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Deeisi01l. No. SZC-:1~ 

. BEFORE 'l:HE. PUBLIC UTn.ITIES COMMISSION OF 'l'HE STAtE OF CALIFORNIA 

Application of Pacific Sout.hcoast 
Freight Bureau for Authority to, 
Make Effective Increases in Local 
and Joint Freight Rates and Charges 
to. Offset' Increases in Retirement 
Taxes. 

Application No. 54268 
(Filed August 24, 1973) 

INTERIM OPINION AND ORDER 

Pacific Southcoast Freight Bureau (PSFB), on behalf of the 

Cal:l fornia rail carriers participating :Ln its tariffs, seeks. authority 
to increase their local and. joint freight rates and charges applicable 
to California intrastate traffic so as to obtain acldit10nal revenues 
sufficient. to offset increases in the 'rail carriers' railroad retire
ment tax contributions. The rates and charges proposed to be 
increased are those which are described in and adj usted upward by 
Tariff of Increased Rates and Charges X-2S1-:S pursuant to ,DeciSion 
No. 81445 dated May 30, 1973 in psn's Application No. 53107. 

!he increases in rates and charges initially proposed 
were 2 percent, effective October 1, 1973, plus an adClitional 

0.7 ~cent, effective January 1, 1974, subject to certain' 
exceptions and conditions as more specifie.a.lly described' ,in Tar.Lff of 
Increases in Freight Rates and Charges to Offset Retirement 'tax 
Increases - 1973, X-299.. The nation's railroads, includ1ug those 

. . 
handling Ca1:lfornia intrastate traffiC, previously petitioned the 
~tersta.te Coa:merce Commission (ICC) on August 15, 1973, for authority 
to make these same rate increases applicable to interstate traffic. 

, 
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By its order in ICC Docket Ex Parte 299 dated September 13, 1973 the 
ICC granted the ra.11 carriers (except the Long Island Railroad Co.) 
interim authOrity, pending hearing, to establish general freight rate 
increases of 1.9 percent on October 1, 1973 and 2.6 percent on 
January 1, 1974 in li.eu of the Oe'tOber 1st increase.. Such general 
increases were made subject to the various exc:eptioXlS and conditions 
specified in the rail carriers 1 Tariff of Increased Rates and Charges
X-299. 

In granting interim rate increases lower t:han initia11y 
requested, the ICC stated: "Although the direct increase in retire
ment taxes will amount to $64,492,388 for the period October 1 -
J?ecember 31, 1973, approxi.m.ately $1,687,000 of those r~tirement taxes 

will be r~imbursed to the railroads by Amtrak, a,r."d the said direct 
increased taxes should be reduced by the amount to be reimbursed by 

Amtrak. " 'l'b.e ICC also specified' certain additional information it 
desired to be explored in more detail on the record at the subsequent 
hearing to be held in Ex Parte 299. For example, considera.tion must 
be 8iven to the rail carriers I productivity gains as one of the 
available means other than a rate increase by which the rail carriers 
might absorb or offset the increases in their railroad retirement tax 
contributions. the railroads will also be required to present 
evidenee in justifieation of the rates and charges excepted from the . ' l.nterim. tax offset rate increases as set for1:h in their Tariff. of 
Increased R.a.t~ and Charges X-299. The ICC also expressed concern 
relative to the variation among 1:he individual railroads in the amount 
of the increased retirement taxes offset by the additi~l revenues 
produced by the applieat10n of a urdfoxm percentage increase in rates 
and eb.arges. 
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In Application No. 54268 the California. rail c.arr1ers now 
seek a:..1th,ority to make the same Ex Parte 299 tax offset increases in 
their ra.tes and charges applicable on California intrastate traffic 
as were authorized by the ICC, on September 13, 1973' for applica.tion, 
in connection with the carriers' interstate traffic. Such requested 
Califonda intrastate authority is independent of and in addition to 

that sought by applicant rail carriers in Application No. 54269 
(Tariff of Increased Rates and Charges X-295) also, filed on August 24, 
1973. 

By Public Law 93-69 (1973) 87 S·tat. 162, the Congress of the 
United States on July 10, 1973 em.ended the Railroa.d Retirement Act of 
1937, the Railroad Retirement Tax Act, and the Interstate Cottmerce 
Act (b,erein.a.f1:er referred to 3$ the ?.ail%oad Retirement .Amendments of 
1973) whereby the nation's common carriers by railroad were required 
to· contribute an increased proportion of the cost of the Railroad 
Retirement Plan. The Railroad Retirement Tax Act was amended to 
reduce employee eO:l.t;ributions to the same levels provided under the 
Social Security Act and to increase employer (railroad) contributions 
accOrdingly. Section 15a of the Interstate Commerce Act (49 U .s,.c. 
lSe) was amended by the addition of a new paragraph 153.(4). This 
addition to Seetion 15~ of the Interstate Commerce' Act d:Lrects the 
!CC ~o co~sider rate increases to offset increased expenses' arising 
from. the Railroad Retirement Amendments· of 1973. 
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Section 15a(4) (b) of the Interstate Commerce Act states 
that the ICC shall,witb.1n 30 dayS of the rail carriers' filing, 

permit the establishment of rate increases in an amount approximatiXlg 
that needed to offset incre.a.ses in. expenses resulting. under the 
Railroad Re'tirement Tax Act, as amended, occurring on or before 
JanUtJr'y 1, 1975, or as a result of the enactment of the Railroad 
Retirement Amendments of 1973. Section 15a(4) (c) provides that, 
within 60 days from the date of establishment of interim rates uader 
Section lSa( 4 ) (b), the ICC shall comnenc:e he.a:rings for the purpose of 
making the final rate determination. The petitioning carriers shall 
have the burden of proof for such final rate determina.tion. In . 
making such determinations, the ICC may take into- account all factors 
appropriate to rate making in conformity with Part I of the Interstate 
Commerce Act. If the rate increases finally authorized are less than 
the. rate increases initially made effective, the carriers shall make 
such refuncls as may be ordered by the ICC:, plus a reasonable rate of 
interest. 

Pursuant to Section lSa(L~) (d) (A) the state .authority 
having jurisdiction over. 'petitions for in'trasta1:e rate increases by , 

carriers subjec1: to Part I of the Interstate Commerce Act shall, , 
within 60 days of~the carriers' filing for rate increases to offset 
increases in carriers I railroad retirement tax contributions, act 
upon said petition. Such state authority may grant an in'terim. 
. i1l.er~~. or final ra.te. increase. If an interim rate increase is 
granted, the state authority shall thereafter investigate and deter
mine the reasonableness of such increase. and modify it to the extent 
required by applicable law, subject to the same refund provisions as 
heretofore authorized by the ICC. In 'the event the state authority 
denies in toto the particular relief sought: herein or fails to· act on 
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such petition within 60 days from da.te of fil1ng~ ~he ICC is autho%'i:z:ed, 
under Section 15a.(4) (d) (B) , to act: upoa socb sought intrastate relief 
within 30 days of the filing of a petition therefor, subject to final 
determination by the state authority. Under Section 15a(4) (d) (C) of 
the Interstate Comerce Act, any partial denial of the sought intra
state tax offset rate increase is, upon the filing of an appropriate 
petition with the ICC, subject to review tmder the criteria. of 
Section ~(4) of the Intet'st:ate Coamerce Act • 

. In support of the Califo:rn1a intrastate tax offset rate 
increases proposed herein, applicant rail carriers have presented 
substantially the same systemwide rail fin.ancial and s'tatistical data 
previously presented, in eonj.unction with the nation's other railroads, 

to the ICC: in Ex Parte 299 as justification for like interstate payroll 
tax offset l:'ate relief. Such systemwide £inanc1a.l and statistical data . . 
are, in the first ~tance, subject to the same infirmities and need 
for further eValuation at a subsequent hear1ng. in this proceeding as 
was fO'Und .and ordered by ~e ICC on September 13, 1973· in EX,Parte 299 
with respect to applicant rail eartiers' sought interstate tax offset 
rate relief. Whether the. impact of the Railroad Retirement Amendments 
of 1973 upon the CalifOrnia intrastate payroll tax expenses of appli
cant rail lines will, in fact, be the same as 'that projected for the 
interstate operations of the nation's railroads as a whole, cannot now 
be determined from the information presented in Application No·. 54268. 

The .application is also deficient in that it does not eom
I>ly with Rule 23 of the Commiss:Lon' s Rules of Practice and Procedure. 
Under 'the circumstances, interim relief no gr~ter than that author
ized by the ICC on September 13, 1973 should be granted with respect 
to the California intrastate operations of applicant rail lines, 
pending subsequent hearing in tb1s proceeding. 
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Find;lng§ 

1. l'he Pacific Southcoast: Freight: Bureau reques'tS authority 
to increase California intrastate rail rates by amounts equivalent 
to the interim increases authorized by the Interstat:e Coamerce 
CoaInission in order dated September 13, 1973 in ICC Docket: Ex Parte 
299. this authority was exercised by the railroads, throug..'l the 
publication of a Tariff of Increased Rates and Charges X-299 for, 
application on interstate rail traffic, effective October 1, 1973. 
The authority thus exercised establishes general freight rate 
increases of 1.9 percent on October 1, 1973 and 2.6 percent on 
January 1, 1974 in lieu of the October lat increase, subject to 

various exceptions and conditions set forth in Tariff X-299 .. 
2. Subject to further review upon consideration, of evidence 

which may be adduced at a subsequent public hearirlg, the increases 
in rates and Charges that will result from the application of Tariff 
of Increased Rates .and Charges X-299 on California intrastate traffic 
are justifiec. 
Conclusions " I' 

1. Applic.ant should be' authorized to establiSh by appropriate 
supplement to Tariff of Increased Rates and Charges X-299 the 
increases in said tariff on California intrastate traffic. 

2.. Rates and charges increased pursuant to the authority 
granted by the order ,herein shOUld be made subject to 'the refund 
provisions govern:t:ng, Tariff of ,Increased Rates and,;Cha.rges X .. 299. 

3. Applicant should be au!=horized to depart' from the provi
sions of Section 460 of the Public Utilities Code and from the terms 
and rules. of General Order No. 125 to the extent necessary' to esta
blish the increased X'4te.s and charges authorized herein. 
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4 - Ihe record i:l this proceeding should be kept open pending 
~ther action by applicant and/or order of the Commission. 

IT IS ORDERED that: 
1. Pacific Southcoas 1: Freight B'U%'ea.u, on behalf of me rail ear

riers listed i:l. Application No. 54268, is authorized to esta.blish for 
Cali:;:orn.ia intr.t:sta.~e traf:::ie, by appropriate supplem.en~ to '~ariff of 
Ir:.ereased Rates ~d Charges X-299) the increases in: rates and el"larges 
set :orth therein. 

2. All rates and ehax'ges increased pursuant to' the authority 
con~ed in this order shall be subject to, the refund provisions set 

. forth i=. Tariff of Increased Rates and Charges X-299. 
3. Tariff publication authorized 'to be made as a result of the 

foregoing authority shall be filed not earlier than the effective 
date of this order and m.a.y be made effective not earlier than five 
GayS after the effective date hereof on: not less tha:t five days,! 

notice to the Commission and to the public, and said authority shall 
e~ire unless exercised within sixty days after the effective date 
of this order. To· the exeent that departure from. the terms 3nd rules 
0,£ General Order No. 125 is required 'to accomplish such publication, 
authority for such departure is her.eby granted. 

4. The authority set forth above is granted subject to the 
~res$ eondition that applicant and the carriers on whose behalf it 
is partiei">:lt~ herein will never urge before the Commission in any 
proeeeding 'U.t\der Section 734 of the Public Utilities Code, or in any 
other p:roceed1:o.g, that the opinion and order herein constitute a 
fixl:d.ing of 'fact of the reasonableness of a:tJ.y particular rate or char2;e; 
.:r!.e that the filing. of rates pursuant to the authority herein granted 
eor..stitutes an acceptance by applic-xnt and said car:r:iers as a consent 
to this eondition. 
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5. Applicant. 1n establishing and maintaining. the rates 
authorized here1:c.above, is autborized to depart from the provisionS 
of Section 460 of the PUblic Utilities Code to the extent necessary 
to- adjust long- and short-baul departures now maintained uncIer out~ 

, . 

standing authorizations; such outstanding authorizations are hereby 
modif1ecl only to the extent necessary to comply with this order; and 
schedules contaWng the rates published under this authoriey shall 
make reference to the prior orderG authorizing long- and short-~ul 
departures and to this order. .: 

6. A public hearing shall be scheduled in this proceeding. for 
the receipt of evidence relative to this application and full dis
position thereof. 

7. Prior to the hearing ordered. in paragraph 6 hereof,. app11~ 
¢ant shall .amend Application No. 542~~ to comply with Rule 2~ of the 
Commission f s Rules of Practice and Procedure and provide the Commis

sion with data which will enable the Commission to determine whether 
the impact of the Railroad Retir~nt Amendment of 197~ upon the 
Califo:rni.a intrastate payroll tax expenses of applicant rail lines 
will tn fact be the same' as projected for the interstate operations 
of the nation IS railroad.s as a whole. 

'.the e.ffective date of this order is the date hereof .. 
Dated at Los Angcie5 • California. this 14-+11 day 

of ____ .l.l.i0r-.l,T..w,O,w.JB E..:,:R:..' _-" 1973,. 
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COiiiID!Ssloners 

C0::r:Q1::;::;1onor J. 'P. Vuko:::1n. ~r •• beine;. 
nocos::arlly ab:::en't. ,(i1d.no't'po.r't.1eipo.tO' 
in the d.1::;po!).1't1on or.th1:' procoo~ 

" 

COmc1::::::.1oner D., VI. Holmo:. 'boing , . 
ncc~.z:::ari1y a'bZetXlt. ~.1d.not·PL\rt.1e1PL\te' 
in tho d1:::posl~lo= 0: thi3 proceeding. 


