o ORIGHIAL

Decision No. S5JG8

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SUBURBAN TRANSIT LINES, a corporationm,

gor an order increasing passenger Application No., 41337
ares.

Handlos § Dakay, by Mawm Baodles, £ou apphﬂaﬁ{‘.

Mrs. Wuvnmona Al ﬂ:i’.r-. chwa* o~ Howard,
clark (memoer o.C %3 E:Lrector' .-.’ 5 a.po
Heights Chamber of Commerce), and Richarcd Malka,
all ino prOpziae perscuze, protestants.

Tizothy J. Caunty, £or the Coumission scaff,

Suburban Transit Lines Is & passcoger stage corporation
engaged in the transportation of possengers between Sacramento and
certain other neighboring communities.l/ By this application it secks
authority to Increase cextaia of Iits fares and to camcel others.

Public hearing of the application was held before Commissioner
Theodore H. Jenner and Examiner Carter R. Blishop at Sacramento on
August 14, 1959. Advance notices of the hearing were posted in appli-
cant's vehicles znd terminal zmd were published in a newspaper of
general circulation in the area served. Notices were also seot by
the Commission's secretary to persons and organizations believed to
be interested.

Applicarct's present ome-way cash fares are set up on a
multiple~zone basis. They range fxrom 20 cents to 70 cents. The
carrier proposes to increase all of these fares by 5 cents. For
movemeats in a single zome applicant charges the above-mentioned fare

of 20 cents, and provides 2dditionally a token fare of two rides for

) Toints served by applicant include, among others, West Sacrameato,
North Sacramento, Carmichael, Fair Oaks, Sacramento Air Depot
and Mather Field.
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35 cents. Between two adjacent zonmes the fare is 25 cents or one
token (at the rate of two for 35 cents) plus 5 cents cash. Applicant
also proposes to cancel the token fares and the sale of round-trip
tickets. Commutation fare tickets, good for 12 rides, are now sold
at a reduction of 10 per cent under the applicable ome-way fares. It
is proposed to continue this arrangement and to retaim also the pres-
ent plan of providiog children's fares at one-half the adult one-way
faxe.

The services here in issue, the application shows, were
taken over by applicant from Gibson Lines under authority of this
Comnission's Decisions Nos. 57744 and 58070, dated December 16, 1958
and March 2, 1959, respectively, in Application No. 40622.2/ When
applicant began operations on Januvary 1, 1959, it adopted the existing
fares of Gibson Lines. It is stated that those fares were last
adjusted pursuant to Decision No. 48751, dated Jume 23, 1953, in
Application No. 34207. Assertedly, since that date operating expenses
have gemerally so increased that the business preseuntly is being con-
ducted at a substantial loss.

According to the carxier's book records operating revenues
for the six-month period ended Jume 30, 1959 totaled $177,744, while
operating expenses for the same period amounted to $234,188, reflect-
ing an operating loss of $56,444.

Studies of estimated operating results, both under preseunt
and proposed fares, were made jointly by applicant's president and
its chief accounting officer. Independent estimates were developed
by an associate transportation engineer of the Commission staff.
Applicant's studies reflected the actual experience of the first five
months of 1959, adjusted to give effect to changes in operating

Z/ The record shows that applicant's president also operates the
Allen Transgportation Company, which engages exclusively in charter
operations. Its offices are at Woodland,




A, 41337 CT

expense and, under the proposed fare basig, to the anticipated in-
crease in revenues.,
The staff's estimate of expenses for the 12 months ending
August 31, 1960 was based on the first six months of 1959 expanded to
a8 year and adjusted for kaown and estimated changes in expenses due
to wage changes, other cost changes, aund for changes in operating
methods. The estimated operating results of applicaot and the staff,
respectively, are summarized in the table below.
TABLE I
Estimated Results of Operatiom
nder Present and Propose

U ares
For S5-month Perio§ En§in§ Mai EI; ggSQ SAgglicant;
and lZ-Month Period Ending August 31, - (Sta

Applicant Staff
Item Present Proposed Present Proposed
Fares Fares Fares Fares

QggratinggRevenues

assenger $147,949 $178,486 $353,590 $413,200
Advertising 571 1,750 4,200 4,200

Total Operating Revemues 143,520 180,236 357.750 417,400
erating Expenses
55erac§ng & Maintenance 144,891 144,891 331,570 331,570

Depreciation 15,259 15,259 22,227 22,227
Operating Taxes 15,404 15,404 34,310 34,310

Opggg:%ngpgggggng Expense ngf%%% Iggf%%%' 537{%%%) 3376%%%>
Net Before Income Taxes (35,054)  (3,338) (30,037) 29,573
Income Taxes - - - 7,469
Net After Income Taxes - - - 22,104
Rate Baee' - 118,015 118,015
Rate of Return’ - - - 18.5%
Operating Ratio” 123.67% 101.9% 108.47% 94.77%

(Red Figure)
# After Income Taxes

Revenue estimates of both applicant and the staff under

proposed fares included diminution factors designed to give recognition




to some loss of traffic expected from the fare increases.él In its
estimate of operating expenses for the projected five-month period
applicant gave effect to certain operating ecomomies which it has ox
will put into practice and by means of which it expects to effect sub-
stantial savings. The staff study also largely reflected these pro-
posed economies.

The staff estimate of certain operating expenses differed
substantially from applicant's forecast of the same expense items..

In view of the end results reflected by the two studies; however, it
is not deemed necessary to eoumerate or avalyze these differences.
The difficulty of making a proper comparison of two studies which
embrace differing periods of time is, of course, obvious.

Estimated operating results under certain alternmative bases
of fare structures were also introduced by the staff witness. Assum-
ing the granting of the application as sought except that tokens would
be retaived on the basis of two for 45 cents, the engineer estimated a
rate of return of 15.3 per cent end an operating ratio of 95.6 per
cent. Assuming the foregoing, but with tokens offered at the rate of
five for $1 this witness estimated rate of return and operating results
at 10.7 per cent and 96.9 per cent, respectively.é/ These figures are
all after provision for income taxes.

Four individuals appeared in opposition to the granting of
the application. Some of their objections xelated to alleged short-
comings in the quality of service rendered by applicant. Applicant's
president testified that the matters complained of would have his

prompt attenticn and that remedial action, where indicated, would be
N
3/

While the application does not specifically so state, in effect

it is proposed to discontinue selling rowndetrip tickets (at
180 per cent of the one-way fare). The revenue estimates under
proposed fares include the additiomal revenue expected by zeason

of the proposed discontinuance of this practice of selling round-
txrip tickets.

=" The record shows that applicant did not develop an estimated rate
base in its studies since under both presemt and proposed fares
it forccast operating losses.

by
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promptly taken. Protests relating to the increases sought were that
the latter were too great.

Conclusions

Applicant's book records show that during the first five
months of operation it lost over $48,000. Applicant estimates that
under a future five-month period, after the adoption of certain
operating economies, it would still suffer a loss under a continuation
cf present fares of $35,000. Even undexr the proposed increased fares
applicant forecasts that its operations would result in a deficit of
over $3,000. The corresponding operating ratios reflected by these
two estimates are 123.6 and 101.9 per cent, respectively.

The staff estimates show operating results that are consid-
erably more favorable than those of applicant. As shown in the
table above, the staff study shows, for the 1l2-month period utilized,
an estimated loss of $30,000 and an operating ratic of 108.4 per
cent, under present fares. Under the sought fare structure it esti-
mates, after taxes, net operating revenue of $22,104, and an operat-
ing xratio of 94.7 per cent. Apart from a consideration of the
reasonableness ¢f the staff estimates of those items of expense
which, in the aggregate, are largely responsible for the wide diver-
gence in the end results of the two studies of record, the estimated
anmual results of operation were based upon only six months actusl
operating experience since applicant took over the operation. Even
so, the results forecast by the staff witness under a grantinmg of the
application are mot unreasonable. The recoxrd is abundantly clear

that applicant is in a precarious financial positionéjand that prompt

2/ The record discloses that the purchase of ogerating rights and
a

equipment from the predecessor company was largely financed by

a bank loan, on which the June and July payments are delinquent,
with the August payment due shortly. Recently the bank found it
necessary to selg some of the collateral held as security for
the loaun,
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rate relief is imperative.

As the Commission has pointed out many times ina other rate
proceedings, operating ratios, rates of return, and other pertinent
data are valuable indices of earning requirements. The Commission
has further said that in reaching its conclusions in such matters it
considers all available data without limitation or restriction to any
single method or formula. The primary requirement is that the final
result shall be reasonable.

For the reasoms stated above, after a czreful consideration
of all the evidence of record, we f£ind as a fact that applicant's
operations will be conducted at a loss if the present faxe structure
spplicable thereto remains unchanged and that the estimated operating
results under the proposed fares, as reflected by both the applicant's
and the staff's figures, as set forth above, are reasomable. We

further £ind that the proposed increased fares, including the discon-

/
tinuance of the sale of tokens and round-trip fares, are justified.

The application will be granted.

In view of the urgent need for additiomal revenues, appli-
cant requests that publication of the increased fares be made
effective on f£ive days' notice to the Commission and to the public and
that the oxrder zuthorizing the increases be made effective five days
after the date of iﬁs issuance. The publication request appears
reasonable. It will be granted. The effective date of the oxder
which follows, however, will be ten days after the date hereof.

Based upon the evidence of record and upon the findings

and conclusions set forth in the preceding opinion,




A. 41337 CT

IT IS ORDERED that:

1. Suburban Transit Lines be and it is hereby authorized to
establish, on pot less than five days' notice to the Commission and
to the public, the increased fares and other tariff provisions pro-
posed in the application f£iled herein.

2. In addition to the required posting and filing of tariffs,
applicant shall give notice to the public by posting iu its buses and
terminals a printed explanation of its fares. Such notice shall be
posted not less than five days before the effective date of the fare
changes and shall remain posted for a period of mot less than thirty
days.

3. The authority herein granted shall expire unless exercised
within sixty days after the effective date of this order.

This order shall become effective tem days after the date

hereof. L
Dated at San Francisco , California, this / 7 -
day of AUGUST » 1959.

Commissioners
Poton

CommizsionerS Matthew J. tcbsi% being

neceIsarily absemt, Aid not parileipnte

ib the dispoecition of this proceoding.,




