 OBIGTHAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATEOF CALIFORNIA

Decision No. 78432

In the Matter of the Application of

SQUTH COAST TRANSIT CORP., Application No; 52317
& coxrporation, for authority

to adjust rates and abandon (Filed Ndveﬁber 20, 1970'
cexrtain service. . amended’ ‘Jamuary 11, “1971)

James H, Lyong, Attormey at Law, for
South Coast Transit Corp., applicant.

Serﬁius M. Boikau Attorney at Law, and
War ord for the Commis-
sion's staff

0 PINION

Applicant is engaged in the business of transporting
pexsons, as a passenger stage corporation,_oﬁer rggular’toutes
within Orange County bétweeﬁ El Mbdénb, Santa Ana, Huntington
Beach, Newport Beach and Laguna Beach. It also is engaged' in
the transportation of persons pursuant tb charCeriarrangéments.

By this application it seeks authority (a) tovincféaée
its fares over its routes between Santa Ana, Newﬁoit Beaéh‘and~
Laguna Beach, and (b) to discontinue service over its routes
between Santa Ana and E1 Modeno and between Santa Ana and:
Huntington Beach. ‘ .

Public hearing on the application was heid?before
Examiner C., S. Abernathy at Santa Ana on.February 5, 1971.
Evidence was submitted by applicant through its budget and rates
director and through its manager., A.transportation engineer;of_‘”
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the Commission's staff reported on an analysis ﬁhichvhe,had‘gade

of applicant's operations and records. One of applicant's patrons- ‘
testified in oppdsition to the sought discontinuance bf " seﬁvice |
between Santa Ana and Huntington Béach.

Applicant's present fares per adult one-way ride range,
by 5-cent increments according to length of tri.p, from a minimum
of 25 cents to a maximum of 70 cents. A

Coumute fares which aré about 10 percent less than the
cash fares, and which are based on the pm:chase of 30'4ride‘ commi=
tation tickets are also provided Applicant seeks authority to
increase its minimm fare to 35 cents and to increase the S5-cent
increments to 10 cents, Corxzespounding :tncreases would be made in |
the commute fares; said fares, however, would be based upon the |
purchase of 1l0-ride tickets instead of the present 30-r:£de
ticket:s.-y In addition applicant would change the 1ocat::ton of
some of {ts fare-break points. Examples of applicaht'3tpres¢nt
and proposed cash fares per adult one-way ride are as .fc';].lows:

BetweenSa.ntaAna IR : L
and: : Present - Proposed
Costa Mesa . $.35 $.55.
Newport Beach .50 .65
- Laguna Beach 55 | 95

Applicant also proﬁdes reduced cash- And ticket fares for
children, which fares are about one-half of the applicable

adult fares. The childrens' fares would be continued on
this basis.
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As justification for the increased fares'andﬂreductioné. |
in service which it seeks, applicant alleges that it is incurring
losses of such magnitude that it will have tq-cease'oﬁeratiﬁg
unless it is afforded ﬁrompt relief therefrom. Accordiné to
financial data which were presented by applicant's witnesses,
applicant incurred a loss of $45,382 during 1970. Total assets
as of the cloée of 1970 were reported as valued at appfoximately“
$90,000. The company's capital account shows an operating defleit
of $127,122 as of December 31, 1970. That applicant has been able
to continue operating in the circumstances was attributed to
suppoxt which it has received from its parent company, Amexrican
Transit Corporation. Assertedly, however, Amgricah Transit
Corporation camnot continue to underwrite applicant's losses.
Hence, umless applicant is able to overcome its¢lpsées, ie will

have no alternative other than to terminate its.0pe:ations;‘

Applicant's manager stated that the company's operations

over its Santa Ana/El Modenmo and Santa'Ana/Huntington Beacﬁ routes
are particularly umprofitable. He said that during the past
several years he has tried_to coxrect this situation by'effécging
various service changes, but that said operatiohs:have éontinued
to be unprofitable. Out-of-pocket costs!incurred»ddring 1970,

from the sexvices over said routes reportedly;were almost three
times revenues received, and totﬁl‘coqts‘we:e more”than_fivéy‘-

times revenues received.
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Applicant's budget and rates director estimatedithat\undér

the sought fares applicant would realize an increase of about 45 per-
cent in revenues from its regular route services.‘ He‘fﬁrthex esti-
mated that under the sought fares and with service over the Santa
Ana/El Modeno and Santa Ana/Huntington Beach routes discontinued |
applicant's financial results of operacions-for the coming year
would be as’ follows: . -

m’é:ﬁi’i‘.% Route S 5 97.865

gggzigl Bus (Charter) | 13% g;g

Total Operating Revenues $232;78Sv‘
Operating Expenses 228 421
Net Operating Revenues $f a,36ﬁ5
Other Deductions (Net) | $’«2,942

Net Income before Income Taxes $ 1,422

That applicant is experiencing, and will continue to
experience substantial losses under its.present-ievel\ofifareé and
services was confirmed by the Commission engineer. The engineer
repoxrted that for the year which ended with August 31,_1970; appli~
cant experienced a loss of $30,772. With respect £o~future opera-
tions the engineer submitted estimates of applicant's operécing
results for the year through Maxch, 19572, assuming, among other
things, that the present levels of fares and services are continued,
on the one hand, and that the sought fare increases and service
reductions are effected, on the other hand. The éﬁginéer developed
his estimates so as to show expected opérating re8u1ts-of‘abplicgn:'s

regular route and charter operations separately‘in‘additibn_tof;he;
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results of applicant's operations as a whole..

summarized in Tables No. 1 and 2 below:

Table No 1

Estimated Operating Results Under Present

Said _est_:(.ml;te;s‘ are

Fares and Present Level of Service
Year Ending March 31, 1972

Revenue
assenger
Special Bus (Charter)
Advertising

Total Revenue

Expenses

Equipment Maintenance
Transportation

Station -

Traftfic

Insurance

Administration

Operating Taxes and Licenses
Depreciation

Opexating Rents

Income Taxes
Total Expenses
Net Incsme

Rate Base
Operating Ratio
Rate of Returm

' Regular
‘"Routes

$ 68,400
1,800,

$ 7‘0, zoo:

$ 23, 910
62, ,040

1, 000

1, ,270

7,3’50' -

9,680

12 120: o
370

4,160

$122,100°

- $GLTD

$ 10,460
173.9%

~ Charter

$111,400
$111,400

$.14,530
48,470
1 QOOj‘
1,750°
8,110
16,920
10,470
14,360
3 260
100
$109,370
$ 2,030
$ 53,30
98.27%
3.8%

D  Indicates loss

Total

$ 68, 4oo':»';-,l ]
Rt 400 |
1,80015j"“ B

‘_$1a1. _600f_’*-‘] o

s 38,440

~ 110; 510:7. "

2 400-.'.5 o

3,020
15,460

16,600
22,590

14, 9307

7, 1620

100
$231,470. .

“3@17_5)

$ 63 800
127.5%

3
- L
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Table No. 2

Estimated Operating Results Under Proposed

Fares and Proposed Level of Serxrvice
Year Ending March 31, 1972

Revenue
Passenger
Special Bus (Charter)
Advertising

Total Revenue

§§§§E§es
prent Maintenance

Transportation
Station
Traffic
Insurance
Acdmninistration

Cperating Taxes and Licenses

Depreciation

Operating Rents
Income Taxes

Total Expenses
Net Income

Rate Base .
Operating Ratio
Rate of Return

Regular
Routes

$ 83,400

1,800

$ 85,200

$ 21, 490
56 660
1, ,000

1, 470

7 880

9, ,370
11 260
’550°
4,000

$113,680

$ (28,380

$'1o 460 '

133 4%

$111,400

| $111,aooﬂ

$ 16,710
48,610
1,400°
11,750
8,110
7,230
10,590 -
14,380
3,420
'100
$110,300
$ 1,100
9907

2.1%

() Indicates loss

Total

§ 83,400
111 ,400:

1,8001

$196,600

$ 36,200°

105,270
2,400

3,220

15,990
16,600
21,850
14,930

77,420

100

$22359305
$ f‘

s éjggoof' .

113.9%
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With respect to the operations over the Santa Ana/.’
El Modeno amd Santa‘AnA/Huntingtoﬁ'Béaéh‘rouﬁes the -engineer -
submitted figures indicating present*out-of-pbcket*lééées“ffom"“
said operations substantially as reported by applicant's manager..
He estimated that should the operations be continuedfbutvthat:
increased fares as otherwise sought herein be assessed the
increased revemues would not be sufficient to cover the out-of-
pocket costs, and that the costs would-e#éeed‘the-revéuues-by_
about 100 percent. He declared that since it appears’(és’shown
in Table No. 2 above) that even under the sought fafes‘app1i-
cant's.operatibns over its other routes will continue t6-be

unprofitable applicant is in no position to conﬁinue its services

over the Santa Ana/Elledeho and Santa Ana/Huntington Beach routes

and to assume the losses therefrom.

The engineer recommended that the sought fare increasés
and that applicant's request to terminate sexrvice over the Santa
Ana/El Modeno and Santa Ana/Huntington Beach rdutes,be‘grénted._

The patron of applicant'srservices-who appeared in oppo~
sition to the proposed discontinuance of the Santa Ana/Huntingﬁqn’
Beach route asserted that there is public need for the sexvice,.
He attxibuted the company's inadequate revenues froﬁ the route
to a lack of advertising, distribution of schedules, designation
of bus stops, and benches at bus stops. He declared tﬁat;in lieﬁ'
of discontinuing service the company‘Should_be-requiréd‘:pfretain‘
the service and to embark on promotional programs fo augment‘its,
traffic, | | |
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At the close of the hearing it(was stated on behalf of
the Commission's Finance and‘Accounts¢Division»that applicant's
principal records are kept outside of Californis, and that as a
consequence representatives of the Division'haﬁe not hadLoppor—‘
tunity to review said records in commection with‘this‘ma:ters
A motion was made that such rate 1ncrease'authqrity~as may
be granted herein be limited to an interim basi§~inxo£der'that
the Division representatives might make their review and subm£t ‘

their recommendations thereon.

Discussion, Findings and Conclusions

The evidence which has been presented in this matter
both by applicant's witnesses and by the Commission engineer
umdeniably shows that applicant is experiencing very.sﬁbs;anaial
losses from its operations. 'The evidence aisousthS‘thatfthe
losses stem from applicant's regular rouce'seivices. The losses
obviously constitute a serious thfeat to‘applicant's,ability té
provide said services. Applicant's need for relief is mosﬁ 
urgent. In view of the financisl exigencies‘with~which'it is
confronted, applicant apparently has no alternative‘t§«the‘
course which it has here elected to folloﬁ; namély, tdvinc£e§se
its fares and to discontinue service over it; ﬁost—unprofféable;‘
routes. o | |

Regarding the effect that the sought fare increaSéé
and service reductions would have upon ap?licant's financial

operating results, we note that applicant's budget and rates

director arnd the Commission engineer differedfﬁateriélly'Iﬁ




their respective estimates of applicant's operﬁting results for  ,
the coming year 1f fares are Increased and service is reduced
as sought. On the one hand the budget and rates directot‘pre-
dicted net operating revenues of $4,364 from the total reguiar
route and charter operations whereas, on the other hand,:the
engineer predicted a loss of $27,380. It a@pears'that‘the
budget and rates director may have underestimated the diminution
ir traffic that will result from the fare increases. "It appears,
also, that he may have overestimated applicant's revenues othex-
wise. We are of the opinion that the engineer's estimates
reasoncbly represeat applicant's probable operating'reSulté-undér
the proposed fares and reduced level of servicer
With respect to the proposed fare increases we find that:

1. Applicant is incurring heavy losses froem its sexvices
over its regular routes under present fares; |

2. The estsblishment of the incressed fares which are
sought will reduce said‘lossés; |

3. The sought fare increases have been shown to be'justified.

We conclude that the sought fare increaseé‘shouid*Be,

authorized. |

Regarding the proposed discontinuances of sexvice over

the Santa Ana/El Modemo and Santa Ana/Huntington Beach routes,

we are of the opinion that sald discontinuances of service shou1d~
also be authorized. Although some‘segmgnts of the public undoubten.
edly will be inconvenienced by such discontinuances, thefféct that
the out-of-pocket costs of service over said routes are,gﬁout

three times the revenues received leaves-little'réom‘for!anyf
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conclusion other than that the needs,andfqppweniénce of-the‘publi¢€r'.

in general are not sufficient to require the continued opérai:i‘_’on
of the routes. We find that said discontinuances have been shpﬁn
to be justified. | -

We reach these conclugions notwitbstanding the conten-
tions of the witmess ppposing_the discontinuaace*of serv£ce over:
the Senta Ana/Huntington Beach route that an,iasufficiency of
promotional activities has brought about, or has contribﬁted,‘to
applicant's plight. Whether the witmess is correct in his con-
tentions need not be decided. Even though it were to be concluded
that he is correct, the indicated remedy comes too late to be
efficacious insofar as retention of service over the Santa Ana/
El Modeno and Santa Ana/Huntington Beach routes is éoncefned.

In view of the fact, however, that applicant's other regular-
route Operations will continue to be unprofitable, even under the
sought zTates, applicant should consider whether the losses can
be lessened or eliminated as a result of increased promocion of
the remaining regular-route operations.

The motion of the Commission's Finance and Accounts
Division for an interim order in this matter should be. denied.

If it develops as a result of the Division' s review of applicant
records that further considerationashould be grven to applicant s

proposals, appropriate action can them be taken to that end
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IT IS ORDERED fhat:

1. Applicant, South Coast Transit Corp., 1s authorized to
increase its fares and otherwise to revise Ité’fa;e.structuxe'in
accoxrdance with its proposals as set forxth in the smendment to
this application which was f£iled on January 11, 1971, which amend-
ment, by this reference, is made a part‘hereof.

2. Applicant is authorized to discontinue service over i;s
routes (a) between Santa‘AnA and El1 Modeno and (b) between Santaf
Ana and Huntington Beach. ' |

3. Appendix A to Decision No. 72973, which sets forth -

applicant's present authority to operate as a passenger stage
| corporation, is amended by incorporating therein Firét Revised
Page 2 (Cancels Orxiginal Page 2) and First Reviséd\Page 3 (Cancels
Original Page 3), which pages axe attached hereto and are made a
part hereof by this reference. |

4. Amendmenzs;t63applicant's tariff to be made as a result
of this order shall be filed not earlier than the effectiﬁewdate |
of this order, and may be made effectiﬁe not earlier than ffve.
days after the effective date hereof om not less than five days'
notice to the Commission and to the pub1ic. o

5. The authority herein granted shall expire unless cxer—
cised within ninety day$ after the effective dnﬁe-of thiéf9rder;
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6. In addition to the required posting and filing of
tariffs, applicant shall give notice to the public by posting
in its buses and terminals an explanation of its fares and |
service changes. Such notice shall be posted not less than
five days before the effective date of thé fare and service
changes, and shall remain ﬁosted for a period of not‘less than |
five days.

7. The motion of the Commission's Finance ard Accounts
Division for an interim order in this mattex is denied.

The effective date of this order shall be five days
after the date hereof. ‘

Dated at fan Franclad, California
this S day of. A,,ﬂ MARCHJ} , 1971.

Commissioner William Symons, Jr., being
gocesgarily rhsant. ¢1d not participate
in the diopoaition of this proceoding




Appendix A SOUTH COAST TRANSIT CORP. | First Revi.sed Pagp
(D. 72973) ' : Cancels
Original Page 2

SECTION 1. GENERAL AUTHORIZATIONS, RESTRICTIONS,
LIMITATIONS, AND SPECIFICATIONS
The certificate hereinafter noted supersedes all opera-
tive authority heretofore granted to South Coast. Transit Coxfp. or
its predecessors. |
*South Coast Transit Corp. is authorized to trafxsport
passengers along the routes hereinafter described, subject, how-
ever, to the authority of this Commission to change or niodify»
said routes at any time and subject to the fdllowing provisions:
a. When route descriptions are given in one direction,
they apply to operation in either direction, unlessr
othexwise indicated.
Motor vehicles may be turned at termini or iatex-
mediate points, in either direction, at intersec-
tions of streets or by operating around a block

contiguous to such intersections, in acco::dance
withk local traffic ::egulat:ions.

Issued by California Public Utilities Commission.

*Amended by Decision No. 78432 , Application No. 5231"1.
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Appendix A SOUTH COAST TRANSIT CORP.. First Revised Page 3.
(d. 72973) : - Cancels - =
| Original Page 3.

SECTION 2. ROUTE DESCRIFTIONS

Subject to the authoxity of this Commission to change of
modify such at any time, South \Co.'ast Transit Corp. shall conduci:
its passenger stage operations between the follow:!.’ng points and
over and along the following-described routes:

*SANTA ANA-HUNTINGTON BEACH (Canceled)

*SANTA ANA~-EL MODENA (Canceled)

Issued by California Public Utilities Commission.

*Amended by Decision No. 78432 . App].:[cat':ton No, 52317.




