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De cision No.. 54920 

." ,) . . . 
BEFORE THE PUBLIC UTILITI:8S COI-t.roUSSION OF TH:C STATE OF CALIFO~llill 

Xn the ~~tter of the Application 
of THE ?ULLZt.A.N COr·ZPANY for 
authority~ under Sections 454 
and 491 of the Public Utilities 
Code, to increase rates. 

Application No. 3S632 

Cla.ir ~·l. Y~cLeod and Martin j'" Rock~ 
. for applicant. 

Timothy J. Cantz. for the Cowml.ssion's 
stati:---- ~ 

The Pullman Com:,a.."lY is a common carrier engaged in the 

operation of sleeping cars over various railroad lines in California. 

By this application, ~s amended, it seeks authority ~o increase by 

seven per cent all its California intrastate rates, tares and 
1 charges. 

Public hearing of the application was held before Examiner 

Carter R. Bishop on Januc.ry 30, 1957, at San Fro.ncisco~ ~Xotices of 

the hearing were sent out in advance to' :nore tban 100 organizations 

and individuals throughout the state, including public officials, 

chambers of cO::l:nerce, the military, and others. Ev"J.dence "was intro

duced by a.pplicant T s vice 1,res1dent of trafi'ic and by its assistant 

auditor of disbursements. An engineer member of the Cocmission's 

staff assisted in the development of the record thro~ examination 

of the witnesses • 

.. 

.lThe proposed upward adjustment is the same as that established by 
applicant on interstate treffic, effective January 1, 1957. Author
ity to make like adjustments is being sought troQ, or has been . 
. granted. by, other state regulatory bodies througoout the nation. 
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Applicant's California intrastate fares were last adj'USted 

on July 11, 1956, when an increase of 7~ per cent went into effect, 

pursuant to authorization granted by Decision No. 53301 in 

Application No. 37$48.2 In that proceeding the record indic~ted 

that even with the 7~ per cent increase applicant would sustain an 

estimated loss in its C~li!ornia operations of ap?roy..imate1y' 

:~3/+0,000, reflecting an operating ratio of 126.7 per cent. 

An exhibit introduced by the accounting witness at the 

hearing in the instant !'roceeding shows the results of. applicant's 

nation-Wide operations for the ten-conth ~~riod ending October 31, 

1956. The net result for the period in Cluestion was a deficit of 

:314,690,102, with a corresponding operating ratio of ll8.8 per cent. 

Aecording'to another exhibit, operating expenses for the system 

have increased by more than .~6,ooo,000 since j:,by 1, 1956, .. the 

interstate effective date of the 7~ per cent fare increase. 

ResuJts of operations of applicantfs services in con.~cction 

with California intrastate trains, for the same ten-month period 

ending October 31, 1956, Were also included in the record. Actual 

operating results were compared with those ~1hich, according to the 

carrier T s estimate, would have 'been experienced, under present and 

proposed fares, respectively, .rAd the above-mentioned increase in 

operating expenses been il'l effect durirg the entire period in 

qUestion. 3 These results are s'I.ml!lUl.rized in the i'ollowing table: 

2 The increase in question was identical with that au~horized on 
interstate traffic, effective ¥~y 11 1956. 

3 Aceording to the recorcl, increases in wagez were effective 
November 1, 1956, unemployment tax rates on January 1, 1957, and 
materials and ::::upp1ies at various tiI:les since lv1ay 1, 1956. 
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Operating Revenue 
Oper~tins Expenses 

Net Operating Revenue 

Operating Ratio 

Actual 

~~ 926,367 
1,130,250 

.. 

Estimated 
~resent Proposed 
Fares Fares 

~ 969,142 
1,19S,065 

$1,0)6,9$2 
'1,19S,065 

:) (~03,g83) ~ (~2$JlG3)",( $ .(161,082) 

122.0% 123 .. 610* 115.5~ 

__ ) Indicates red figure. 
y,<Calcula ted by the staff. 

The operating results set forth above do not include 

revenue of approximately ::?lO,OOO received from intrastate ?ullman 

passengers traveling on interstate trains 1 nor revenue of ~7·2.,;'50 

obtained from. intrastate special movements. According to the 

record, an accurate apportionment of expenses aSSignable to the 

former is not .?vailable; expenses for the special movero,ents., the 

c.uditor testified, amounted to approximately $S6,OOO~ 

The foregoing evidence was adduced to show applicant's 

need for increased revenues in order to offset operating deficits. 

The fare increases sought herein, the vice president stated, are 

also requested in order to keep intrastato and interstate fares 

for cocparable distances on a parity. This, he said, has been the 

company's policy for many years. According to this witness, 

Pullman services performed and Pullman aceommodations available 

for intrastate traffic parallel the servieez performed and accommo

dations available for interstate trips. 

It was the o~inion of the vice president that the sought 

increases, if authorized, would not result in any appreciable 

diversion of traffic.4 

4 According to both of applicant's ~~tnesSCs7' however, the system
wide trend 0 f "traffi c is generally dO\\nward 1 a.."ld the vice presi
dent belie ved that this ~'las also true of CaJ.i£orni a. 
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No one opposed the granting of the ap~lication. 

It is apparent from the record that the revenue reasonably 

to be expected from applicantTs California intrastate operations 

under its present fare structure will fail to cov~ the cost.s of' 

operation by at least ~:;22S, 923 per year.. The effect of the sought 

fare increases, if granted, 'tIlould be to reduce the annual operating 

deficit, under conditions reflected by the record, to approximately 

»161,000, with an operating ratio of 115.5 per cent. 

No evidence \,las offered by a.pplic~t relative to the 

establishment of a rate base_5 However, since it is cleer that the 

carrier's California intrastate operations ~dll continue to'result 

in substantial losses, the failure to produce such evidence will 

not prevent the granting of the relief herein so~ht. 

Upon consideration of all the facts and circumstances of 

record, the Commission is of the opinion ar4 hereby, finds that the 

fare increases sought by a.pplicant in this px:oceeding are justified .. 

The application, as amended" will be granted. Applicant has reque~ 

that it be permitted to establish the proposed fares on less than 

statutory notice and to depart from the terms of theC~mmissionts 

Tariff Circular No.2 to the extent necessary to p~lish the fares 

i~ master-table supplements to its tariffs. These ~~quests appeor 

5 In two prior f~e increase proceeding~ Applications Nos~ 32410 
and -32594, a'!;lplicant att.empted to develop· intrastate rate bases 
on various theorie s. However, analysiS d,isclosed a n1,.unbe:- of 
dei'iciences in their calculation and the Commis sion found that the 
records in those a.pplicatio~s did not contain information sufti
ci~nt to determine a proper rate base~ 
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to be reasonable ~d will be granted. Also, in view of applican~ts 

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 publication of the au~horized increased 

fares in its tariffs not later than lSO days after the effective 

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

o R D E R -- - ~ ....... 

Based upon the evidence of record and upon the conclusions 

and find:!n;;s set forth in the' preceding opinion, 

IT IS HEREBY O:mERED that The Pullman Company be and it is 

hereby authorized to est~blish, on not less than five days T notice 

to the Commission and to the public, the incr~ased fares for sleeping 

car accommodations as proposed in the application, ,as amended, 

filed in this proceeding .,' 

IT IS HEREBY FURTHER OfillEliED that The Pull:an Company be 

and it is hereby authorized to publish the increased fares authorized 

herein in~ster~table supplements to its tariffs. To the extent 

that departure from the terms and rules of Tariff.' Circular No. 2 

of this Commission is required to aecom,lish such publication, 

authority for such depar~ure is hereby granted.. Applicant there

after shall publish, in its tariffs the specific increased fares 

~uthorized herein not later t1¥ln one hundred and eighty days after 

the ef£ecti ve date or -dates of the fares. 
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IT IS HE.I\EBY FURTHER ORDERED thc.t the authority herein 

granted shall expire un1~ss exercised within sixty days after the 

effective date of this order. 

This order shall become effective five days af-eer the 

date hereof. 

Da ted a t __ ..;;;;Los...-...;..;A ... !'l"" ___ ~;;;.IAIIC~ __ ) California, this 

o.±:. __ .....;..;.;A?~R~I.:.L __ , 1957. 


