
bm/d=: 

.. 
,-' 

Decision No. __ 6_0_253_-_~ 
;* 

BEFORE THE PUBLIC Ul'ILITmS, CO~SSION OF 'IRE STAlE OF CALIFCRNIA 

a CalifoQia c.<>r?or3.t1on~ to elimi- . 
Applic&tio~ of BALBOA IS~~ FZRRY~ ~ 

nate c~tation :ates for pedestrian Applieetion 1'10. 42179 
ferry service and to r.~se rates for ) 
passenger a'l.!tomobiles a:ld l!ght ~t:=t:cks.) 

-------------------------------) 
Mark A. Soden, for telboa Island 

Fer:;y) applicant. . 

Glenn E .. N~~01l, for the Commission's staff. 

o P I I~ ION ..... -.--- - ~ - .... 

Applicant operates a c.OtI:tlon carrier ferry service for the 

trensportation of pcrso~s and mo~or vehicles across Balboe Bay 

between Balboa and Balboa Isl.snd in t:le City of Newpo:t Beach. By 

this application, as amended, it seeks authority to· establish 

increes~d .fares on less than statutory notice. 

Applicent r S present fares per one-way ride are as follows: 

Passer.tg~ 
12u1t: 

Cash ~ . . . . . . . . . . -. . . . . . . . -. -. . . . . . . . . . . . . . . 
Tiel(et ........ ' ..•....• ,.. _ ..•.•....•••..•..• 

(ZO-ride c~tation ticket, $1.00; 
use limited to pu:ehaser only.) 

(SO-:i~ family ticket, $3.00; 
use limited to £.amily members ot:.ly.). 

Child: 
5 YC2ZS or more, but less than 12 years •••• 
Less ~ 5 ye8%S, .when .accompaniecl by 

1,'asscngcr,· paying. adult fare;. ••••••••••••• 

.. 1-

Fare' * -' 
10 cents 

5 cen:s 

5 cen~s 

Free 
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Vehicle (I~cludins driver.) Fare * -
P assenzer car ........... , .............................................. .. 
Truck (true!( .ent! lading weighing not 

more than 5,000 pounds): 

25' cents 

r..a:~d cep~¢i:y) 1 ton or less ................... .. 
R.ated capeci~, t:!:Iore than 1 ton but :lot 

more tnen·~ :ons •.••••••••••••••• _ •••• 
2S cents 

3S cents 

Vcb.::'el~;. not othe:wise specified ................... SO cents 

* C{:sb. :ere unless otherw:i.cc stated. 

Applicant's p::oposels in this matter involve the ticket 

fares £o~ passengers acd the vehicle fares or rates for passenger 

care and for trucl<s of l ... ton capacity or less. The S-cent ticket 

fares would be canceled m1cl the 25-ce:ltvehicle fares would be .. 
r; 

. , I 

~~b11c hearing on the applicstioo was held before 

Exmnincr C. S. Abernathy at Newport Beech 0:1 JUl'le l, 1960.. .Appli

c.~tr G p:esident end its auditor testified, and a:1 eng!neer of the 

Cotm:lissiO!:' s staff subnntted and explained an ey.b.ibit setting" 

forth the results of a stt:ey which he bad made of the operetion$. 

Accoreing to the record in this :natter ~ s.aid operatious 

have not: rett.1med a profit since 1957. Operat1rz.g revenues and ' 

expe~scs for cec~of the pest three years were rep?X'ted by 

applie.snt as follows: 

-aev~es ' Z~enF;es 
Net Cper.('.ting. 

Revenues ' 
. ' 

1957 $101,172 $ 96 340 '" 4 832' ." 1958 lOl~,273 ",' 9 ' . 11",.,,0 2 >8,8",9) 19S9 109,812 112,210 .. 2,398) 
( ) Indicates loss .. 

Applicant's 7.1rposes in this tUltte:: are twofold: 
(a) To restore the operations to a profitable baSis; 
(b) To elim1na:e asserted inequities to the present 

fare St:rue:ure. 
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aegarding the latter objebt1ve, applicant's president 

declared that the ti~ket fares and :~e vehicle fares for passenger 
I ' 

automobiles and for trucks of 1- ton : rated capacity or less are 

unduly low in relation to the other. of· applicant's fares •. The 

ticket fares, he said, were first established years ago to accommo

date residents of Balboa Island who then regularly patronized the 

ferry services. Due to cb..axlges in ~conomic circumstances which 

bave since occurred, the majorit:y of such patrons have mov~d else

where, and there is nO\,l relatively little need for 

the ticlcets for the purposes for which they were first issued .. 

Assertedly, the tickets are now purchased principally by vacation-
, 
, 

ists who· use them without: regard to i.C'~ li:mitations thereon~ 
I J ' 

Applicant's president said that it is virtually impossible 1:0 re

strietthe use of the tic!cets to the bases .on which they are sold, 

namely, to the use of the purchaser lor:ly or to the use of the 

members of a family only. Consequeni:ly, in actual practice the 

tickets provide the users with an avenue for avoiding.· fares that 

should apply; they deprive applicant of needed and justified. 

revenues) and they place an unreasonable burclen on the operations 

as a whole. 
I 

ijith respect to· the vehicle fares or rates for passenger 
I 

automobiles and for trucks of l-ton rated capacity or less, appli-

cant's president declared that said fares are low in relation to the 

fares for p.a.s.seDgers, and that they are low in relation to· the 
i 

space occupied by the vehicles on the ferries •. In this connection 

he pointed out that if allowance were made for the fact that ;the 

vehicle fare includes the transportation of the driver, the propor

tionate charge for the vehicle, even under the proposed fare of 

30 cents, would be but 20 cents or only twice the fare for a person, 

notwithstanding the fact that a passenger ear or truck occupies 

substantially more space . on a ferry than does a person. ·1:he present 
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fare or rate for passenger automobiles, he said, has been in 
1 

effect for more then 20 years. 

Figures to show the ane1e1pated results of operations 

under the sought fares were submitted both by applieant and by the 

COtIltIliSSi01l engineers. these figures are set forth below: 

Estimated Revenues, Expenses and Earnings 
For a Year's Operations under ProRosed Fares 

Revenues 

Expenses 
R.epairs 
Depreciation 
Wages' 
Fuel, 
General Officer's Salary 
General Office Salaries 
General Office, Supplies ac.d Expense 
Law and .Auditing 
Comm'olcation andUti11t1es 
Insurance' 
Pensions " 
Advertising 
Franchises ' 
Operat1n8, ',Rents 
SoeLal. Security Taxes 
Other' Taxes 

Total Expenses 

Net Operating Revenues 

Income Taxes' 

Net Income 

Rate Base 
" , 1:' 

Operating Itatio 
'Rate cv; RetUrn 

I, 

AE211eant" 

$119833 " ~, 

7;683 
5.,99,4', 

56 883, 
4~ 668' 
4:000 
4 990" 

'3S4 
798:, 
220 

6 642' , ' 

7 ~O70'< 
179:: 

2 208, , ,', 

5,715, · 
2,075: 
2.732" , 

$112,211 
$7,622> 

$2,28," 
" 

$5,,33S: 

$89,715:, ' 

95.,51.' 
5.9% 

Commission 
'Epgiueer 

$112',900 

;,8,380· 
4370 J ,',' 

56,,310 
5,3-70 
2,400 
,5,400 . 
, 390 

' 950 
3Z0': , 

4,9Zt~" 
3~O£.o 

110';' 
2,260: 
3:.920: , 
2'~3GO,', 
1 '6('tO', ' ". ' $,xt52 j3:';~ " 10 ' , 

, ' 

$10,,590', 
.,' 

$3,,530,' 

$7,,010', 
" 

$74,550, ',' 
" " I' 

93.81." 
9~47. " 

I 

I 

It appears that the present fare or raee for truel(S has been in 
effeet sinee June, 1953, ~d that prior to' that time the a~lic.able 
fare was SO cents per truck (:tncluding driver and lading) of' not 
more tlum 5,000 poUXl.ds gross weight. 
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As toe foregoing tabl~ shows ~ applieant and "the Co:mnit;Sion 

enginee= .:re in substantial aeeord ~th respeet to c~rtail:L of their 

estimates. ~lith res,eet to others, h¢we\"er, they d.1f;;er materielly. 

It 3pp~ars that some of these differc:tees may be attributed" to the 

difference in p~iod s upon whie~ tb.e esti:'stes were developed; 

Applic:: b~sed its figu::"C3 on i~s rccora.~e C".Qeri.cnce for the 7cIJr 

1959. '!he ~1x:.~er T s figures were c2veleped mai:l1y ou cpp11c.a:c.t' S 
experi~ee for the 12 mor.ths t..~()Ugb. ~!S.reh1 1960. Other of the 

differ~ces s~em frQQ differe:ccs in the' f4ctcrS considered a:d i~ 

tbe allowances =t!e :'~eref~. 

-. !be revenue estimate 0: applicant was 'arrived. at b,. 

inereas~ reven~cs for ~1e yee~ 1959 in pr~po=:ion t~ the incre~se~ 

in fs"Ces soug..~t. :!la: of" the e:lgince:: wes ::eae1:ed fro:t cJ:l an.slyzis 

~f :ap?li~a::' s tr~fie fo: :he p~t five yc:zrs -:d.th .a110"'h~e in

eludc~ for the aeeit10nal ::ev~~es expect~dto accrue 1£ t~e eought 

f.?xes are estao1ished. In effeet, i: sppoa::s :.bat ti:l~ two" est::!.~' 

~a:eG reprc$('nt' tee tc:?):l%.."t:l 3nd ~ =evC1:'.les the: r:JJJ.y be reason

ably anticipated c.uri'2g e':-,~ eo::ing y~e'!:. 

T.~c p=~,~1pal items and ~mts 0: ~cnse in ~1.eh the 

estimC',tes of apl'lica:l.t 32:d of the CO:r:A:'.issio=. er:.gi1lec= di!::er may 'be 

'reeapi~lat:eQ. es foll~,\ps: 

Dep'!"ec:lat1on '" 
G~~era~ Of:ieer's Salcry 
!eeur~ce 
P~s:t~s 
Oper4:.e~~'Rents 
Other 'l'excs 

Total 

A,,'!' licf.I!""-:1: " " 

$ 5, ~9lo .. 
4.COO 
6;642 
7,070 
S~71S 
2 .. 722 

, , 

. £:nz.1.~e~ 

$ 4,370 
2 4C0 
4:9$0" 
3,CSO" 
3~920,"" 
-: 690., -z 

". " 

$20~3S0:: 

l'h.e enginec%' s:: cctimatc of dcpreci.ation ~:;qxmz.? '''Aac 

I'eacb.e~ on the'l basis of the cxpectccL ze:."Vicc life of tile property 

I " 

"'1a:compu~ccL on a sl'lortc:: pe-.cio<i. "Thc bas~ uzed by tile ~nz5~cr 

conform:; to that 'l'lli'l.i.e'b. ha:;. been founc:. to be ':Ccazon.able in otb.cZ' 

-1:.
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matters of this 1eind. It appears reasonable in this· instance also. 

The engineer's estimates in this respect should be adopted. 

Other of the foregoing expense estimates of· the engineer 

reflect amounts which, in his judgment, should be sufficient to make 
'. 

reasonable provision for the items involved. "1or example, his 

estimate of $3,080 for pensions was developed on the basis of lecsCl: 

rates which are being paid by certain other companie$ for a lesse: 

amount of pension coverage than that provided by applicant ~ . Ris 

estimate of operating. rents was based on the utilization of a le$ser 

amount of terminal space than that contracted for by applic.ant. 

Discussion of these various dizferences does noZ appear necessa.-y • 
. , 

In t:b.e determination of what expenses should be taken into consider-

ation as grounds for the approval of fare increases', the propriety 

of the:, expenses that arc cla:il!led mus-t necessarily be considered. In 

this connection, however, standards should not be appliedtbat oo,~ 

not sl,lfficiently ta!<:e into accotlllt whether the alleged expense 
!"' 

redl,lctions are actually available to the carrier involved. Moreover, 

full consideration should be given to the relationship of the ex

penses in question to the carrier r s over-all operations,. The fact 

that some other carriers m<ry be providing lesser. pensions~ for 

example, than is applicant herein clocs not necessarily establish that 

applicant f s pension provisions for its employees are so ±mpropcX tMt 

the company' s managerial decisions in this respect $hou14 be disre

garded, and a lesser amount than that which is, being paid by appli

cant shoulci be considered as the ~'lXim\lm %'casonable amount to be 

allowed. On the evidence of record concerntng the foregoing esti

mates of ~b.e engineer (except that for depreciation), it docs. not 
, 

appear that the reductions in expense which are reflected in said 

estimates arc either reasonably available to applicant or ~ be 

rea::;onably accomplished. Said· estimates should not be adopted. 

Upon consideration of the record here,in, it is found and 

concluded thatthc figuxes in the following table, in,cluding tbo::;c 

for rate base may be accepted as ~easonably r~resentative of 
. . 
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applicant's operations results for the coming year under the sought 
2 

fares. 

2 

Revenues 

Expenses . 
Repairs 
Depreciation 
Wages 
Fuel 
,General Officer's Salary 
General Office Salaries 
Gene'r.ll Office Supplic:; and. Expense 
Law and Auditing , 
Communication and Utilities 
Insurance, 
Pensions " 
Advertising 
Franchises ' 
Operating, R.ents' 
Social' Seeu:ity Taxes 
Other 'Taxes 

Total Expenses 

Net Operating Revenues 

Income Taxes 
State, , 
Federal 

Net" Income 

R.ate Base 

Operating;. Ratio 
Rate of Return, 

$ 406 
2,093 

$119,833 

$ ,8' 380 '.' 
, 4:370,' 
56, ,310" 
5:370, 
4,000 
5~lr.oO , 

390 ' 
950 
330 " 

6,642,' 
7,070 

170, .' 
2,260" ' 
5,715, 
2,360: 
2,732- : 

ii!g:442' , 
.", 

$ 7,384,-

l:.' I,' 885 ' :(' «-:., , 

$74',:550:-; • 
. <' ~ " 

95.9'J. ' , 
6.61. 

/ 

\. 

r 
• 
f 
I 

i 
/ 

I 

/ 
/ 

The rate base £igttre which is shown is that wl"l.icb. was developed 
by the Commission engineer principally on 'the basis of the depre
ciated value of tb.e operating propertiec. Ap~licant also computed 
a rate base figure on ~he dep:eeiated value of the propertie:;. 
Applicant's figure, however, includes p=o~-sion for $12,OeO wor!d.ng 
cash. The reaconableness of this amount, as .m average allowance 
for working eash, was not e~t.:\bliche<i., Applicant also devclopect 
rate base figures on the basis of tae presene value of its pro~r
ties and on valuations which assume the properties to be worth 50 
percent of their, coses. Included also in ehese :ate base £igurec 
are allowances of ~12,OOO for worl~ each. 
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The Commission is of the opinion and hereby finds tlult 

the rate base, oper~tiDg rztio end rate of re~, as shown immedi

ately ~ove a:e =e.::sonablc and. the sought inere.!1sed £~es .are 

justified. Said fare 1ncre~es will be .mthorized. Applicant's 

proposal to es~lish the incrccsed fares and to ~(e them effective 

OD. less :hciln su:.tutory notice li!ccw1se appe.l:::s jus.tified. l'b.e .zppli- r/' ... 
cation rill oe zrcnted in o.1s respect .:1.1$0. 

O~DER 
--~- ...... 

:S~sed on the f:.U:!d:h:gs and cO:lelusion~ cont:aincd· in thc 

p:ecedicg opinion, 

IT IS ~...ESY,;ORDEP..ED Q~t Bcl.bo4 Island rerry be, and it 

be:eby is, euthorized to es~lish end to ~cc effective the 

foll~r~ changes in its fares and rates on. not loss thanf'!.ve d.sys' 

notice to the Comcission and to the public: 

1. to c.a:cel pr.esent: passenger ftrres which are 
based ~ the se1e of ticke~s at the rate of 
20 one-w2Y rides for $1.00 or at the rate 0: 
60 one-way rides for $3.00. 

2. To increase to 30 cents the present 2S-cCtlt 
casl'). :a:e, or rate, pex one"'''''71i!Y trip, per 
vehicle (inc::'ud;ng clriver thereof), for 
vehicles as follows: 

a. Passecger e.uto:'lObiles 

b. Panel t:'Ue!cs and trucl($ of l-~on 
capacity 0= less:..-, 

II IS HEP..Ezt! ~ ORDERED that the authori~ here:'~ 

granted be, and it hereby is, made st!ojeet to the follcw.:..x::g coo- ~ 

di~ioos: 
-

1. In cddition to the required filing of tariffs, 
Balboa Island Ferry shell .give notice to· the 
puelic by ,osting on its vessels and in its 
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terminals an explanation of the fare changes 
herein authorized.. Such notices shall be 
posted not later than five days before the 
effective date of the fare changes and Shall 
remain posted until not less than ten days 
after said effective date. 

2.. !he authority herein ~8llted shall expire . _____ -
unless ex~ciSee. witllJJl ninety clays afte% '-""""" 
the effee-t'1ve <rate of this order. 

This order shall become effective ten days after the 

date hereof .. 

~&l FrancisoO 1 California, this 


