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Decisio:l t~o. 661.:1.3 

BEFORE TEE PUBLIC UTILITIES CO~~SSION OF !l~ STATE OP CP~IFOaNIR. 

Application of l~~ ISLAl~ FE~~Y ) 
COMPANY for an order authorizing ) 
e~ incr~asc in far~s. ) 

Application No. 45274 

------------ --------~-----) 
McCutch~n~ Doyle, Brown, Trautman and Enersen, 

by Gcr~ld H. T=autman and Frederick o. Xocnig, 
for applicant 

A. C. Porter end Elocr J. SjostroQ, for the 
comcission statIo 

o PIN ION --------
On August 6, 1962, ~pplicant filed Application No. (~6aO 

for authority to increase fe=es. It propos~d to increase its cash 

f~::c :::J:'0t:l 15 to 2S cents J to!~C:'l. fa:cc from 10 to lS ccntc snd :1. t::: 

port~on of joint bus-boat fare f~om 7-3/4 to 12-3/4 cents. j~te= 

hearing, applicant w~s grantee a 2-cent per ride increase in 

the token fare by Decision No. GL~86. Applicant1e petition for 

rehearing was denied on V~ch 6, 1962 ~,d on March 25 this applica

tion was filed. It rj~peats the fare. request in Application 

No. 44680. 

Public hcar:Lng was held at San Francisco on April 25 and 

20, 1963 and the oatter w~s submitted subject to the briefing of 

du~ing the cou~sc of the hc~=i~8. These briefs bave been received 

and both the rate ~nd lcg~l issues ~re ready for decision. Appli

ccn~ls tntnezscs were its presicicnt Dnd a consulting engineer. Two 

~ra~po~-t~tion engineers :cs~~fied for the z~aff. Pive e:mibits were 

:::,ccc::'veci. 

Decision No. 64686 contained a history of this co~~y 

wh~cb ncecl not be repeatec herce The function of this company iz 
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to transport workers to and froQ the ~~e Islend Naval Shipyar~, a 

distance of ~ mile across ~e Island Strait. Applicant operates 

for t~trec periods per day of approximately two hours each which 

coincide with the zhift brea~z at approx~tcly 8:00 a.~., 4:30 p.m. 

and midnight and therefore the o?cration has no problem of poorly 

patronized setvice during a base period. 
rae service docs have competition. There is a causeway 

leading to the island and a governcent supplied parkins lot. T~ 

Navy provides free tra~sportation froo the parking lot to the ship

yard but many prefer to park on ehe mainland and take the boat. !I1e 

landing float on y~c Island is at the shipyard. rncrc is a parl~g 

lot in the Vicinity of applicant's Vallejo terminal. 

The service is ~endercd by four boats of 175-passenger 

capacity. I{owever) never core than two of the boats are in service 

at one time and, for one hour in tae morning and one hour in the 

. 1 b i'· ol.......... 1 cven~ns, on y one oat s ~n serv~Ce at one t~. 

A comparison of staff and cocpany estimates of results of 

operations including income taxes for the test year June 1, 1963 to 

l"iay 31, 1961,. is as follows: 

Table No .. 1 

P::escnt Fares Proposed Fares 
Applicant Staf~ Aoplicant Staff 

Operating Revenues $ 55,180 
Opc=at1ng Expenses 71,437 
Net Operating Income (16 l 257) 
Operating Ratio 1~9.5% 

$58>130(a) $ 64,600 
51,990 71,437 

G 140 (6,837) 
89.4% 113.2% 

(Red Figure) 

$68>600{b) 
55,530 
13,070 

80.9% 

(a) Includes $2,540 State and Federal Income Taxes. 
(b) Includzs $6,080 State and Federal Income Taxes. 

r- Decision No. 64685 required tae provision of a tEird boat aur~ng 
the afternoon pea~s for one hour. All the estimates of applicant 
and staff include a provision for this but tbe third boat l~~ not 
been added up to '~~'lC date of hearing. 
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Since the applicant and staff are so far apart it is 

necessary to analyze the estimates in a little more detail. Such 

an analysis follows: 

'T'I<':'J..... "I\~ 2 
J. ' .. ~ .'l.e .1. .. 0 .. -

.. ~ 

:1J.nc: : Appb.ca:lt : . . . . :No. Dcsc:-iption :A'021icant: Staff : l'Id.nus Staff: 
.. Boat Hours 2,652 2,362 290 .I.. 

OPER~TION O~ TERM!N~~S 
2 Depreciation $ 519 $ 520 $ (1) 3 Insurance 351 350 1 4 Repairs and Maintenance 3,875 3,100 775 5 Dredging 750 780 (30) 
6 Supplies 500 340 160 7 cashiers 468 2,510 (2)042) 
8 Tic l(e t TakcJ:' S 2,184 930 1,254 

OPER..~Tlo!~ OF VESSELS 
9 Dcpreciacl.on 381 340 41 10 Insurance, 2L and PD 1,624 1,620 4 11 Insurance, :·Iu11 1,800 1,800 12 Repairs ~d Maintenance 17,125 6,620 10,505 13 Supplies 600 600 14 Fuel and Oil 2,500 1,950 550 15 Operators 9,650 9,480 170 16 Deckhands 4,665 2,790 1,875 

GENERAL EXPENSE 
17 Officers 9,000 6,000 3,000 18 Office Salaries 4,325 1,030 3,295 19 Insurance 202 20 182 20 Travel 100 100 
21 Telephone and Telegraph 570 540 30 22 Office Expense 150 280 (130) 23 Dues and Subscriptions SO 40 10 24 Wor!tmen's Compen. Ins. 1,042 850 192 25 Professional Services 2,000 930 1,070 26 Payroll Tax 1,407 1,830 t23

) 27 Taxes and Licenses 900 1,150 250~ 28 Utilities 700 800 100 29 Advertising 500 240 260 30 Proootion 1)500 1,200 300 31 Depreciation 818 120 698 32 Patrol 72 70 2 33 Directorts Fees 300 l50 150 34 Employee's Health and Welf. 559 560 (1) 35 Supplies 50 140 (90) 36 Automobile Expense 100 100 37 Miscellaneous 100 170 ~702 Total 71)437 49,450 21, 87 
(Red Figure) 

... 
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A.45274 d 

The record shows that the staff's esetmate of boat hours was under-

stated by 229 hours. Therefore a eorreetion to the staff estimates 

is in order) as follows: 

Boot r·rou,r~ 

" ) 127\.1. 
102(2) 

Total 12"9-

Cost Per 
Boc.t Hour 

$6.6i 
7.20 

Increase in 
E:spensc 

$ 847.09 
734.40 

1,580.49 
Use 1,580.00 

(1) 8:00 to 8:30 a.m.) each weekday, 
254 days of the year. 

(2) 11:00 p.m. Saturday to 1:00 a.m. 
Sunday, 51 week ends per year. 

11'0 effect of this adjustment in b03t hours is shown in 

Table No.3: 

Boat 'Hou:c 
Adjustment 
Acijusted Boat Hours 

Opera~ing ~evenues 

Operating EXPenses 
Adjustment fo~ Add'l Hrs. 
Adjusted Oper~ting E~~$. 

Income Ta::es 
To:a1 E~nses 
Net Operating Income 

Table No .. 3 

Staff E:lchibi t 
hcscnt: Proposed 

Faxes Fares 

2,362 2,362 

2,:%'Z 2,362 

$5e) 130 $68,600 

L).9,L:.sO 49,450 

4·9 ,Z~50 49,450 

2:5[:.0 6 080 
::;I;:9~~ SS:S30 

6,140 13,070 

Income Tax Calculation 

Ne~ Operating ~evcnue 
Befo~e Income T~x 

Interest E~q>ense 
Taxable Income 

Income T a:c a~ 33 ~ 851 .. 

Operating Ratio 

USE 

$ 8,680 $19,150 

1 130 
-'?,'S"Cib 

1 180 
Ir,97 0 

2,538 0 75 6,.082.85 

2,540 6,080 

89.4% 80.g'/o 
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Adjusted 
Staff E:chibi t 

Present 
F<3res 

2,362 
229 

2,59'! 

$50,130 

L:.9,4.50 

l.l~~ 5!, 

2 .. 000 
SlzO~O 
5,100' 

$ 7,100 

1~130 
5,920' 

2,003.92 

2,000 

91.2% 



The s~a££ developed ~ ~~te base of $17,270, whiCh we 

find to be X'c3sonablc. Applicant r s consultant devclor>ec:i. a "net bool.: 

v~lue" of $19,733.62. This l~tter SU1'll included an automobile at 

$2, 796~l:.s less Clcp-rcci3tion sccrued of $171...~. 77 or $2,621.68. He 

also allowed depreciation on the .:Iu-:.:omobi1e of $7l~3.l:.0 per year. 

The net operating income of $5,100 would yield approximately 29.5 

perccnt on the staff's rate base and 25.3 percent on applicant's 

net book value inclu~ing the automobile. 

The staff cst:imate of monthly passengers was 33,000 

with two boats in operation in the afternoon. 'iJith the third boat 

it would be 39,000, the figure used in the staff study. Tbe 

record ineic3tes that applicant used a figure of 36,950 passengers 

pc: mon~1. Patronage has been trending upward in this operatio~ 

in recent year$. Table No.4, a comparison of two recent 6-month 

periods, suggests that the staff figure is more realistic. 

Table l~o. 4 

For 
Reco~de& Passengers 

the Months and Years Shown 

1961 1962 
October 23,Gl:,O October 37,873 
Nove:lber 29,9£:.9 Novembe: 37, 91t:, 
December 27,608 December 35,[:.26 

1962 1963 
January 32,605 January [:,1,103 
Februa:y 29,6~~\ February 33,07[:-
March 33,260 March 36,806 

Average 30,2C3.3 Average 37,032.7 
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The staff estimate of revenue at present fares exceeds 

that of ~p?licant by $2,950. Tl1C clifference is due primarily to 

the staff's larger estimate of passengers. The total passengers 

estimated by the staff for the test year was l>68,000 with 4l:.5,000 

estimated ~oI:en-fa're pesscngers. It should be noted that tbe 

recorded fi3Ures in Table No. 4 were attained without a ct,ird 

afternoon boat having been opera~ed. 

The upward trend in passen3crs has been continuous 

since the bc~inning of 1961. January 1961 passengers amounted 

to 19,356 against shipyard average employment of 9)5l:.6~ 

January 19G3 passengers amocnted to 41,103 fares with shipyard 

e~loyment of 10,614. Obviously the increase in yard employment 

does not e:~lain this increase in passengers. Tl,e staff figures 

~n general reveal a trend of increased patronage for which the 

associated yard c~ploymcnt figures do not account~ l"e staff 

estimates of passengers and revenue appear much more accurate 

than applicant's figures and will be adopted as reasonable. 

The staff excluded tl,e automobile ane the depreciation 

associateQ with it. The applic~ntrs president stated that it 

was uced in the business but specifically what it was used 

for, except to bring the president to work, does not clearly 

appear. 11,c staff exclusions are justified and are found to 

be rC,Jsonable. 
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l..~ 7'Cs 

In gcnor~l, appliea~t's csti~tos arc basad in p~t on 

!'low the opetation '\'Jould be conducted if a fa.re increase were SZ'mltod ~ 
't-lhi.2.c t:hc seaff csei::lctcs arc basccl on 1::"0 operation e.s p~esen~ly 

conduct~~. 

The Greatest discrepancy bet~\leen the steff and applicant 

w~s i~ vessel repairs .and ccintcn~neoo The dificrcncc between theo 

. $''''' 5"'t' lS ~u, UJo The st~fZ based its cst:i~tc on ~ctual cx'!?c.=icncc ~row 

1957 th=o~gh 1962. This was aver~gco) trended ~nd adjusted to 

reflect :~63 prices end "''J~ge$. App1iccnt' s cnSinoct" used an clloca.-

tion of partly hypothcticel salaries plus a jud~cnt fizurc of 

$5) 0·):) ~or ~~eriel. The second steff witn~ss had. scvc:-al Y2a:-s I 

experience in the ~int~ncnce of vessels si~i:c~ ~o those in usc in 
"-hO ,.-\..~l.s opcral.l.on. In his opinion the st~f~ ~i~ur~ of $6,620 was 

r~~sona;'lc. The;! steff octhocl .:eflcc·\:s cctual conditions and ":-7i11 

be aeo~tcd ss reasonable • .. 

A~olicant's bocrd o~ directors increased th~ s~lary of ~ae t _ 

i:l the record. T~c staff c~?loycd tae old salary lev~~ ~n~ich 

~'1e find to be rcasonsblc. 

O'"''''-'''~-·n''· ~:,·oc"'._·· .. •· ..... ··"c '. ';-'r"c ............. .,;" ....... ..:. -~- .... Jo ~.< 

~~~ ~vcry boa: ~our. It appears :hct the staff allowcnce is wore 

accur~:i:e ~nd it: is adopted as rcasouablc. 
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The staff witness allowed for only one tic!~t taker 

on duty fouzo hours per weekday which is normal pract:i.ce of 

the company. Applicant allowed fo~ two ticl~t take=s. On 

poorly patronized schedules the boat crew collects the tickets. 

The staff estimate is more reasonable in this respect and 

will be adopted. 

In general the staff results of operation based, as 

they were, on historical data or present operation are more 

realistic than those of the applicant and are adopted as 

reasonable. 

In support of its motion to dismiss, applicant points 

out in its brief that it has operated for years under a series 

of contracts with the shipyard~ A copy of the most recent· is 

in evidence as Exhibit No.2. 

This contract states a nominal consideration of $1. 

In it the shipyard agrees to furnish floats and sanzways on 

both sides of the strait and to maintain those on the island 

side. Applicant agrees to maintain the facilities on the 

mainland side and to operate the service. n'le rates are to 

be those "determined and established by decision of the Public 

Utilities Commission of the State of Cali£ornia.~~.II. Applicant 

is to have exclusive use of the facilities so long DS the 

service is rendered in 3 manner satisfactory to the co~nder 

of the sbipyard. 
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.. "'_. :. •••. ~ ~I..-r. t... 1"''':' A(! - - .-.~:;. 

~pplicent pOints co this contract and to the secur~ty 

~~gulations existing at the y~d and contends tl1at, as a result of 

thcse)t~c CommisSion has no jurisdiction. As to th~ provision in 

tn2 cont~act conc~=ning the Coccission's regulatio~ of rates) 

u?plic&'"l';: u::'zes that jurisdiction cannot be conferrcci. by contract. 

In City of Oakland v. Bu~s (1956) 46 Cal. 2d 401) 296 

P 2d 333 and ~ v. Ferry and Hcnsl~r) 91 C.A. 2d 805, cit~d by 

app~icant, the question as to whether ce~tain streets and roads were 

?=ivate or public was decisive. Neither of them is in ,oint. Tne 

City of Oakl~'"ld case involved transportation o~ persons end t~e 

Xul~'"l ca~c transportation of prop~rty. Both re:u1atory statutes 

confin~ the Commission's ju=isdiction to transportation over public 

hizlTNays. Ihc evidence showad in both cases that the roads were 

T~'le staZf cited a number of cases, the most: i'Cportant of 

which was Penn Da,irics, Inc., v. Milk Control Cot"OIllission (1942), 

.... " U S .).1.0 • • 261, 87 L.ed. 748 in support of its contention tl~t the 

CoQQisslon has jurisdiction of taese fares. The only cases to the 

contr~y involv~ ch~gcs pai~ from moneys appropriated by Congress. 

In this case ta~ riders pay fares from their own :unds. 

There is no merit in applicant's motion and it will be 

denied. 

Tae Commission finds th~t: 

1. The a~piicant bas not complied with ordering parasrap~ 2 

ot Decision No. 6l~686 relative to the provision 0: a third boat 

durinz the afternoon peak for one hour. Failure to adequately 

comply with an order of this Commission can subject applicant 

to the penalties set forth in Sections 2107, 2100, 2109 and 2113 

of the Public Utilities Code. 
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.I.. Wita boat ao~s inc:eascd to 2,591 a:d eX?e~ses incrc~sed 

by $1, SCO the estimates of :rev~n1.1CS, ,,"'''Pcnses, inc1udinz taxes and 

ocpreciS'i:ion as submitted by the staff for th2 test yeu cndin3 

r~y 31, 1964, reasonably represent the results of applicant's 

opcr~tio~s ~or the purposes of this proceeding. The rate base pro

posed by t~bc ~t~£f is found to be =oason~blc. 

3. Applicant has not choljm th.:lt the propoced 0: any increase 

in its f8:CC is justified. 

1110 Commission eoncluclcs that the applieat~on should be 

ORDER - - - --
IT IS OlWE~ that: 

1. Applicant's motion to dismiss this proceeding for the 

reason t:~t the Commission has no jurisdiction over the fares of 

this applicant is denied. 

2. Application No. 45274 be, and it is, denied. 

3. Applicant shall provide the service of a third boat on 

wee!:day afternoons during the peak period as required by Decision 

No. 64686 :":on Application No. [.,l:,6 SO. 

The effective date of this order shall be twenty days 

after the date hereof. 

Dated at ______ ~S~~~n~Em~,~~s~i~~e.2 _____ ' California, this 

day of -_-OIol.loC ..... T ..... O.g.B E..,Qr,.---

I~)... 
i 


