultantrev1sed his 
• , .' • + ~... '. • "., 
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~1t1al estimate to 4,500,000 pa~sengers to retleetincreased,travel 

which,P he sa.1d,P had oeclJrred o1nce his orig1na.l e~t1mAte had been 

prepared.. The volume of traffic which the Comm1ssioneng1neer 

estimated tor the test year is also less, than tbat tor'1954. 

The d1rterence, howevor, is less. The eng1neer forecast that a 

total or 4,612,800 passengers would be carried, an amount about, 

~ below the 19$4' volume. 

Evidence relat1ng to applicant's volume ot traffic was 

presented also· by the superintendent of employment or the North 

Island Naval Air Station. This witness, who was called on behalf 

of the aS30c1ation representing. applicant's patrons, su'bm1tted a 

chart showing the number ot civil1an ~ployees or the station 

since 1948. According to the chart the num'ber of civilian 

employees reached a low about the end ot 1954 and bas stnce increased 

to the h1gb .. ~8t level since the th1rd q,uarter or 19$3. The w1tn.e.ss 

stated that Q turther increase in employment 18 ant,ic1pated, by 

the commander:·ot the station. 

It· 8:pp~ars that the downward trend of applicant 1 s 

tratfiC which has prevailed sinee 19S1 has been arrested. Ne1the:­

the original estimate or the consultant~ nor the mOQitied estimate 

which he s~bsequently pre3ented, appears to· give sufficient recog­

nition to the change in trend. On the other hand th~ higher 

est:1mate or the Commission engineer appears more responsive' to, 

the recent developments. It is concluded that ror the, purposes 

of this proceeding the passenger volume est1ma.te of the Commission 

engineer should be adopted as 8. basis ~or the ealeulat10ns herein­

attar. 
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Token, Usage 
.,.:' '. ~'A ," .. 

,N .... " ~-. The revenue foreea.sts, of the consultant wer6 deve'lo~c1. 
, '.,.', " .' " , , . ,.: ~ /. " "'. ':, J'I~" .',' " ........ :,- I \ •• 

on the assumption that ,9$ percent of appliea.nt' 8 patrons would 
.w, ..... ~, .... ;. •• , .• ~.". 'I~ :';:--'. t'. \ " I t \"~. /:' .>, ~ ':'.~' "',_ .. .'.t 

ava.il themselves or the 8-l/;3 eentz token tare" a.nd that only 
• ;(:,,'., ••• :.~:, •• I" ... ~;. I.i"·'~ (:}: j 'J' .... ,:\ ".~,(\ '\ ", ~ ;_:", 

$ per~ent would pay the lO-cent cash tare. The Commission engineer' 
. , ".',' ,'" . ,.... 'I- ' T". ~t I..., (. '. " . . J: .... " .' ,'.' . 

as:lumed,.:t~t the:~~k~n u.sage would'be 83~ereent with l1 percent 
, . • .,' ,'II ,. ..• J. \ _.', .• " • • ':.' ~~ (\' . . , !.". I .'" , •• , ',' , :- , .~: .. ' : , • • ! .: . 

of the ,r1~ex-s paying, the lO-cent tare. Both est1me.tes or the 
~; :' "I, .. ~ • < ' ~ }' ';. t ',~ . .".' '. , . " " ,t, \ I '~r 

pro~8.ble token Ilsage necessarily are based on ju.dgment. l'hat or 
~.I~( •. )~ !"" ,,', '. .,': .•.•. . , , . ;,,' 't';. ,"":.' ft, .•. 

tbe Commiss.ion engineer appears. to be better rounded 1nasmu.ob. as 
'. ,::., ~ :;.: -.. ... ••• ,~' '" " " ~I 'f:: jI,ol 

it was based not only on numerou3 studies and eomparisons which 
. . r, • ••• ~, , .. , : ' ,'..' . • .,'. ' .\;, : ~ 

be personally had made or token usage in var10u;s tare structu.res 
• "J • It~ '-~ 1;' ;': I ,f'. i".' : I, I " I, '" I 

or passenger carriers, but a.lso was based on state-wide studies 
~'.' ": , .. ,; \' .• I', 'j" • '_, , ,' •• I' ~' , I .... 

0'1" token Il~e.ge wb.;e~ have been made by the ,Commission's Transporta-
, • I. ; ',\ ). .'" i." , • j, • , , . : t. ,~. ",'f. •. . 

t10n Division in whieh studies he partieipated. The token use 
: " 0 ' J' • ...".:. ,:': c' . .. ' , .I.,,~" 

!actor which the engineer. re eommended will be adoptod.. 
" .'" ,I .' • ,,~ "",}: ~ f 

Cafe Ea~1ngs 

The Commission engineer ineluded in his revenu.e estimate 
,;/,1. \.~ t~., .. " j. ',. :1".1 .. , I • • ", \ t',', 

as nother revenu.e~ from applicant's public utility operationS 
, ........ ""~,,. I .. (J ' ,',t,' ".' , .' :1 

antieipated earn1:ngs 0'£ ~20,,630· trom a cafe and. magazine stand 
I ,~ •• j,. : ~ ~. • " • 

'! 

whieh s.pp11eant operates in its San Diego terminal. Applicant t~~ 
I·' J '. ,....,' ;,,," ~ : " • "j~"! I~ t •• ;' 

exception to eonsiderat1ons being given to the earnings of the 
. " ~'" , I :. ::,' ,"I :11 .' " , J: ~, " , ,;. 

care and'rela.ted operations ina.rr1v1ng at the revenu.e needs ot· 
. , '1·"" ";, 

the terry service. '.through its consulta.nt al'ld thro\:tgh its counsel 
.' ," ,,' • ',1. ,.-' r·. , 

applieant argued tbat the cafe and other services are notot a' .. ' 

publie utility nature; that there' is no, obligation' of the ~erry to 
' f, I ,,. • I ' . .,'~' riO., .,' '. ." • 't., '.' 

provide these services; that the opex-at1on or the care is not 
I I' .. , 

f'· I....' ; 

ineident91 to the ferrys,erv1ce" but; is a sf1para·te bus1lle3"~~ venture; 
l', "., , t~ "II,' ".,,~. t ". :;"H ••. ~f"',~" ... ,~/,:; 
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tha.t although the majoritY' of the cafe's patrons are riders of the" 

terries,· a substantial,' number of the patrons eome from otM%", 
. ". .. .. '. 

sources; that were the services being conducted at a loss the terry 
; #"f." 

patrons would not be expected to make up the losses and that 

correspond1ngly the terry pa.trons should not be given the benefit 

of the' earnings. In support of its position applicant presented 

eVidence through the manager or the C9.te to show that the cafe is 

physically separated from the ter'J::1 terminal areas; that 2$ to 30, 

percent of: the patrons do not use the ferry and tha.t the gross 

revenu.es or the eafe and other services area.:l large as or somewhat 

larger than tb.osetrom the terry operations., .. 

Whether the cafe and related services a.re part ot'. the 

terry operations appea.rs to have been previously determined by the 

applieant. As has been indieated hereinbetore, .an objeetive or the 

forming or applieant company was to separa.te publ~e util1tyserv1ee ,'"' 

trom other services which were b.eing provided by the Sts.r ~ 

Crosee:c.t Boat Co •. Th1& objective is etated in the joint applioation 

whieh th~ terry company and the boat eompany riled w1thtne 

Commission in seeking authority to transfer operat1vf) rights a:nd 

properties of the boat, company to the ter%,,:! eompany ('App'11c.o.tion" 

No. 31483 and supplements thereto): 

"A pr1~e1pal purPOGO or the trans~or 13 to d1v1de 
the opernt,1Jlg af.tse'ts. ot Star llnd Cr08cent Boat Co. 
between the two eorporations, the new rerry 
eompany to own those assets subject to regula.t,ion 
by the CommiSSion and the Star a.nd Crescent Boat 
Co·. t.o retain those a.ssets not su.b.1'eet to sueh 
re gulat ions. n 
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Included 1n the list or the assets tor which transrer 

authority was sought was the 'boat house ea:fe equipment and the ';' 
. .', ,. 

boat house' which houses the cafe. In their reference to both: o£ 
• ·f . 

these propert1es the ferry company and the boat company specifically 
• j '" " "f , 

ident'1t1od tb.o.m as PX'OPf'.%"t1~s bei~ used in the ferry op~ration. 
. . . . 

Appii'ce.nt f s statements ot tact and those or the 'boat compmy''';' 
~., \ '. 

coneern1ng the use or these and otber propert1es were aceept.ed by 
. ..... ", . .,,.: .; . ~ 

the Commission 9.S basis t,or Decision No. 444$0, supra, and for. 
o .', ' "' 1 ." .' ,_ 

the sub30quent rela.ted dec1sions. The status o:f the ca:fe and. . . 
" 

the related .services having heretofore been estab11shed by 

applica.r..t as part of the ferry operations, the arguments Ythich 
, . '. 

.. are now advanced to establish a contrary tinding are without merit. 
. ".' ,,-' 

The earning3 of those other operations will be cons.1dered as part 

of those of the ferry services. 
,", 

EXPENSES 

In the matter of expenses the d1tferences between the .. 
"I' 

estimates of the consultant a.nd of the Commission eng;neer'are even 

greater than the differences in their revenu~ est1mates, the' , 
:'" ., 

. 
expense estfmates or the engineer oeing ~bout $60,000 les3 than 

those of the consultant. Some of the differenees in the est1'ma.tea 
, 

are relatively small and offsetting; others are more material and 

re~u1re specit1c consid~rat1on here1n. The est1mate8 are detailed 

in' part 1n the following tabulation: 

-9-



A-36840 GF 

TABLE NO • .3 

Comparison or Expense EBt~te5 ot the Consultant and 
of the Ccmm1ssion Eng1neer .-

Item of i;x]?ens6 

Operation ,or Vessels 
O~rator:s 
Fuel: and.OU 

RepajrS.,. , 
Equipment., . 
Term.1nal 

General. Expenses 
Salaries or General Or:ticers 
Salaries or General Offiee Employees 
Lege.l.Expense 
Dues, Donations, Subscriptions 
Compensation and Miseellaneo\ls Insurance 
Operat1ngRents 

'Vessels 
Or:t1ees 

Depree 14t1on 
All Other Ex]?enses , 

:' .. 
Amount or Estimate-" 

" COmmission 
Consultant' 'Ezigtnoor 

$89,278, 
7,290: 

LLL.,210' 
'8,767 

37',200, 
l2"l90 , 

1,SOO(a), 
1,751 
8 .. 112' 

6,820-,' 
2,370: ' 
21~606(b) " 
80,989;. , 

, oj' 

$ 9l ,,7
8

,O', ',' 
.'9',40 

I· • ; 

3$,,020': : . 
c!'sso' ;;I, " 

6,000,,: 
4,800 , 

,300 
-4,830':, 

1 090' " ~"'./ "'-". 

"lS;~O~ 
80,620:':: , 

$255,220,< 
(a) Corrected figure !:rom $1,400 .. 
(b) Adjusted tor tully depreeiated propeX"t1e.s. 

Operation or ,Vess~ia 
Repairs to Equipment and Terminal 

, , 

It will 'be noted from the .forego1ng t'able that tor the 

operation of the vessels the consultant est1mate~ total expenses , . ' 

or $96,568'~ a.:~ compared to the estimate or $lOl~S-70 or the COmm1ssion 
....... ,.. ., . eIlgineer. It a.ppears tbat the lower expense figures of the consultant 

conform to his lowe~ est1mate or passenger volum~wh1eh'has been 

d1Gcussed here1nbe.fore.Stnee the eng1neer t s estimate ot passenger 

volume is d'eemed to be the more, represent,a.tive of the volume. that 

applicant will realize, his corresponding expense ~st1m9.te .for' 

the OPeration or vessels should be adopted 11kew1's&~ In the m8.t't'er 

otrepa1re to equipment and ter.m1nal, the engineering est1mat~ is 
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t$12,000 less than that ot:' the eon~ul-;ant. The o~ns~lt8.nt" ~ t,1gures 

were partly based on repair ex~enses o~ the past t~~e years. 

Those ot the engineer were computed from an analysis of expend1ture~ 
, . ..' , " 

. 

over a $~~ee.r period. It appears that tho longer p~;~ e?~eBp()nds ' 

more nearly to the u.sual intervals betwoon major repa1~s t~ 
.. ~ ,., ~~ '''' 

applieant's equipment, and that the :r&pa1r expens~ est,1mates of 
' • • , • I ~ 

the engineer are therefore more representative of the e~~~~~es 

rl:)ason8;~'ly applicable -, to, the operations. 

General Oft1eers r Salaries 

The'allowance of $37,200 which thE> consultant includ.ed 
,J ..... r .•• ''''' •. , .',.' OJ 

in his expen3e estimate for aalaries of general ottieer~ retlact, 

the or~ieersT 38.1a17 scale that wa.s esta.bl~3hed with the se~~7-~t1o%l 

of the terry services from those or the Star and Crescent Boat C~. 
" ,. -', J tw.·, 

Th", gen~ral officers or the, f-erry company are also general ott1cers 
I" ...... ,.,',.' 

ot the boat company. A charge ot equal amount is made aga.~stthe 
, .... 1,· ,-

boat company tor the serviees which tb.~ott'icors perform f'o~ that. 
. ,t. u ".~' j 

company. The Comm.1ssion engineer included but $6,,000 toX". tb;~ 

salo.r,1es ot the general off'icers in his expf:>n30 est.imates ~n the " , 

~ , 

~ounds that tor the t~e wh1en the otficers devote to the 3e~1c~ . , 

< .. 

the e~ge is eon~istent w1th payments made t'or general ottfcer'~ r 
salaries by publie utilities of like character! 

In respo%l3e to the engineer T s showing" the consultant 
ro',.' I. 
-,Il .. 1 undertook to develop what he de3ignated as the m.1n1mum. amount that 

would be rea30nable t'o~ general otfieers'salar1es were the t~rr,. 
: t, :.' I ," j • I ~ t 

company wholly unrelated to the 'boat co:mp8.ll~ and were· the otricers 
i .' ! I"~ <,,.' . .' ,,~ • .'":./ :' 

,devot1llg their' full t 1me to the terry serv1ce::!., On tb.1s basis he 
,'" • .;". •• I ... ", • .. I< 

~lowed an annueJ. sum ~r $'1$;000 tor the salary of tb:e p~~:;1dent 
" .. ,'" ",. ..; ....... :' " •• ',' '\II .'\ .' • '.'#' _ .... ' , 

and$10,00~~tor tho salary oj Q v1ce president/general ma~ger. He 
"', ,'I.... ",;' ';, . ~ .... v ;' • • ~ I' ' , 

~aidthat $20 7 000 ot the total allowance should be charged aga1nst 
. ~,. '.: ... ;' .... ' ,. ... ,,' . r ~,', '., ,~ .... .,..... " 

t~~ terry s6X"Viee and the balanee aga1:n.st the cate operations-. 
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The record shows that at present thepr1nc1pal part1oi-
It., ",:. . t/ .. ~ , . 

pat10n of the g~neral officers in the affairs of the company is 

that or tormulatlllg and directing the company policie~'~' .~ major 
, " 

pa.rt ,of their functions appears to 'be that of directors, ratber 

tb.e.n that of execut1ve officers _ The ev1dencI) shows that a large 

part of the operations or the company are pertor.med under the 

supervision of tb& superintendent or operationD. It thus appears 

that much of the functions or' the 3uper1ntendent is that of goneral 

manager. It is concluded, therefore, that furt~r provision for a 

general manager is not necessary. The allowance or $6,OOOwh1ch 

the Commission eng1neer re~~xmnenclecl 'be me.de for m.e.ne.ger1.al services 

other than those provided by the super1ntendent or operat.1ons· 
\ ~ I" 

appears to 'be.1nsutt1e1ent to obtain the type or management, neoe8~ 
... ,1"" ••• 

gar"! to the efficient operation of the terry service. As. to the 

company'So operations in the past, the record is persuasive' that. 
;'" I,.. . 

they have heen woll managed and that the officers hAve been alert 

to- keep the services abroast 0'£ the needs. The amount of $1$,000 
.. ~, . 

which the consultant recommended be allowed tor the sala.ry of 8. 

president devoting his full t1:Ue to the' operations appears" in.the, 

c1reum.stanee3 herein shown, to 'be co:m:mensurate with the opera.tion 

and necessary to' continue 1n effect a high l&vel O'f director1al 

and managerial service. This amount will be aeeeptedas a reasonable 

charge to operating expenses tor the purposes 1nd1csted~ 

Salaries of General O.f.f1e~ Employees 

W1th. respect to' tbe item or salsries tor general o:rtice 

. employee:s, the $12;190 est:1m9.te 0'£ the consu.ltant is almost $7,,$00 

more than that of the Commission engineer. The consultant f s figures' 

reflect expenses allocated to the 'terry eompMY tor the' services 

-12-
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ot e1gnt employees whose services are divided between th~ Star and 

Crescent Boat CO'e and the terry company. The consultant r s 

est1mate a.lso·represents the amount wh.ich he said wou.ld have to be 

paid :tor the services ot three tu.ll-t1me omployees, the m1nimum 

number of employees which assertedly would be necessary to perro~ 

the work req,uired. The engineer T s est1mates make allowance tor 

t.b.eserv1ces of two general ott ice employees. In addition,. how­

eve~, other ot his figures which relate to the operation or the 

vessels include prOVision for clerical assistance to· t~. superin­

tendent ot operatiorJ.8. Applicant' oS op-erat1ng :Jtatements show 

that for the years 1952' through· 1954 the annual charge tor salaries 
, i 

tor general offiee employees allocated to the ter'r"3' operat ions,! was 

a.pprox1mately $12',000. The evidence indicates that in the latter 

ps.rt ot 19$4 with the separation of the terry services rrom those-
. 

ot the Star and Crescent Boat Co., the clerical torce was augmented 

'by the assi~nt' ot cle rical help to, the superintendent of .operations.. 

As s. consequonce, it appears ths.t the consultant's es·tjmated expen"e 

tor the elerical statt approx1mates $17,$00, as contrasted to a 

corres})ond1%lg figure or about $9,300 or t,M COmmiSSion engineer. 

It wo.uJ.d seem that with the expectation that the tra:tt1c volume 

tor the coming year will be about, the s~e as ~or 1954, and less . 

than that tor the years 19$2 and 19$,3:, the attendatrt clerical' costs 

would be s.t:about the same level as for the previous, years. 

Applicant did not· establish the r~asonablenes$ and neeestJ1ty tor 

tb.eadd1t1onal clerical expen.3e included in its est1m4tes. Neither 

is the reeord conv1ncing that the bUSiness can be reasonably operated 

under l05ser clerical costs than for the prior' year. The allowance 

herein adopted '£or 'salaries tor general office employees and for 

other clerical help will corre:spond to the Average expenses or the 

past tbree years. 

-13-



Le,g,al Expense 

The engineer's expense estimate ot $300 !.or-legau. 

service appears 'lo~ in relation to a shoWing. wh1ch 1smade~by 

applicant th~t 1;ts expenditures for legal advice and. advice on tax 

matters is $1,5'00 annually, and that furthermore the expenses which 

it has incurred in the preparation and processing of the instant 

app11cp tion are more than f.:~6, 5'00. Applicant proposes to' amortize 

the latter amount over a ;-year period by an annUal charge 0'£ 

$1,300. It aecordingly estimst·es $2,800 as being the ,amount 

of its· legal and related expenses for the coming year. X·his· 

amount appears reasonable in view 0'£ the show1ng. made and'will 

be adopted herein. 

I 
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Compensation and Miscellaneous Insurance 
',~"":L:~' ,:...... . ... , ~ .. ~ .. ,_',.:.~.L< . . :. ':,"", , , : .... 

" ',' '" The consultant ~ $ estimate ot $8,112 tor compensation anel 
' , ', 1 - • " • ", • f f' '" ~ ; "," 4 ,'. ' .. J~ r.', ~ 

miscellaneous insurance represent G :8. prorate or the combined 1nsur-
.... .",' :" • ': ,'" .'. ,.., " ". • , • , I' '. ' ~..... \ ~., , 

anee expell3e of the te%"%"3" company and 0'£ the boat company. The 
" . ':.: .... ,-. '':'' . . ", ' rr.,. ' .. :,' ' ... , 

engineer's f1gure or $4,3,30 was ~a;cu.lated. by a.pplying'the ap.pl;~~'ble 
... ~ C j.., f • '. • ,:' # ,I 

insurance againBt the properties and other items ot the terr,y 
, .., 

company which are being insured.. The latter tigure appears to have. 

been developed on a more exact basis and will be included 1n the 
, . • " ~,~ , I 

bas1~ tor tho oonclusione he:r:·&1netter. 

O:eerat1ng Rents. 

, F~r service dUX"'1%lg portions 0'£ tb.e ott-peak periods, the 

terry compa:o.y uses small boats, some 0'£ which it rents :!'rom the' 

Star and Crescent Boat Co. 'rhe consultant's rental estimates '£or 

these vessels tor the test yea:r is $6,,820. This figure compares 

With the ~ual"oa.t rental expense of $6,,66$, which was devel~ped . , ~ 

, t., " 

by the Commission engineer trom the company'.5 records cover1rJ.g ita 
. '.,',.. ,', ~, -.'; ~ . .'. 

operating experience tor the 6-month period end1~ with ~eh 31, 
• r, 

1955. In contrast the e:cg1neer's est!m.ate tor the rental 0'£ vessels 
. , , 

' ",.' ~ :' :" .,. 

tor the test, 'year is $1,090. This last t1S'J,re a.ppears. low 1rlAsmueh 
."",.- . 

as it does not appear that the ope rat ins methods of the company 
.' ",. . r " 

hav~ been revised so as to obv1at,e need tor the rented vessels • . " 

The higher'estimate of the consultant will.be accepted. 
.... ", '.. " ~ "; , 

. Other operating. rents est1.mated by the consultant 1nclud.ed 
I' ,I". • : 

an axmual charge or $2,370 tor the rental of .off1ce space which 

applicant shares with the Star a.nd Crescent Boat Co-. The. C'0mm1ss10n 

eng1neer inclUded no provision tor 0.f:t1ce rental in, his .f1g~e~. 

on the grounds that the company could utilize spaee in its San Diego . , " -, 
I' 

ferry terminal tor ott1eepurposes. In reply the company asserted 
'. .' I • J 

through its consultant that the space in the term1nal is neither 

sut~1c1ent nor approp~1ate tor 1t3 offices. The eno1ce ot office .. 

-l.$-
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space and the amount 91b.ieh was charged therefor appear to" be 

matters wh1ch lie rea:5onably within the 3COP'6 or applicant's 

managerial discretion. The consultant's ~st1m4te tor this item 

will be accepted. 

Depreciation 

Applicant's practices. with respect to depreCiation and 

those of its predecessor company, are, and. have been to comp~te 

charges to depreciation expense on the basis of shorter service,. 

lives than those which may reasonably 'be expected to be realized 

in the use of the pr-operti&31nvolved. Prior to the sep&rst1on 

of the ferry operatiOns· trom those or the Star and Crescent Boat 

Co .. , tbat eompany, pursv.ant to authority granted by the Bureau 

or Interna.l Revenue, fully amort1zed on a short-term basis two, or 

its terries whieh were placed 1n serv1ce during World War II. In 

the t~a%lSter ot the terry properties to the terry company, th&s& 

tully depreeiated terries.. as well as the other asset.s transterred .. 
, 

were entered on the books of the terry eompany at the net, tigures 

3b.Own on the reeords ot the boat comps.ny_ At the time ot,the 

transt'er the vallle of the proper,t1es 8.S shown on the boat company's 

books was approximately 44 percent or the C08tS ot the property. 

~h& record :mows that bad the boa.t eompany charged deprec1at'ion on 

a bas1D consistent with normal, e~eted service lives, the recorded 

net value would have been 1$ percent greater. 

Xhe consultant asserted that the accelerated depreciation 

polie1es which have been tollowed heretofore should not eontrol/the 

~ount or depreciation expense to be allowed tor the purposes 01' 

.f:1xing .fares tor the tuture. He declared the.t the depree1ation. 

expense Gstimates tor the tutu.re should contorm to the depree,ia.t1on 

charges wb.1ch wo~ld normally apply. He argu.e<i that the tacilities 

involved are 1n daily operation; tbat the present riders shou.ld 
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'be expected. to pay tor depree18.t1on; that a:pp11cant' s present 

patrons are different,1'rom those' who helped pay the depreciation. 
, \ 

charges in the past; that the' $-cent tare which has be,en charged 

heretofore 1G,the m1ntmum practical fare; and tha.t le:sserdepre­

ciat10n charges would not have been reflected by a lower fare. 

With respect to the a~8ets wh.ich were deprecia.ted under alltb.Or1zation 

ot the Bureau 01' Interna'l Revenue, he, argued :t"urther that the 

exercise' ot that Au.thority conformed to a purpose.- ot Congress to 

make available the internal funds ot comp~ies and firms to meet 

national detens·e needs and tha.t the tact that such authority was 

I9xerciaed shou.ld'not bar applicant's right to receive normal 

depreciation on tbe properties used in its service. 

In proper eaSes a public utility may write ott operating, 

properties' on ',m accelerated basiS in order to avail itself of 
"," 

beneficial provi310nsor the Internal Revenlle Code.. So taro, as its 

patrons are concerned, how~ver~ safeguards must be established ~ 

3uch instances to aasure that the :p.atron~ are assessed "ro.'r' 

depreCiation no more than 13 commensurate with depreciation charges 

computed on a normal basis. Whether the annu.a.l chsrges to 

c.eprec1a.t1on are calcu.lated on an acoelerated 'b.Q:lis or at ~nor.Dl4l 

rates the u.t1lity should not expect to receive more in the aggregate 
'" 

through the medium or its del=,reciation charges t~an it ~nv~sted in 

the properties. In this 1nstanee it appears that as to the tully 

depreCiated properties applicant and its predecessor company have 

recovered their investment therein through the earnings ot the ' 

"rerry service. No further depreeiat·ion with respect, to these. 

properties s.ppears neeessar:v~ As to those properties wh.1eh are 

yet partly undeprec1ated~ the depreciation eXp0nse esttmates ot the 
I 

Commission engineer which were developed on the basis or the remain­

ing service lives of the ~rope~ties appear r~asonable' and will 

be a~¢pted herein. 

-17~ 
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~~n5es Summarized 

: . .;;.",~,.:'.~.. In the following: table the expense' est1mllte3 he:"e1nl>e.ror-e 

shown in ~able No. 3 are ro~tated with effect be1ng given to the 
., .. '. 

eonclusions set forth abov6 eone~rn1ng the 1tem& d1scu~$&d: 
, " ;.1 "1-,, 

TABLE No.4 

Operating ExpenG& E3,t1mates, Adjusted 

Item o"t Expense 
',. . 

O~~~ation or Vessels 
Operator s: 
.Pu.el'and Oil 

Re!)e.1rs, 
.' ~u.1pment 

Terminal 

Gener~~::E~enses 
Salaries ot General Officers 
Sflla:r1es.ot General Otrice Employees 
Lee:alEx:cens e 
~l1:penS.9.tlon 9.no. lV!'l.sce'l.laneo\t$ :tnsurl5l.nee 

.. 9Perating Rent·s 
, .,·'Ve-ssols 
:, ". Orfices 
De:pre,ci9, tion 

All Other Expenses 

Total 

RATE BASE 

Amount 

l5"OOO 
7,SOO' 
2,,800'.· 

LJ:,830 . 
6,820: 
2,310;:':, 

15".~0;· 
;' .. , ... ' ) .. ' 

81 1+20:/ 
2 . '. 

$278',320: . 

A!'J has been shown in Table No. 2 here1D.above, the 

eer4,s",.:x.t.o.nt· est!lnated an amount of $276,691 as' being the value or 
" 

the pro:pert1e;t u.sed 1n the terryoperat1ons.3' The Commission 

eng1D.Mr similarly estimated an amount ot" $212,300. The' d1tterence 

3 
2'b.1s .figure re.flects the adjustments which tbe consultant. urged 
be made in depreciation expen~. The consultant also subm1tt~d 
a rate ba.se .figure of' $217~917 which he said was developed . 
directly from applicant's, books. 

-l8-



A-36840 GF * 

between tee est~tes is attributable to the difterences in the 

~ounts allo.wed to.r work1ng cash; to. the fact that the engineer 

included 1n his rate base tigurean a11o.·Nanee tor the pro.perty used. 

in the cate o.perations, whereas the eo.n.eultant did not; and to. 

the differences in the valuatio.ns placed on the pro.perties. 

Working Ca.sh 

The allewance for wcrk1l'lg cash which the consuJ. tant 

included in his rate base data amounts to. $47,174. The allo.wance 

tor working cash which was made 'by the Coimniss10.n eng~eer wa's 

l1mited to. $9,100 tor menies used ter eha.nge-ms.k~ purpo.ses. The 

eng1ne~r 3aid that eXhaustive studies wh1en have been made by the 

COmmiss1on f s statt·1nte the matter 0.1' werking cash shows that none 

is l'.eq,u~ed where, as in this instance, thecarr1er' a revenues are 

received 1n advance o.r the service tb.a. t is pertormed. Inasm.u.oh as 

it does not. appear:. tb.e.tc1reu:mstances relating to. applicant. r s 

operat1Ons justify cU.rferent conclusions, no. prov1siento.r working 

cash, $xcept tor· the s.mount o.r $9,100, will be made hereina1't~r •. 

Cefe Properties 

In.viewor the conelusions which have been reached 

l:ereinbetore that the ee.!'e operations are part o£ the ter%""! . 

services, discuss10n or the propr1;!y_o,:Lan allowance 1n ~l'pp11eant's 

rate base £1gures ter the care pr~pertios is unnecessary~ The 

amount which the Coxam1ss1on engineer recommended be i:lcluded for 

the care properties will be adopted. 

Ferry Prope·rt1e s 

T~ consul~t and the Commissio.n engineer bo.th developed 

their respective rateba.se data on the depreCiated values or the 

pro.perties used 1n the te'r%7 services. The values used by .the 

consultant represent theorig1n8.l cost or the properties less 

accru.ed 'deprecia.tien computed at rates co:c.tor.m1ng to reasonable· 
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, ... 
service lives of the properties. Th~ valuations used by the Com-

mission engineer reflect the accelerated depreciation ratesappli.ed 

by applicant and by its predecessor, and to that extent they are 

lower than those 0'£ the consultant. The two vessel:swh1ch were de~ 
, . ",' 

prec1ated at the accelerated rates· allowed 'by the Bureau otInternsl 

Revenue cost more than $65,000. Altb.Ou~ thes.e v,essels have been. 

w:r1tten ott, about halt of their original value remains from a'service 
, , 

standpoint. :For these vessels the engineer included in bis rate 

base figure an allowance ot'$5~l.j.oO tor use value. This allowance1s 
, I 

an arbitrary amount determined by diV1d1ng the original costs 0'£ the 

vessels by their age pl'l.l.s one. The development o~ rate, base data Oll ' 

the depreciated book values ot the operating properties conforms 

to the method. which has been approved many t1mes and 'Will be reaffirm­

ed here. This method or developing rate base is conSistent with our 

position regarding the allowance tor depreciation expense. The :rate 

base as 'determineo. by the Commission engineer 1n the' amount· of 

$212,300 will be adopted as rea'sonable. 

Smnnary 

In Table No. 5 below are show.n est~ates of app11cant's 

earnings under, the sought tares and under alternate tare structures ... 
suggested by the consultant and by the Commission eng1neer~ The 

consultant, in su1:m1tt1ng his alternate proposal, :Which assumed a 

.. '.'" 
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cash tare ot lO cents and '8. token 1:are ot 7-! cents b'8:sed ~n the 

sale or two tokens tor 1$ 'c-ents, :d·e.c~8.red th8.t it was ,offered' tor 

information purposes only.and that it :should not be construed as a 

mod1tication of 9.}:plicant f s proposal. The expenses which are shown 

in the tabl~ are those .summarized 1n T·abl·e'No. ,4 above: 

TABLE NO. $-

Es~1mated Results ot a Year's Operations 
unde~ Propo3edFares and under Alternate Fares 

ProEosed Fares Alternate Fare proIos&.lS 
iO¢ CasS: io;t Ca.sh lO¢ ca8h~ Cash 
3 tokens 2 tokens 4 token1S 10·token3 
for 2$t tor l$i tor 2$i for 50i 

Operat1ng Revenue (a) $41~,,970 $381,$82 $33i;420 $302,,010 
Operating Expenses 27.320 278,320 '218,'320 278d 32O 

~et Operating Revenue $1~9/6$O $l03,262 $ $3,lOO $ '23.,690 
Allowance tor Income Taxes 9',799 $0,179 23',131 7,771 

Net Income $ 69,8$1 $ $3 .. 063· $29,969 $ 1$,9l9' 

Rate Baae $212,300 $212',300$212,300 $212',300 

Rate ot Return 32.9% 2,.0% 14.l% 7.5%· 
Opf)rat1ng Ratio (b) 89.3% '91.~ 94·'/%·: 97;.CI/o· 

(8.) Revenues and- expenses 01: 1:errr serv1ces plus . 
$20,.6,30earn1ngs, before income taxes, rrom ea~e 
operation. 

- . 
(b) Based on revenues and expenses or terry services plus 

revenues or $2$8',000 and. expenses of $237,,370 applicable 
to care operation. . 

With reterenca to· the I return that it should. be per.m1tted 

........ 
~ 

-:0 r~e.l1ze, a.pplicant: argu.ed that a terry service is a relatively -

high risk operation and that the hazards just1!1 a higher rate of ..... 
return tb.a.n that wh1ch would be considered reasonable,,£or· other 

tYP~3' or pu.blic utilities. As evidence of these hazards' 1tpo1nted 

out that its route of travel directly crosses the main channel in 

SanD1ego Bay through. which. moves a large part of the shipping in ' 

and Ol.l.t of the San Diego Harbor.. In .support of i:ts ,pOsition in 

this respect, app.l.1eant eit.ed 1nstanee3 where rates ,o.t"return o£ 



. . e 
~-36840 GH* 

11.2 to 11.67 per cent have been found by the Commission to be 

reasonable tor ferry operations in vi~ ot the attendant hazards 
5 

and other considerations. 

A.lthough it may be concluded that a relatively high 

rate of return is justified by the nature ot a:pplicant's operations, 

it appears that earnings as grea~ as· those that would result under 

the sought fares or under the alternate tare suggosted by the. 

consultant wo'llld be excessive. It appears that more reasonable' 

results would 'be attained under the alternate tare suggestedby' 

the Comm1ss1on engineer,' which. provides tor a 10-cent c.ashfare· 

and a token rare or 6t cents based on 4 tokens tor- 2, cents~ 

Upon car.e1'ul consideration or all of the evidence or 

record the Commission concludes· and finds as a fact that the 

estimated operating results under this basis of tares as shown in 

Table 5 are reasonable, . that the-tares proposed by applicant, thus 

modified as to the token rate are reasonable, and that such increased 

fares are just1:f'ied.. To ~h1s extent the application 'Will be granted. 

The exercise 01' the authority will be conditioned upon the'use ot· 
- .' 

tokens not smaller than .88 inches in diameter. By stipulation 

tiled as part of the record in this proceeding applicant agre.edto 

this. condition in order that its tokens, it authorized; would not 

be contus·ed with tokens which are being used by th~Sa.n Diego Transit 

System. 

ORD'ER -- - ......... 

Based on the evidence or record and on the conclusions.and 

findings contained in the preceding opinion, 

5 

IT IS HEREB'! OP.DERED that. 

In re Golden Gate Ferry Co., 26 CJR.C. 172, 179;1n re Rodeo: 
~llejo Ferry comp~ny, 26 C.R.C. 188:, 199; in re Southern 
P~c1f1cCompany, 2 C.R.C~ 682, 707 • 

. -22-
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(1) Star & Crescent Ferry Company be and it hereby is 
authorized to establish on not less than ten days' 
notice to the Comm1ssion and to tbe public, in­
creased fares f'or the transportation 0'£ passengers 
between San Diego and N¢rth Island as follows·: 

. ** Cash tare 

** Token ·!are 

** 

10 cents. 

6t cents ,.based· . on :the 
sale of tokens tat .. 

. the rate of" ·,4 tokens 
for 2; cen.ts~ . 

Does not apply to ch1ldren under f1v& years 
of' age it held 1n lap 0'£ adult passenger. 

(2) In the exerc1se of the authority herein granted. Star 
&= Crescent Ferry Company shall utilize tokenS not 
smaller than .88: inches in diameter. 

• I" 

(3) In addition to the required· tiling 0'£ tarif:rs.,~the 
Star & Crescent Ferry Company shall give notice 'to 
the public by posting in its vessels' and 1n its 
terminals a statement of' the faro changes. Such 

. not1ces shall be posted: not less than ten days before 
the effective date of the fare changes, and 'shall . 
remain posted until not less tb.an ten days al'ter ~s'aid 
effective date. 

(4) The authority herein granted shall expire unles's 
exercised within ninety days after the et:rec't':[1fe 
da te of' this order. ' . 

(5) In all other respects Application No. 3682+0 'be 'alld 
it is hereby denied·. . 

This order shall become effective twenty days 'a:!ter the 

date bereo:r. 
~ Dated at. ___ .... .._.;;;;;.;;; _____ , C~l1:ro:rn1a, tllts. ~ $ -

day of _ ..... IJ...;o/_/~.."...w.:;;~;;.;..._. 
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Ray E. Untereinar:' ... . 
COlm1S31oner__ • . • 'be1l.'lt 
n'~"",:,"1'!"'~';V ''''-PTI+:. did no,~~t.1e1~tt: 
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