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OPINION

By Application No. 48219 Southern Pacific Company (SP)
requests authority to discontinue the "Lark" Trains NbS.-?S”éﬁd”?G
between San Francisco and Los Angeles. | ‘_ |

By Application No. 4822C SP'requests authority_toidiscon-
tinue the San Joaquin "Daylight' Trains Nos. 51 andeZ‘bétwéen
Bakersfield and Los Angeles. | - -

By Application No. 48356 Santa Fe Traﬁsportaﬁion Company
(Santz Fe) requests authority to discontinue an‘alﬁernace bus.Service
for the San Joaquin Daylight Trains Nos. 51 and 52'betWééﬁ Bakeréf;eld
and Los Angeles. .

On Maxch 22, 1966, the Commission instituted Case No. 8378,

which is a Commission investigation iato the‘operations'of Iraihs?'
Nos. 75 and 76 between San Francisco and Los Angelesfahd«rrains“Nbs.
51 2nd 52 between Bakersfield and Los Angeles to detefminérﬁﬁe |

reasonableness 0F adequacy thereof., .
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Public hearings were held before Commi;sioner Mitchell and
Examiner Daly at San Francisco, Santa Barbara, Los Angeles and
Bakersfield with the matters being submitted following oral argutnent
on May 11, 1966.

Notice of hearing was mailed to all interested parties,
including govermmental agemeies, and also was published in newspapérs
of general circulation throughout the areas covered by the aépl_:;ca-
tions and the Commission's investigation. |

APPLICLTION NO. 48219 AND CASE RO, 8378
LARK TRAINS ROS. 75 AND 76

SP Lark Trains Nos., 75 and 76 p:ovi‘de ‘overnight sexvice
between San Framcisco and Los .Ange‘.l.es and intermediate': points.
along the Coast Route. The trains have a 9 p.ini départuxé time and
an arrival time of 8:30 a.m. Train No. 75 has an on~time perfomancé
of 91 percent and ’rrai.n No. 76, which operates southbound,has an
on-time performance of 80 percent., Arrivals within 15 minutes of
scheduled arrival is comsidered on time, The Lark has been operating
since 1910. By 1949 it was considered one of the finest overnight

trains In the United States, Until 1956 its avérage consist was two

head-end cars, 13 to 15 sleepers and a triple unit dinei' lounge.
A separate section was operated between Oakland and San Jose. In

1949 a radio—telephone was installed for passenger use and rem.amed
until 1955.

By Decision No. 58111 in Application No. 38039, the Com-

mission authorized the discontinuance of Starlight overnight". cbach
Trains Nos. 94 and 95, which werxe consolid#ted with the Lark on

July 15, 1957. This increased the consist by one he‘ad-en_-d ‘car and
several coaches. By 1959 the average number of pullman cars was
reduced from 10 to 7. On May 2, 1960, pursuant to D'eciv_sion No. 59928
in Application No. 41544, The Oakiand-San Jose portion of the Lark
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was discontinued and a commecting bus service between San Francisco -
and Oakland was provided. At the present time the ‘consist of t);ie
Lark 1s two head-end cars, two coaches (one erticulated wnit),
three pullmen cars, one coffee-shop car and ome lomée car-_: The
averzge consist is nine cars except for 'Saturday when. éi‘ght are

used. During the summer months additional cars are used’ as mneeded.

SOUTHERN PACIFIC'S PRESENTATION A. 48219 ‘.

SP contends thet om a full cost basis it has lost
approximately $8-1/2 million on the Lark since 1953 and on an
out-of-pocket loss basis, spproximately $1.2 million for the
yém: 1965 (Exhibit No. 1). Accoxrding to SP these ,losées"'hai}e '
been experieﬁced despite a growing population and an éxtehsive ‘
advertising camvaign. The average daily count of re'_veg_te .
passengers has declined from 572 on Train No. 75 and 517 on
Train No. 76 in 1952 to 95 on Train No. 75, asd 92 on Traim
No. 76 in 1965 (Exhibit No. 2). This decrease has been’ f;xperé
fenced despite the £act that the populaticn of cities _a'lo'rig‘ the
route of the Lark, including San Francisco end. I.o'é, Aﬁg‘el".es‘,[ o
has increased by 23 percent (Exhibit No. 6). o
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The Lark schedule and service were primarily desi-gned to
attract the businessman. Although intermediate semce is provided
the traffic basically moves between San Framcisco and Los Angeles.
The daily average of revenue passengers on and off I‘rains Nos. 75
and 76 for the period Jume 1, 1965 to Febru.ary 28, 1966 :.nclusive,
is as follows. (Exh.:.‘b:.t 14):

Station Station_ R
Train No. 75 Train No. 76.. . .
(First Class) (First Class)” =

Los Angeles San Frauncisco
Glendale Burlingame"
Oxmard Redwood.. C:I.ty
Ventura Palo: Alto
Santa Barbara San Jose" :
Surf : Watsonville Jct.~ ‘
Guadalupe _ Castrov:’.lle
San:Luis Obn.spo ‘Salinas'.-
Paso Robles ‘Paso Roblcs VR
Salinas -San .Luis: Obxspo
Watsonville: Jct. Guadalupe L
San Jose Surf -
Palo Alto Santa. Barbara
Burlingame Ventura = . ..
San Francisco Oxaxrd.
© Total Glendale
‘ Los ‘Angeles-
tal

2
Hh

|*l||l#%l§~%#~§'§
%%%l%lllll
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Train No. 75 Irain‘No. 76
~ (Coach) (Coach)

Los Angeles

Glendale

Oxnard: |

Ventura

Santa Barbara

Surf

Guadalupe

San Luis Obispo

Paso Robles -

Salinas -

Watsonville Jct,

San Jose

Palo Alto

Redwood City

Burlingame

San Francisco
Total

~San- Franc:(sco R
Burlingame .-
San Carlos -
Redwood City
Palo Alto
Santa - Clara
San: Jose ° - o
Watsonville Jct.' o
Castroville
Salinas . _
- Paso Robles ..
San Luis. Obispo :
Guadalupe '
Surxf -
Santa- Ba.rbara
Ventura -
Oxmard
Glendale . |
Los Angeles
Total

N v R ssrsswrRLR
PESPEE LW P

N L T L

DY RS Y

1

# Less than 1 per day.
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At one time the Lark was used rather extensively fo:: .

military group movements but since 1954 the mil:'.tary has been us:'.ng
other means. | )

According to the Ass:f.stant Passenger Treffic‘-" Manager; .f_or ’
SP the Lark has been deserted in favor of the airplame. He testi-
fied that in addition to cheaper fares ($11..43‘ - _$13; 50 air coach;
Lark, firzst class, $33.31 one way) and numerous sch'edujtes; air.
travel permits many businessmen to complete their Business _'Ln. one
day and avoid the necessity of spending two nights away:'frctﬁ their
homes and families. w | |

In support of its contention that the travel:lv"._ng pubv'.’Lic-‘ has
been diverted from rail tramsportation between San Ftanciscc and
Los Angeles, SP introduced the testimony of Ely M.‘ 'Bran_des, Ph.D.,
a senior ecomnomist with the Stanford Resecarch Institute. Accoxding
to Dr., Brandes the fmpact of the family car has diverted mach of the
patronage from the Lark trains, the effect of bus end;feit- competition’
has been secondary, but all have worked heavily agai:nst the tra;:.ns.
He pointed out that the public which made approximately 95 percent
of intercity trips by train in the late 19th century now makes |
approximately 90 percent by automobile and barely: 2 percent by
railroad. He indicated that Greyhomd provides 42 rov.mc‘. trips daily
between Los Angeles and San Francisco or Oakland at a .one-w:ay faxe
of $9.65 in about nine hours and 45 minutes. An 'ai‘r travelet, he
stated, may choose between 95 flights at abont the ..ame fare as
coach on the Lark. .Ihe density of air traffic between Los Angeles
and the Bay Area is the heaviest in the world. Accord:’.ng toa
study prepared by Dr. Bramdes, the fol'.‘.ow*..ng is 2 s.nnma:cy of eost
of service comparisons for bus, air and hypothetical tra.:.n (Exb.ibit

35). Bus  $9.10 Rail-' Sleeper' - $25, 13
Air 9.89 ~ Coach - 19. 31

6=
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SP's COSTS OF OPERATING LARK TRAINS

Based on fully distributed costs SP claims toihave experi-
enced a systemwide loss of $16 070,777 from passenger 0perations
for the year 1965 (Exhibit 39). It c;aims 2 net operating loss of
$7,516,441 from passenger operations within the State oc-c.aufomiaj "
for the year 1964 (Exhibit 40). It alse claims a net loss of
$11,015,906 frow freight operatzons within the State of Californla
for the year 1964. o |
Based upon a systemwide unit’cost,method,-SP-subﬁittéd”‘
the revenues and expenses of the Lark trains for the yeaxr 1955 and
as estimated for the year 1966 (th.tbit 42). The study is primarily
predicated upon service units and related unit costs. Certatn
expenses, such as wages and fuel, can be 1dentified directly‘with
particular trains. To these directly a¢sociated itens of expen.
2re added costs conccrmning expenses wbich though they cannot be'
related to a particular train, are, according to SP 1egitimate
charges that must be apportioned thereto. The service units used
by SP are gross ton miles, locomotive unit miles, yard cngxne hours,
train miles, and car miles. In dnvelopxng unit costs, accounts
are separated into variable costs and fixed costs. iny the variable

costs are assigned to the service units..
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REVENUES AND EXPENSES
OF TRAINS :

Deserintion

Revenues

Passenger .
Mail*

Express

Other Transportation
Dining and Buffet
Total Revenues

Expenses

Wages-?l.‘rain & Enginemen

Servicing-Diesel Locomotives

Sexrvicing-Passenger Cars

Repair-Diesel Locomotives

Repair-:eassenger cars

Switching -

Cagualties

Maintenance of Way & St:ructures ‘

Dining & Buffet Service

Station Employees

Traffic Employees

Non=-operating Employees' Wage Increase
Lines 8~14

Health and Welfare for Lines 7~18

Payroll Taxes for Lines 7-18

Train Fuel

Depreciation-Diesel Locomotives

Depreclation Passenger Cars

Interest~Diesel Locomotives

Interest-Passenger Cars

Passenger Bus and Baggage Iruck Service
Pullman Company

Joint Facilities (LAUPT) .
Subtotal Expenses on Lines 7-28

Net Profit or (Loss) before

Expenses on Lines 31-38
Station Supplies & Expenses
All Othexr Transportation
All Othex Maintenance of Equipment
General '
;\i:aul of C%ny Mgter:’.al
Noa~operat ees’ Wage Increase
Health and W elfna:geoa‘tor Line% 31=-36
Payroll Taxes for Lines 31-36

Actual |
- fox. . -
Year 1965 Year 1966:‘- ‘

Estimated

for -

517,200

4,700
% 7900

$ 408,100
62,200
155,000 -
233,400
303,500
74,500
22,800 .
130,500
162,200
153,700
26,800

10, 600
45 000
104, »300
"og, »900 -
105 2000
53 800
12 5001 _
22,100
8 500
170, 7300
177,800

. 4 . ‘

13,300,

18 500
23 700
21, ,500

7900

2,100

4. 900

| $ 759 soo $ 675 ooo&, ~
| 517 ;600
4 400.{.'-(‘-i

$ 413,800

61, 2100
131, ~800

2297400
250,900
54,200

20 700-.‘
118 600
139, >200 -

| 159 100

27, 2300

20,400

' 44 400
109, 2200
89, 1900
103, >200
44, ;300
12 500

35000- ‘

7, ;600
159, 2900

155 000,

($1 169 zoo)<$1 110 500)
3,500 3,200

12 500
16,500
22 100
20 000
1 700
2, »100
5,100

Subtotal Expenses on Lines 31-38
Net Profit or (Loss)

(%1, 257 oOO) ($1,193 700)

* 1f Lark trains are discontinued the wmail w:’.ll be bandled by -
Pacific Motor Trucking Company, a subsidiary of SP.

-8~
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Advertising

SP contends that the decline of rafl péssénger:s cannot
be reversed through advertising. As stated by Pr. Braz.zdéa‘:,l "The |
traveling public is fully informed as to th'e mbdes. of travel
availsble to it and their cost. And I have further assumed that
travelers are making rational ecomomic choices in this market‘
sector; that they are seeking, in fact, the most value for their
dollar. The evidence presented clearly shows that this assmption
appears to be correct--that travelers are choosing travel means '
which either are lower in cost than rail, or which giﬁre_ them 2
higher quality of service than railroads =xe capabie of 'ciglivering.,'
or both, So even if we grant, for the mowent, the argument that

. Southern Pacific and other reilroads do a0t spend suffiqient--.~fxmds
to promote -and advertise their rail passénger service, the "
following question can surely be raised: Precisely ‘what:effec_‘c
can one expéct from such Increased advertisemént? 'S'ané; the
values offered by the competing modes of travel zre well knmm |
to the.public, additional information and advertising about rail
travel would simply force. the craveling public ;d choose ra:ﬁ:on.g
these modes, on some rational bases. But that is exact1§ x&hat"‘-
they seem to be doing already. It is .mconcéivéble-'éthat"'any amount” "
of advertising or prowotion can eliminate“ the real- cbst\"a'nd' valué ’
advantage which automobile and air travel have in th:’.s con'i.dor
over rail transportation.' - ,

During the years 1959 through 1965 Southern Pacific
spent the following: amounts onm advertising, the Lark-
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Type of Advertising ' Cos.t:‘ ‘_ 1’1.‘05:&17"‘_‘:]'.

Newpaper
Magazine

Neﬁspaper
Magazine

Newspaper

| 518, 899.47

2, 243.07}15;; o
12,696231

17,505.41

3""',"9‘39‘;33‘ o

Magazine I 8639 43:;;;_ 26, 144 343;_?‘,«

Newspaper o 3,127, sz
Magazine B 3¢ 2T ¥ S 9, 354 oz.,»» :

Newspaper 35,990 L
Magazine 1,399, 02 j_ 1,4.3{5,\.'01;;:

Newspaper . ‘None B FI
Magazine - | ‘ ‘836“70;‘5 S 836,700

Newspaper - ' | Noge .
Magazine Nong

Seven Year Gramd Total B sm

Accord:.ng to- the advertising manager of SP the' company
spent $9,980,000 on advertising system-wide passenger service. during
the period 1949 to 1965. From 1940 to 1963, SP was awarded approm.- :
mately 30 advertising awards (Exhibit 81). BHe ‘admit:t‘ed;tllmtv in the
xecent past mothing has been spent on advertising vt:he Lark because';'
in his opinion, it is foolish to try to sell a product to thc publ:x.c
when the product either is not selling or cannot compete. -

According to the witmess, the Lark service is basically
designed for businessmen and with the decline of patronage hc con=
cluded that advertising was not attracting that type of ‘passeager.
He was of the opinion that no amount of advertising could fmake 'people
use a serxvice they do not wish to use or have no need fcr. SP there-‘-
fore takes the position that continued advertis:’.ng of the Lark would

be a2 semseless waste of company money.
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STAFF'S PRESENTATION A. 48219 and C. 8378

4 Commission engineer inspected the equipment used on the -
Lark on April 1, 1966 and found it to be in acceptable condition.
The age of the cars ranged from fifteen to menty-fi;\re years , but
they indicated recent shopping and gemeral refuxbishing.f‘ This is
consistent with the testimony of the Assistant Traffic Maﬁager for
Southern Pacific, who testified that the cars are reéond_:’.ciohed
every four years. According to the staff witness the c'leénli.‘néss‘
of the cars inspected, despite the fact that they had not been
cleaned since arrival from los Angeles was generally good Each
unit of the articulated chair car has fifcy seats with seat spaci‘.ng
of thirty-nine inches, which has been approved by this Cbmﬁaission.
In the opinion of the staff emgineer, however, the spacing is inade-
quate for comfort on overnight trips and leg rests should be provided.

A traffic check for the period Jume 1965 to Fébr:uary 1966,
inclusive, indicated the daily average number of passengers trans~
ported on Trains Nos. 75 and 76 (Exhibit 55).';‘

Pullman Chair Total
Month No. 75 No. 76 No. 75 No. 76 No. 75 No. 76

June 27 23 72 69 - 99 92

33 25 103 109 135 134

29 23 104 104 133 127

24 22 71 68 95 90"
October 22 20 47 49 69 69
Novembex 28 26 62 .62 90 R
December 26 33 8L .79 . 107 112
January 23 20 59 sS4 82 7%
February 19 23 53 45 72 68

Average (273 Days) 26 2% 72 71 - 98 95
The staff takes the position that SP has taken a number of

steps in recent years which have had the effect of. making rail travel

less cornvenient and attractive and which have d:’.‘scouraged‘

patronage. Specifically the staff lists the. following, some of which kR
affect all company passenger trains:
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1. Elimination of Oakland-San Jose sections' of the Laxk and
Coast Daylight trains.

2. Curtailment of Shasta Daylight Trains Nbs. 9 and 10 from
daily to tri-weekly service in the offkpeak season and finally the‘
curtailment to summer service only. Southern P8c1flc, in Finance
Docket No. 23756 before the Interstate Commerce" Commisszon, sought
to discontinue Trains Nos. 9 and 10 completely. |

3.. SP initiated a reductzonrof seat sPacxng in chair cars
from 42 to 35 inches. The Commission instituted an investigation,
Case No. 6855, and the staff recommended original seat spacing of
42 inches. Decision No. 65833 authorized SP‘tb“convert'to_ne less
than 39-inch spacing, The staff is of the“opinion that 39¥inch’
spacing for txips of 300 to 400'mi1es is uncomfbrtable and inadequate.

4. Lack of promotional passenger advertisxng in recent years.

S. Fare increases with reduction of service, Removal of
"Special Coach" fares and removal of seat reservations, as allowed
by the Interstate Commerce Commassxon, results in increased fares
without providing seat reservatxon_service.l. _

6. Sale of airiine‘tickets by sp Company,agentsf

7. Lack of timetables asd.prometional material in company

ticket. office available to the public as well as the lack of distri-

bution of new timetables to tour or travel agents oxr Chambers of

Commerce.
8. Lack of convenient comnecting service or through service
via Coast or San Joaquin Routes for;eastern‘trains-
9. Elimination of central downtown ticket“offices;'partiéularly
in downtown areas of San Francisco and Los Angeles.
10. Elimination of newspzpers in lounge'car on the Lark,
effective January 1, 1966. o
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11, - SP does not provide free "Enterprise" telephone exehange
service to its ticket offices,
12, SP recently discontinued allowance of commissions to

travel agents for the sale of rail passenger tickets. B

13. &P for all practical purposes has elininated passenger

solicitation. o |

According to the staff engineer’ these orectices will “ |
eventually, if allowed to continue, lead to the complete eiimination |
of rail-passenger service on the SP system. He po:’.nted 'out‘ that
other railroads operating in the United,States maintain 2. posz-twe -
program of advertis:.ng and promotional service in order to compete '
with other forms of transportatiom, According to the .w:f.tness, -some
of these forms of promotion counsist of family plan- fares., eseorted‘
tours, credit 'eard ser\'rice‘, "pay later" plans, red.ueed‘l 'meal‘ 'serv:i'.ce
plans, in-train movies and memberships in. suoh organizations as

Rail Travel Promotion Agency.

The difference between a positive approach and a megative
approach, the staff believes, is best illustrated by tﬁeexperience’s
of the four major western railroads from 1960 to 1964. Based on
revenue passenger miles, The Atchisom, Topeka and Santa Fe Railway
Company had an increase of 1 percent, Western Pac:’.fi.‘c_ R;ai_l_roed
Company had a decrease of 4 percent, Union Pacific Raiiroad" Company
had a decrease of 14 percent amnd Southern Pacific Company had a de-
crease of 28 percent (Exhibit 88). .. o

With respect to advertising, the staff engineer was of the
opinion that sp recently -used. the media of advertising to dlscourage
rather than encourage passenger rail travel, while on 'the othe.. hard,
it has used advertising and ptomotxon to improve and attract rail
freight traffic. Specifically the witness refeti:ed to an advertise-
ment that appeared in the San Franeisco Chronicle on Tuesday,
 February 1, 1966 (Appendix A Exhibit 55), and another advertisement

13-
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that appeared in Sunset Magazine, October 1965 (Appendix B Exh.:l.‘b:l.t SS). .
The first is emtitled THE LARK: WHAT FUIURE IS THERE FOR A BIRD
THAT CAN'T FLY and according to SP was not an advertisement but a
public apnouncement of its intention to seek authority to discontinue
the Lark trains, The other shows a single passenger on a passenger
car and is entitled: THE VANISHING AMERICAN. These are contrasted
with :.m advertisement by C&0-B&O railroads, which depicts a gless-
topped stratadome car and private sleeping room accomodation.s
(Appendix D Exhibit 55). This advertisement sets forth newly intro-
duced passenger service improvements such as movies-F'on-theftra:{.n; ‘
a vacation-time service that puts traveiers' and their automob:f.l'es‘
on the same passenger train; reduced fares for paosengers. who ride
on days when travel is light; inexpensive dining car meals; slumber
coach sexvice, which affords private room sleeping accoumodations at
coach fare, plus a small space charge; acceptance of credi.t cards- ,
and new easy-to-read timetables. |

The staff engineer conceded that alxr travel 'bet:ween bos
Angeles and San Franeisco has gz:ov;n tremendously, but this, he testi-
fied, has been the result of the aixlines vigorously promoting that
mode of travel through decreased fates :‘.mproved‘ serv:f.ce-‘ and improved
equipment, He pointed out that the airlines do not serve all of the
intermediate points served by the Lark and the few intemediete

points that are served by air are not provided coach class, modern

jet equipment or reduced fares.

STAFF'S COST OF OPERA'i'ING LARK TRAINS'

The staff presented an engineering-economic study (Exhibit
55). Expenses were determined on an out-of-pocket basis and were
defined as those expenses that would be saved if the operations did
not take place. Most of the expenses were developed by applying un:f.t
costs which were determined by spreading the variable porti.ons ofv - |

_14.. |
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Systen expenses over system service wnits; systen expenses. and

System sexvice wmits were based upon com?any ICports.

ESTIMATED RESULTS .OF OPERATIONS
= ON OUT=OF-POCKET BASIS —

Reference Item
Revenues
-‘“

Passenger | $ 759,500
Mall o 517,200
Express -
Baggage 4,700
Dining-Buffet 90,900

L.1to 5 Total Revenue '$1,372,300

Teble III Total-Out-of-Pocket Cost 2,138,200
L. 6 Less L.7 Net before adjustments and :
taxes $( 765,900)

Adjustments

Freight Sexrvice performed for benefit of

passenger service-haul of company

matexials ‘ $ 12,100
Passenger Service performed for bemefit

of freight service transportation of

pass riders $ (187,600
Feeder Value $ ( 21,100
8 less L.9 to 11 Net before taxes g' 569,300
$

ON O PHWNH

L.12 x 50% Income tax credit 284,700
L.12 less L.13 Net after adjustments 284,600

and taxes.
(Red Figure)
The main points of difference between the staff's cost

analyses and that of SP relate to constructive revenue,'féeder
revenue, the allocation of locomotive repair and depreciation, and

income tax credits. With respect to passengers traveling on passes

the staff provided a credit to the passengef train expehses;upon‘the

premise that such travel constitutes a benefit primarily to the

freight operations of *he company. ILf limited to pass ridérs)riding :
on company business, SP contends that the amount wogl& bel$36;536f
(Exhibit 75). L
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On feeder revenue the staff estimated- the amount ‘ef o
revenue that would be lost to commecting trains of S‘P i.f' the treins
hercin considered were discontinued. In determining feeder revenue
the staff relied upon traffic checks and a formula used by t.he L
Interstete Commexce Conm:issior_z, whereas SP uses a judgnent‘..‘figure N
based upon lkmown eon&itions of the trains fnvolved for the -amoﬁnt |
of traffic considered 2nd the same ICC feriqula. w:[th Trespect to
locomotive repairs, Southern Pacific uses recorded figtites' in
developing wait cost and the staff reduced those figures by
twenty-£five percent, because the staff in érior\ scud'ies;determined
that SP's wmit cost for repelr comsistently is higher than other
western rallroads, The staff did not deny thsat the amomts’- shoﬁ by
SP were actually speet. On depreciation of locomotive's; ‘t:‘he‘ staff
employed different wnit costs and determined depreciation .en‘ the
basis of a 25-year life =s against a 1l6-year life ue'ed”rby--.SP
notwithstanding the fact that for accomting pmfposes the compeny
uses & l6-yeaxr life basis with a 4 pexcent salvage, puxsuant to
the approval of the Interstate Commexce Commission.

In determining the net loss appl:[cabie to the o?eratien
of the Lark, the staff decreased the total loss by the emetmt that
SP would rxeceive 2s an income tax cred:r.t.‘ However, the staff |
predicated the tax credit on the basis of a fifcy pereerit- tax rate, .
whereas SP pays on the basis of a thirty-eight percent tax rate.

In ay event, SP contends that tax credits can only be determined
on a systemwide basis and camnnot be made applicable te..m out-of-
pocket study relating only to 2 segment of zmn operation." It
pointed out that the theory of tox credits has 'been reJected by
the Interstate Cotmerce Commission. -
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FINANCIAL CONDITION OF SOUTHERN PACIFIC

The staff also introduced a study reflecting the finasmcial -
position and operating results of SP. The data are b’é.sed’ on an
examination of the accoumting records of SP for the calendar year
1964 and 1965 (Exhibit 55).

The following tabulation summerizes the financi.al
condition at the balance sheet datesi :.ndicated:

Assets Dec. 31, 1064  Dec. 31, 1965

%remingssets 268 801 657 $ 249, 648‘ 196
rat Prope : -
Misc. Physical ggperty 163 7260 26 5 2 77.
Accrued Deprec. & smortization (525,491,310) (540 529,895)
Net Properties 1,866,196,802°  1,920,805,129
Tovestments~Net - 197 616 231 169 513, 095.1
Other Assets 65 269 487 L34, 253 276

Total $2,397,884,177 - 2,382,219, 696

Lisbilities and Shareholders Equity

Current ‘Lisbilities $ 194,198,930 $ 209 443 733;‘
Funded Debt and Equipment

Obligations 702,094,959 691,910,595
Payable to Affiliated COmpamies - 53, 429 1579 23, 074,984

Reserves and Other Credits 56,326,918 __ 47,240, 150
Total Lisbilities 1,004,050, 335-" 971 seehasv |
Total Shareholders ‘
Equity 1,393,833,791  _1,410,550, 229_
Total $2,397,884,177 $2 382,219, ,696.

(Red Figure)

With the merger of Pacific Electrié Ré.ilway‘ Company on
August 13, 1965 there was 2 charge in the amount of $13, 388 382
to retained income of SP. As of December 31, SP had retained
income in the amount of $985,675,182.
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The results of operations of SP for the calendar yeaxs
1964 and 1965 are sumarized as follows:

Célendax Year
1964 S 196>

Railway Operating Revenues $728,577,557 $786 295,827
Railway Operating Expenses 582 286 898 611, 710 573 -
Net Revenue from Reilway
Operations 146,290,659 174,585,254
Reailway Tax Accruals 63, 546 948 73 048, 2406
Railway Operating Income - 82, 7&3 711 101, 536 848
Net Rents 22,439,132 3278807515
Net Rallway Operating Income 60,304, 525 58,047,333
Othexr Income 33 677 415 35, 673 . 764
Othexr Deductions 2, 640 2087 5 871 2402
Income Available for
Fixed Charges 91,341,857 98 M9 695
Fixed Charges 27,443,465 28.772.522
Net Income _ 53,898,352 o§,577 173,

An analysis of Account No. 353 (edvertising) for fren.ght
and passenger for the years 1962 through 1965 is as follows:

Advertising Expense 1662 1963 1964 1965

Passenger $187,580 $100,307 $ 79,871 $ 50,362
Freight 352 190 419,393 440 970 453 299.

Total  $539,770 $519,700 $520,841 $503,661

. COST OF MCNEY

The staff prepared and introduced in e_vidence‘, ‘over the
objection of SP, a report on cost of money and selected fiﬁancial
date (Exhibit 56). During oral argument SP renewed its motion to
strike Exhibit 56 and the testimony of the staff witness. through |
whon it was introduced. The motion to strike is dep:!‘.gd. |

Exhibit 56 is a2 conmsolidated report xelating to SP's
entire operations both regulated and nonmregulated. :l’hg repért ‘
shows various comparisons of 17 ra:[lréad&; with SP during e
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~eleven-year peried from 1954 through 1964. The ll-year averages
are as follows: o ', .
17 o Southern
Railroads | fPacific' o

Return on Total Capitalization 4,247 , S. 03% |

Common Equity Ratio . 61.55% - - | 62 6%
Return on Common Equity 4,327 : 5.64%":. S
Ratio of Operating Expense | ~ o ‘
to Operating Revenues 90.8 % 90 69‘/.‘ o
urplus as a Percentage , ‘ =
of Total Capitalization - 42,617 \ 45 127.
_Current Ratios 1.76 - 1. 77

The cost of money to Southerm Pac:f.fic as. of December 31,
1965 is as follows: |

Capital  Cost Weighted
Ratios Factor =  Cost Total

Long~Term Debt 31.99% 4,09 1.31%

Common Stock 68.017% ' 5.92 4,037
Totals T00.0C% '

- .

STAFF_RECOMMENDATION ON LARK

It is the staff's position that public. convenience and
necessity require continued ovcrnight"service between Los Ahgeies‘
and San Franeisco. |

PUBLIC WITNESS TESTIMONY

A total of 48 witnesses testified, 'l‘wcnty-three were
opposed and 18 favored discontinuance.  The tcst:tmony of 8 wit-
nesses was stipulated. TFour were in favor of and four ﬁexe~ opposed

- to discontinuance. o
" Those who opposed the application includéd inen.;bers".of'
the public who have made use of the I.ark in extent varying from |
occasional to frequent. They included two State’ se.nators R two
college professors, three city and county attorneys represen..mg
the Cities of Santa Barbara, Sen Luis Obispo, Santa Mar:ta a.nd the
Counties of Santa Cruz amd Santa Barbara. A‘Lso included were a.
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representative of the University of Californmia at Santa -Be:x:bar.a,
two students, a conductor for the SP and an advertising.‘consultant-.

Tn brief, their testimony was to _,the_ effect that SP is
making every effort to discourage use of the Lark traims. .Several
witnesses testified that SP has mede it difficult to make reserva— '
tions by employing 2 walting list, and by clos:l’.ng the reservation
desk at 7 p.n. The record discloses that a waiting list is used
when the present consist is filled. According to Exhibit 70
introduced by SP, there were nine imstances during a 3-;nonth period
when the comoany failed to provide pullme.n sexvice and ‘ten instances -
when it failed to provide coach space. However, there are no means
to determine the number of individuals who chose another fom of
transportation rather than go on a waiting 1ist. In a.ny event,
this could indicste 2 fallure on the part of SP to oompljr‘w:t.thf the
provisions of Decision No. 55202, which autborized the consol:!.da-
tion of the Lark and Starlight passenger trains subject to the
condition that SP provide sleeping accommodations on the consoli-
dated trains for all intending sleeper passengers who apply at
lcast five hours prior to departure ti.me.

Several complained about the lack of porters. A few
expressed their fear of flyirg and iIn using the freeways ; they |
prefer the safety and convenience of pe.ssenger tra:!.ns. The SP :
conductor, who is -2 conductor of ome of the coast Daylight trains,
and was formerly a conductor of southbound uark ‘I‘rain No.. 75,
testified that the company had been giving preference to’ fre:’.ght
trains in a congested track area between Burbank snd the’ Los
Angeles depot. In response SP {ntroduced the testimony of :I.ts
Assistant Division Superintendent. He testified that there had

been a period up to a year ago when freight cars_‘were' ‘be:[ng : set?_' ‘
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out at a plant of the Gemeral Motors Company ag‘éxiost_ order. The
effect of this was to delay the southbound La::k train. | According |
to the witness, when it was called to his attention, the s:f.tuat:.on
was corrected and the individuals responsible were. disc:i.pl:'.ned
Those testifyi.ng in support of the application pr:.mar:'.ly‘
represented shippers using the SP, such as Montgomery Ward & Co. »
R. J. Reynolds, Fibreboard Paper Products, Procter & Gamble-‘Corp-. >
Southern California Edison and Coast éarloading Company. They
expressed a wnanimous fear that if the SP freight operations |
continue to subsidize its passenger opcrations ‘this could ultimatcly
have an adverse effect upon freight rates, although they admitted
they have e:tpericnced no freight rate increase :[n- thc' _paét ' f:[ve
years and several admitted to a decrease in rates. They al'so
testified to the effect that as a2 mattcr of time and economics
their respective companies required their employees to fly-when
on company business rather than use reil tranéportation. All of |
them favor the grenting of the application because they? are of the
opinion that as a matter of good business practice it is prudent |
to discontinue a losing segment of ome's operatioms. | o
A professor from the University of Caiifomia at Los
Angeles also testified in support of the application. It was his
opiniot, as an expert in the field of transportetion,,f that all
rail passenger sexvice within the Unfted S_tatcs' should be discon~
tinued at the discretion of memagement. EHe was also of the
opinion that competition alome would induce bettei' transoortation
sexvice for persons and property and that governmcntal‘\ regulation

sexrved no public purpose and should be eliminated.
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APPLICATTION NO. 48220 and CASE NO. 8378 .

By this application SP requests authority to discontinue
the San Joaquin Daylight Trains Nos. 51 and 52 between Bakersfield

and Los Angeles., At the present time Trains Nbs. 51 and 52 ‘proiri.d'e
daily coach rail service between San Francisco, Oakland and Los:

Abgeles. They are l:i.nked with the Sacramento Daylight ‘I‘rains Nos 53
and 54 at Lathrop. Passengm:s using these trains have the option of
remaining on the ‘trains between Bakersfield and Los Angeles or
using a commecting bus service operated by Santa Fe Tr&x;épbrtation' ..
Company. | | | |
Pursuant to Decision No. 68686, dated March 12, 1955,‘
in spplication No. 46660, SP was authorized to diécbnﬁinﬁe- its
Owl Trains Nos. 57 and 58 and The Atchison, Topeka and Santa Fe
Railway Company w#s authorized to discontinue :£Its‘ Goldé.n Gate
Trains Nos. 60 and 63. The authority was conditionmed upon SP
operating a more e'ffii:‘ient and satisfactory sexvice between San
Francisco and Bakersfield on Trains Nos. 51 and 52 and upoﬁ Santa
Fe providing an optional bus service between Bakersfiéld' and Los
fngeles for SanJoaquin Daylight passengers who did mot wish to
take the longer, more ci.rcuitous rail route between said points.

SOUTHERN PACIFIC COMPANY S
PRESERTATION ON A. 48220

SP contends that passenger rail service between
Bakersfield and Los Angeles sexrves no useful purpose; _howevér, it
admits that the San Joaqu:!.n Daylight does serve a purpose .no‘!:th‘
of 3akersfield. The operation south of Balcefsfiéld, it asserté,
is being operated at a loss and interferes with the operation of

freight trains along the heavily congested, jo:‘tntly; oﬁezfai:ed"_
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nountainous rail route in the vicinity of Tehachapi. The liné'
between Bakersfield and Mojave comsists of 32 miles.‘ of singlc track
and 35 miles of double track. The joint track arrangemént with -.
The Atchison, Topeka and Santa Fe 'ra:.lroac’. accomodates approxi- |
wately 50 trains 2 day. The estimated cost to freight tra:x.ns of
“meets" and "passes” with Trains Nos. 51 and 52 1is $3 ,900'1 | ‘
annually (Exhibit 34). | =

The following is the existing scheduled semce prov:.ded
by Trains Nos. 51 and 52 with connecting bus semce (Exhib‘ t 3) |

SOUTHBOUND
(Pacific Standard ‘rime)

Southern Pacifie
San Joaquin Sacraxmento
Daylight Daylight Trains Santa Fe Bus via
Train No. 52 Nos. 54 and 52 Hollywood Pasadenz

LV Sen Francisco 7:15A S
1LV Sacxramento 7:45A
AR Bakersfield 1:45p 1:457
LV Bakersfield 2:00p 2:00P
AR Los Angeles 7:007 7:00P

NORTHSOUND
(Pacific Standaxd Time)

Southern Pacific
San Joaquain Sacramento
Daylight Daylight Trains
Train No. 51 Nos. 51 and 53

L7 Los Angeles: 62254 6:25A
&R Bakersfield 11:134 11:13A
LV Bakersfield 11:28A 11-28A
AR Som Francisco 6:10p SRR
AR Sacrameato 5:15p

In conformity with Decision No. 68686 Southern ?Padific_:
reduced the overall rumning time of the San Joéqﬁin' D-ﬁylight“ trainé k
by one hour. This was accomplisked by turning the mail over to
racific Motor Truckirg Company, a subsidiary of SP and by reducing
the layover time at statiom stops. Although Tra:'.na Nos. 51 and 52
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still carxy baggage the 1ayover time at Mertinez was reduced to
the point where there is not sufficient time to transfer the
baggage of passengers using the combined sexrvices of tl;e- Cascade |
and San Joaquin Daylight trains betwecen Portland a=d Los Angeles.,
On southbound movements such baggage is tfi:cked t;o’ San Franciééév
and traosported on Lark Train No. 76 to Los Angéléé‘. \‘ As a
consequence, these passengers receive theix baggage the’ day ‘
following their arrival. |

The daily average mumber of revenue paSéengérs on .?.znd |

off Trains Nos. 51 and 53 and 52 and 54 between San Francisco,

Sacramento and Los Angeles and intermediate po:.nts from December 1,

Trains Nos. 51, 53

Station

Los Angeles
Glendale-
San Fermando
Saugus
Lancaster
Mojave
Tehachapi
Bakersfield
Delano
Tulare
Fresno
Madexa
Merced
Turlock
Modesto
Lathrop
Stockton
Lodi
Sacramento
Tracy-
Pittsburg
Martinez
Crockett.
- Ri.chmond
Berkeley
Ozkland

San Francisco

Total

on
57

™

| i
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1965 to February 28, 1966, :anlusive, is as follows. ‘(Exh:.bi‘.:y 13):

Trains’ I\Tos. 52 54
Station E

San’ Francisco o

Oakland -
Berkeley:
Richmond-
Crockett’
Martinez
Httsburg
Tracy :

: Sac:r:amentcy L

Lodi -
Stockton
Latiarop.
Modesto
Turlock
Merced
Madera -
Frean
Telare:
Delano

Bakersfield E

Teaacham.‘

: I“'oj ave -

uancaster

Saugus - -
Burbank. -
Glendale

Los Angeles

Iotal .

# Less than one per day,

2~

U’“
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During the peak period an average of 175 passengers r§de
the trafns between Bakersfield and Los Angeles and during the off-
peak periods an average of 64 rode the trains. This results in 7
passengers for every crewman during the off-peal_c p.eriod‘. andan
average of 15 passengers for each crewman dur:u:g peak peripd's
(Exhibit 36). | ‘ |

According to SP studies 75 percent of the passengei‘s
remain on the trains between Bakersfield and Los Ahgeles and 25
percent elect to ride the bus., On southbound éroup movements checked
for the period March 1, 1965 to February 28, 1966, inclusive, 53
pexrcent used .the bus and 47 pexcent used the train (Exhibit 14).

On group movements traveling northbound during the same period 69
percent used the bus and 31 perceat traveled by rail (Exhibit 15)..
The more prevalent use of the bus northbound is attributa‘blé to the |
fact that the train departs from Los Angeles at 6:25 a.m. and the
bus departs at 8:00 a.m. |

According to Exhibit 20 the revenue derived from the sale
of tickets at the intermediate points of 'rehachapi; Mdj##e; Sausus
and Lancaster has declined from $96,715 fn 1961 to $60,977. If the
authoxity herein requested is granted SP contends that there will be -
sufficient other means of transportation to sexve t;héée iﬁtérmédiate‘ ~
points. The Orange Belt Stages has assured SP that _:Lt w-.f.ll hondr its
rail tickets between Bakersfield, Tehachapi and Mojave (Exhibit 27y,

SP'S COST OF SAN JOAOUIN DAYLIGHT TRAINS

SP presented a study of revenue and expenses relating to
Trains Nos. 51, 52, 53 and 54 covering the period May 1965 to
8pril 1966, inclusive (Exkibit 31). The study was based upon nine
months of actual bperat:‘.‘ons and three monthé of vproj"eclted‘ 6perations.‘
The method of pré§ar:f.ng ﬁhe study was the same' as that heretofore
described in the Lark aﬁplication.

The results of the study are as follows :'

=25~




A, 48219 et g!! GH /ds/GE*

AVHLWNH

Revenues and T

Trains Nos.

enses

and 54

Between san FEancfsco and sacramento

and Los Angeles

Descrigtion_
‘REVENUES

Passenger

Mhileng

Express

Other Transportation

Dining and Buffet
Total Revenues

EXPENSES“

wage-Train and<Enginemen
Servicing Deisel Locomotives
to beigg}eased
Sexrvicing-Passenger Cars to
be released e
Sexvicing-Trains

Repairs-Diesel Locomotives

Repairs-Passenger Cars:

Swit

Casualties

Maintenance of Ways and
Structures -

Dining and Buffet Service
Station Employees to be
released 1

Nonoperat oyees'
e, T 4

wage

‘Health and Welfare for

lines 7-18

Payroll Taxes for lines
7-18

Train Fuel

Depreciation-Diesel Locomotives

Depreciation Passenger Cars

to be released

Interest, Diesel 1ocomotives

to be released

Interest, Passenger cars to

be released

Passenger bus service -

Baggage Truck Service

Joint Facilities (LAUPT)
Subtotal Expenses on
Lines 7-28 :

Proposed -

Present

Increase

Qperation Operation (Decrease)‘

3 300&]
71,300

400,300

16,000

10 000

,571“800

| 19 500

17 900&'-

- 33, ,600°

. 330 100*.

L ‘410 OOOﬂT
.50, 300”v
23 000

13&'600};
119,200

2,700

15,300
| 46,2007
109,300
105,800
143 400 '
17 5001

4, eoof‘
17,800
161200__

156 500

6 500 $1 063 300 $ 383 3oo -
ser, 535500 E 3

125~7oo;¢ .

543 90043{

(171 500)o
(19 500)§=
(17 900))*

10, 400 =
42, 7600)

191600
232600

@; 600)f_
.Ees soo;«

49,900) .
(21,7000
o a 400)?5”;"
(16,9003
"f£37 100y ¢

(66 000§f

(64,100)

(17,590)‘
(4,600)

ar, 800) "

£200)-

10,000

1,%7,300

2, 379 300 (1,052 ooo).fy <

(1567500)
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Revenues and Expenses
Trains Nos. oL, 52. 53 zad 54

Betwcen Sean 1rancisco and Sactamento
and Los Anzeles
ﬁ%Opesed Present Increase

Description Overation Operation ' (Decrease)
EXPENSES-~Contd | |

Nat Profit/Loss before
es on Lines
31-42 $(573, 200) $(623 600) DL $55,400

Sexvie Diesel Locomotxves B

to beizgsigned 49, 900 68, 400 _ ‘(18 500) N
Sexvicing ng Passenger Cars : o : o

to be assigned 84,600 134’600‘ (50 000) ‘
Station Service (other than _ g
line 17) _ 29,900 33~600 23 700§' _
All Other Trausportation 8,800° 14,100 f 5,400) -
All Other Maintenance of ° - g ,; o
Equipment’ 14,000 . ZSHSOO&yM
Traffic ) 15,000 - 24,900 .
General 17,300 28m700;,w
gaul of Company Mhterial 15,700 " 26,000

onoperat enployees' Wage : L

Inggzaseiigneop30238 8 5,500 5,300
Health and Welfare for C
Lines 30-39 6,600 9,500 €2 900,,
gayroll Taxes for Lines 30-39 16,200 122,500 6,300

epreciation Passenger Cars ‘ ‘ ' AR o

to be Assigned 39,100 55 400' (16, 300)\-
Subtotal: Expenses S
Lines 31-42 : ‘ . 302,600 448 500 DL.145 900

Net Profit or Loss (875,800 @,077, 100) (201 300)1):, e

STAFF'S m.smmnox |
APPLICATION NO. 48220 AND CASE NO, 8378

According to the staff, public convenience and necessity
require the operations of the San Joaquin Daylight Trains Nos. 51,
52, 33 and 54. Trains Nos. S1 and 52 provmde an important direet con-
nection at Martinez with Southern Pacific’s Cascade TralnsVNbs. 1l
aud 12 for travel between Los Angeles and Portland Any change of
the all-rail passenger service between San Francisco-and LosrAngeles,‘
the staff contends could have an adverse effect sxmilar to that ex-
perxenced by the Owl t*aens when the Shasta Dayx.ght Trains $ and 10
wexe authorized by the Interstate Commerce Commission to Operate
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during the surmer months only. The owl tra:'.ns suffered reduced
patronage to an extext that this Commission authorized complbte
abandonment effective April 12, 1965 |
In the event the SP's request to discontinue rail semce |
between Bakersfield and Los Angeles is granted the staff recommends- '
that SP be responsxble for 'bus transportatn.on of passengers us:.ng |
the San Joaquin Daylight trafns and that Santa Fe be relfeved of che'
responsibility. L %\ |

Staff's Costs of Operating
San Joaguin Daylight Trains

The staff prepared a study showirtg 'the' estiﬁated operat:’.n'g‘
results of Trainms Nos. 51, 52, 53 and S4 for the 12 wmonths ending
April 30, 1966, for present, proposed and alternate ope.rc.tions
(Exhibit 39). The proposed operation reflects the e:d.s_txng bus |
comnection between Bakersfield and Los Angel’es' b’y‘Sante‘ Fe. The
passenger revenues assertedly reflect the current tra‘fn.c level and
estimated losses in traffic under proposed and alternate operat:[ons.‘
Bowever, the staff tcok the actual opexations of_‘ the trains for | |
Novezber, December 1965 and January 1966 and from that ‘aétém;r;nea-

2 33 percent increasc over the same months of the pr:t.or year, and
therefore, applied the same percentage of increase to the other
months considered in the study. This was done tq reflect the n.n:
creasc in patronage resulting from the discoﬁtinﬁance ef\'_the Geléen
Gate traims. Southern Pacific coﬁtends that ' this was improper on
two grounds; i.e., the full impact of discoﬁti‘.ﬁu:‘.ng' the Golden Gate
trains had been experienced some time ago, therefore- actual‘ opera-;
tions should have been used, and the increase in patronage for the
month of January 1966 over January 1965 was due to the fact that the |
Cascade was not operating du:ring part of .J‘anuary 1965 due to ﬂood
damage. ‘

A suxmary of the staff's study is as"felleivt“:

28
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ESTIMATED RESULTS OF OPERATION
OUT~-0r-POCKEL S
)
> > (A) (B
Present Proposed  Alternate
Item Operation Operation - Operation.

REVENUES

Passenger 1,189,000 § '911’800“$1‘162'&00fn'
Mail 543-900 -
Baggage 17,800 3 300 3,300
Dining~Buffet 125,700 71.700" 71 700;“
Totsl Revenue : . ‘ *

OUT~-OF-PCCKET COSTS

Rail Cost $2,203,700 $1 327 100 $1 327 100ﬁ‘f
Bus Cost S T 195 4003 .
Total Out-of-Pocket . .
Cost 2,203,700 1 327, 100 1, 522 SOO“-
Net before adjustuwents § ‘
and taxes $ (327,300) (340 300)$ (285 100)_

ADJUSIMENTS

Freignt service perforumed
for bemefit of passenger | o ,
sexrvice-haul of company N , S Lo
materials.- : $ 12,900 & - 7,000.% - 7,000

Passenger sexvice '
performed for benefit
of freight sexrvice-
transportation of pass
riders.
Feeder Value
Net before taxes
Income tax credit ‘ o
Net after adjustments e oL S
and taxes $ ( 55-700) $ (765200)$.( 48i600)-

With bus service between Bakersfield and Los Angeles provided
by Santa Fe Transportation Co. as at present

With bus service between Bakersfield and Los Angeles provided
by Southern Pacific. ,
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The adjustments and d:’.fferences in procedure between the
staff and Southern Pacific are the same as hereinbefore di seuss
in the Lark application. ”
Public Witness Testimony

Seven public witnesses gave testimony releting:te'the'
San Joaquin Daylight trains. One testified {n Los Angeies‘ and six
in Bakersfield. Six opposed the discontinuance of paSSeﬁgef raii)
sexvice between Bakercfield and Los Aﬁgeles. The witness whov. spoke
in support of the application tepresented the.Palﬁdale‘Chambef of
Commerce, which is in favor of SP reducing all @ecess‘ary- eosts so-
that it might fmprove its freight service. | |

0f those who testified in.oppositioh to the aﬁplication,
three were residents of Lancaster and one‘represented the Iancaste*
Chambexr of Commerce. According to *hese-witnesses dxocontinuance of
rail service would seriously affect Antelope Valley, an expandxng
area that is becoming a center for elderly people, many of whom ‘
do not drive. ' ,

Among the other witnesses was a<membef'of'£hb\Boerd of
Supervisors of Fresno County who Introduced a resolution of the -

Board opposing the- applmcation.

SANTA FE TRANSPORTATION COMPANY
APPLICATION NO. 48356

Santa Fe requests that it be relzeved of the condxtmons in
oxdering paragraph 6(b) in Decision No. 56965 and ordermng paragrapn
3 of Decision No. 68685 requiring it to provide an altermate bus
- service between Bakersfield and Los Angeles. |

By’Decision No. 56965, dated July 3, 1958, in Application

No. 39616, The Atchison, Topeka and Santa Fe Railway Company was
authorized to discoptinue the operation of its passenger Trains
Nos. 61 and 6 between Bakersfield and Oakland and 1ntermediate poxnts

subject to the condition, among others, that Santa Fe coo:dxnate its

-30-~
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bus schedule so as to connect with Southém Pacific Train No 51.
By Decision No. 68686, dated March 2, 1965 in Appln.cation :
No. 46660, The Acch.son, Topeka and Santa Fe Ra:!.].way Company was M
authorized to discontinue its Traims Nos. 60 and 63, and Southem
Pacific was authorized to discontinue its Trains Nos. 57 and 58
vpon the condition that more appropriate and satisfactory schedules |
covering the operations of Southern Pacific's Trains v’_\Tos-. : 51 and 52
be filed, providing an alternate conneci:ing bus serv::.ce by Santa Fe
for passengers of Trains Nés. 51 and 52 between _Bakersf_:".elld_ _an'd Los.
Angeles. - | ",“J“”'H' B | -
Santa Fe contends that public comrenienc‘:c’ and ﬁécéssity.
do not require such service, either by addition to the oPe:stién of
Southexn Pacific Trains Nos. 51 aad 52 between Bakersfiéi&-: and I.os
angeles, or in place thereof. o B
During the period May 1965 through Ma:rch 1966 Sa.nta Fe
transported 21,230 passengers between Bakersfield and Los- Angeles
with an average load factor of 12.6 passengers (Exhibit 3) Fox
the period May 1965 through December 1965, inclusive, 66, 727 passen-
gers used the trairm end 17,330 passengers, or 20.66 perccm_:, elected:
to use the bus. | ) |
Santa Fe owns and operates five buses. For the ’most part:
two buses are sufficient to accommodate the passengers who elect’
that means of tramsportation between Bakersfieidl and Los Aﬁgeies. _ ',
However, on peak occasioms, particularly dm:ing the summer ﬁonths',’
additional buses are req.u"_red. Tke operstz’.on. at 'sush:‘t:'mesf is
uwbalanced ard results in dead-head tn'.ps. | | ‘
Santa Fe a::guns that the bus operat:.on mexely duplicates

that of the rail and as a coasequence. dra:.ns revenue from Sox..ther"

Pacific without conferring any bemefit.
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STAFF'S CASE
APPLICATION NO, 48356 AND CASE NO 8378

The staff's presentation in this phase of the proccedings:
was limited to an allegation that public convenience and mecessity

require continuance of the present bus-rail service.
Public Witness Testimony

No public witmess testimony was offered in favor of or :in_
opposition to this application.

STAFF RECOMVENDATIONS IN GENERAL

The staff recoemmended that SP be required to improve
cquipment and sexvice and to promote its passenger serx(ice. ,‘ _It
further recomwended that as a mesns of making service more attractive
to the public znd to increase patromage the rail fare be lowered
te $10 for both coach and first class service between San F::ancmsco :
and Los Angeles. This, the staff contends, would bring coach fares
below alr fares and in line with bus fares and place SPin a
competitive position. If accompanied by a posit:.ve effort by sp
to improve service and to actively promote the use of service, it
is the opinion of the staff that it would stizulate rail travel.

The staff estimates that this would result in a more fevoreble ‘,
revenue-e:::pense relationship for passenger trains opereting between
these two important metropolitan areas. . |

In the opinion of the staff it would requ:.re only 23
additional passengers, under the reduced fares, to achieve the same
revenue=-expense relationship on the Lar.k that is being experienced
under the present fares. According to the staff, th:.s would

increase the number of pullman passengers by 7 and the coachv
passengers by 16, This would £111 the present ‘copsist of the_




A. 48219, et"al- dS

pullman cars of the Lark to 60 percent of capacity and assertedly
could be accomplished without any additional 'opérating expense,
SP, on the other hand, argues that this theory is
impractical because the staff fails to take into consideration the
nine crewmen who require accommodations on the éullman‘ caré ; it '
fails to comsider that on the average, 50 perceﬁt of the bedrooms,
which will accommodate two, are singly occupied- and it fails to
allow for a shift of coach passengers to pullman passengers because
of the reduction in fare. Consn.denng these factors. it :£.> the
position of SP that the occupancy of the tbree ‘Lark pullman cars

- would exceed 100 pexrcent capacity and thereby rcqu:.rc an additional

pullman car with its corresponding additionzl expense.

Findings, Application No. 48219 and Case WNo. 83‘78_

1. Southern Pacific presently operates the Lark Trains
Nos. 75 and 76 between Los Angeles a=d San Francisco. Said trafns
zre on a daily, overnmight besis and comsist of coach and pullman
caxs. L

2. Operations of the Lark tfains are conducted at 'a‘
finonelal loss. Considered on the basis of the staff 's more
favorable estimates, w:.thout trying to xresolve the dlfference
between the staff's cost: analysxs and that of app...:.ca;xt, -and” even
considexring tax credits and other adjustments SP will experience |
an acnual loss of $284,600. -

3. ‘rhe opera..ion of the Lark merely meets mim’.mt.m standards
of passernger service. There has been no effort by Southe*n Pac:’.f:.c
to comply with the directives of the Califormia Public Ut:i’.l:.tiesv '
Coumission, or on its ’ow‘n initiative, to“enk.xance the apoeal i of

the Lark to its riders.
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4, The on~time performance of the Lark Train No.' 75 moving
from Los Angeles to Sam Framcisco is satisfact:ory, however, Lark
Train No. 76 is experdencing too much delay between B\.mbank and
Los Angeles. An 80 percent on~time performance as determined_ by,
Southern Pacific is not satisfactory. - ‘

5}. When all accommodat:‘.ons of the present consist are f:.lled
a waiting list is employed. In various :.nstances S‘P fa:tls to

provide sufficient pullmen and coach space to mee_t ‘the‘ publ:.c
demand. |

6. The Lark trains are experiencing considersble competition

from the private automobile, buses and airlines b'etweeﬁvy Sen |
Froncisco and Los Angeles, The automobile provides moxe £1e$db:£15;ty |
and is 2 less costly means of transporting the family. Bus trans-
portation is imexpensive and provides more schedules. Adr t:r:avel,\
in addition to providing more schedules and be:f.ng 1ess expens:!.ve "L |
2lso is fastexr. However, there is a segment of the travel:mg public
which érefers traveling by t:cain. |

7. Southern Pacific has not covnduc_ted‘ any Lai‘k advextising
campaign since 1961, For the year 1965, Southern Pacific spenﬁ
$503,661 for freight advertising and $50,362 for'passegger 'a;ive:;'v |
tising. | .

8. Southern Pacific claims a loss of $11,015,906 £rom
intrastate freight operatioms for the year 1664, This loss was
determined on a fully distributed cost basis. There is nbi:h‘ing' in
this record to indicate what the results would have been on any

out-of-pocket cost basis except the testimony of Df. “Brande's 'i}ho
was of the opinion that said operations make at 1east out-of-pocket
costs and contribute something to cverhead a cond:ttion which ‘he
would consider as being prof:’.table.
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9. Southern Pacific is a financially solvent utility.
Conclusions, Application No. 48219 and Case No. 8378
Southern Pacific has indicated a completely mnegative

and indifferent attitude towards its passenger opgratj.ons. 3ather
than taking an affimati.vé stand it has apparently commi'.t‘ted, itself
to a policy of aggravating the very conditioms upon which it cla:ims
fhat public convenience and necessity no longer require its passen-
gexr sexrvice. Serving the public convenience does not mean merely
running rolling stock with seats over the tracks It meahs the

sexrvice shall be kept modexrn and attractive so that patronage on -

the trains will be encouraged Any assumption by a railroad
that it can divest itself of all unprofitable operations is
a false notion, and to attempt to so divest itself
violates its utility obligations umless it can den_:onstrate that
there is no substantial pubiic need for the sexvice in_‘questi on.
This Commission hereby places Southern Paé:f.‘fic on notice
that it will not authorize the discontinuance of‘ any passenger |
trains unless it has first been clearly demonstrated’ that Southern
Pacific has made a sincere é.ffort‘ to compete in the open market
with all othexr modes of transpoft:ation. The staff has sixggested' '
various ways that this may be accomplished an& cited as examples .‘:
many of the promotional and advertising methods followed by __mbre "
aggressive rallroads. | | |
Based upon this record it is clear that Southerm Pacific
has not explored all of the avenues available to‘»': it in "promoting
the advantage of the Lark trains, including the possibil:.ty of

reduc:'.ng £axes.
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The applicant and the staff vied with onef;n@ther in
mutually exclusive positions of abandonment and retention of the
Lark, Neither party presented alternaterproposalé for the consid-
eration of the Commission. On the record before us, then the
application for the discontinuance of the Lark;mnst be granted ox
denjed. ‘ .

We are mot wmmindful that Southern Pacific, 4
in its attewmpts to completely abandon passenger service,
defeats its own purpose through iﬁs uncomprising agd"
indifferent attitude. Soutkhern Pacific should
make a sincere effort to merchandise attractively and vigorous1y
its Lark trains. The measures previously directed by_the-Commission,
those presented by the staff in this proceeding, and;innovations
utilized by other railroads to stimulate passenger traffzc should
be adopted by Southerm Pacific. “u‘

This Commission will not order Southern Paéifié&or any
other public utility specifically how to promote7andiadve%t15e ité
sexrvice, but this Commission will seriously considexr alivfuture‘
discontinuance applications in the light of the efforts médé aiong

this line. Application No. 48219 should be denied.

Firdings, Applications Nos. 48220
0 48355 sl tsse NooBaTE—

1. Southern Pacific is presently operating the San Joaquin
Daylight Traims Nos. 51, 52, 53 and 54 between San :ranczsco,
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Sacramento and Los Angeles. Between Bakersfield and Los Angeles
Santa Fe provides an alternmate bus service for the passengers of. ‘the
San Joaquin trains, .‘ o | o

2. The route between Bakersfield and Los Angeles via rail is
more circuitous than that used by Santa Fe. The time in t:rans:.t by
rail isj considerably longer than the transit time of the bus. 3

3. Approximately 75 percent of the rail passengers elect to

use the trains between Bakersfield and Los Angeles.

4. ’Although the San Joaquin trains indicate a deficit, the
Proposed parti;al rail discontinuance would not materially’.‘,cbange' ’
the deficit pésition because of a resulting diversion of traffic.

5. Discontinuance of the San Joaquin trains as p:dpbsed'
would divert at least 50 percent of the 'patronsv who now use the
sexvice between Los Angeles and San Joaquin Valley points.

6. In the evenﬁ rall service were discontinuéd _"between
Bakersfield and Los Angeles, it would have an advérse efféct upon.
the transportation requirements of Lancaster and other intermediate
points. | | |

7. Santa Fe transpérted a sﬁbstant:z’.al ‘aumber of péssengers
between Bakersfield and Los Angeles during the period May 196'5;'
through March 1966. | | -
Conclusions, Applications Nos. 48220 and 48356 and Case No. 8378

Approximately oné year ago the Commission autho:_:izéd
Southern Pacific and The Atchisom, Topeka and Santa Fe’ ‘Railway
Company to di'scon'tinue the Owl and Golden Gate tfains “ on the'
condition that the San Joaquin Dayiight trains imiarovg their
schedules and Santa Fe provide an 2lternate bus sexvice. This was
quickly and eagerly accepted-lby all pa:f:tieé concerned because of |
the ‘substantig.l savings that would result from discontinuance of
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the trains involved. Substantial savings have been experiencedi

by the applicants herein during,the past year, savings that far

exceed the additional cost of improving the Daylight schedules and

the altermcte bus service, S
Judging by the exhibits and reeor&hherein it Qas”bnly a

short time after Decision No. 68686 went into effect that Southern

Pacific flrst made checks and studies for the purpose of determin;ng L‘

how best to pass the resnonsfbility for providing service between

Bakersfield and Los Angeles to The Azchison, Topeka and Santa

Fe Railway Company. This seems to typify Southern Pacxfic s )
general attitude towards its public utility dbligetions‘and,

responsibilities. | A

The record clearly indlcates that a great ma,ority of
the passengers prefer to remain ‘on the tramn and it also 1nd1cates
that there are a sufficient number of passengers using_the bus. to
justify the continuation of this alternate means of transpo*tatxon

between Los Angeles and Bakersfield The applications will
therefore be denled

IT IS ORDERED that:
1. Applications Nos. 48219, 48220 and 48356 are hereby
denied and Case No. 8378 is hereby dlscontinued
2. Southern Pacific Company shall"take the necessary stebs
to improve the on~time performance of the:Lé:kQIrain'Nb; 76*and,
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shall do all things necessary to provide sufficient pullman and
coach accommodations in compliance with the provisions of _‘

Decision No. 55202. A report on the steps taken shall be filed.

with this Commission within twenty déys' after the effect:iife date

of this order. ‘ _ |
The effective date of this ordef. shall be :weﬁtyf_ déjs

afﬁer the date hereof. /

Dated at ;.;;_v 7 Attt Ca.iifbrnia, thiS'

| 2T day of . 1966.

4

Co_missiéners_; o 3

Comntxstoner wy1y  Boiaks
len M. Py
a ‘ -
| é-mxu abamty_‘dla‘ '-’parﬁé:t
Laposition of thyy- mew&’a::“




