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BEFORE THE PUBLIC UTILItIES COMMISSION OF nm STAtE OF CALIFORNIA 

Application of M..G.R.S., Inc., ) 
a corporation, for authority 
to adjust rates. 

Application No. 44416 

(Filed May 4, 1962) 

James H. Lyons, for applicant. 

James H. Radcliffe. for Avalon Navigation 
company, interested party. 
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the Department of Public utilities & 
Transportation, City of Los Angeles, 
interested party_ 

Henry E. Jordan, for the Bureau of Franchioes 
ana PUBlic Utilities, City of Long Beach, 
interested parcy. 

Timothy J. Canty, for the Commission's staff. 

OP-INION ..... _--- ..... ---

M.G.R.S., Inc., is engaged in the common carriage of per­

sons and baggage by vessel between Avalon, Santa Catalina Island, 

and Wilmington. It operates in scheduled service beeween May 1 and 

Labor Day of each year pursuant to authority granted by Decision 

No. 59710 dated· February 23, 1960. It also provides· nonscheduled 

service ~der so-called "charter" arrangements during. other times 

of the year. By this ap~licat1on it seeks authority to esta~lish 

increased fares for its scheduled service and to cancel its rates 

for stateroom accommodations. No chauge 1s proposed in the charges 

for nonscheduled service. 
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Public hearings on the appli~ion were held before 

Examiner C. S. Abernathy at Avalon on J\me 2S, 1962, and at Los 

Angeles on June 27, 28, and 29, 1962~ Evidence in support of the 

application was presented. by four witnesses for applicant -- its 

president~ its controller, its attorney in charge of labor rela­

tions, aud by the cbief accounting officer of Catalina Island 

Sightseeing Lines. Evidence iu opposition to the application was 

presented by an engineer of the Commission's staff. Representatives 

of the Cities of Long Beach and Los Angeles participated in the 

hearings as interested parties. The matter was taken under sub­

mission on July S, 1962, upon the receipt of a late-filed exhibit. 

Applicantrs present and proposed fares per one-way ride 

and its rates for stateroom accommodations per one-way trip are 

a.s follows: 

Fares 

Adult 

Child 

Commute 

Stateroom Rates 

Small stateroom 

Deluxe suite 

Present 

$ 3.41 

1.70 

1.50* 

3.25 

15.00 

Proposed 

$3.75 

1.86-

1.50* 

*Based on purchase of lO-ride commuee 
book of tickets for $15.00. 

Applicant alleges that increases in its fares are neces­

sary to overcome operating losses with which it is confronted as a 

consequence of declining patronage of its services and increases 

in its operating coats. According to the testimony of applicant's 
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witnesses 7 the patronage of applieant I s services is declining. at 

the rate of about 7 percent a year. Applicant bas recently ~en 

subjected to increased wage costs, retroactive too October 1, 1961, 

which total $34,500 on an annual basis. Pensions, welfare 7 and 

payroll tax costs for the present year will exceed those for 1961 

by $13,000. Terminal rental costs for the present year have been 

increased by almost $13,000, and the annual rental which applicant 

pays for the S .. S. CATALINA, the vessel which applicant uses in its 

operations, have been increased by $20,000. 

Much of the evidence which applicant' 8 witnesses submitted 

was designed to show the effect of the decreasing patronage and the 

increased costs upon applicant I s financial results of operations for 

the year ending with A?ril, 1963. The showings of the witnesses 

were developed on two bases: (a) assuming that the present rates 

are maintained throughout the year, and (b) a.ssuming that the pro­

posed fares have been in effect throughout the year. Evidence ill 

a similar vein wa.s also submitted by the Commission engineer. The 

data which were so presented are summarized in Tables No~. 1 and 2 

below: 

TABLE NO. 1 

Esttma:ed Financial Results of Operations 
Under Present Fares 

For Year Ending April 30 t 1963 

Revenues 
Expenses 

Net Operatfng Revenues 
Income Taxes 

Net Income 

Operating. Ratio 

Applicant 

$l~.268, 657 
1,363:,150 

(} 94 t 493) 
100 

(} 94,59;t) 

107.46% 

( ) Indi;cates loss 

Commission 
Engineer 

$1,357,890° 
1,2039,930 

$ 117,.960 
58,010 

$0 59,950 

950.61. 
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TABLE NO.2 

Estimated Financial Results of Operations 
Under Proposed Fares 

For Year Ending April 30, 1963 

Revenues 
Expenses 

Net Operating Revenues 
Income Taxes 

Net Income 

Operating Ratio 

MPlicant: 

$1,391,79$ 
1,369,531 

$: 22,264 
8,623 

$ 13,.641 

99.017. 

Commission 
Engineer 

$1,48a,210 
1,255,7'30 

$ 232,480 
120,580 

$- 111,900 

92.51. 

As the foregoing tables show, the estimates of applicant's 

witnesses and of the Commission engineer present materially differ­

ent portrayals of applicant's earning position for the rate year 

under consideration -- the year ending with April,. 1963. Applicant 

contends that the figures of its witnesses clearly establish its 

need for the sought fare increases, and" that the increases should 

be authorized to become effective forthwith. On the other band, 

the engineer concluded from his estimates that applicant's earnings 

under present fares will be reasonable, and that increases in the 

fares are not justified .. 

'Ib.e difference be~\'een the revenue estimates of applicant' r 

witnesses and of the engineer is principally a result of the fact 

that the estimates of applicant's witnesses reflect a decline in 

traffic of about 7 percent, whereas the estfmates of the engineer 

do not. The revenue estimates' of applicant r s witnesses were devel­

oped on a showing that the patronage of applicant's scheduled serv­

~ces for 1961 was about 8 percent less than that for 1960, and that 
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for the portion of the. 1~62 season from May 4 through June 21, 

applicant's traffic was about 16 percent less than that for the 

correspondin& period in 1961. On the other band, the revenue 

estimates of the engineer were developed' on the assumption. that 

applicant's traffic for 1962 would be at virtually the same level 

as that for 1961. The engineer pointed· out that although the pat­

ronage of applicant's re~lar services for 1961 was about 7 percent 

below that for 1960, the total patronage was only about 2 percent 

less due to the fact that during the 1961 season applicant operated 

extra schedules which resulted in additional traffic. With respect 

to a~plicantts comparisons of its 1961 traffic with that for 1960, 

the engineer dec1axed, in substance, that such comparisons do not 

provide a valid measure of traffic trend for the re.ason that the 

1~6V level of traffic was abnormal. He pointed out that ourint; the 

1959 season the steamship CAl'ALINA was not operated. hence, b.e 

said, there was generated a pent-up demand for service to and from 

Catalina Island which was not satisfied until the resumption of 

operations the following year. Regarding the further decline in 

patronage which applicant has experienced during. the current season" 

the engineer predicted that an increase in traffic during the latter 

part of the season would offset the decreases to date. 

Although the revenue estimates of applicant I s witnesses 

and of the Commission engineer apply to the year through April, 

1963, essentially they cover only ~e season from May 1 through 

Labor Day, 196Z, inasmuch as only a small part of' applicant's. reven­

ues are earned after this period. At the time of the bearings in 

this matter almost half of the season had passed... Since the record 
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shows that Up to the time of the hearings applicant's total traffic 

was about 16 percent below that for the corresponding, period during 

1961, it is evident that if applicant's total traffic through Labor 

Day is to equal that for the 1961 season, as estimated by the engi­

neer, the volume of applicant's traffic for the remainder of the 

present season~l have ~o increase substantially. Even if the 

lesser estimates of applicant's witnesses are to be attained·" ehere 

must be an appreciable increase in applicant's traffic. 

But whether applicant could realize' the full benefits of 

such increases in traffiC:, should they materialize, is debatable. 

It appears that applicant's traffic normally approaches the carrying 

capacity of the steamship CAT.A:::.INA as the season progresses. Hence, 

the ship's carrying capacity would tend. to l:im1t the extent that 

applicant might transport additional traffic that would offset de-

£ieiencies in traffic earlier in the season. In the circumstances 

and in view of ehe extent that applicant's traffic volume for the 

present season to the dates of the hearings in this matter has been 

below that for the corresponding period in 1961;, we find that 

applicant's es~fmate of the volume of its traffic for the year 

through April, 1963;, is the more reasonable and shoulcl be adopt:ed 

for the purposes, of this decision. 

In an important respect, it appears that the 

revenue estimate of applicant's witnesses, and of the Commission 

engineer as well, substantially understate the revenues to, be re­

ceived from the operation of the CATALINA during. the year through 

April, 1963. In April, 1960, when the level of applicant's fares 

was last a subject of consideration, applicant listed as part of 
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its esttmate of operating revenues to be received during the en­

suing. year an amount of $158,845. 'l'bi.s amO\mt was represented as 

the total of the revenues to be received from concessions and a 

cocktail lounge aboard the CAXALINA~ and was adopted as a basis 

for the decision on the matters then involved (Decision No,. 60169, 

dated May 24, 1960). In the present instance the estimate of aI>­

plieant's witnesses of the revenues to be reeeived from the con­

cessions and cocktail lounge is $27,045; the esttmAte of the 

Coamission engineer is $27,700. According to applicant's. control­

ler, who explained the estimate of $27,045, such amount represents 

the anticipated receipts from Channel Concessions Corporation~ 

which bas been granted the operation of the concessions. and cocktail 

lounge. Channel Concessions Corporation, the record shows~ is a 

corporation separate from applicant but having the same underlying. 

ownership as applicant. In addition to operating concessions on 

the S.S. CATALINA, Channel Concessions Corporation also operates 

the Casino at Avalon and a yacht rental enterprise. 

The operation of the steamship concessions and the cock­

tail 10urJge was granted to Channel Concessions Corporation in returll 

for payment of 15 percent of the gross revenues therefrom. On this 

basis and on expected payments to applicant in total amount of 

$27 ~ 045. the grOs.s receipts from operation of the concessions and 

cocktail lounge for the year through April. 1963, will amO\mt to 

$180,300. Estimated expenses of Channel Concessions Corporation 

applicable to said operation total $109',270 (inclusive of tbe 

amount of $27 ~045 to be paid to applic:a.nt). 
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It is evident tbae through the granting of the operation 

of the concessions and cocktail lounge to Channel Concessions Cor­

poration, applicant bas diverted away from itself a substantial 

segment of the revenues that are produced by the operation of the 

S.S. CAX.AI.lNA.. Applicant tmdertook to defend its action in this 

respect on the grounds that the revenues which Catalina. Concessions 

Corporation receives as a eonsequence are used in the operation of 

the CasinO', and that the operations of the CasinO' and of the steam­

ship are mutually beneficial in that the Casino is the only place 

on Santa Catalina Island where large groups may go and be enter-

tained. The availability of the Casino, therefore,. promotes travel 

on the S.S. CATAl.INA by large groups~ Assertedly, without the 

revenues received from the steamship concessions and cocktail 

lounge, Channel Concessions Corporation would not be able to oper­

ate the Casino, inasmuch as the operation would result in an annual 

loss of about $97,000. As further justification for the present 

plan of operation applicant pointed out through its eounsel that 

even were the revenues from the concessions and cocktail lounge to 

be received by applicant, rather than by Channel Concessions COr­

poration, applicant would not realize ~he full benef1~ therefrom 

since income taxes would reduce the amount of net revenues by about 

one-half. Applicantfs counsel argued that for this reason the 

present arrangements should be continued' in order to' permit the 

saV'i.ng in taxes to be utilized in the operation 'O'f the Casino to 

the advantage of applicant and of Channel Concessions Corporation 

alike. 
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In connection with applicant's arguments in justification 

of the arrangements with Channel Concessions Corporation it should 

be potnted out that by Decision No. 59710~ dated February 23~ 1960~ 

we have heretofore held that the Casino is not a part of the oper­

ation of the ·S.S. CATALINA. In keeping. with this decision it would 

follow that the same conclusions should prevail herein in the ab­

sence of compelling evidence otherwise. Nothwithstanding the 

asserted benefits that accrue to applicant from operation of the 

Caaino~ we are not persuaded that the holding. in Decision No. 59710 

should be modified on this. record. Nor should' the arrangement be­

tween applicant and Chaane1 Concessions Corporation be permitted to 

modify Decision No. 59710 in fact. Since applicant and Channel 

Concessions Corporation are under essentially the same ownership 

and control and are thereby substantially a unity in interests~ it 

is evident that from a rate standpoint the arrangement between the 

two is a device by which costs of the Casino operations would be 

imposed on patrons of the S.S. CAXALINA. We hereby hold that for 

the purposes of this proceeding -- the determination of whether 

increases in applicant's fares should be authorized as sought --

the arrangement between applicant and Chaxmel Concessions Corpora­

tion should be disregarded, and the total amount of the revenues 

which are derived from the operation of the concessions and cocktail 

louage should be considered as a part of applicant's total operating. 

revenues. Couversely" the expenses that are reasonably applicable 

to the coftcessions and cocktail lounge should, be considered' as part 

of applicant's operating expenses. On this basis and on the basis 

of .a.ppl'1eant' s revenue estimates as hereinbefore discussed,. we find 
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that the following are reasonable eetimates of ~he levels of appli­

cant I s revenues uc.der pre.s.ent and proposed fares for the year ending 

with April, 1963: 

Passenger revenues 
Miscellaneous voyage 

revenues 
Other revenues 

Under Present 
Fares 

$1,231,388 

189',800 
5,000 

Under Proposed 
Fares 

$1,354,526-

189,800, 
S,OOO 

$1,549',326 

In the matter of the costs of applicant's operations for 

the year through April, 1963, the cost or expense estimates of ap­

plicant's witnesses exceed those of the engineer by approximately 

$120,000. About half of this difference is in the estimates for 

the rental of the S.S. CATALINA and of the terminal facilities which 

applicant uses at Avalon. Applicant owns neither of these proper­

ties, but leases them from the Catalina Island Sightseeing. Lines 

which formerly operated the steamship in common carrier service 

between Avalon and Wilmington. The rental costs of the steamship 

and of the Avalon terminal, as estimated by applicant's witnesses 

and the Coumi.s.sioll. engineer, are as follows': 

Rental Costs 

S.S. Catalina 
Terminal faeilities, Avalon 

Applicant 

$67,100 
51,550 

Commission. 
Engineer 

$15,180 
41,900 

Although designated as rental costs', these figures include 

certain other items than remuneration for the use of the properties 

involved. For example, the rental for the CAXALINA includes a 

charge of about $13,. 000 for hull insurance. Insofar as direct 
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rental amounts are conc<rrueci, the estimates <>f applicant' s wj;~ncsses­

.are based on, and reflect, 8:p1>l.:i.eAn.t: 1$ eotam.itments to Catalina 

Island Sightseeing Lines under the lease. Those of the engineer are 

based on the depreciated costs of the steamship and the terminal 

facilities. the direct annual rental allowance which was thus de ... 

veloped by applicant's witnesses for the steamship is about $53,000, 

whereas the corresponding allowance of the engiueer is ~1,20U. 

In order to show the reasonableness of their rental esti­

mate for the steamship, applicant's witnesses submitted evidence to 

the effect that the insured value of the ship is approximately 

$1,000,000 and that .a rental of ~70,COO and $85,000 annually would 

be consistent with the valuation of the ship based on the remaining 

economic service life thareof. 

The rental estimates which will be adopted herein as rea­

sonable for the purposes of this proceeding are.those of the Commis­

sion engineer. As stated above, the engiueer's estimates were de­

veloped on the depreciated costs of" the steamship and te~nal fa­

cilities. They conform to a condition upon which the lease of the 

~ALINA to applicant by the Catalina Island Sightseeing Lines was 

approved. Applicant's estimates apparently overlook or disregar, 

this condition. As set forth in Decision No. SS7l0 said condi1:ion 

provioes 
itthat the rental al'J.owed in any 
future rate proceeding for the use 
of the steamer S.5. Catalina. 
shall be based upon the original 
C05e less depreciation." 

Applicant acquiesced 1:0 this condition in Decision 

No. 59710 in its acceptance of the ini1:ial lease of the C~~'INA for 

the two-year period through December. 1961. No modification. of this 
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condition was made wben the lease was subsequently extended through 

December, 1~62, pursuant to authority granted by Decision No. 63629 

dated May l~ 1962.1 ~ the circumstances we hold that to the extent 

that applicant is seeking in this. proceeding a modification of said 

condition applicant's efforts come too late. Our conclusions are 

the same with respect to the rental to be adopted. for the Avalon 

terminal,. inasmuch as the same underlying considerations apply 

thereto. 

The other of the principal differences between the cost 

estimates of applicant's witnesses and of the Commission eneineer, 

axe set forth below. !be amounts shown are those by which apfi1i­

cant's esttmates exceed those of the engineer. 

Salaxies 
Advertising 
Travel and Entertainment 
Chartel: of OUler Boats 
Law Expense 

Wbarfage, Los P.nteles 
Outside Audit,. Dues, Donations 

Total 

$l3,;::J~ 

13,000 
6,,800 

10',500 
6,300 
2,500 
3,100 

$-60,700 

LNor was any modification of said condition proposed by applicant 
in seeking extension of the lease to December, 1962. The rentals 
as set forth in applicant's estimates herein are recited in the 
ap~lication for extension _ .. Application No. 443Z2. In this: ap­
plication the Catalina Island Sightseeing Lines and applicant 
both allege 

"That the approval of the Commission to- the 
extension agreements ••• will permit the con­
tinued operation of the S.S. CAtALINA by MGRS 
'Under substantially the same terms and condi­
tions heretofore approved by the Commission. 
The rights and interests of the traveling 
publi~ ••• will not be affected by an order 
of this CommiSSion authorizing the agX'eements ••• :I 
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These differences will be eongide.red brie-fly as folloW's: 

Salaries: In the development of the engineer's esttmate~ 

some salaries properly chargeable against applicant's operations 

apparently were overlooked. We find applicant's estimate to, be 

reasonable; it should be adopted. 

Advertising: Applicant's estimate reflects an asserted 

policy of spending 10 percent of its gross revenues for advertising 

purposes. The lower estimate of the engineer results from an analy­

sis which he made of applicant's advertising expenditures for 1961 

from which he concluded that about 10 percent thereof covered ad­

vertising for the Casino. However, applicant's advertising expen­

ditures for 1961 were at a higher level .- about 13, percent of gross 

revenues -- eban those which are estimated for 1962. Thus, even 

though Casino advertising were included in applicant's advertising 

for 1961, we conclude that that fact does not disprove applicant's 

asserted policy with respect to advertising of the steamship- opera­

tions. Applicant's estimate will be adopted as; reasonable. 

'!'ravel and Entertainment! Charter of Boats: The principal 

difference in the estimates for these items il> in the fact that ap­

plicant's estimates include an allowance of $10,000 for the' charter 

of a yacht whereas the engineer's eGt:ima.tes do not. !he record 

shows that the yacht is used by applicant to transport tour direc­

tors of groups to and from Avalon and to entertain them otherwise 

ill the expecta.tion that sales of passage for the groups to Avalon 

and returD. via the 5 .. 5. CATALINA will result. The allowance of 

$10,000 was developed on the basis that the yacht would be used for 

about 33 round trips to Avalon at a cost of about $300 per trip,. 
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Notwithstandin& tht use of !:he yacht by applican~ for 

the generation of business., we' are not persuaded that the charter 

of the yacht is a reasonable and necessary adjunct to the opera-

tion of the S.S. CATALINA. The amount which applicant claims for 

this purpose will not be allowed. In other respects, however J it 

appears that applicant's estimates for travel and entertainment 

expense are reasonable and should be adopted.. Since applicant's 

operations are mainly amusement in character, we conclude that such 

fact justifies a higher level of travel and entertainment expense 

for the purpose of developing business than would be the case 

otherwise. The total amount Which is included in applicant's 

estfmates for travel and entertainment is $10,500. We find this 

amount to be reasonable in view of the nature of applicant' s 

operations and in view also of the disallowance of the yacht rental .. · 

Such amount will be allowed. 

Law Expense: The amount which was estimated byappli­

cant'a witnesses is $7,500. The corresponding est1mate of the 

engineer ia $1,200. On this record we are not persuaded' that a 

reasonable allowance for law expense of applicant for 1962 is as 

much as that estimated by applicant's witnesses or as little as 

that estimated by the engineer. The amount whic:b. will be adopted 

herein as a reasonable esttmate is $2,500 .. 

~fage, Los Angeles: The higher eat~te of applicant 

includes provision for a recent increase in wharfage costs imposed 

by the City of Los Angeles. The engineer did not have knowledge of 

this increase at the time his figures were prepared. Applicant' $ 

estimate is reasonable and will be .adopted. 
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Outside Audit, Dues, Char~table Contributions: The esti­

mate of the engineer was developed in conformity with the policy of 

the Commission~ as expressed in Decision No. 605S3~ regard~ dues 

and charitable contributions that reasonably may be charged to 

operating expense. 2 Applicant's estimate includes provision for 

other dues and charitable contributions as well. The engineer's 

estimate will be adopted as reasonable, subject to an additional 

allowance of $500 to cover outlays which applicant makes towards­

the maintenance of a Mariachi orchestra in Avalon during the summer 

season and for fireworks in connection with Fourth of· July festiv­

l.tiea at Avalon. These outlays. appear to be of the same nature as 

certain of those which have been approved by Deci.sion No. 60583. 

The additional allowance of $500 which is made herein represents. 

50 percent of applicant's outlays for the items in question. 

The remaining expenses to be considered are those that 

are incurred in connection with the operation of the concessions 

and the cocktail lounge on the S.S. CAXALINA. The record shows 

that under .. present arrangement:J applicant bears a part of these 

expenses in that the concessions and cocktail lounge are operated 

by applicant's employees~ and the purchasing of necessary supplies 

2 Decision No. 60583, dated August 16, 1960, In re fares San Diego & 
Coronado Fe~ <:omr>any, lists various dues ana cliaritaSle contri­
butions wEi ma:y-pe treated in part, for rate purposes, as oper­
at~ expenses. these dues and contributions include chamber of 
commerce dues~ trade associations dues~ and contributions for 
charitable organizations such as the Red Cross and Community Chest. 
The decision provides that one-half of ~id dues and contributions 
may be considered as operating expenses. 

-15-



-A. 44416 - frJ 

is also per£orreed by ~ employee of applicant. Other expenses 

which are involved are as followc: 

Supplies 
Administration 
Other Expenses -

taxes, advertising, 
te1ephone~ travel, 
legal and profes­
sional taxes, etc. 

$51,100 
10,000 

21,125 

Otber than with respect to the charge of $51,100 for s~­

plies there appears to be substantial question relative to the pro­

priety of charging these expenses against the concessions and cock­

tail lOlmge. The amotmt of $10,000 which is shown as the charge 

for administration is paid to a former officer of Channel Conces­

sions Corporation who is no longer active in. the company. Assert­

edly, his functions are performed by another officer of the company 

who also is engaged in the operation of an automobile sales agency 

and who apparently devotes no more than a small portion of his 

time at the mos.t to the concessions and cocktail lounge on the 

CAV:LINA. On the showing bere made we conclude that the adminis­

tration of the concessions and cocktail lounge is performed mainly 

by applieant' s own officers and employees., and that the charge of 

$10,000 for adminiseration which is shown above is not justified. 

This charge should be di&allowed. 

The remainirlg amount of $21,. 125 represents outlays assert­

edly tnade by Cbaxmel Concessions Corporation in the operation of 

the concessions and cocktail lounge for such items of expense as 

personal property taXes, advertising, telephone, stationery and 

printing, travel, and administrative expense. Applicant f $ wit­

nesses were unable or were unpre?arcd to supply details co~cerning 
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the charges to the individual uems. Ihus. the evidence- in support 

of the total of the involved expenses is not as specific as it 

might have been. Nevertheless. the record is clear that substan­

tial expenditures were made in connection with these particular 

items. We find that for rate-fixing purposes an amount of $10,000 

to be a reasonable allowance for &aid items. Such amount w:tll be­

allowed. 

Reconciliation of the expense estimates of applicant's 

witnesses and of the Commission engineer to give effect to our 

conclusions above, and to reflect an adjustment in traffic agents' 

commissions to conform to the level of passenger revenues ad-opted 

heretn. results in the following estimates of expenses for the year 

ending with April, 1963, which estimates we find- to- be reasonable: 

Estimated Expenses 

Under Present 
Fares 

Onder Proposed 
Fares 

Restatement of the estimates of operating results which are 

shown in Tables Nos. 1 and 2 above to the basis of the revenues and 

expenses herein found to be reasonable produces the following data: 

TABLE NO.3 

Adjusted Estimates of Financial Results of Operations 
Under Present and Proposed Fares 
For Year Ending April 30! 1963 

Revenues 
Expenses 

Ne1: Operating Revenues 
Income Taxes 
Net Income 

Opera1:ing Ra1:10 

Under Present 
Fares 

-17-

$1,426, 1M 
1, 33a,474 

$ S7,714 
42,-427 

$ 45,287 

96 .. ~ 

Under Proposed 
Fares 

$1,549,326-
1,344,855 

$- 204,47t 
106,223 

~ 98.,248--

93.77. 
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In the evaluation of these results for the purpose of 

determiniug whether increases iu applicant's fares should be auth­

orized, consideration must necessarily be given to the nature of 

applicant's operations.. The Commission has heretofore held that 

vessel operations are subj ect to hazards which justify a somewhat 

higher level of earnings than those that are normally reasonable 

for land transportation, and has approved earnings for ferry opera­

tions as great or greater than those that would accrue to ap~licant 

under the proposed fares. 3 By these standards we conclude that ap­

plicant's revenues under its present fares are insufficient and 

that increases iu said fares should be authori:ed. We are not per­

suaded, however, that fare increases as great as those sought are 

necessary to restore applicant's earnings to a reasonable level. 

We find the earnings under the proposed fares, as estimated in 

Table No. 3 above, to be excessive. Percentagewise, the fare in­

creases which applicant seeks amount to 10 percent. Were increases 

of 5 percent to be authorized instead of those sought, the esti­

mate-:l results of operation under such increa.ses are as follows: 

Revenues 
Expenses 
Net Operating Revenues 

Income Taxes 

Net Income 

Operating Ratio, 

$1,487,757 
'1,341,660 

$: 146,097 

74,327 

~ 71,770 

9'5.21. 

The foregoing operatfng results are hereby adopted as 

reasonable. Based on the evidence in this proceeding and upon the 

3 ' Decision No. 51880, da.ted August 23, 1955, In re fares Star & 
Crescent F~ Coj@any, and decisions therein cited; a1so DeciSion 
NO". 3&fl 0' , ted une 17, 1958, In re fares! San Diego and Coro­
nado Fem Company. 
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operating results which would accrue from increase$ of 5 percent in 

applicant's. fares, we hereby find such increases to be justified. 

To this extent increases in applicant's fares will be authorized. 

The cancellation of applicant's rates for stateroom ac­

commodations on the S.S. CATA!.INA will also be authorized, inasmuch 

as it appear~; that such accommodations are- not available on the 

ship. 

Iu connection with 1:he establishment of the increased 

fares, applicant asks that it be permitted to make said fares ef­

fective at the earliest possible date. In the circumstances appli­

cant will be authorized to make the fare changes effective on five 

days' notice to the Commission and to the public. The Order herein 

will. become effective 10 days after the date- thereof. 

One further comment which is necessary in this matter re­

lates to the nonschGduled service which the record shows that appli­

cant provides between Wilmington and Avalon during the period from 

Labor Day to the end' of April.. It appears that in providing this 

service applicant operates as a COtamOn carrier by vessel, as that 

term is defined in Section 211(b) of the Public Utilities Code, and 

that the charges which applicant assesses for the service are based 

on the duration of the trip or according to the group transported. 

SuCh charges are not published in applicant's tariff. 

Applicant's attention is directed to the fact that the 

operating authority which it acquired under Decision No. 59710 is 

limited to service "conducted on a daily scheduled basJ;s.-from 

May 1st to and including Labor Day of each year." Applicant f s­

attention is also directed to Section 486 o·f the Public Utilities 
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Code which requires that "every common carrier shall file with the 

commission and shall priut and keep open to public: inspection sched­

ules showing the rates, fares, charges, and classifications for the 

transportation between termini within this State of persons and 

property from each point upon its route to all other points there­

on'." Applicant apparently has overlooked the limitations. upon its 

operating authority and the tariff requirements of Section 486 of 

the Public Utilities Code. If it intends to provide nonscheduled 

service either during the period from Labor Day through April 30 or 

to supplement the scheduled service authorized by Decision No. 59710, 

it should obtain appropriate authority to do so. Also, it should 

comply with the requirements of Section 436 of the Public Utilities 

Code with respect to fares, rates, ChargQS and classifications for 

its ~nscheduled service. 

ORDER ---- ..... 

Based on the evidence of record and on the findings con­

tained in dle precediug opinion, 

IX IS ORDERED that: 

1. M.G.R..S., Inc., is authorized 

a. To establish the following increased fares 
per one-way ride betweetJ vl1lmington and 
Avalon: 

Adult 
Child (5 years old or 

older but less 
than 12 years old) 

Child (12 years old or 
older) 

$3.58 
1.79 

3.58 
" 

b. T~ ca~eel its fares or rates for staterooms. 
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2. Tariff publications authorized to be made as a result of 

the order herein may be made effective not earl i.e:;: than five days 

after the effective elate hereof on not less than five days' notice 

to the Cocm1ssion and to the public. 

3. 'Ihe authority herein granted shall expire \mless exercised 

within ninety days after the effective date of this order. 

4.. 1n addition to tbe required posting and fili.."'lg of tariffs, 

applicant shall give notice to the public by posting in the S. s. 

~~ and ~ its terminals a p~~ted explanation of its fares. 

SuCh no~ice shall be posted not less- than five days before the 

effective date of the fare changes and shall remain posted for a 

period of not less tha.~ thirty days .. 

5. Zxcept as is otberw-l.se provided herein. Application 

No. 44416 is denied. 

~ais order shall become effective ten days after the 

date hereof .. 

Dated at __ &;.,a.n-.-ffl;..;..;,,:o.·'TI.:.;:d .... SlNfIllWo£ ___ , California~ this 

day of 

"--~ ~esiden-= 

~Z9C. 

COiiiIiiiislOners 


