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Decision No. = ~O<WO2- -. .

In the Matter of the.Agpiidézion of ) Coe e Ly
METROPOLITAN COACH LINES, a corpora- ) Application No. 36869
tion, for authority to adjust rates. )
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'fQWal&O‘KL;Gfeinég.and James H. Lyéns, S& James H.

Lyons, for applicant.

- . Llarence K. Winder, for the City of Pasadena, L

= protesting 1st Amendment.to Application No. 36869;
Frank T. Kostlan, City Attorney for the City of
Pasadena; and Emile Baruch, in propria persona;
protestants.

" Roger ‘Arnebergh, City Attorney, by Alan G. Campbell;
.~ 5 TerM. Chubb and Robert W. Russell, for the B
* Department of Public Utilitiecs and Transportation
of the City of Los Angeles; Henry E. Jordan, .for
%gghgurgag oberancgéses and Publig Ut%%ig%esé:and
i rea Jacobson, City Attorney, for Leslie E.. .
Still, Deputy City Attorney, for the City of Long
each; -Herbert B.' Atkinsen, for South Los Angeles
Transportation Company; David D: Canning, for Los
Angeles Transit Lines; Cari F. Fennema, for o
DowntcwnﬁBusingSSJMen’s Association of Los Angeles;
Henry McClernan,City Attorney, by John H. Lauten,
Assistant City Attormey, for City of Glendale; - |
Dale Weaver, for Brotherhood of Railroad Trainmen,
General Grievance Committee, and Stephen B. Doss,
in propria persona; interested partics.

H. F. Wigeins, for the Commission's staff.

Applicant herein requests authority to increase its
:_eiisting passenger fares on so-called interurban lines by incieés-
.,j;gg all of the fares set forth in its ﬁariff; Cal. P.U.C. 3748, as
$followsi
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Where present * - Increase
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Token 7 for $i.00 Cash - 20 cénts
Commutation (a) 30-ride book 10-ride book

(2) Applicable where one-way fare is greater than
35 cents. Books sold at 95 per cent of appli-
cable cash. fares, adding sufficient to make
total e‘ndﬁ in ?TO"" or 775'1'?,

(b) (b)

Half of adult ome-way fare applicable, adding
sufficient to make total end in "O" or "5,

School ' No increase requested.

In connection with this proposal, the Pasadena City Lines;
Inc., the Glendale City Lines, Inc., and the Catalina Island
Steamship Line joined in an amended application to request increascs
in certain of the joint fares between each of those lines and

Metropolitan Coach Lines.
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Public hearings were held on June 22, 23, 24, 29 and 30,
and July 1, 1955, before Commissioner Rex Hardy and Examiner Grant E.
Syphers in Los Angeles. On these dates evidence was adduced, and:on
the last-named date the matter was submitted subject .to the'f;liﬁgvof
concurrent briefs by the parties. These briefs now-have bfﬁp gféeﬁ
and the matter is ready for decision. |

At the hearing the president of Métropolltan Coach Llnes
outlined the background of that company in connection with its
entrance into the transit field in the Los Angeles area tprough
purchase of the passenger operations of Pacific E;ecg:ic‘ﬂailway |
Company. Subsequent to this purchase, M@propolitan Coach Lines
commenced operations on Octobexr l; 1953, and has been condu;p%pg'
these operations continuously since that time. As of the da@g;of
this application, all of the operations of this company are qbpdﬁqpe@

by motor coach with the exception of the four southern divisionﬁ“

lines which are rail operations conducted over tracks and th:qugﬁ'the

use of rail equipment owned by Pacific Electric Rai;way Company;ff

Exhibit No. 3 is a map showing the roﬁtes‘of Metropolitan
Coach Lines and distinguishing between its so-called local and inter-
urban lines. Generally speaking, the local lines are to ihe north
and west of the system, while the interurban lines constitute the
remaining lines operated by the company. The principal differences
between local and interurban lines are that different fare structures
are 2pplicable and that free transfers are permitted betweégﬂthe
Jocal lines and the Los Angeles Transit Lines, whereas no s#gh trans-
fers are permitted from or to the so~-called interurban lines.' This
application proposes increases on the interurdben lines only.

The testimony disclosed that since applicant in%ﬁgu;ate@
operatiocns it has purchased 230 new buses at a cost of $5,302,298,
and has made other capital inveStments; including shop improvements

at Macy Street and new shops at El Monte and Van Nuys in the anount

~3=
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fof b957 887. Likewzse,rby authorlty of th1° Commission the company
has substituted motor coaches for certaln ra;l operations in the
Hollywood and Glendale areas. On March 7, 1955 an increase in the
' fares on the ¢ompany's local lines went znto effect. The ¢company
| co“tended that it now is losing money on 1ts lnterurban operations
.1n splte of all of the economies it hao boen possmble to effect.
| Applmcantfs research engineer presencedla study (Exhibit

NoLlh) as to the estimated financial reoulto'of operation of .
xetropolitan Coach Lines under present fares and proposed fares.
xhis study shows a down trend in rovenue passengers and estimates |
that by December 1955 the average weékda; passengerr on interurban‘.‘
lines will be approx;mately 77, Sbl as compared to more than 89,000
in October 195; when the ' company oommenced ooeratzons. Correspond—
ingly, the study estimates a. down trend 1n paosenger revenue. Other
facters taken into coms 1deraxzon 1& th;s study include the osrxmated
mileage to be operated, operatmng and mainconance expenses, operating
taxes, a proposed rental whmch.ﬂmtropolitan Coach Lines: alleges it
will have to pay commencxng October 1, 1955 to Pacific Electric
Rallway Company for the use of rail fac111t1es, and an-allowance of
4 per cent of operating expenses for so-called contingent risks.
Thzs allowance was said to be made up of costs incurred oy regulatory
‘ag 1n the securing of fare increasc,, increased costs of labor,

materia*s, and taxes which cannot bo fbresoen at the time fares are

'adgusted, add;tional decreases 1n traf’zc and work otop 2ges such as

strikes.

Exhibit No. 4 contains summaries of the esoimamod results

of operations under present and proposed fares ‘on the interurban
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- lines, the 'local lines, and the entire system. .The summary for the

entire system:is as follows:s - :

Estimated Resnlts of Operation - System
AS_Shown_in Applicant's Exhibit NOL4 -
l2-month period .,
ending June 30, 1956
Item " e _Year 1954 resent rares Proposed'Fares
Revenve - $16,436,253 " $16,143,440. $17,336,360
Txpenses 16,266,237 + 16,871,200 - 16,874,590
Operating Income - 170,016 (222IZE§V~, L6éx,770
Income*Taxes" - ~ | 25 17,990

Net Income or Loss TETES) - b3, 780 -
Rate of Return « ” 1;8%;

Operating Ratio after .
Income” Taxes :~ 104.5% 97.4%

Rate Base - $11.,556,020 " 11,556,020
(Red Figure) -

Exhibit No. LA was submitted: in further explanation of
the cost of repairs-to motor coach equipment , and Exhibit No. 5 was

submitted as a breakdown'of the insurance and safety expenses

claimed:by the company.  Applicant's presentation likewise inecluded

testimony in explanation:of all of the estimates submitted, together
with financial statements and other.data relative to the present
operations.-

The applicant attempted to introduce evidence concerning
its agreement with Pacific- Electric'Railway Company dated Junme 21,1955,
as to rentals for the use of rail’facilities on the southern lines
after October 1, 1955, but siuch evidence was not received and appli-
cant agreed to submit the agreement in an appropriate proceeding.
A witness for applicant did testify that in his opinioen $288,50C;mas
his estimate of a fair - rental to'be paid’bi*the company for the:use
of these“&acilitiesé*‘“'

..5-' ™
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.The testmmony dxoclosed that jmore than 70 per cent of che
number of fares which are presently collectcd by the company on its
interurban lines are 30 cents or leos.. Likewmse, there weo test:mony
as to the goznt fare arrangements between applzcant and the other |
carriers who are pertmes to this proceeding. The only changes pro~
posed are those made necessary by the reqnest of Metropolitan Coach
Lines, and no. increases in the looal fares of these other carriers
are involved. .The fares hereln proposed for Metropolitan Coach Lines
- Will amount to an average increase of 23.#& per cent over the present
fares.

-The City of Long Beach, through the Chlef Eng;neer and
Secretary of its- Bureau of French;ses and Publlc Utzlmtzes, presented
testinony and exhibits prlnclpally concerned wzth the effect of the
proposed fare increases in the Long Beach area, and also concerned
with certain alleged discriminations between locel and znterurban
fares. Exhibit No.’lo is a map of the rouces and fares charged in
the Long Beach: area, and Exhibit No. ll is a comparzson of present
and proposed fares of Metropolitan Coach Lrnes ghowxng the per cent
-,of increase. Ethbmts Nos. 12 and 13 show the route mrles and fares
.,on interurban and local lznes, while thlblto Nos. 14, 15 and lsA
.detall. this information 1n graph form. It was the pooltlon of this
witness that the applmcant does not have compareble fares and zones
. as between its respective operetzons, and further thar che fares of
Metropolitan Coach Lines contain dzscrzm;namzons when compared wzth
the fares of other lines in the Long Beach area.

At the conclusion of the hearing, the Depuxy City Attorney
of the City of Long Beach made 2 motion that before any further
adjustments are authorized in applzcant's feres, the Commzsszon make
a complete study of all of applicant’s £hres, zones and trans fer
arrangements either as a part of these proccedmngs or on the

Commission?s own motion.
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An engxncer of the staff of the Publlc Utzlzties Commission
-presented testlmony and ethb;ts as to appllcantfv proposals. Exhlbit

No. 16 is a study of the estlmated resulos of oporatzons under present

D
and proposed fares, and contains phe followlng estimates.

Estlmated Resilts of Operation 'S soem
As Shown in P.U.C. Lxhibit No.l

Sy 12 months end- l2-month perzod éndlnRL6-30-56
Ttem ing_4430-55 Present Fares PropoSed Fares

‘Revenue $16,391,857  $16,123,820  $17,316,220
Expenses 15,999,029 15,316,070  15.279,070
Operating Income 3é24828 867;756 2,037;150
Income Taxes 2 199,260 862,150
Nep Tacome or Loss 5%2;803 608;&90 1;175;0O0‘
.Rate of Return 3.0% 6.0% 11.5%
Operatlng Ratlo after

Income Taxes ?8.0% 96 2% + 93 2%

A

Rate Base $10,606,640  $10,222,790  $10,222,790

The C;ty of Los Angeles, through the assistant general

v
-

manager of lts Departmenz of Public Utxlzties and Transportapzon,
presented testzmony to the effect thas 1t was in substantxal agree-
ment wzth the estmmates of the staff as to the results of operatlons
under present and proposed fares. Howover, The witness did recommend
'an alternate fare in Exhibit No. 18 which provides a lesser 1ncrease
on short-haul passengers than on 1ong-haul rides. It was contended
that this would compensace for the recent increases received by the
company on so—called ‘short-haul fares. The estimated results of thxs
alternate fare are set out in Exhxbit No. 19.

o An Exhibit (No. 22) and testlmonj were presented by an
aoeountanz of the staff of the Publ;o Utzlxtmes Commissmon relatzve
to the source and appl;cat;on of funds of Metropolxtan Coach Lines

for the period from October l, 1953 to April 30 1955. This exhlblt

-7_‘
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. Shows a cash item balance on October l; 1953 of"$9'62+.-,5929 and- "Or}

. April 30, 1955 of'$l;010;526; an increase of $45,597 ?beWeéfn""tﬁe'two
.. dates. In addition, the witness developed from the exhivit' the fact
that the operation of the business has gene‘ratéd"'sufficiem cash
. during the period to cover an operating Loss of $172,446 and to pPro=-

vide for capital expenditures of $874,587.
Seme public witnesses appeared and presented testimony as
To alleged inade‘éu‘a‘cies of the company's service and ‘schedules.
An analysis of the testimony ‘discloses that the revenue
. estimates of the ‘applicant and the staff are n general fag-eeﬁént.
. However, there ‘are substantial differences in the estimates of rate
. base ‘and expenses. The staff estimates were generally concurred in
. by the Cities of Los Angeles and Long Beach. The major differences
, between the estimates of the appiﬁfc-ant and staff will be discussed
.. brdefly. ' |
‘The ‘company sets out a rate base under present an;l proposed
. fares of $ll~,75¥56,020; while the staff's estimate 4is $10,222,790. The
. principal reasons fér this difference are itha? ‘the company has made
an ‘al¥owance for working cash capital of $800,000, whereas the staff
has ‘made mo such allowance , and ‘that the company bhas used as its
investmert for land and structures ‘the assigned purchase price paid
to "the Pacific Electric Railway Comp‘any;; while ‘the ‘staff used the
original cost of ‘facilities when first ‘dedicated to public use.
‘Applicantt's estimate of operaving expense is $1,550,130
‘-hf'g'h‘er "than that of the staff. From the testimony, it developed
"chjait‘."‘éhe mader portion of the difference is found in the following
four items ‘6f expense, depreciation, contingency risk, operating

rents, maintenance of equipment and transportation expense. _/
+ "’




e 36869 i

Deprecxation Expense

e

?here is a difference of $3;5;2;Q in the estimates
of depreciation expense, This results fram the fact that
the company has uséd a life of 10 years for most of its
b?§é§; while the staff has used a lZ:year life for 286
digsgi coaches over five years old, a 10-year life for 265

diesel coaches under five years old, and a 1lQ0-year life

for 95 gasoline coaches now about seven and one-half years

old. This group of gasoline coaches had been depreciated
°n an 8-year life basis by Pacific Electric Rg;%way and
the book depreciatipn reserve at the time of t;aps?g; was
used by the staff in calculat%pg the estimated depreci-
ation expense for the remaining life. '
uontmngenqy Risk

The ﬂompany has included.an allowance of 4 per cent
of the operating expenses as contingent risk, which in-
cludes the items previously noted in the applicant’s
vestinony. The sum included as an expense is $569,420.
The staff included no allowance for such contingency.
Qperatlng,Rents

The aPpllcanm’~ estimate for operating rents is L”"
$320 270 higher than that of the staff. Of this difference “//’
¢288 500 was 1nc;uded by the company for rental payable
To bacif}c Elecmr;q Railway Company for use of rail passenw
ger cars 1nd of joint rail.facilities. Applicant also in-
cluded ¢36 000 for rent of the Olive Street bus deck which
is no longer in use due to the recent motor ¢oach substi-
tuvion on the Glendale Line, The staff estimates did not

include expense for either of these itens.

=9-
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Equipment: Maintenance?and'Transportation Expense

Applicant's: estimate for equipment maintenance and
transpoptation,expense is $357,890:highen-£han that of
the staff., The applicant's estimates were primarily
based on 1954 experience. The staff used, the available
.1955}exp§rience along with that for 1954 inlarriviﬁg at
theirsestimate. The record shows that substantial econ~
omies have been realized in recent months from changes in,
service and more efficient operation. Also duringél95b
and the first half of 1955 the major portion of the:re-
‘painting and rehabilitation of motor coach equipment.
acquired from Pacific Electric Railway was compleved.

Ve do not agreo with applicant's contention that an, allowe.

ance should be included in the estimate of ¢xpense for contingency:

Previously herein it was noted that applicanp agfeed to
submit to this Commissicn, in an appropriate proceeding, the contract
proposed to cover rental of rail faeilities from Pacific Electric
Railway Company. This was done and by Decision No. 5;9§Q
dated September 19, l9ﬁ£.we allowed a rental of $50,000, which
amount is composed of $32,000 for taxes and $18,000 for rental of

78 rail passenger cars. We will allow these items of expense in
this proceeding.

As to the allowance for depreciation expense, we find that
the staff estimate is reas sonable and in conformity with experience
of motor coach equipment of this carrier and of other carriefe in the
State. Due consideration has been given to the possibility of‘fuzure
najor changes in motor coach design by the allowance of deprecmation

~10-
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expense on a lO~ycar life during the first five years of‘operaczon.
The use of older equmpmcnt is generally limited to peak period oper-.
ation which is only a few hours per day. In our opinion it is in
the public 1nterest to continue to use this equipment for at least
12 years, provided it is properly maintained. The staff's estimate
of depreczation expense will be adopted except for a minor modzf;ca—
ulon to provide a uniform rate of depreciation expense based on

lo-year llfc for the 95 gasoline coaches which were acquired from
Pacific Electric Railway Company.

The staff's basis of estimating maintenance and operation

expenses appears to be reasonable with the exception of an item for
dorations in the amount of $4,000 which will be eliminated. - e
Accordingly, for the purpose of this decision, the staffrs
estimates for operating expenses of $15,316,070 under present fares
and’ $15,279,070 under applicant's provosed fare§ will be adopted
subject to the adjustments indicated for rental, depreciation expense
and donations. ‘
Concerning the'estﬁmates of rate base, we find that appli-
cant's inclusion of $800,000 for working cash capital is not justi-
fied. Exhibit No. 22 and the related testimony show that the oper-  «
avion of the business provides the required working cash. Con-
cerﬁing the amount to be allowed in the rate base for the cost of land
and structures, we find that the estimate of the staff is reason~
able except for a minor change resulting from the change in depreci-
ation expense for the 95 gasoline coaches and accordingly it will

be allowed as adjusted. It is the policy of this Commission to \///,
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use the original cost of land and Rhe'depreciated Q?é&%??quéﬁp of
other fac;l#pies where §hap'gosp gan'be_?scertained; We adopt as a
reasonable rate base for the proéee§§§§ @lO,BBl,OOO vhich is the
staff's estimate as modified hereinf h

The exhibits presented PY'PPSP fhe applicant and the
svaff included estimates for localJEﬁg interurban operations as
well as the total system. Whi}9~éa§‘;§cord is clear that the
division of operating routes begygen the two classes of service
results mainly from the past history and is somewhat arbitrary,
it is a fact that the existing fare structures are different and
that Qe havg before us a request to increase fares only on the
interurban lines. We conclude that the operation is an 1§§egrated
system, however, and in this case it is necessary that wo consmder ,///
reswlts of operation for both the interurban portion and the over-
all system.

- In light of These find;nge we conclude that applicanz is
not entxtled to the increase sought in its proposed fares, but
yetis entitled to some relief over existing fares. Certain alter-
nate proposals were advanced; three by the staff and ome by the
Civy of Los Angeles. The Alternate MA" plan of the staff is |
:§§§9p§p}y.¢omparable with that advanced by the City of Los Angeles,
although the fares proposed in the staff Alternate "A™ are sqmewhaﬁ'
.higher in scme instances. Both propose a basic fare of 17 cents.
The City of Los Angeles estimated that under its alternate plan the
operation would produce an over-all return of 9.40 Per«cenp'and\an
Operating ratio after income taxes of 9%.3 per cent, with corres-
ponding estimetes of 7.27 per cent and 96.7 per cent for the inter-
urban portlon. The staff estimated that_uhder its Alternate "A"
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plan, the over-all rate of return would be 9.8 per cent and the
operating ratic after income taxes, S4.l per cent with corresponding
estimates of &.5 per cent and 96.1 per cent for the interurban por-
tion. The adjustments we have provided for herein would decrease
the above rates of return of the system by approiimazely 0.3 per:
cent and increase its operating ratios by approximately 0.2 per:cent.
Considering all factors, we conclude that the fares Set ...
forth in staff Alternate "AY with the following modifications are
reasonable. The modificatioﬁs aré:

1. % l5-cent base fare in lieu of the l7-cent
are.,

2. A 22-cent fare in lieuw of the 23-cent fare.

3s A l0~ride reduced fare ticket to be sold

: for the price of 90 per cent of 10 one-way
fares, applicable to all one-way fares, except
the base fare of 15 cents.

We also find that the cstimated results of operation under these

fares and the rate of return reswlting therefrom, as shown in the
following tabulation, are reasonable. '

Estimated Results of Operation for 12 Months
Ending June 30, 1956%

Ztem e . Local Interurban : ggggl
Revenue 38,476,100 $8',326.,710 5316; 803 ?iio--_
Expenseé 7,323 ,500 8:',028;000. | 15,351,900
Operating Income 1,152;500 298,710 1;451?210‘
Tnceme Taxes | 176,070 70,150 546,220
Net Income 676,430 228,560 904,990
Rate Base 3 $6,355,300 $3,975;700 $10,331,000
Rate of Return 10.6% 5.7% 8.8%
Operating Ratio after )

Income Taxes 92.0% 97.3% Ok o 65

* Assuming increased fares in effect for
full twelve months.

=13
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The resulting order will authorize fares in accordance
with Altermate "A" plan as modified. Authority will also be granted
O increase certain joint fares of Metropolitan Coach Lines with
Glendale City Lines, Inc., and Catalina Island Széamship Lines in
accordance with the increases herein granted to Metropolitan Coach
Lines.

The motion of the City of Long Beach that no fare increases
be granted to Metropolitan Coach Lines until a compfehen§ive study of
all local and interurban fares of applicant is completed, will be
denied. However, the Commission is aware of the ¢ircumstances which

led to this motion and will give the matter further thought and
study.

QRDER

Application as above entitled having been filed, public
‘hearings having been held thereon, the Commzssmon being fully advmsed
in the premises, and good cause appearing,

IT IS HEREBY FOUND AS A FACT that the increases in rates
and charges authorized herein are justified.

IT IS HEREBY ORDERED: |

1. That Metropolitan Coach Lines be, and it hereby is,

authorized, on not less than five days' notice to the Commission
and the public, to increase its exist;ng passenger fares as set
forth in its variff, Cal. P.U.C. 3748, as follows: .

v
«//




Where present. Increase fare
. . A fare is: v PO
Adult ~ One-way Fare Fare Tax ~Fare . .Tax

.15 $ 15
’ 20 222
25 29
-30 , '35
35 oAl
«40 A7

h:
h i

gﬁsgooomﬂﬂmmmmr
.“EﬁBSOQWQﬂmmmk

12
12
13
13
14
1L

12
16

L .

v OV OO

1.2
1.3
1.3
L.
1.4
1.5
1.5

Toksn 7 for $1.00 Cash - 15 cents

Commutation 3b;ride book 10-ride book (a)

(a) Applicable for all one-way fires except the l5-cent fave:
Books'to be sold at 90 per cent of 10 applicable one-way
fares, adding sufficient to make total end in "O" or ron,

Child (o) (v)

(b) Half of adult dash fare applicable, adtifg Surficisnt o
nmake total end im "O" or 5w,

[URS BTN VAR, me g
School No increase requesteﬁ.
2; That Metropolitan Coach Lines and Glendale City Lines, Inc.,
be; and thoy hereby are, authtrized to inesoass their joint fares as
follows:

Z15:
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BETWEEN BROADWAY AND BRAND BLVD., GLENDALE. and: Present Authorized

Suaview Drive 17¢ 17¢
Montrose (Montrose and La Crescenta Ave.,
g or Ocean View and Foothill Blvd.) 20
Crescenta (Foothi%l Blvd. and Pennsylvania
AVE

- & 25
Hi%hmay Highlands (Lowell Avenue) 30

Tujunga (Mountair Avenue) 35

(
Su;land : LO

3. The Metropolitan Coach Lines and Catalina Island Steamship
Lfné be, and they hereby are, authorized to increase their existing.

joint fares as follows:

2ETWEEN LOS ANGELES AND AVALON Present Authorized
SANTA CATALINA TSLAND AAult Childf Adult CHilaf

Onei%ay Baggége‘Checking Fare $3.66 $1.83  $3.82 $1.93
- Round-trip Baggage Checking Fare 7.02  3.56 7.30  3.66

# Children 5 to 11 years, inclusive.

h.; That, in addition to the required filing and posting of
tariffs, applicants shall gife notice to the public‘by postihg in
their vehicles and terminals a printed explanation of the fare changes.
Such notices shall be posted not later than five days before the effec~
tive date of the fare change and shall remain posted wntil not less
than ten days after said effective date.

5. That the authofity herein granted shall expire unless
exercised within sixty days after the effective date of this 9rder.




6: Thav in all ofke¥ respects Application No. 36869 be ;
and it hereby is; denied:
'The effective dave of this ordef shall be twenty days
after the date hereof:

Dated at .. Ban Francdd. ..ovcee. California, this

ddy on{‘/Q/qu_/% L s Soe ., 1955
= .

Commissionf/rs




