secision o 50001 ORIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )

THE PULLMAN COMPANY )
For authority, under Sections 454 )
and 491 of the Public Utilities Code,g
To increase rates. |

Application No. 37848

Herbert S. Anderson, Clair W. Macleod and
Marcin J. Rock, for applicant.
Jehn L. Pearson, for the Commission's staff.

QPINION

The Pullman Company is a common carrier engaged in the
operation of slecping cars over various railroad lines in California.
By this application it seeks authority to increase by 7% por cent all
of its California intrastate rates, fares and charges.l

A public hearing of the application was held at San
Francisco on May 14, 1956, before Commissioner Ray E. Untereiner
ancd Examiner Carter R. Bishop. ©Notices of the hearing were sent out
in advance to over 100 organizations and indivi@uals throughout the
State, including public officilals, the military, chambers of commerce
and others. Evidence was introduced by applicant's vice president
of traffic, its general counsel and its assistant auditor of dis-
bursements. A supervising engineer of the Commission's staff

assisted in the development of the record through examination of

the witnesses.

The proposed upward adjustment is ldentical with that established
by applicant on interstate traffic, effective May 1, 1956. Author-
ity to make Jike adjustments is being sought from, or has been
granted by, other Stave regulatory bodies throughout the nation.
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The last extensive adjustment of applicant’s California
intrastate fares was made pursuant to Decision No. 45956 of July 17,
1951, in Application No. 32410 (unreported); when a 15 per cent
increase was authorized. By Decision No. 48044 of December 16, 1952,
in Application No. 32954 (52 C.P.U.C., 311) applicant was permitted
to establish mirimum fares for all classes of sleeping acgommodations.
narly in 1956 applicant established, on a temporary basis, reduced
fares for certain types of accommodations between sslected points in
various parts of the nation. California intrastate movements were
involved in that adjustment only to a minor degree. According to
applicanp's vice president, the results of the experimental reduced
fares were not scatisfactory and the fares were allowed to expire
with Ap:il 36, 1956. The increases involvgd herein are intended to
apply to the reguiar, not the experiméntal, fares.

Decision No. 4804LL4, supra, showed that even with the 15
per cent increase authorized in 1951 the carrier's intrastate oper-
ations continued to be conducted at a_substantial loss, reflecting
for the 1l2-month period ending May 31, 1952, an operating ratio of
113.0 per éent, and that under the increased minimum fares invelved
in'the aforesald decision the operating ratio in connection with
California intrastate trains would be 115.8 per cent.

At the hearing in the instant proceeding an exhibit intro-
duced by the assistant auditor showed that applicant’s nationwide

operaticns were conducted in the l2-month period ending December 31,

1955, at a loss of $17,334,066, with a corresponding operating ratio
2

of 119.0. Since August 1, 1952, the witness testified, applicant's
<

In arriving at the deficit figure the witness had excluded yard
electrical maintenance expense amounting to $13,282,824. In a
recent rate case the Interstate Commerce Commission, he said, had
ocbjected to the inclusion of that expense item in determining an
operating ratio.
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System-wide labor costs have steadily increased until they now amount
to $12,440,000 per year more than they did on that date.

The results of operations conducted with California intra-
state trains; for the same 12-month period ending December 31, 1955,
were set forth in another exhibit. It reflected the situation under
present fares and, addizionally, showed what the operating results
would have been had the proposed fares, and a wage increase which was
granted applicant's cmplovees in 1956, been in effect during the
period in QuestionoB The exhibit may be summarized as follows:

Present Tares Proposed Fares

Operating Revenue $1,1.86,385 pL.275,901

Operating Expenscs ] 27,%&? 1,616,769
Net Operating Revenue (3 gu : 7l) (mr‘cao.u¢g)
<% I

Operating Raftio

(C___) - Indicates Loss

The above operating results do net include revenue amount-
ing to $15,082 received from intrastate pasgengers travelling on
interstate trains, nor revemue of $115,816 derived from intrastate
special movements. No accurate apportionment of expenses assignable
to the former was available; expense incurred in connection with the
special movements, the assistont auditon stated, amounted approxvi-
mately to $136,0000h |

Applicant's vice president stated that it has been the
company's policy to maintain a parity of fares as betwsen interstate

and intrastate movemeats of zomperable distances. He asserted that

3 .
According %o the record the wage insresse, which amounts to $88,610
on an annval basic, became cffective March 1, 1856,

The record discleses that the revenues and expenses shown in the
foregoing table also include those relating to the transportation
of interstatd passengers on intrastate trains.
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the accommodations available and the services performeq by: applicant -
with respect to intrastate traffic are'éubstantially the same as -
those for interstate traffic. It was his obinion that the inéreases
sought herein, if granted, would not result in any appreciable
diminution of traffic. o

No one appeared in opposition te the granting of thg
application. |

The record discloses that the revenue obtained from
applicant's presént California intrastate fares is insufficient to
cover the costs of operation by $h29,484.per year.5 The sought
increases in fares would be of some assistance, but would merely
reduce the annual operating deficit under present conditions to
$340,468. Applicant presented no evidence relative to the estab-
lishment of a rate base.6 Since it is clear that applicant's
California intrastate operations will continue to réflect sﬁb-
stantial losses, the failure to produce such evidence will not bar
the granting of the sought relief. -

Upon consideration of all the facts and circumstances
of record, the Commission is of the opinion and hereby finds that
the fare increases sought by applicant in this proceeding are

Justified. The application will be granted. Applicant requested

thacvit be permitted to establish the prOposed fares on less than

The above deficit flgure reflects the operating loss of $340,87L
1ncurred in 1955, 8lus an amount equal to the annual labor expense
igggease of $€8,610 resulting from the wage adjustment of March 1,

6

In the proceedings invelving Applications Nos. 32410 and 32954,
supra, applicant attempted to develop intrastate rate bases on
various theories. However, analysis disclesed a number of defi-
¢iencies in their calculation and the Commission found that the

records in those applications did not contain information suffi-
cient to determine a proper rate base,
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statutory notice and to depart from the terms of the Commission's

Tariff Circular No. 2 to the extent necessary to publish the fares
in master-téble supplements to its tariffs. These requests appear
To be reasonable and will be grantad. Also, in view of applicant's
urgent need for additional revenues, the order which follows will

be mede effective five days after the date hereof. Applicant will
be required vo make specific publication of “he authorized increased
fares in its tariffs not later than 180 days after the effectiye

date or dates of the fares under the master-tabdble supplements.

Based upon the evidence of record and upon the conclusions
and findings set forth in the preceding opinion,

IT IS HEREBY CROERED that The Pullman Company be and it is
hereby authorized to establish, on not less than five days' notice
to the Commission and to the public, the increased fares for sleep-
ing car accommodations as proposed in the application filed in-this
proceeding.

T IS HERERY FURTHER OFDERED that The Pullman Company be
and 1% is hereby authovized to putlish the increased fares authorized
herein in master-table supplements to its tariffs. To the extent
that departure from the terms and rules of Tariff Cireular No. 2 of
tails Commission is roquired to accemplish such publication, authority
for such departure is hereby granted. Applicant thereafter shall
publish in its tarifis the specific increased fares authorized herein
not, later than one hundred and eighty days after %the effective‘date

or dates of the fares.
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IT IS HEREBY FURTHEIR ORDERED that the authority herein
granted shall expire unless exercised within sixty days after the
effective date of this order.

This order shall bYecome effective five days after the date

hereof.

Dated at San Froancisco 'y __C.‘\ali:f.‘ornia,, this a?é %
day of /64L<wxgta// , 1956, -~

"& A AjE&?-

~

Commissioners

Commissionor Rex Hardy » being
nocessarily absent, did not participato
in the dispesition of this procoeding.




