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Dec ision No • _____ 5 .... 3.;;.,.3.;;;.....0..;,.1_ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
THE PULLMAN COMPANY ) 

For authority, ur.der Sections 454 ) 
and 491 of the Public Utilities Code,) 
to increase rates. ) 

Application No. 37$4$ 

----------------------------) 
H9r.bert S. Anderson, Clair W. MacLeod and 

MarciI'! ,J. Rock, for applicant. 
John L. Pearson, for the Commission's staff. 

The Pullman Company is a common carrier engaged in the 

operation of sleeping cars over vario'.ls railroad lines in California. 

By ~hi5 applica~ion 1~ seeks au~hor1ty to increase by 7~ per cent all 
1 

of its California intrastate rates, fares and charges. 

A public hearing of the application was held at San 

Fr~~cisco on May 14, 1956, before COmmissioner Ray E. Untere~ner 

and Examiner Carter R. Bishop. Noticos of the hearing were sent out 

in advance to over 100 organizations ~~d individuals throughout the 
, . 

State, including public officials, the military, chambers of' commerce 

and others. Evid~nce was introduced by applic~~t'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. 

1 
The proposed upward adjustment is ~dentical with that established , 
by applicant on intG::"state traffic, effective May 1, 1956. Author
ity to make like adjustments is being sought from, or has been 
granted by, other Sta~e regulatory bodies throughout the nation. 
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A. 37$4$ AH 

The l~.st extensivo adjustment of applicant ~ s California 

intrastate fares w~s mado 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. 4$044 of December 16, 1952, 

in Application No. 32954 (52 C.P.U.C. 311) applicant was permitted 

to establish minimum fares for all classes of sleeping accommodations. 

Early in 1956 applicant esta.blished, on a temporary basis, reduced 

fareo for cert~.in types of accommodations between s0lected points in 

v~rious parts of the nntion. California intrastate movements were 

involved in that adjustment only to a minor degree. According to 

applicantts vice president, the results of the experimental reduced. 

fares were not satisfactory and the fares were allowed to expire 

",'ith April 30, 1956. The increases involved here:Ln are intended to 

apply to the regular, not the eA~erimenta1, fares. 

Decision No. 4.$044, 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, reflec~ing 

for the l2-month period endine May 31, 1952, an operating ratio of 

113.0 per c~nt, and 'chat under the increas~d minimum fares involved 

j.n the aforesaid decision the operating ratio in connection with 

California intr~state trains would be 115.6 per cent. 

At the hearing in the instant proc~eding an exhibit intro

duced by the assist~t auditor showed that applicant's nationwide 

operations were conducted in the 12~month period ending December 31, 

J.955~ at a loss of $17,334,066, with a corresponding operating ratio 
2 

of 119.0. Since August 1, 1952, the witness testified, apl?lican:tts 

z 
In arrivine at the deficit figure the witness had excluded yard 
electrical maintenance expense amou-"l'Cing to $13,2$2,$24.. In a 
recent rate case the Interstate Commerce Commi,ssion t he said, had 
objected to the inclusion of that expense item in deter.mining an 
operating ratio. 
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A .. 37$4$ AH 

system-wide labor coets have steadily increased until they now amount 

to $12,440~OOO per year more than they did on that date~ 

The results of operations conducted with California intra

state trains, for the same l2-month perioCi ending Decem'ber 31, 195;, 

were set forth in another exhibit. It reflected the ~ituation under 

present fe-res and, additionally., showed what the operating results 

would have 'bl!!tzm had the proposed fares, Q.nd a wage increase which wns 

granted applicant's employees in 1956, been in effect during the 

pe:-iod in questiono 
3 

The oxhibit may be sumrno.rized a,s follows: 

Operati~g Revenue 
Ope:':"s:tin,g E>""P~n$cs 
Net Opcrat:!.,ng Roven'lo 
Operating Ratio 

Pr<:lsent ~ar~§. 

-- ) - Indicates Loss 

R!~o~ed Fares 

$1:275,901 
...b...6.!.6.3~ 

(;~ . 3L~~~:~~ 

The above op~!'ating results do nc,t include revenue amount

ing to ~15,082 received from intrastate paso~ng~rc t%'avelling on 

interstate trrdns, nor reven'.le of $115, $16 derived from in1',;::-astata 

special movements. No accurate apportionment of expenses ass~.gna.blc 

to the £ormp.r was avail~ole; cxp~ns~ incurred in connection with the 

special moverner.ts) the :lssist~nt audit/or st,sted, eI\~ou,:l,tcd approy.i

~ate1y to $136,00004 

Applicant 7 s v:~ce pl'l-)sident stp.tad that it has been the 

T " .... ~' ' .. ,t:..,t:.. bt 't tt company s pO.1CY vO ~a~nJaln a p:lrl~y o~ ~ar0S a~ e ween In ers a e 

a.."lc. intrastate !l!oV'€':lent s of C ompe.rab10 dis'i;a."'lces. He asserted 'that 

4 

Acco~ding to the record the waS0 1ncrease~ which amounts to $$$~610 
on an anm.l,al baois J :?ecamc ci'fect,ive ~i."lrch 1, 19560 

The record discloses t~at the revenues and expenses shown in the 
foregoing table also include those relating to the transportation 
of' :t::.terstat.u passengers on intrastate trains .. 
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the accommodations available and the services performed by: applicant 

with respect to intrastate trlaffic are· suostantially the same ,as 

those for interstate traffic. It was his opinion that the in~reases 

sought herein, if granted, would not result in any appreciable 

diminution of traffic. 

No one appeared in opposition to the granting of the 

application. 

The record discloses tha.'c the revenue obtained from 

applicant's present California intrastate fares is insufficient to 

cover the costs of operation by $429,484 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 1 468. 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 reflect sub

stantial losses, the 'failure to produce such evidence will not bar 

~he 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 

jastified. The application will be granted. Applicant requested 
• 

that<.,it be permitted to establish the proposed fares on less than ... 
5 ... ,.,. 
The,ibove deficit figure 'reflects the operating loss of $340.,874 
inc~ed in 1955, plus an amount equal to the annual labor expense 
inc.rease of $e8,610 resulting from the wage adjustment of March 1, 
1956.. ' 

6. c' 

I:'l. t'~e proceedings involving Applications Nos. :32410 and 32954, 
sup:r-a 1 ,· applicant attempted to develop intrastate rate bases on 
various theories. HowQver, analysis disclosed a number of defi
ciencies 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 o 
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statutory notice and to depart from the terms of the Commission's 

Tariff Circula.r No. 2 to the extent neces~ary to publish the fares 

in master-table supplements to its tariffs. These requests appear 

to be reasonable a.."ld will be grant~d. Alscl) in view of applicant's 

urgent need for additional revenues, the order which follows will 

be made effective five days after the date hereof. Applicant will 

be required to make specific publica.tion of ';he authorized increased 

tares in its tariffs not later than 1$0 days after the effective 

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

Based upon the evidence of record ~~~ upon the conclusions 

and findings set forth in the pre~eding opinion) 

IT IS HEREBY OR:)ERED tl" .. at 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 .. 

IT IS HEREBY FURTH8R Oli.DERED that The Pullman Company be 

and it is he~eby authorized to puclish the increased' fares authorized 

herein in master-tabl~ supplements to its tariffs. To the extent 

that dep&rturc £rom t~e terms and rules of Ta~i££ Cireular No. 2 of 

this Commission is required to accc,mplish such publication, authority 

for such departure is hereby grant~d. Applicant thereafter shall 

publish in its tariffs the specific increas~d fares authorized herein 

n;)t, later than one ,hu."ldred and eighty days after the effective date 

or dates of the fares. 
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IT IS HEREBY FURTHER ORDERED that the authority herein 

gr.anted shall expire unless exerei'sed ... dthln 'sixty days after the 

effective date ot this order. 

This order shall become e£'£'ectivefi·ve days~ter the date 

hereof. 

day of __ D_~..,t~e"","d ........ at-.,.. ____ d~ _____ S:l._n ,:; 
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Commissioners 

~omm1:S10nor Rex Hardy • bOing 
nocessarily absont. ~ld not )~rt1c1pato 
in the ~i~po~it1on o~, this procoeding. 


