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o PIN ION 
~ .......... -----

On Barch 17, 1955, The Atchison, Topeka omd Santa Fe 

Raihlay Company and. Santa Fe Transportation Company, hereinafter 

sometimes jointly referred to as Santa Fe, filed Application 

No. 36802, and on April 7, 1955, these corporations filed their 

amendment to said application. In the application, as ~ended, 

these applicants request authority to increase r~il-coach fares; 

bus fares, and rail-bus fares from a rate of 1.875 cents per mile 

to a rCi.te of 2.5 cents per mile and authority to publish fares 

between certain points lovler than the proposed basis in order 
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to meet competitive fares bet\'teen such points. The l:>l."ill',al."Y 

exception to the generally proposed 2.5 cents per u~le rate i! 

the rare between San Francisco and Los Aneeles which applicants 

propose to increase from 1.50 cents per ~i1e to 1.96 cents per 

!il11e. 

Southern Pacific Company) hereinafter someti~les referred 

to as Southern Paciric, riled its Application No. 36900 on 

April 20, 1955. In this fi11ng applicant pOints out that the fares 

sought to be increased by the Application r!o. 36$02 herein of the 

Santa Fe Railway ComlJany and Sa.nta Fe Transportation Company 

include f.'lres oetueen San Francisco and Los An.;eles and inter

oediate points via the San Joaquin Valley. Applicant Southern 

Pacific Company requests authority to increase its special coach 

tares between these points that .ore presently less than 2.5 cents per 

mile, up to 2.5 cents per mile, subject to the qualification that 

the resulting l'e.res will in no event be greater than the present 

one-''J'ay fare of $8.50 and round-trip fare o~ $15.30 between San 

Francisco and los Angeles and between Sacramento and Los Angeles. 

No change is proposed in the present special coach fares or $8.50 

one-l';ay and $15.30 round.-trip bettleen San Franci sco ~nd Los Angeles 

and between Sacramento and Los Angeles. Applicant further seeks 

authority to maintain through fares on a combination basis con

sisting of (1) the proposed increased special coach tares and 

(2) the regulnr coach fares of 2.75 cents a mile between points 

where said special coach fares are not applicable, on the one hand, 

and the nearest points where said special coach ~ares are applicable, 

on the other hand. Applicant also ~eeks authority to increase the 

local coach and first-class fares between San FranCiSCO, on the 

one hand, ~nd Oakland and Berkeley and other points in the East Bay 

area, on the other hand, toa minimum of 50 cents one way and 

~1.00 round trip. 
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Applicant Southern Pacific Company requested that its 

applicution be set for hearing ~t tbe same time und place as 

Application No. 36802 filed by The Atchison, Topeka and ~anta Fe 

Rail,,,ay Company and S~nta. Fe Trc.ns~ortation Company. 

Public hearings were held before Comraissioner r:. J. Dooley 

and SY..aminer -wll. E. Cline in San Francisco on June 29 and 30 and 

October 24) 25 and 26, 1955. The matters were taken under sub

mission following oral argument before the ComQission en bane in 

Los Angeles on November 14, 1955. 

Estimated Results of O~eration of Santa Fe 

The fo11o't'ling tabulations taken from Exhibits r10s. 42 

&nd 43 ShOi! the estimated ~nnual results of operation under present 

~nd propooed f~res both on an out-or-pocket basis and a full cost 

basis for selected p~ssen~er trains of Santa Fe operc.ting wholly 

~~thin the State of California. Tho selected trains arc the 

Golden Gates, San Die~ans ~nd S~n Diego Budd Cars, which tozether 

accounted for ~pproX~4~te1y SS per cent of the total intr~st~te 

passenger revenue of: ::;;2,425)141 for the year 1954. For these 

selected trains) the intrastate passenger revenue is approximately 

72 per cent of the total passenger revenue. The estimates are 

primarily based on the experience of applicant in the year 1954. 

Present Fares Proposed F",res 

-

Commission Commission 
Santa Fe Engineer 

Out-or-Pocket 
Cost Basis 

Passenger Revenue (:)2 ,843,690 
Other Related Rev. 887.1~~ 
Total Oper. Revenue ;:)3 , 730 ,8 
Dining & Buffet Rev. 
Total Oper. Rev. Excl. 
Dining and Buffet 

Rail''fay Oper. Exps. 
Railway Opere Loss 
Bus Serve Oper. Loss 
Railway & Bus Serv-
ice Opere Loss ~~1,OOO,$55:) 
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51$,299 
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Present Fares Pro,?osed ~'ares 
commission 

Santa Fe Engineer 
commission 

S~nta Fe Engineer 
Full Cost Basis 
?assen~er Revenue 
O-eher "'elated. Revenue 
Total Oper. Rev. 
?'ailway Oper. Exps. 
Railway Oper. Loss 
Bus Service Oper. Loss 
Railway & Bus Service 
Opere Loss 

.. 

: .. 
• . . .. . 

• 

• • • 
• • •• 

• '" .. 

•• 

... ... : . . . . 
.. 

.'" .. . . • • 
• .. .. 

• • •• •• 

~( Includes Revenue of Santa Fe Tro.nsportation 
Company. 

I~ Includes E:l..-penses o£ S.:ntc:. Fe Transportation 
Company. 

: .. 
• 
.. 

•• 

Exhibit No. 21 shows that the operating ratios of The 

Atchison l Topeka and Santa Fe RD.ilway Systeru for passenger and 

.. 

allied services within the State of California during the calendar 

years 1947 to 1954 have ranged from 11$.93 in 1947 to 164.93 in 

1954. As sho\lln on Exhibit No. 20 the operatin.:; ratios of 'ch13 

company for its total pU3senger and allied services durine this 

same period have ranged froQ 103.66 in 1947 to 142.47. in 1954. 

•• 

The operating ratios sho\ffi in Ey~ibits 20 and 21 ~ro based on 

al1oc8.tions of full ccst exclusive of taxes. Corresponding operating 

ratios cased on out-of-pocket costs would be substantially lower. 

Exhibit No. 19 sets forth the net railway operating 

income of The Atchison, Topeka and Santa Fe Rail'tlay System for the 

calendar years 1947 through 1954. During this period the annual net 

::::-ailw4,Y operating income has run.zed l'rotl ·:::54,,02,000 to )$1,213,000 

and for the year 1954 it amounted to~~3,990,OOO. The I.C.C. valua

tion of property used in transportation service has increased from 

~i956,$S$,OOO as of December 31, 1947, to ~~1,309,996,oOO .lS of 

December 31, 1954. The rates of return on the basis of I.C.C. valua-
tion ~re ~Q follows: 

1947 - 5 .. 67% 
194$ - 7.00 
1949 - 5.4$ 
1950 - 7.$2 
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1951 - 6.4$% 
1952 - 6.01 
1953 - 6.30 
1954 - ,.34 
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A witness for the Santa Fe testified that passenger 

revenues on the California passenger trains included in Exhi~it 

No.4, for the months of Febru3.I'Y, April and June, 1955, amounted 

to ~:;597, 345 as compared to :;~705, 9$5 for the same three 4lonths in 

1954, which represonts a decline of approximatoly 14 per cent. 

Expenses during,these $~~e periods declined ~pproximatcly 8 per 

cent. The same ''fitness stated. that the net railway -operating 

income for the system for the first eight months of 1955 was 

~~4S,554, 409 and for the first eit;ht months of 1954, \:~40,3$3,$39, 

an increase in excess of ~~S,OOO,OOO or approximately 20.2 per cent. 

System passenger revenues for the first eight months of 1955, how

ever, declined 6.7 per cent as com~ared to the same period in 19;4. 
Differences Between the Commission Staff 
Study and the Santa Fe ~tuay 

The Commission staff witness, in his study, eliminated 

Trains 70 and 75 which operate bet\tleen Los Angeles and San Diego 

because these trains are operated primarily for head-end traffiC, 

only 20 per cent of the total revenue of these trains being passenger 

revenue. The Santa Fe representatives, hO\'lever, ho.ve pointed out 

that these two trains make loc~l stops which car.not be made by any 

other trains if they are to maintain their present schedules. The 

Commission staff ,'litness made no recommendation respecting the 

rescheduling of any Los Angeles-San Diego trains. Trains 70 and 
• 

75 were included in the estimated operating results submitted by 

the Santa Fe lntness. Exhibit 41 shows that the estimated operating 

loss on these two trains for six selected months in 1954 was 
$43,9l1, which may be annua.lized to a def'icit o:c '~$$,.56$. An 

appropriate portion of the loss on these two trains reasonably may 

be added to the out-o£-poeket lO~$ estimate3 submitted by the ota££ 

witness. 
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In the development of cert~in estlluated expenses the 
I 

COIll:lission sta.ff used systeLJ. average cost per unit mile \lherea,s the 

applicant b~sed its esticates upon an analysis of actual costs or 

a test check of actual costs. 

For illustration, the composite cost per unit uilc used 

by Santa Fe in making its estim~te of road locomotive repairs 

expense aIUountecl to 10.6 cents whereas 'che system average cost 

per unit mile for the four-year period 1951 through 1954 which was 

used by the Commission staff amounted to 12.7 cents. The 

Commission staft ~'litness stated that the higher four-year average 

system cost figure was used in making the staff estulates because 

the number of Class A repairs and inspections of locomotives can 

greatly affect the over-all unit mile cost for a particular year. 

The 1954 system cost figure per trailing gross ton-mile 

for train fuel used by the COl:l11lission staf'f' "~las lO"ier them the 

cost figures developed by Sant~ Fe from tests of actual fuel 

consumption. The Commission staff \':itness stated that the results 

of the three-day tests mude by Santa Fe fluctuated from.one 

six-month period to a.nother to such a great degree that he felt 

a system passenger experience would more truly reflect the actual 

fuel used. 

The reasons for using the system cost figures rather 

than the cost figures developed by Sant~ Fe appear to be sound. 

The staff estiruates based on such figures subject to the modifi

cations required by this opinion will be adopted as reasonable by 

the Commission in this proceeding. 

The Commission staff eliminated all revenues and all 

expenses attributable to the operation of the dining cars, lounge 

cars and snack lounge cars from their estimates of out-of-pocket 

cost. The staff witness stated that in his opinion passengers who 
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do not use these facilities should not be expected to bee.r any 

part of the loss resultine from the operation of such f~cilities. 

The lounge c~rs on the Sen Diegans and the lo~ge c~rs 

and dining cars on the Golden Gates are available for use by any 

of the passengers on these trains. One of the S~nta Fe \.ri tnesses 

who is on a system committee which continually reviews dining car 

operations stated that the discontinu~nce of the dining cars on 

the Golden Gates would materially reduce the patron,,:e on these 

trains c.nd i'.fould increase the loss already being incurred, as 

many people .. Ifill not travel :ror nino hours without bein£: able to 

order a meal in the diner. He also stated that further increases 

in tho price" of the mea13 served \lould only serve to decrease 

patronage rather than to decrease the operating deficit of the 

dining cars. 

The evidence of record in this proceeding ShO\llS that 

both the revenues and the expenses incurred in the operation of 

the dining cars and the lounge and snack lounge cars should be 

included in the eotimateo on an out-of-pocket loss basis as well 

as on the full-cost basis. 

Est~ated Results of Operation 
of Southern Pacific Oompany 

The following tabulation:3 talten i'rorJ. Exhibits Nos. 37) 

3$ and 44 show the estimated results of operation on an out-of

pocket cost basis of the SOon Joaquin Valley trains ,,'hich \\lill be 

effected by Southern Pacific's rate proposal. The revenue estimates 

of Southern Pacific are' based on revenues for l'.:ay 2, 3) 6 and $) 

1955, annualized, and the expense estimates of this applicant are 

based on expenses for the week of ~~y S through 14, 1955, annualized. 

The revenue and expense estimates of the Commission staff are 

generally based on the 1954 experience of the applic.1nt. The staff 

estimates are developed both on the basis of the present operntions 
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of Southern Pacific and on' the basis of complete dieselization of 

its motive power. 

S..an Joaguin Valley Trains Out-or-Pocket Cost Basis. 

Item -
'. Present Fares 
Southern Commisslon 
Pacific Engineer* 

Southern Commission 
Pacifi c Enr.;ineer>:c 

Revenue ' $4 ~ 710, 000 ~~4, 705, 500 ~~4, 790) 600 
Present Oper. Exps.. g .020 .. 000 ~ C10 ,SOO ~ 8 ••• 010,000 
Operating Loss :;;3,360,otm ~;c:,10S,300 :,~);219,40'0 
!\'~odified Diesel 

Operating Exps. 
Opera.ting 1.055 , 

>:c Dining room reven\.les and expenses are excluded 
from the Commission st~££ estimates. 

The Commission staff' report also sets forth estimates 

on an out-or-pocket basis ~nd full cost basis for the San Joaquin 

Valley trains and the Coast trains assuming present operation and 

assuming complete dieselization of motive power. These estimates 

are set forth below. The intrastate passenger revenue of these 

trains accounted for approximately 95 per cent of the total Califor

nia intrastate passenger revenue for the ye~r 1954. 

Commission En~ineer Estimates 

Item Out-or-Pocket Cost Basis* Full Cost Basis 
- Pres.. l~ares _Pr;;,.o .. pl;.O.;....::;F.;:;a;.::.r..::.el~$ Pres.. Fares Prop.. Pares 

' San Joaquin Valley 
,Trains 
:l~vcnue 
.!,-Ires.. Oper .. Exps •. 
Operating LO:3$ 
r::odified Diesel 

Oper. Exps. 
Operating Loss 

Coast Trains 
Revenue 
Pres. Oper.Exps. 
Oper. Profit 
~~odified Diesel. 

Operati n8'p Exps ... 
Operating rofit 

$ 4,705,500 
6 J310.$OO 

$ 2,105,300' 

~~ 6,885,000 ~p 

?, 6d 561,*00 
w 323, 00 

:1!> 
1'Ilr~00 , 6 ,00 

,!~ 6,885,000 ',p 
6,561,tOO 

',' 
. .1 323, 00 

1;fg~:~gg " 'lP 

-$-

9~116!400 , 9!116~OO 
4,175,700 $ 4,119~ 00 

C 7,340,000 ~ 7,340,000 
10~+90.000 10 ~~o 000 

(:w 2~850,OOO) (J 2:§ 0:000) 

~JS82J200 S 8$2,200 (t., rJ542,200)(~ 1;S42,20~ . ~!e 

/ 
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Out-or-Poe:ket Cost Bo.::'Iis>:( Full Cost Basis 
Pres. F~res Pro~. Fares Pres. Fares Prop. Fares 

Total San Joaquin 
Val.& Coast Trns. 
Revenue $11 1 590 1 500 
Pres.Oper. Exps. If.~~2!200 
Opera't:1.n.::; Loss ;:1> , 1 J 700 
l~odified Diesel 

Opere Exps. 11,5e9.~OO 11,SS§,700 1~:;f$~600 1~:*te:600 
Operating Profit ~:iOO :,~ S ,400 (~e8 290) a~ilO 300) 

(Hed Figure) 

~( Dinin~ and bu.£'f'et. revenue and expenses are excluded 
from estimates on an out-or-pocket cost basis. 

Exhibit No. 34 shows that the net railHay operatins 

incoLle of Southern Pacific Company (Pacific Lines) during the seven 

years from 1948 through 1954 h~s ranc;ed from '::12$,000,165 to 

$58,096,,02 and that during the ca.lendar year 1954 it was . 
~i42)134, 783. The I.C.C. valuation of property used in tro.nsporta

tion service has increased from ~7SS,lSl,549 as of December 3l, 

194$, to :;11,024,159,305 as of December 31, 1954. The following 

tabulation shows the rates of return on the basis of the I.C.C. 

valuation for the seven years 

194$ - 4.51% 
1949 - 3.24 
1950 - 5.31 
1951 - 4.75 

of 194a through 1954: 

1952 - 6.09% 
1953 - 4.60 
1954 - 4.11 

A \'Ii tness for Southern Pacific testified that the net 

railway operating income for Southern Pacific Company, Pacific 

tines, for the nine months' period ended September 30, 1955, 

3.!:lounted to ,~39,09S,712. Projectins this figuro on a 12-month 

basis produces an estimated net rai1'Jlay operating income for the 

year 1955 of C52,131,616, an incre~se of 23.72 per cent over 1954. 

This amount ~roduces 0. rate of return on book value as 

of the close of 1954 of 3.79 per cent and a rate of return on 

the I.C.C. valuation Cl.S of the close of 1954 of 5.09 per cent. 
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This witness pOinted out that these figures do not take into con

sideration certain ~lage increases effective October 1, 19~5, 'V!hich 

on an annual 'oasis 'Jill runount to ::,,3 ,$1.3 ,000. 

The present fares of Southern Pacific between San 

Francisco ~nd points in the East B~ area are considerably lower 

than the fares of Key System. The proposal to increase the one-way 

fares to ::;.50 and the round-trip fares 'co ')1.00 between these 

points will equalize Southern Pacific's fares with those of Key 

System bet"leen San Francisco, on the one hand, and Oakland 16th 

Street, Oakl.::.nd 1st 3treet, Fruitvale, and BerkeleY, on the other 

hand. The pro,osed one-way fares of Southern Pacific between San 

Francisco, on the one hand, and Stege, Richmond, Elmhurst, San 

Leandro, and Lorenzo, on the other hand, are [;:1.10 to $.20 less 

than those of !Cey System and the proposed round-trip fares between 

those points are (>.20 to ::~ .40 le:3s than those ot Key System. A 

witness for .Southern Pacific estul~ted that the proposed fares 

would result in additiollal revenue of ::151,566 annually with the 

same volurJe of ticket sales. The Commission st.::.f£ witness estiulated 

that the additional revenue would amount to :h;2$,SOO after lilaking 

en allowance for diminution. 

Differences bet'oteen tho Commission St.:lff 
Study and the Southern P~cific 3tucly 

For the reasons st~ted above in our review or the diffor-

ences bet"feen the estimc.tes of Sant: Fe and those of the Comnlission 

staff, in our opinion the Commi~sion staft estiwates should be 

adjusted to include the revenues and expenses attributable to the 

operation of the dining cars and lounge cars of Southern Pacific. 

The Commission staff app~opriately submitted estimates 

of the operation expenses that might be expected upon complete 

dieselization o£ Southern Pacific r s passenger trains. The Southern 

Pacific Company is continuously further dieselizin$ its operations 
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to '~a.ke advant.:lge of the econot1i~s which result therefrom. The 

Commizsion ~~ll take these further oavinzs in operating expenses 

into consideration. 

In order to Zi ve the Commission a more conlplete picture 

of Southern Pacific's passenger operations in California the 

Commission staff included cstirllates roopoeting the operations of 

the Coast trains as \','ell as the SD.n Joaquin tr~ins) even though 

no chanzes in fares on tho COD.st trains D.re requested in this 

applicat.ion. The present is.res on the CO&st trains betwoen points 

intermediate to San Francisco end Los Anzeles and between inter

mediate ,oints, on the one hand, and San Francisco and Los Angeles, 

on the other bend, ~re based on 2.75 cents per mile. 

Comparison of Rail Coach Rates 

Both the Santa Fe and Southern Pacific rely heavily on 

cOlllparisons or their Co.11:f'ornia intrastate basic one-w&y coach 

rates ~dth their interstate and other intrastate basic one-way 

coach rates, and with the basic one'·,way coach rt.tes of other rail 

carriers, as justification for the proposed increase .• in basic 

rates herein. The following tabu1~tion sets forth such comparisons. 

Santa Fe . 
C~lifornia Intrastate 
Intrastate Excluding California 
Interstate 

Southern Pacific 

California Intrastate 
Interstate 

Trunk Line Territory 

New England Territory 

Southern Territory 

-11-

Basic One-~,:ay Coach Fare 
in Cents per Mile 

1.876 
2.5 
2.5 

2.75 
2.75 

3.375 

3.375 

2.75 
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The follo\.,ring comparison of rate:s is taken from Exhibits 

Nos. 7, $, 27 and 2$ ~nd the Santa Fe application. tl'here more 
than one fare is shown between two po1nt~, only the lowest £are is 

listed below. 

Present proEsed 
Rate per te per 

Between Railroad Mileage ~ Mile ~ I'ale 

San Francisco - AT & SF 432 "6 l .. ,O¢ OS .. so 1.96¢ ~) .50 
I.o$ Angeles S P ... .-- 4$2 S.So ~.76¢ No CMn~e ~. San Francisco - AT & SF 209.5 3.93 l.$$¢ 4.$7 .32¢ Fresno SP 206 .3.84- 1 .. $6¢ 4.87 2 .. 40¢. San Francisco ... AT & SF 319.9 ;.65 1.77¢ 7.50 2.34.¢ Bakers£ie 1d SF 313 ;.65 l.$l¢ 7.50 2.40¢ Fresno - AT &. SF 110.4 2 .. 07 1.S7¢ 2.72 2.46¢ Bakersfield 'sp 107 2.10 1.96¢ 2.72 2.50¢ Fresno ... AT & SF 224.4- .3 .. 91 1.74¢ 5.57 2.4S¢ tos Angeles SP 278 4.66 1.6S¢ 5.57, 2.00¢ Stockton ... AT &: SF 233.5 4.3$ 1.S7¢ 5.$0 2.4S¢ Balcersf'ield SF 230 4-.43 1.9.3¢ ;.$0 2.50¢ Stockton - AT & SF 347.5 5.$1 1.67¢ $.50 2.45¢ los Angeles SP 399 7.2$ 1.$2¢ $.50 2.13¢ Sacramento -
los Angeles 

Sacramento -
SP 477 $.50 1.90¢ No Change 

Fresno SF 170 3.$4- 2.26¢ 4.30 2.50¢ r·lerced - AT &. SF 16$.3 .3.16 1.SS¢ 4.12 2.45¢ Bakersfield SP l63 3.06 1.SS¢ 4-.09 2.50¢ Los An~eles .. AT &. SF l26.3 2 .. 37 1.S7¢ 3.16 2.;O¢ San iego 
Los Angeles .. AT &. SF $4.9 1.59 1.59¢ 2.12 2.49¢ Oceanside 
Chicago .. 

Louisville Penn RR 313 10.3$ 3.32¢ New York .. 
~lashington Penn R..1 225 7.5$ .3.37¢ Chicago .. 

NYC .34-0 Cleveland 11.57 3.40¢ New York ... 
Boston lrlNH&H 229 7.75 3.3S¢ Cincinnati .. 
NashVille L&.N 301 $.56 2.$4¢ 

Atlanta -
Birmingham Sou Ry 161 4.59 2.$5¢ 

Motions to Dismiss 

Upon completion of the direct presentation by Santa Fe 

but prior to cross-examination l the attorney for the City of San 

Dieso moved that the application of Santa Fe be dismissed. The 

basis for the tlotion was that the applicant had failed to make a 
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sufficient showing that the proposed r~te increases were ju~tified. 

In his op1nion an over-all rate of return of 5.;4 per cent on 

I.C.C. valuation and an operatin~ ratio of 75.0; are not such as 

will justify the proposed increases in fares. He pointed out that 

historically the passen~er revenues standing alone have not been 

sufficient to produce a reasoncble rate of return. He further 

stated that no attel..1pt has been ~de to submit separation studies 

and that the present proceedin~ is not one for the adjustment of 

rates between the freight departmont ~nd the passenger department. 

He claimed that the evidence showinz the comparison of rates 

bet''''een California and other '·,ortions of the United States has no .. 
probative value in this proceedin$_ 

An interested party from Stockton joined in the ~bove 

motion to cl.ismiss. He stated that in the ptlst freisht rates hcve 

been est~blished at a level to cover the deficiency in ~assenger 

rates~ and that S~nta Fe in this proceeding hus offered no proof 

that its present over-all rate of return is insufficient. 

In the oral argunlent before the Commission en ba.ne the 

.lttorney for the City of Sa.n Diego renewed his motion to dismiss .. 

He also urged that authorization of Sant~ Fetc proposed increased 

fares ~lou1d result in .:l preferential r.:.te 3.S to the Los Angeles

San Francisco passeneers and a discriminatory rate as to the San 

Diego-Los Angeles passengers. He pointed out that SantA Fe 

proposes to raise the one-vlay fares on the Los An:;eles-San Francisco 

portion of its sy,stem from 1.5 cents per mile to only 1.96 cents 

per r.l:i.le I "",hereas it proposes to rc.ise the one-way fares on the 

Los Angeles-San Diego port1on of the system from 1.$7 cents per 

mile to 2.5 cents per 111ile. He then referred to Exhibit 33 

submitted 'by the Commission st~f.f \lhich shows that under present 

f~res the annual out-or-pocket loss on the San Diegans, exeluding 
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Train No. 75, and the San Diego Budd Cars \dll amount to (?52,$75 

and that on the Goldan Gate trains operating between San Fr~ncisco 

and LO$ Angeles such s.nnu~l out-oi-pocket loss "till amount to 

/' 6 ·",5 2) 953. 

Upc'n COml:lletion of the direct ~resentation both by 

Santa Fe and Southern Pacific but prior to cross-examination of 

the '~tnesses, the attorney for the Commizsion staff moved that 

both applications be c:.ismissed. The basis for this ruotion \lIas that 

~lthoU(;h applicants have offered eVidence as to the rate of return . 
on their system-wide interotate business and that they arc suffering 

out-of-pocket losses on certain service Within California. they 

have offered no evidence as to revenue, expenses, or rate of return 

as to their respective total California intrastate operations. 

No rulings i"ere made on the motions to dismiss at the 

hearing_ They were taken under submission and \dll be disposed of 

herein. 

Following the submission of' the motions at the hearinz 

both applicants introduced evidence respecting the feasibility of 

sep&rating revenues, expenses and property investment applicable to 

intrastate service from system figures. 

The Ass1s~ant General Auditor of Santa Fe testified that 

he had Given a great deal of study to this problem for several 

years and ~d reached the conclusion that sufficient essential 

information is not availe.ble to the railroads c.nd cannot be· 

developed with sufficient accuracy to produce a representative 

separation for intrastate traffic in any state. He stated that the 

intrastate freight and passenger revenues, for the most ,art, are 

located direct, but that opera~ing expenses and investment present 

a difficult problem. He further pointed out that e~penses are not 

kept in such detail as to provide a reliable basis for processing 
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them. He concluded that ruaking such a separation of expenses 

would be a meaningless statistical exercise and that the separation 

itself would be unreliable as ~ basis for judgment. In his opinion 

the separation would either seriously overstate or understate 

expenses attributable to intrastate traffic in each state and i'lould 

inversely distort expenses attributable .to interstate traffic. He 

stated that the problem of assi~ning the investment in fixed 

property und equipment to intrastate service on a formula basis 

has much the same characteristics as the problem of separating 

operating eXpenses, except that it is more aggravated by the fact 

that all property and equipment are used il"l. comrllon by interstate 

and intrastate traffic and the units of use are not as well· defined. 

The witnes~ for Southern Pacific testified that the 

opinions and conclusions of the Santa Fe witness respecting the 

feasibility of making separations are equally applicable to 

Southern Pacific. 

In reply to the argument that governmental authorities 

in authorizing freight rate increases had taken into consideration 

passenger deficits , counsel for Southern Pacific in his oral 

argument pointed out that the record in Ex Parte 175 involving 

freight rates was made in 1951. As shown in Exhibit No. 35 the 

passenger deficit of the Southern Pacific System in 1951 w~s 

::~3 7 1 987> 618 and in 19541 $51)40 1 679, an increase of over ~~13, 000,000. _" -
Similarly Exhibit No. 20 shows that the passenger deficit of the 

Santa Fe System in 1951 was :)36,472 ,000 and in 1954,::;46,326,000, 

which represents an increase of approximately (~lO,OOO,OOO.l 

1 The passenger deficits indicated in EXhibit:3 Nos. 20 and 35 are 
based on allocations of full cost. 
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In justification for the continued fare differential in 

cents per mile for travel "bet\leen Loo An:..;ele" and San Francisco 

and between Los Angeles ~nd San Diego a "fitness for' Santa Fe 

pointed out that the proposed percentage fare increase betHEten 

Los Angeles ~nd San Francisco amounts ~o 31 per cent which is 

approximately the srune as the pro~osed percentage fare increase 

bet"leen Los Aneeles and San Diego , namely 33-1/3 per cent. He also 

stated that the competitive situation is different in these two 

services. A Santa Fe fz.re in excess of :)$.50 between Los An;eles 

and. San Francisco would exceed the ~$. 50 fare of its cOl:ilpetitor 

Southern Pacific, and the fares both of Santa Fe and Southern 

Pacific are held do\m in turn by airline comp~tition. 

Conclusions 

Upon careful consideration of all the facts and circum

stances of the record, we find that a separation of operatin~ 

results and properties of applicants is, unnecesarry in these 

particular proceedings and that the ruotions to dismiss should be 

denied. \!e hereby further find that the increases in applicants' 

intrastate fares proposed in these proceedings are justified. 

The applications \'fill be granted. 

Based upon the evidence of record and upon the conclusions 

and findings set forth in the preceding opinion, 

IT IS HEnEBY CUDERED that The Atchison, Topeka and Santa 

Fe Railway Comp~ny and Santa Fe Transportation Company be and they 

are hereby authorized to establish, on not less than five days' 

notice to the Commission and to the public, the increased passenger 

fares as proposed in Application No. 36$02 tiled in this proceeding~ 

and that Southern Pacific Company be and it is hereby authorized 
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to est~bli5h) on not leos than five daysf notico to the COQmi~~ion 

and to the public, the increased p~ssenger fares as proposed in 

Application r~o. )6900 filed in -:;his proceeding. 

IT IS HEREBY FURTHEU O~DERED that the authority herein granted 
I 

shall expire unless exercised ,'Ii thin sixty days after the 

effective date of this order. 

This order shall become effective twenty days after the 

do.te hereof. 

/'~ C~~d at ______ San ___ IDmn ___ d_~_O ____ , California, this - day of 

____ 1 ......... 1 J,~"""'""'"{/~. _, 1956. 
I 

Commissioners 

Com:n10 S 1 oner ...•.••••• ~.~! .. ~~x. __ • being 
nGee$s~ri1y ~bsont. did UQt partiCipate 
in tbe dis~oslt1on of this proeoGd1ng. 
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