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| Decision XNo. 90740 |

SEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTA

Application of GRITHOUND LINZS, INC., )
for an oxder authorizing a statewide
increase in intrastate passenger fares

AUS 2& 1913

Appllcatzon No. 58347

LAS VEGAS-TOIOPAE-RENO STAGE LINES, INO.,
ORANGZ 3ZLT STAGES, a corporation,
PEEZRLISS STAGES, IVC., VACA VALLEY BUS
ZINzS, INC., D"‘S:RT STAGE LINES, and
REDOWO0D ZMPIRE LINZS, INC., for an order
authorizing a statewide increase in inter-
line exopress rates.

amended January 11, 1979)

)
)
and express raves and GEEYHQUND LINZS, INC.,ﬁ (Filed September 11, 1978;

S= ':,ementl,' of Facts:

The Greyhound Corporation is a holding company, oweing‘stock
and other securities in subsidiary and affiliated corporations. These
subsidiary and affiliated companies are grouped for_operat;onal and
financial ou*ooses. The companies in the transportation group engege in
regular route, chart.er, and tour intercity bdbus transporta‘c:.on, carry:.ng o
passengers, vaggage, packages, mail, and newspapers. ' '

Greyhound Lines, Inc. (Greyhound), one of the wholly owned
subsidiaries iz the transportation group, operates regular route bus
service in the L8 conviguous staves, Alaska, and the District of
Columbia, wi ith extensions int %0 Canada. In Californie, GreyheundV
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operaves intercity passenger and express service, transportmng
,nzras:a*ea/ and interstat trafflc, provides local commute and _
and offers statewide Class A charter-party'carrzer

suburban servmce,Z/

service.ﬁ/
3y this appllca vion Greyhound mnltmally sought authorlty to
increase passenger fares and freight rates, as well as znzerlxne express
rates, 15 percert tatewzde to cover increased operating costs and to
provide revenue levels suff;czent %0 produce a reasonable level of
return commensurave with Greyhound's capital investment and_today s
economy. 3efore the application could be acted upon,‘on October 24,
1978, the President of the United States directed his Councii‘on Wage
ané Price Stadilivy (Council) to issue voluntary staidards for non- .
inflationary wage and price behavior. Accordingly, on December 13,7x
1978 the Council published standards, setting up a price deceleration
standard, and in the alternative for companies which cannot compute the
average price change, or where uncontrollable price increases 1n,gooqs
and services bought are involved, @ Profit margin limitation. Seeking
2o conform to the President's guidelines, on January 11, l979}rGreyhoupd;

1/ Authorized by Appendix A to this Commission's Decision No. 55893 .
dated Decembder 3, 1957 in Application No. 39394, as. amended.

2/ Authorized by Certificate MC 1515 (Sub 7) issued by the Interstate
Commerce Commission.

3/ Now reduced to Zay Area Peninsula Service: San Francisco—Mbuntain
View, Santa Clara, oan JoS€, CUpertino, saratogas and‘Los Gatos, and
2ast _3ay Service: San Francisco-Vallejo.

L/ Authorized by Certificate No. TCP-12A issued by this uommission.

5/ Subsequently on December 26, 1978 the chairman of that Council asked
the state regulatory bod;es T apply the standards to the fullest
extent possidble. On January 30, 1979, this Commission by Resolution

No. M=L704L resolved to support the program to the fullest extent -
Dossible. _
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filed an amendment To its application, adjusting,its requested state-“fe_f
wide inerease in fares and rates downward to 13 percent. Greyhound
estimates that a 13 percent statewide increase would generate an addl—.
tional total revenue annually of $i,7.48,000; made up of. $3,829,000
passenger reveaue, and $919,000 express revenue, resu*tlng in an’ 8-51
percent~ rate of return for California intrastate Operatmons-

Operating costs not related vo wage levels were lasv consmdered
in depth by this Commission in Decision No. 80545 dated September 26,

1972 in Application No. 52591.—/ Subsequent to‘uhat deczs;on, addltmonal
statewide fare increases, primarily o offset zncreased wage costs, have
been granted Greyhound as follows.

Decision No. Abblicatlon Nb. % Incr. Effective Date Qype‘Incr.

gléL7 . ._53787;. | 8/23/73 - Laboxr
825L0 T3L569 3/5/7 - Fuel -
83064 5u569/5a653 6/25/71» Labor
83777 _54L653 . 7. ’2/1 .~ Labor -
SL717 551,56 oL - Labor .
85825 56073/55#56 - 6/7, 76 : Labor:’
87632 _5607%/55&56 / ’ Labor .
895207 — e 3. ' . Lador

* Abplzcable only to local and suburban fares.

** Subsequently reduced to 2.363G percent to "pasé
chgough" Proposizion No. 13~ .5avings, per CPUC

6/ A result which Greyhound points out is still substantially below the
10.5 percent rate of return on depreciated rate base found by this
Commission to be reasonable in Decision No. 83777 dated December 26
197L in Appliication No. 5u4653.

7/ Our consideration therein resulted in increases being granted o
Greyhound on its California intrastate mainline and commute. fares
and express rates (including intrastate interline express) in an
amoun; required o produce a 7 percent rate of return on deprec;ated
rate base. , : :
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Wnile the labor and fuel offset increases gran ed by the
Commission as set forth above have answered some of the Specif:.c
economic problems encountered by Greyhound since: Dec;s;on Ne. 805&5,
the company has received no gemeral rate relief s;nce '1972. 1eanwhzle,
despite extensive sales and customer service prograns, including
whe "Get in Touch With America™ and "Say Hello to a Good Buy™ programs ‘
in 1976 and 1977, employee training programs, and a contlnuous program
o cost control, pat ronage (partzcularly the intrastate 1nterc1ty
passenger patronage- which makes up the "bread anc. bu*ter" of the
operation) has declined significaatly. Calmfornza 1ntrastaze {ntercit y
passenger mileage, for example, declined 264 percent, from 764; 026,000
miles in 1572, %o 562,049,000 miles during the l2-mont th period end:ng_ |
June 30, 1978. Similarly, California intrastate intercity-bus.milaagé
declined 2L.2 percent, from 34,979,000 miles in 1972 to 26,530,000
miles in the 12-month period ending June 30, 1978. Ia the lnterven;ng
years since 1972 wage costs of supervisory employees, as well as.
operating costs not related to wage levels, have increased. dramatlcar*y,f'
ané the difference between revenue and expenses in connection with .
Greyhound's California intrastate operations has narrowed. Presentxng
data which shows that total California operations for the 12 months
eading June 30, 1978 produced an operating ratio (before taxes) of
97.1 percen:, and a rate of return on depreciated rate base of only ‘
L.19 percent, with California intrastate operations contribduting a
$185,780 operating income loss for this period, Greyhdnnd assexrts i
that in today's climate of increased costs and inflationary trends,
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its need for additional revenue from its California operations is
erivical. Vhile package express and charter revenu 8 (both“aréas |
with growth potential as well as being areas ableuto.withscand‘levels
£ rates designed to offset a greater share of‘operétihg‘expeQSé)  .
are relied on heavily to supporv regular route passenger revenue, the
company must seek immediave rate relief, and accordingly asks for ex
parte consideration and expeditious granting of the reQuestedr13  N
vercent reliel set forth by this application. 'Greyhound‘s §foposed
increase, adjusted to 13 percent to comply with the]Pfesidentia;
Toluntary uidelines, would affect its passenger faréfgnd‘ex?réés
rate structure as depicted below: | - |
A ~ PASSZNGER FARES - Mainline Mileage Scale

The present minimum fare of $0.60 was established in 197..
It is proposed that it be increased to 30.70 (13 percent:
adjusved TO the nearest "0" or "5"). The minimum fare would:
be applicable, as now, between fare points that are & miles
aparv or less. The mileage scales from which mainline
vassenger fares are computed would be increased 13 percent.
No change is proposed in previously authorized (Decision .
No. 89207) methods of constructing fares and rates. Mainline ,
‘I&Fe increases would be made effective by use of appropriate . .

8/ Greyhound conducts charter-party operations throughout California-
(See Footnove L, supra). Although intrastate charter rates are
not regulased, Greyhound publishes its rates in a tariff circular
for uniform quotation by agents and to insure that the charges
collecteld are compensatory. =Zach major component of its charter
business, regular charter or SamTrans and Bart contract operations,
makes its individual contribution, computed on an out-—of=pocket '
basis, to the reduction of overhead. The importance of charter to
intrastate operation rates can be readily seen by the fact that
in 1979 Greyhound anticipates charter will contribute $2,070,7L2
(or is.gé cents per charter mile) toward reduction of intrastate
overhead. | . _ 0
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conversion tables to be published in a sPecial‘supplement.g/
A comparison of present and proposed mainline mileage scales
follows for one-way passenger flares: '

te Per Mile
Dec. No. &9207 Proposed. Lth No Fare
Miles Reduced per OH-19 Fare (13% Less Than
Over  3ut Not Over 9/28/78 Increase) Fare For

0 25 $.0760 $.0859 |
25 50 - 0709 0801 25 Miles
50 100 .0670 0757 50 v
200 150 L0612 0692 1000 v
150 200 .0585 .0661 150 "
200 250 .0570 .06LL 2000 "
250 300 .0559 0632 . 250 "
300 Lo - 0546 L0617 300 "
LOO - .0535 0605 00 "

b —t— - — - e e s . .

—

Rownd - Trip e = e e SRS, Nt s 1 QOB e e -

Mimimum Feye TUUTTTTTTT TTTSGUGQT T T TTTTTTSgLq0 Tt T

9/ Greyhound asks for & months from the effective date of this order
in which to revise tariffs. Most of Greyhound's California intra-
state passenger fares are set forth in tariffs subject to . -
coaversion pursuant to authority granted August &, 1978 in Decision
No. 89207. New tariffs were vo be issued by April &, 1979. To
avoid a double printing expense an extension to coincide with -
<he above S-month period is herein requested and will be granted.
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3 - PASSENGER FARES - Commute and Suburban Areas

As in the mainline group, the present minimum fare of $0.60
would be increased To 30.70, there would be no change in
previously authorized methods of constructing fares, and it
it proposed TO use appropriate comversion tables to be .
published in a special supplement. The present 1l0-ride,
20-ride, and one-way single ride fares would be increased
oy 13 perceznt. ZExamples of present and proposed commutation
and suburban fares follow: ~

TWENTY-RIDE COMMUTATION
QNE~WAY Tost Per mide #
Present - Proposed Present Proposed Present — Proposed

S .60 $ .70 $15.93 $18.00 $ .79 & .90
.95 l.lO 17- 20 19.14-1.5 . u86 0972
1.10 1.25 19.91 = 22.50 .995 - 1125
26.45 29.89 1.322 LS4
30.38 3L.33 1.519 1.716"
31.80 35.93  1.59  1.796
32-‘&3 36-65' 15621 10832 .
32.78 37.04 1.639 - 1.852
36.43 L1.17  l.s2l 2,058
38.4L5 - L3.L5 - Le922 2,172
L1.47 L6.86  2.073 . 2.343

wwWNS\)NNNN
\8“‘(\)0)8"’?000

.
wvi OO

TEN-RIDE COMMUTATION &

‘ — Lost Per Ride # |
Present Proposed Present - DProwvosed.
$42.75 $L8.31 SL.275  SL.83)1
49.90 56.39 L.99 5.639

[ e r e s e pma A Ve Gdn b g

wiOO

[ I ] L)
FRVIRIRENY
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C = ZXPEESS EATES — Lecal, Interdivision, and Interline -

Present rates would be increased by 13 percent, adjusted to
the nearest "O" or "5%, and the new express rates would also
ve utilizec in consvruczing raves for packages shipped- daily.
The ’ol’ou...nb named carriers, having a permanent concurrence on
file with Greyhound ”or publication of joint tariffs, are

oart‘es .o the proposed express rate increases on an interline
basis: The Desert Stage »ines, Ias Vegas-Tonopah—-Reno Stage
Line. _nc., Orange 3elt Suvages, Inc., Redwood Empire Stages,
Inc., Peer ,ess Stages, Inc., and Vaca Valley Bus Lines.
2xamples of various present and proposed express rates follow._

- | : ver 10 - Overdd Over 0 -
Whare V""-ac-' iz Not Dver 2 ot Over 20 Not Over 50  Nob Over 100
Over No- Over Scale DPresent Proo. Present Prop. DPresent Prob. present Prod.

) 25 pi $2.45 352.80 32.80 $2.95 $3.20 $3.60 $ L.LO 3 L.50
100 125 > 245 2.80 355 L.00 . 5.15  5.800  7.85 8.85
200 250 9 305  3e45 430 L4e85 615  6.95  9.25 10.45

Wwo 50 12 3.90 Ledd 495 5.0  7.L0 835 11.50 13.00

(Taken from Section D Rates)
Exampies of ratés on daily shipments follow:

Where Mileage is | Rates per Calendar Month -
Over But Not Qver . Present. - Prop_gsed .
0 50 ' $29.40 $33.60

> : 33.00.° - .37.80° .
100 L 3690 42400 .. -
125 | 39000 Lhe25 .
199 o K0 4650
175 . 43450 ' fh9-50(ﬁ
250 . - ATeL0 53,250
300 ~ | © 52.50 | 59.25° -
400 58.50 . 66,00 -

(Note: Shipments uader this classification cannot exceed
S31.00 in value or one pound per shipment, nor may there
be more than oxne shipment per” day“between oxe specxf:ea

origin point and one specified” aestlnamlon poxnt.) o
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The instant application was filed September ll,‘~978 and was
listed on the Commission's Daily Calendar of September 12, 1978.- There -
were no protests filed within the 30day protes* period provmded under*'
Rale 30 of the Cozmission's Rules of Practice anvarocedure;.'The
Commission, pursuant to Section 730.3 of‘the_Public'Utili#ies Code
novified each state and local publ ic-agency'and'torporation operating
a passenger transit sysven of the proposed rate increase, and solicited
each one's analysis of the efféct of the proposed rate 1ncrease on overdil
vassenger transportation problems within the- cerrmnory served by such
syswexn. Iespoases were received from the Board of Subervmsors of
the county of Tulare, the Placer County Department of Public Works

ransit manager, the general manager of Monterey. Peninsula Transit, the
cirector of the Kings County Regional Plann;ng_Agency, the v;ce—chalrman
ol the North San Diego County Transit Developmen* Board, and the.
manager of the Mendoc¢ino Transit Authorzty. Our consideration of
these responses appears later herein under our Discussion. of the: issues.
Several years ago for economy reasons the data processing sect;on of
the Commission dropped its statistical tracking program wh;ch 1ncluded ‘
G“eyhound..ana-ehe—vomm&ee~vn—4ranaportee:wn-Dtvtsﬂcnv—posx—exnposmmtaa e
FeorThH—acKE—stafi—te ion _ or —ak:
G&sawa;4kmm~@n—&9?2+v Accord;ﬁgly, the ftaf“ recommendeduacqzzzz
rocessing of the application with staff participation limited to
Testing the reasonableness of Greyhound's request. In mld—December
Administrative Law Judge John B. Weiss, the assigned ALJ, after.
requesting additional da;a, a%vzsed Greyhound that the Comm;sslon
p*ooably would proceedSxparce- t7Greyhound was also directed to post
ices of the proposed incerease in buses and terminals, and to publzsh
vh;:.s information in newspapers of gene*al circulation in affeczed
counties. This dmrect;ve was followed.




In January 1979, well after the 30-day prouest period provzded

by Rule 30, Trailways, Inc. (Trailways) and its subsmdmary " American
Bus Lines, Inc., filed a letter with the Zxecutive Dlrector‘of the
Commission opposing the Greyhound rate increase on grounds that:
(1) the requested increase would create an "adverse image" whnch
would tar Trailways with the same brush and discourage patronage;
(2) the increase exceeded federal guzdelmnes,_and (3) increased.
revenues would enhance Greyhound's ability to continue domination
the Califoraia intercity motor coach markeg. ‘ormed. by she«ALJ )
that the application was being processed Tramlways was told 4#7
©0 furnish any data it possessed dealing with the rate .eturnﬂlssue
cemtral to the Creyhound case. In response TrailwaYs"advised-that it
cdid not propose to offer documentary evidence. Its primary interest,
as exs“essed oy its response, appeared TO be to assure that Greyhound
be required o apply any increase granted uniformly throughout its
California system SO as not ©o be able to use increased revenues to
selectively destroy combetiz;on on competitive routes._'we novte that
the issues of dvarriers o entry are part of the competmtzve posture
cuestions involving Greyhound and Trailways bezng addressed in separate
proceedings underway before ALJ Fraser in Applications Nos. 57939 and
57797, and we will not muddy those waters by expanding the issues into
This proceeding. As will be noved later, the relief the Commasszon will
authorize in this proceeding'will be applmcable across—the-board to

. passenger and express fares and raves in Calmfo“nla‘Lntrastate
service. The basic issue in the instant proceedxng is whether the
resulting revenue levels provide a reasonable rate of return to
Greyhound from its intrastate operations in California. For these

reasons we have'proceeded-ex—parse~.ULCdefSGMMk%7, R * ‘ﬁY/v
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Discussion

Us;ng methods set forth in the Separatlons Manual—u/(whnual)
so.zake ivs_allocations,. for purpeses of. this application Greyhound
developed operating results for its California intrastate Operatlons
for <he l2-month period ending June 30, 1978, seiecting this‘base (or
nisvorical) year because it was the last l2-month period for which
cozplete davta was available when the application was prepared. A
recurrent problem over the past seven years has been the substan tial
operating loss incurred each year from unprofitable commute and -
suburbaz operations. But in recent years Greyhound has been successful
in divesting itself of a substantial portion of‘thms unprofzuable -
service in the San Francisco Bay Area through. substlvuuxon by’ transzt
district service or by means of executing operator contracts with the
Transit authoris 1es.él/ However, upon discontinuation of these Bay Area
services, only avoidable costs were actually saved and other allocated

costs which could not be translated into monetary sav;ngs therefore
continue to be allocated accord;ng To the Manwal. Nonetheless, a.

10/ Greyhound's accounting exhidits submitted to justify California
rate relief are prepared on the basis of a manual entitled
"Separatlon and Allocation Procedures for Greyvhound Lines™
first adopted in 1961 and revised in 1971 to include all
passenger stage corporations.

Greyhound still provides a reduced service on the San FranCiscof
Perinsula and between San Francisco and Vallejo. Operating
resulits prepared for local or commute service are significantly
affected by expense allocation methods. In California the
Manual (see Footnote 10, supra) provides for separations and
allocations on a "gomng concern” basis.
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substantial portion of overhead expense formerly allocated to intraStéte;
local operavions is accordingly now charged <o Callfornma interstate ‘
se"v*ce.ég/ In 1974 losses incurred in local operatzons exceeded
$2,400,000; in the year ending Juzme 30, 1978 these losses had been _
reduced by avout 60 percent, and Greyhound anticipates zhat ln 1979
they will be down to about $5600,000 (assum*ng_ehe 13 percenx revenue .
ingcrease is granted). : S

A summary of operating results for this base year is Set forth'-
in Table A. As noted earlier, total California operaz;ons for this
12-month period resulted in a rate of return of 4.19 percent and an: ,
operating ratio of 97.1 percent. But Callforn;a 1ntrastate operatlons
produced a rate of return of only 0.58 percent.‘,

12/ Tor example, as late as 1975 overhead expenses of a fixed
navture such as the real estate taxes on the San Francisco
terminal and the terminal utility expenseS(heam ‘and light).
were allocated 12 percent to California interstate accounts.
Today the California inverstate accounts are allocated 26 -

~ percent for these items.




OPERATIHG REVEHUES
Passenger

Charter

Express

Other

Total Operatlng Revenues

OPERATIENG EXPENSES
tEquip, Halnt. & Garage
Transportation

Station

Trafflc & Advert,
Insurance & Safety
Admin, & General
Oepreclation

Oper, Taxes & Llcens es
Oper, Rents

Total Operating Expenses

OPERATING INCOME

" GREYHOUNO LINES,

Greyhound
Lines, Inc,

$176,338,597

33,033,997
43,114,424
4,292,551

1$756,779, 569

$ 29,972,559
93,384,237
45,094,219

6,802,248
9,682,677
37,184,920
11,417,433
17,724,195
( 44,118)

© $251,218,370

‘TABLE_A

Total
California

$62,142,86)
15,137,937

11,402,427,
1,985,624

590,663,849

$11,796,965
32,623,518
15,057,384
2,307,520
3,183,533
13,299,357
3,917,827
6,214,876
( _330,207)
$88,070,773

INC, WESTERN DIVISION

STATEHEHT OF QOPERATIONS
FOR 12 HOMTHS ENOEO 6/30/78

CALIFORHIA IHTRASTATE

Total

$34,513,799
7,054,341
6,873,899
1,258, 8N

Interclty

$33,496,808
7,054,34]
6,873,899
1,202,750

Local

$1,016,99)

56,061

§49,700,850

$ 6,807,704
17,950,971
9,183,000
1,095,425
1,741,808
7,650,993
2,134,072
3,523,771
(_201,114)

s’f8.627.798 .

$ 6,552,506
17,040,446
8,915,703
1,064,731
1,687,902
7,297,499
2,067,893
3,393,848
( 198,273)

$1,073,052

$ 255,198
910,525
267,297

30,694
53,906
353,494
66,179
129,923

§49,886,630

$(

185,780) §

¥47,822,255

805,543

(___2,841)

$2,064,375

$( 991,323)

¥ 5,561,199
' ( 526,000)
( 465,323)

595,906 7 .
143,4

96,000
709,543

742,000
1,856,076

44,254,646

( 430,000)
244,220

Fed, & State Income Yaxes
Het |ncome After Taxes

© 24,797,981 24,202,015

Rate Base

Operating Ratlo Before Taxes % 97,1 o
Operatlng Ratle After Taxes 3 . 98,0 99,5 98.5

4,19 0,98 2,93 -

‘Rate of Return %
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Selecting l°79 as test year for purposes of thms applzca tiony
reyhound acdjusted the components of its California Statement of

Operations for the 12 months ending June 30, 1978 to reach a pro fonna
operating statement for 1679, showing all operat;ng revenue annualmzed
for increases previously granted during the historical or later berzod,“
and all operating expenses for the historical peraod adgus ed- for knownf
increases and/or reductions. : T

The 1979 pro forma operating revenues take into considerationﬂf
passenger and express increases in the amounts of 5.2 percenc effectxvea’
hugust 8, 1977, 3 percent effective Septembder 7, 1978, and'a decrease .
in the amount of .6361 percent effective Sentember 28, 1978.. Charte*_
revenue reflects increases of 13.)1 percent effective September 1, 1977
and 12 percent effective September 15, 1978, as well as a decrease of -
.6361 percent effective September 28, 19678, and the $2Ll,078 SamTrans
increase. The revenue adguszments attr;butable %o Contra Costa :
operations, based on Greyhound's contract with Bay Area Rapid Transit
(BART -2/‘reflecv contractual additional passenger revenue as well as a
decrease for reduced mileage operated. These latter revenues are uhen ‘
reclassilied as invercivty operations under charter;, . _

Individual operating expenses for the hzstor;cal bermod were .
adjusted to obtain corresponding 1979 pro forma operatmng expenses, '
reflecting known increases and reductions in the followzng areas:

1. Tor additional commissions on revenue zncreases for
passenger, express, and charter.

13/ Since November 1, 1978 Contra Costa commute service. has been
operated under contract with BART.
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For known wage iacreases allocated under the Manual

to California, by job classifications for drivers,

station persomnel, and office workers (under the

verms of the 3-yea* Azalgamated Transit Union contract,

including cost of living quarterly adjustments);

maintenance workers (under the terms of individual

garage labor agreements); and for salaried employees

and supervisors for 1979 over the base year. (Average

wage rates for the year ending December 31, 1979

were computed on the basis of exdsting labor contracts

adgus ved for the cost of living index as of September 15,
1977 and a subsequent 1.5 percent increase-'in the index

pe“ quarter.)

Tor the growth in pensmon costs computed by‘apply*ng
applicadble pension rates to increased wages.

For increases in health and welfare costs mandated by
a contractual increase ir funding requirements.

~or increased Federal Social Security taxes resulting
roxm the increase in the maximum taxabdble wage to

822 900 from $16,500, and an increase in the tax rate

2o 6.13 percent from 5.85 percent.

For dec*eased property taxes uader Proposition No. 13
(computed by caleculating taxes for the test year
oased on actual tax bills for fiscal year 1976-1979,
including an assumption that progerﬁy values would
increase at the maximum perm;ssz 2 percent
anaually). s
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The elimination of Federal Excise Taxes (per EZnergy
Tax Act of 1978) on sale of buses, and on fuel,
oil, and tires effective April 20, 1978. (With
consonant adjustment of rate base and depreciation
expense on duses purchased within the affected
pericd.) ‘

For increases in fuel costs (obvained by applying
the ratio of current diesel fuel cost to the average
fuel cost in the historical year). ‘

For the projected decrease in scheduled miles

under the 3ART contract, reflected by a corresponding
percentage reduction in operating expenses. (The
adjusted revenues and expenses were reclassified as
intercity "charter™ operations.) _

Afver making the above stated adjustments, a pro forma operating _
vavement for test y&ar 1979 at presént. fires and Fazest®/ -~ 7T T

i o ————t Wt ATy A sk

was presented as set forth in Table B below for Califormia
operatvions: . ' ' Lo

The resulting table reflects also the inclusion of a 5 percent
passexger anc 10 percent express interstate increase applicable
in Califormia effective Januvary 13, 1978 (the express increase
was replaced by a 5 percent increase effective August 19, 1978). .

P,




TABLE B
GREYHOUND LINES, INC,

Statement of Operations for 1979 at Present
Fares & -Rates :

Total CALIFORNIA THTRASTATE

OPERATING REVEHUES

Charter
Express
Qther

Total Oper, Rev,

QPERATING EXPENSES

Equlp, Halnt, & Garage
Transportation

Statlon

Callfornla

Total

$62,806,782
16,586,372
11,618,060
1,985,624

$34,837,099
8,502,776
7,071,489
1,258,811

$92,996,838

T §12,391,382

35,382,192
15,989,904

§ 7,135,366

19,390,076
9,794,5%
1,114,003

Interclty

$34,324,890
8,502,776
7,071,489
1,202,750
$51,101,905

-$ 6,976,351

18,874,832
9,594,086
1,099,049

Locai

$512,209

56,061

$568,270

$159,015
515,244
200,508
14,954

Traffic & Advert 2,356,020 |
Insurance & Safety 3,188,893 1,740,838 1,709,432 31,406
Admin, & Gen, o 14,209,669 8,147,799 7,935,808 211,991
Depreciation 3,908,552 2,124,797 T 2,083,342 41,455
Qper, Taxes & Llc, _ . 35,800,518 _3,273,656 T 3,197,791 - 75,865
Qper, Rents ' { 332,787) ( 203,6%4) ( 193,977) 2,717)
Total Operating. Expenses $92,894,343  §52,517,435 . $51,276,714  §1,2%0,;721 .-

Operating Income T 102,495 §( 847,260)  $( 174,809)  $(672,451)
Fed, & State Income Taxes ( 541,000) ( 750,000)  ( 406,000)  (344,000)

_Het Income After Taxes - ;T 643,495 ( 97,260) to231,191 (328,451)
Rate Base S 43,841,489 24,575,906 24,157,593 418,313

Oper, Ratlo Before Taxes % .. 99,9 01,6 100,3 218,3
Oper, Ratlo after Taxes 7% : 93,3 100,2 99,5 157.8

Rate of Return %~~~ La41 - . .96 -




... ..Tne above table Shows mhat Tozal California operations for 1979
a3 Sresedt fares and rates would produce an operating ratig after taxes
of 99.3 and a rate of return on depreciated rate oasels of only
1.L7 nercenr, with California intrastate operat 1ons, the area of our -
specific JL“lSdlCulOn, p*oducxng a $847,260 operating loss for the
year. 3ut regulated public utilities such as Greyhound are con—
stitutionally entitled to an opportunity to earn a reasonable return

on Iheir investment lawfully devoted to the public‘usé;_(Gén. Tel. Co.
(1971) 72 CPUC 652) and failure to allow a fair return constitutes
unjust confiscation. (Universal Transvort Svstem, Iné.i(l969)'70:-
CPUC 138.) It is evideat from the above indicated level of return

that Greyhound is in need of and entitled w0 additional revenues for

ts Califormia intrastate operations. In Decision No. 83777 dated
Decembver 26, 197L,in Application No. 54653 we determined under not
dissimilar economic conditiozs that a 10.5 percent rate of‘return

on depreciased rate base would be reasonable for Greyhound's Calzforn;a
intrastate operations. In this proceeding Greyhound zs.requestmngﬁaf
13 percent increase for passenger and express carriage. The following
sable, Table C, sets forth an estimated operating statement for

vest year 1979 which gives effect to the requested mncrease apolled

o Califorania intrastate uraf;mc.

15/ The rave base for test year 1979 was adjusted to reflect elimination
of the Tederal Excise Tax on the purchase of buses, retroactively
applicable <o Apr:l 1, 1977. Greyhound had purchased buses before
final passage of the Federal Energy Ac ¢capitalizing the 10 percent
Tax exoendz vure as part of the cost of the buses purchased. Waen .
subsequently the tax became refundable back to April 1, 1977, the
effect was to reduce the cost of these buses and to lower the rate
base approximately $220,000 on California intrastate accounts (out .

£ <he over $1,000,000 applicable to the Western Division).. o

18-




. TABLE G
GREYHOUND LINES, IHC,

Operating Statement for 1979 at Proposed
137 Increase In Passenger & Express Rates

OPERATING REVENUES

Passenger
Charter

Total CALIF, INTRASTATE

Callfornla

Total

$66,635,387
16,586,372

$38, 665,704
8,502,776

Intercity

$38,102,343
8,502,776

Total
$563,361

Express 12,537,354 7,990,783 7,990,783
Other 1,985,624 1,258,811 1,202,750 56,061
Total Oper, Rev, §97,744,731  $56,418,074  §55,798,652 $§619,422

OPERATING EXPENSES
Equlp, Halnt, & Garage $12,391,382  § 7,135,366  § 6,976,351 $159,015
Transportatlion 35,382,192 19,390,076 18,874,832 515,244
Statlion : 16,281,236 10,085,926 9,882,853 203,073
Traffic & Advert, 2,356,020 1,114,003 1,099,049 14,955
Insyrance & Safety 3,188,893 1,740,838 1,709,432 3, 406
Adnln, & General 14,209,669 8,147,799 7,935,808 211,991
Depreclation : 3,908,552 2,124,797 2,083,342 41,455
Oper, Taxes & Lle. - 5,800,518 - 3,273,656 3,197,791 _ 75,865
Oper, Rents ' ( 332, 787)  (_ 203,694) ( 193,977) (9,117)
Yotal Qperating Expenses $93,185,675  $52,808,767 $51,565,48)  $1,243,286

§ 4,559,062 § 3,609,307  § 4,233,171 §(623,864)

Operating lncome

Fed, & State Income Taxes - 1,726,000 1,517,000 1,836,000  (319,000)
Het lIncome After Taxes | 208330062 2,092,307 20397171 (304,864)
~ Rate Base = 43,841,489 24,575,906 24 157,593 418,313

Operating Ratlo Before Taxes z o 95,3 93,6 - 92,4 B 200,7 -
Operating Ratlo After Taxes % - 97.1 96,3 - 93.7 149,2

6,46 8,5l T 9,92 -

Rate of Return %
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From Table C it can be seen that the resulting rate of return
on depreciaved rave base for total California operations, alfter addlvnon
of the 13 percens, increases wo 6. L6 percent on an after-tax oPeratlng
ratio of 97.1. California intrastate operations, with an ope*atmng
ratio after taxes zmproved o 96.3, would produce a rate of return of
8.51 percent, still delow the 10.5 percent found reasonable 1n
Decision No. 83777, dut a rate of return wh;ch, in view of the restra;nts
recuested under the President's Ant 1-Inflatzonary Program, we wmll fmnd
reasonabdble herein. _ ,

We are also not unmindful of the respons:bll;ty placed upon us

oy the provisions of Section 730.5 of the Public Ut 111tzes Code - to,
consider the effect of the proposed new fares on the acteptance of -

bus service to the public. When making this, application, before the ‘
1979 gasoline supply crisis broke, Greyhound estimated that a'l3 oercent
increase would result in an overall traffic diversion of‘lessithan <
vercent. This, absent the fuel c¢risis, mighz,well‘havé:been'overlyf
sanguine, especially when weighed against the record of steady year-to-—
year declines in mainline passenger mileage logged by Greyhound-intra-
state in California. However, the estimate in part was based upon a
1976 "Traffic and Diversion Study"™ done by our staff (see Exhibiz No.: 32
in Application No. 55131), and reflects the- generally accepted con—‘
clusion that dezand for bus transportation tends to be basically
inelastic in relation to fare levels. TWhile concerned with any
patronage loss, Greyhound considers this potentlal 2 percent loss in
ridership an unavoidabvle tradeoff to its baszc necessity to lnsure its
financial stability so that the company can continue ©o provmde the.’ ‘
sraveling public with the benefits of a safe, dependable‘bus-service,
oz a scheduled basis, pesk season and slow, over high traffic routes.:’
and sparse. We recognize that changed life styles‘and'individualf”'




preference for the personal mobility proviced by the passenger.
automobile, as well as the gompetlclon znterCLty of the airlines, have
contributed in recent years o & lesseried role  for the znvercxty bus
in the maimstream of American life. However, the stark facts of lzfe'
in an era of decreasing petroleum supplies are just begmnnxng to re~
introduce our citizens ©0 the vital and convenient service provzded by
the bus, and increasing numbers of travelers are and will be tu“n;ng
vo this safe, reliable, and relatively economical transportatmon mode
Sor more and more of their travel needs. ananczally sound, 1nnovat1ve,
ereative, anc well-managed dus companies ready and, able to furnish
] transportation service are essential in these troubled aays.
“ansoo tion industry has no immunity from the cost pressures
that besxebe all of us, and they must recover their costs and: obtazn a-
fair and reasonable return on investment if they are to continue o
provide essential service. Certaznly;f*om The above it appears clear'
that a 13 perceant increase in mainline and local fares and in express
rates would not provide excessive earnings ‘for the appllcant's Calszrnla
intrastate operations under today's economic conditioms. - ~
As noted earlier, pursuvant to the requlrements of Sectzon 730 3-_-
£ the Public Urilities Code we nouzfmed state and local publlc agencies |
and corporations ooerating,oassenger transit systems of the proposed
we increase and solicited their analysis of the potentlal effect on
overall traasportation problems within their uerrzzory. The responses'
received are summarized below: o ‘

1. Tulare Board of Supervisors - - Urged full consmderatzon
ol Froposition No. L3 property tax. reductxons.‘w

-

2. Placer Public Works - No negative impact on its Mini-
:us System, out could substantially affect elderly
fixed~incone r:ders.




Monterev Peninsula Transit - No significant impact.

Kings Countyv Regional Planning - Regrets any inereases
as COuULC ailiect Low income persons' ability to utilize.

Norzh San Diego County Transit Development Board -
neasonadble rate of return 1S proper, obut expects

Greyhound to "demonstrate a similar and reciprocal
spirit of cooperation” when needed in the future.

6. Mendoecino Transit Authoritv - Deny application as may~
oe Proposition No. 13 savings would offset need.

B e L

As reguired under the Public Utdlities Code we: have conszdered 1 these
responsesin ar*iv1ng av our aes erm;nation on’ this appllcatmon.' we have

¢ et omr 19 & & men | e ke o A S R o e s e P - LR L

-
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opp051ulon. A* the onset it must be noted that Pronos;txon No. 13 sav;ngs
by Greyhound were previously reflected in an offset of'0.6351 percent
orcdered by vhe Commission t0 pass through Greyhound's PrOposztlon 'No. 13
tax savings. This offset was included ir the provisions of Dec;smon

No. 89207 effective September &, 1978 in Application No. 57966., The
concern expressed over the *esultant hardship to some people. in any
inerease is a concern shared by this Commission, but it is also clear
that the carrier cannot be expected to assume the burden of subsidizing
transportation for a class of people, however deserving. If this is
an obligation it right fu’ly belongs to all socxety.‘ Sectmon-&éa—eéh

The Pubhlis—Toisied }
vQ._.x.aaes..n.._charges--sha:a-—ae—ex‘ended—mo—eny—bemsonw—-wml-e_:.ho-__.
deg;s&aeu*e-has—seen—**t-tb-provrde—fbr-ar"i:feirne“—exceptmon-aop&moable
0 gas—and—erecsrieatIities; ad deened necessary for-essentiad—
hLnan—nee&s7—*here-:s—no—suthr&m@;ﬁﬂEanerenthorxzation—fbr—a—s:m:&ar
exception-Ltor us—transportetion. We would also observe, in 2 d;fferent
but related issue, that Trailways' apbroprzately expressed concerns are
met as the increase will also be uniformly sPread over all Calzfornma
intrastate regulated passenger traffic.
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Greyhound's commitment 10 its obl;ga tvions as the ingqggw;;___ |
California intrastate bus oper atorz’zs evidenced by its announced /cy\ff
plans o aggressively revitalize its quality image. It has announced B
plans to build a major new bus terminal in San Francisco; it is adding™
nore of the new NC- 1 intercity buses to its. Callfornma licensed
fleet; it has reduced "dowz time" of lts equipment by changlng ma;n—
senance responsibilities, and it has 1nst1tuted quallty assurance
efforts To spot-check buses and vermlnals in support of le 1979
advertising progran prozise of "Go Greyhound and leave evegxghing
usI™ It has taken s*eps in the cdirection of ;ncenuzve pricing acapced
to intrastate travel, including the "California Pass™, a planned
"California Midweek Pass™, and experimental "energy saver™ fares -
keeping in mind always its need to attract new riders who can'bé en—
couraged to leave their cars at home. At the same time through its
cont‘nuous progran of cost control it diligently is tryiﬁg_to‘hold‘

he lzne oz costs. ' :
Zarly in the p*oceedzng The ALJ dmrected the appl;cant o
produce information to assist in aeterm;nzng whether Greyhound'°
Califiornia invrastate charter operations were returnxng,more than
mere out~ol-=pocket costs to perform the service. Past Commnss;on
dec;s*ons have included charter operations in test year Calmfornla
intrastate operating results, and Greyhound's revenue needs were
determined on the basis of the inclusion of charter 0pe*atlons.‘ .
The Mantal"adopted T Decision Nol 79368 in"Cdse No.” 9168 eI

Do RS e . w4 g f R W

includes charter operations under Calmfornla zntrastate-mamnlxne;“

PR

16/ Also known as vthe "Americruiser 2"..

-23-




operations. In response to the ALJ's direction, the éompany pYr ebafed '

a 1979 projection showing in detail out-of-pocket costs, aceount by
account. The projection shows that each of the maaor~charter_bus:ne55‘
components, regular charter, SamTrans operavions, and the BART
Contra Costa comtract operation, will make a contribution above and
beyonc out-of-pocket costs. In 1979 these cons rzbutlons are re—
spectively estimated to de 31,439, 999, SL8Y, hlB, and Slhl,BBO. For
regular charter operations the full amount alloca ed to the various
accounts uncer the Allocations Manual was used in detennznlng these.
ous-ofwpocket costs. On the other hand for the SamTrans and BART
services, wage and other costs for the most part reflect actual
expendz.ures.lz/ The table below shows projected 1979 charter
operations applicable to Califormia intrastate operations:

GREYHOUND LINZS, INC., WESTERN DIVISION
California Intrastate Charter Operations - Projected 1979

_ Amount - Cents/Mile
3us Miles Operated 5,806,674 ' : - .

Operating Revenues , $8,505, 822» | | 146. L«S
Qut~of-Pocker Costs | I o o
~Mainteaance - - 776,486 1303
Transportation ' | 3,964,946 . 68.

Stanion 229,075 3.95

Traffic & Advert.: ' ' : s,uazg“‘ .
Insur. & Safety 213,762 3.
Admin. & General : OLL,8TL - 15.7
Oper. Taxes & Licenses o 315,&65'“, BuL3
. Toval Ou -of-Pocket Costs $6,h35,0825‘ llO 827_'

s i by« oo o e R LR W el e ——

Contribution vO "Reduction in’ Overhead “”“$2 070;252"“"”““5 66%*"

P -wm-mm-w“m-—w&- R L)

EZ/ The costs of drivers, mechanics, dispatchers, etc., used in-the*
latter services were computed using prevailing wage rates and -
aDDllcable benefits, taxes, etc. The costs of fuel and oil were
allocated on the basis of the Manual. The cost of tires was based
on mileage costs determined for the type bus used.

-2~
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(Tt should be noted that the above-stated out-of-pocket COuts include
all kanown applicable increases for the test year while charter revenues
were determined at current rate levels.) Frogrthe foregoing vhe‘
ignificant contridbution to reduction of intrastate-mainlihe;overhead,]
is apparent. | N S N
As the heading of this application denotes;"GreyhOund was
Joined by six interlining nassenber'stage carriers in its requess for'
a 13 percent increase in intrastate express rates applxcable %0
terline express shipments which move, in part, over the route or
routes of Greyhound, and, in part, over the route or routes of one
or more O these passenger stage corporations. Greyhound asserts
vhat the 13 percent increase {rom the interline express. rates will
not have a significant ffect oa the gross revenue-of uhese carrle*s,
that the precise amount can only be determined by special detailed
studies, but based upon available lnfonmatmon, Greyhoundubelleves
it will increase total gross revenues of the six named carriers "f
approximately $26,000 amnually. In view of the minimal nature of the
inereased revenues to the six car*iers, vhese carrzer—appllcantu ask,.
a“d the Commission will grant, their reque,t made pursuant to Rule 87
of its Rules of Pracumce and Procedure, to waive the mnformatmonal
requirements of Rule 23. Creyhound, on its own behalf, has complmed
with the regquirements of Rule 23. .
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Tinally, we have examined the proposed 13 percent increase fort
compliance under the general thrust of the provisions of the President’
inti-inflationary Progran. We note that in some 1nstances the Pre31aent s
Council om Vage and Price Stability (Council) nas recognmzed that some’

companies may face speclal circumstances which would make abplmca 1on‘o*
ither the price deceleration standard or the profit marg:n l:m;ta 1on
standard ineguitadble, and has’ gran:ed exceptions accord;ngﬁy. Gene al
some of these involved situations where the companies were subjecet to vhe
restraints of goverzmental regulatory bodies and where appllcatlon of
rigid Sformulae would threaten the viability of the company.;_‘ Tn such
circumstances the Council has left it up to the regulatory:body‘involved
T0 make appropriate nodification of the Council's guidelinés or %o adopt
its own procedures %o ovtain restraints while still provmdlng-uhe *ellef ‘
necessary.wo avoid injustice to the apnlzca“v. «

reyhound, a regulated common carrier in Cal;fornia, cannoe,

increase its fares_and rates as will, or unzlaterally reduee‘zts service
10 neet cost pressures. Furthermore, despive its stated efforts ove?”
recent years o stem the losses, it has incurred a decliningfpatronage?
t0 automobiles and airlines in its intrastate intercity urafflc, whzle
inflationary pressures have forced ‘wage and operatzng cos S ever upwardf
In paxrt, these upwa“d pressures. have been met by our interzm orderw

See Teleoromoter Manhattan Cable TV (Dec. 5/22/79). In that instance.
zhe Touncil devermined tnat the circumstances did not fiv its
standa-ds ané¢ that the appropriate rate relief applicable would best
be left to the Jjudgment of the state regulatory body. In Teleorompter
the company had no appropriate base year data, was operatmng at a.
loss, and had had no rate increase for a long time. Having made ‘a
substantial investment in cable TV hookups, it was finally in a
position +o0 market its heavy investment. The Council determined

that the comvany shouvld not be hamoered in gamn;ng v&abil;ty by

close rate restraints.




g anting labor and fuel offset incereases, but the diffeéence between“‘_
ntrasvate revenue and expense has narrowed until Cal 1forn1a intrastate

operations contributed an operating loss for the lZ-month perlod

ending June 30, 1378. Nonetheless, to the extent it proves rational,

we will sudject Greyhound's instans application to the uests of the gumde-‘

lines provided under the Anti-inflationary Program. As set *orth

herein, this is what we have done. , . )

Since G*eyhound does not maintain stvatisvical recotds of
sufficient depth o economically permit. the calculatmon of an. average
Price cha_ge,—g/ we could not apply the average price level test of the
guidelines, dut necessarily turned to the provisions of the Counczl s

lvernative test under the profis margmn limitation approach. Unde‘
the circumstances aty enaan* here this latter test essedtzally requmres
shat (1) she profit margin for the test year must be no large*‘than' |
<he average, or the best two out of the last three fiscal years pr;or
to October 2, 1978, and (2) the test year profit ant1c1pated must not
exceed the base year profit by more than 6. 5 percent blus any pe“centage
growth in phy51cal volume from the base year o the test year.;‘i

g_/ Greyhound deoes not maintain summary records of passenger, express,
and charter sales by origin and destination. Such a summary of
acveal millions of transactions, even were the detailed records
available, is at this point economically not feasmble.




During the three fiscal years completed prior to Qctobder 2, 1978,
reyhound achieved profit margins of L.1l5 percent, 3.23 percent, and L.l3
percent (respectively for the fiscal years ending September 30, 1976 1977,
and 1978) oz dus operations nas cionwide lncludzng charter. Thus, its
orofit margin limitation (the arithmetic average of the hlgheSt two)
applicadle herein would be L.lL percent.
Trom Table C above, we note that Calzfornma Intrastate

Operating Results, including the provosed 13 percent 1ncrease, would
produce an operating ratio before taxes of 92.L ‘percent and a profit
zmargiz for the test vear of 6.4 percent. Thais would exceed the
L.1L pexrcent limitation. For this testing purpose, however, Greyhound
asserts that those figures are not reflective of the actual resu_ts
waich will be attained for 1979. eyhound asserts that based upon . 1ts
analysis of actual operating results. to be antmczbated, the 13 percent
increase produces a result within the profit margin llmztatzon.u
Its analysis necessarily involves the injection of‘certazn ";nflatlonary
expectations™ not normally permitted in regulatory accounzlng procedures.

sizng as itvs base,vhe results actually ach;eved for the lz—month permod
end_ng June 30, 1978, <o project results to be actually expected fo*
year 1979,it makes the following adjustments to the dase year results:

1. To the 59,701,000 June 30, 1978 operating revenue
base, it added the 81, 696,000 of revenue it anti-
cipated would be ’or*hcomang_f“om previously
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authorized increasga in fares and express rates,
and the $L,24L5,0005Y/ anticipated out of the

13 percent increase reguested by this application.
The base plus these adjustments produce total
anticipated actual 1979 revenues of $55,915,000.

To the 349,887,000 June 30, 1978 operating expense
base, it added the $2,630,000 in net additional
expenses which will derive from the additional
commissions on previously authorized fare and.

rate increases, known increaseson wages, pensions,
health and welfare, and Social Security taxes,

and the fuel cost adjustment, and it applied
reductions derived froam Propesition No. 13 tax re-
ductions, the eliminated Federal Excise taxes, and the
Contra Costa adjustment Tor reduced nmileage

operated. Then, Greyhound added an item of

3260,000 representing commissions which would be |
payable on the 13 percent increase herein requested;
<he requested amount representing 1O+ months in
1979 (see Footnote 19). Next, a total of 3818,000
was added in additional adjustments o operating
expense items as follows: recognizing the :
prospective effect of inflation on certain June 30,
1978 expense items, Greyhound applied percentage
inflation factors to these expense items to project
whem through 1979 realistically. For tires and tubes,
light,heat, water and power, insurance, ticket stocks
and other supplies, station expense and repairs, and
"other™ expense, it applied an inflation factor of

7 perceat compounded. On the same rationale for

fuel costs, it (pre-1979 fuel crisis) applied an
inflation factor of only 6.5 percent compounded. .

gg/ ™is $4,2L5,000 represents a pro rata share of the total S$L,748,000
annualized 13 percent increase. In that Greyhound had anticipated
vhat the increase would be approved and effective by February 15, - -
1979,%hey used 10« months of the increase. o R E




i
J\

Por advertising it merely adopted its full actual
budgeted amount. The base plus the above enumerated
operating expense adjustment amounts produce total
test year 1975 overating expenses anticipated at
$53,595,000. : '

Trom these projected operating revenues and expenditures,vbasedf
upon anticipated actual results for calendar yeét 1979, Greyhound
forecasts an operating profit before taxes of $2,320,000. This
result would provide an operating ratio vefore taxes for California
intrastate operations of 95.85 and a profit margin'of‘L;IS.. These
wesults are set forth below in tadble form: - ‘




TABLE D
GREYHOUND LINES, INC.

Projected California Intrastate Operating Results
(woLiars 1n lhousancs)

Onerating Revenues

Total Oper. Revenues
Xnown Increases.
Proposed 13% Incr.

Total Revenues
Oberatinz =nenses

otal Opexr. IZxpenses
Known Exp. Increases
Coxm. or Prop. _3% Incr.
Projected Inflat.
Tires & Tubes
Feel
Lv- ,LIt-‘, .
Insurance 3
Ticket Stock & O»her |
Supplies - :
Station EZxpense &
Repairs '
Qther
Advertising

Total Expenses

Wer. & Pwr

Operating Profit
Profit Margin

12 Mos.
Zndin
6/30/78

Rate
Year
1979

Oberatzng Year 1979
(Projected Results)

Increases.

3497701

349, 70%

1,969
L,7L8

$49, 701

3&91887

'$56,L18

$49,887

$ (186) $ 3,610
‘ 6.4

$52,808

(Red Fig&re)

Agjustments Total

$ 2 s49,701
- 1,969
. Lzzbé*

85,915 B

49,887
2,630
250

853,595 1

$2,320.

ERACTSNE

* Tt was assumed that the requested increase would become

effective as of 2/15/79.




I . .

A.58347 ks

As Greyhound points out, these progectmons were made in
anticipation that the 13 percent increase would become effece;ve
Fedbruary _5, 1679. Obviously, it did not. The delay serves to lessen ,
the prospective profit margin, bringing it further below the 4.15 oercent

ogected in Table D and therefore within the u.zu percent llmztateon f

£ <he Guicdeline standards. In addition, it mast be noted. that the
‘uea inflation factor originally used by ohevappllcanmAzn its aoolx-'
cation filed before the 1979 fuel crms;s isy in retrosoect, grossly
inadecuate. Were we to apply the same 7 percent compounded factor uo
Suel that the applicant used in Table D o certain other expenses,
the $2,122,085 base year fuel component would increase $23L, 000 Lnstead :
of =he more modest $206,000 increment used by Greyhound (and in lzght
of the 1976 fdel crisis developments even t“ms 7 percent factor would
be very conservative),  However, passing the $28 000 difference '
($234,000 - $206,000 = $28,000) through operating expenses serves o re-

duce the operating profit and would produce a proflt marg;n.of &.10
percent, well within the 4.14 percent Guideline limitation’
applmcable o Greyhound. Within the limited consederatmons

involved in the voluntary Anti-inflationary ..ogram_we must‘be
Tlexidle in methodology. We believe that there is meri; T the
applicant’s _ncluolon of these ;nflaolonary expectations. in its
ancillary progectlons nmade herein %o determine the prof;t margmn whlch
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reasonably can be anticipated for 1379 ahd which would be appropriately
applicable in measuring compliance with ant -inflationa:y‘guidelineSL\_r_
Accordingly,we accept the projections and their a‘*endant‘justifiCatiohs
for this limited purpose'and conclude uhat the applzcant 'S progected
1979 profit margin will be within the profit margin hist or;cal
limitation of the firse phase of the test.
However, when we tura to the second phase of the’ proflw

margin tess, the margin of the test year gain over the.base: year,: we'
meet g prodblem. In the base year anp*lcable here, 1978, Greyhound'e‘

California intrastate operations were perfo*med at a loss of $185,780.

bart of the countrxN01 5
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The applicant has a constitutional right to earn a reasonablé
Turn on its rate base. In past proceedings, under smmilar clffzcult"

days and straitened circumstances (See Decision No. 8377” dated
November 16, 197L in Application No. 54L653), we determined that a rave
of return of 10.5 percent was reasonable for this operatzon. The
Tojected 13 percent rate increase will provide an 8. 5 percent rate
of revturn - less than that brevzously found reasonable ~ Here agazn we
conclude that in the spirit of Teleorompter (See Footnoté No. 18)
strict application of the Council's standard would zmpazr the. vzab;lzty
£ the applicant's operations, and that the voluntary standards must
therefore yield o our statutory and constitutional duty o provzde
no limivation less than a reasonable rate of return. . . _
Iz swmary on this final issue, we find that granting the
.3 perceat: increase requested would be inm general conformlty with the«.
overall ovjectives of the President's Antl-lnflatlonary Program.

In view of the demomstrated urgent need for rate relmef
this increase will be authorized to be effective the date of
issuance of thls oxder.

Tincdings of Faet o
1. Greyhound's preseat California intrastate passenger«fares
ad express rates (local and interline) were establ;shed-Septemoer 7,
1978, pursu vo Decision No. §9207 issued August 8, 1978.1 _
2. However, Greyhound's operating costs_not related to wagé :
and fuel costs were last considered in depth in Decision N949805h5u
dated Septemder 25, 1L572. o
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3. G“eyhound has incurred cost increases ln the 1nterven1ng
veriod si ¢ce 1972 which have not been fully reflected in its current
“evel fares and express rates. |
L. Results of operations for a lZ2-month per:od endlng Juane 30, -
1978 were presenved dy Greyhound to reflect results for its most
recent l2-month period prior to submission of thls appl;cation.' These
results are set o“th herein as Table A. . . ‘
5. Tae results ol operations set forth here;n as Table A
reoresentmng,creyhound s California intrastate revenues,_expenses,;
operating income, rate base, operating ratio, and rate'of'returnAshow
that Greyhound's California intrastate Operatzons for the: lZ-month

Tiod were conducted at a loss of $185,780. .

* 6. Greyhound presented estimated results of oPeracmons a*
presently authorized fares and rates for a test year ending December 31,
1879. These estimated results are sev forth herein as Table 3, and
give effect o known increases and/or reductions. and shzfts in
operating revenues and expenses, 1nc1ud1ng the effect of Proposmtzon No.

13's decreased property taxes and diminished commute operations. ‘
7. The data contained in Table B indicates that Greyhound s
lifornia intrastate operations if conducted at vresently authormzed
fares and rates will again produce an. operating. loss,mesuzmated
%o be S8L7,000, and would produce an operating ratio after provmszon
for income taxes of 100.2 percent. This indicates that Greyhound 15
in immediate need of additional revenues for its Calm’ornma Lnxra- :
state operations. ‘ : ‘ _
g. 3y the instant 2application filed on'September'll;~1973'
“and amended on January l1ll, 1979, Greyhound seeks as rel 1ef an
. increase of 13 percent in passenger fares and express rates (local and
inter -1ne), an increase sufficient to provide gross revenues on its:
iforznia intrastate operations to yield a ratve of‘return on.
depreciated rate base of g.51 bercen“'for the test year ending
December 31, 1979- ' ‘

1
A
y
.u
ol
!
?
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2. Greyhound presented results of operations for test year.
27° gzv‘ag effect to the proposed 13 percent increase'appiioable‘zo':
alifornia iatrastate operations. These results appear to reasonab;y
epresent Greyhound's Califormia intrastate operations projected ’o* ‘
west year 1979 and are set forth herein as Table C.

10. The estimated results of operations set forth in Table C
Ziving effect to the 13 percent increase show that Greyhound?s
California intrastate operations for test year‘l979awould*show~an
overating income of $£3,609,307, and.-after pr rovision for income: taxes,j
»roduce an operating ratio of 96. 3 ‘percent, and a rate of return
on depreciated rate dase of £.51 percent.

1l. The rate of resurn of 8.51 percent sought herein would not_
result in excessive earnings for Greyhound's Ca_afornza 1ntraotate
operations, inasmuch as this 8.51 percent rate of | ireturn is lower
vhan the 10.5 percent rate of rezurn prevzously found reasonable
by the Commission in Decision No. 83777 dated*Noveﬁber’26,‘197&
during a period of similar cost and economic concerns aa those

revailing today. T |

12. The increased fares and express rates necessary a4 produce
a .51 percent rate of return are justified, and said fares and
express raves will be just and’ reasonaole.‘ Inereased interline
express rates on the same level as increased local expre s ra ¢S are
justified and will be just and. reasonable. ‘ ~

13. Greyhound produced data to show that its Calzfornma
intrastate charter operations are returning more than mere out-of-
vocket ¢costs w0 perform the service, and that charter makes a
substantial coatridution to offset intrastate operations overhead
expense. These data are set forth in tabular form herein.
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14. Within the context of Sections 730.3 and 730.5 of the
Pudlic Utilities Code, a 13 percent passenger fare'inereaSe has not"
been showa as likely <o have any significant effect upon overall
Transportation problems within the territories served by passenger |
sransit systems and Greyhound, nor has it been shown that such a
fare increase would significantly affeet«public-acceptance~ofi'
Greyhound's transportation service.

15. Novice of filing of the lnstant appllcamlon appeared in
the Commission's Daily Calendar September 12, 1978. No protests were
received. After ex—parte consideration and preparation of a deciszonf“
had commenced, by letter dated January 16, 1979, Trailways obgecsed
0 granting of the requested increase. Although offered opportunz y
20 ¢o 50, Trailways advised it had no evidence to 1ntroduce. | -
Collateral issues raised by Trailways are being cons;dered el sewhere.
Accordingly, public hearing hereif i uanecessary. . . ..

16. In that for apparently prudent coSt reasons Greyhound
cannot maintain statistical data of sufficient depth Vo) permlt the‘
caleulation of average price charges, the provisions op the alternate
s*o’iz margin limitatioms test must be used To measure Greyhound s
compliance with the President's Anti-Inflation Program-

17. The 13 perceat passengexr fare and. express rate anreases
requested by Greyhound would be in general conformi:y w:th the overa_l
objectives and approved exceptlons of the President s Ant1~1nf1atlonary
Progran. ' ' '

a0 ame omow Webme s o e R



Conglusions of lLaw

L. The 13 percent increase in passenger fares and -express rateSy“
local and inverline) requested by the applicants should be granted.,

2. The requesved waiver of Rule 23 of the Commzssmon s Rules
of Practice and Procedure by all abplmcants ovher than Greyhound
relative to the increases authorized in 1nterlmne express rates
should bYe granted. ‘ \ S

3. Trhe applicants should be auzho*lzec vO"publluh the 1ncreased
Dassenger fares and»exp“ess rates. on five days' notice. to the ‘
Commission and the public. ‘ ,

4. Pending the reissuance of passenger tarm’fs conzamn;ng
Tares on a point-to-point basis, Greyhound should be authorized to
Place invo effect the increases authorized herein by‘use of convers;on
tables. The authority on an interim basis o use such converszon |
wables should expire eight months after the effectlve date of the
order herein.

5. Long- and short~haul relief from the provms:ons of Sectzons
LA1.5 of the Public Utilities Code necessary o establlsh uhe 1ncreased
passenger fares and express rates should be author;zed. '

OCRDER .

IT IS ORDZRED vhat.
1. Greyhound Lines, Inc. (Greyhound) is hereby authormzed
To establish the increases in i%s Califormia intrastate passenger
fares and express rates proposed by Appllcatlon Ne. 583&7, as. amended,
to the extent such increases in fares and rates do not exceed 13
percent, and minimum one-way fares applicable between fare. pomnts

that are eight miles apiTt 46 ndt exceed 70 Cents.  Vhen: Somputing the

increased fares and rates authorized herein, Greyhound's rule for. -




the dzsposmelon of fractions shall apply subgect to the followzng
modifications:

a. Passenger Fares: Increased fares to. be adausted
to the nearest cent as proposed by Greyhound,
except in areas where exact fares are requlrea,
inereased fares shall be adausted to the
nearest O or 5 cents (2.50 cents being considered
?earest)to the next higher amount endzng in O or
cent

Zxoress Rates: Increased rates 1o be adausted
70 the nearest O or 5 cents (2.50 cents being:
considered nearest to the nexv hxgher amount

exding in O or 5 cents). ‘

2. Pending establishment of the speczflc fares authorlzed in
paragraph 1 hereof, Greyhound is authorized to make effectlve 1ncreases :
in passenger fares published on 3 poznt-to—nomnt basms by means os‘-
appropriate conversion tables, provmdlng that the resultlng zncreased
fares do not exceed the fares authorized in paragraph 1 hereof and
that tariffs containing such fares, and all other tarsz chanves |
previously authorized by prior orders, are republlshed wmthln
eight months after the effective date of this order to elzmlnate the
use of the aforementioned conversion tables.

3. Greyhound and the other applxcants named’ in the headzng
to this decision and order are authorized to increase thezr mnterllne
express raves by 13 percent as set forth in paragraph l. - The recuested~
waiver of Rule 23 of the Commission's Rules of Practlce and Proce&ure
by all named 2pplicants herein other than Greyhound is granted._“ .

L. Tariff publications authorized to be made as a result of the
order herein may be made effective on not less than.fzve days notlce |
to the Commission and the public. - :

5. The authority granted hereln shall expzre unless exercised ‘
within n;nety days after the effective date of‘thms order. K
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6. In addizion to the required posting and fllmng of tariffs,
eynound shall give notice to the public by posting in mus buses
and terminals a printed explanation of its fares. Such notmce shall -

be nos.ed not less than five days before the effective date of
The fare changes and shall remain posted for a period of nou less
than thirty days. / . L

7. Applicants, in establishing and maintaining thef§ares~and
express raves authorized her reinabove, are herebdy. authorzged o
depart from vthe provisions of Section LEO of the Publac Utilltzes |
Code o :he extenat necessary o adjust long— and short—haul departu*es
now maintained under outstanding authorization; such_outstand;ng
authorizavion is hereby modified only %o the‘exzent-necessary‘ﬁo _
comply with this order; and schedules containing the rates publmshed
under this authority shall make referemce to the prioxr orders
authorizing long= and short-haul departures and to this o:der.

The effective date of this order is the date

hereof. AUG 28 1979

Dated , , at San Franciéco, California.

Commfusiéncr‘cia Lre T Dedridk. beﬁm;
noccoaarlily absent, a4d not poarticd pate
iz the dlsposition ox this proceod*ng

=L0—




