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Decision No. 82910 

BEFORE me PUBLIC UTILITIES COMMISSION OF THE STAtE OF CALIFORNIA" 

Application of Southern Pacific ) 
Transportaeion Company for' ~ 
AuthOrity to Increase Suburban 
Fares Between San Francisco and 
San Jose and Intermecliate Points ) 
Pursuant to 49 U.S.C. S. 15a(4). ~ 

Application No'. 54267 
(Filed August 24, 1973) 

W. Harney Wilson and ~ Walker, Attorneys at Law, 
for appncane~ 

f:arl A. Smi th, Gordon Lewin, and David W. Jones, for 
hii1tiSuLi commute and Transit COiiiiiiittee; and 
Howard Parker, Sr., Diana Van De Wark, RonAld W. 
R@., and Jim DUnbarz III, for themselves; 
protestants. 

Lionel B. Wilson. Attorney at Law, for the Commission 
s·ta:£f. 

OPINION _ ..... -._ .............. 

By this application the Southern Pacific Transportation 
Company requests authority to make effective on October 1, 1973 and 
January 1, 1974, respeet1.vely, various increases in its California 

intrastate suburban passenger fares applicable between San Francisco 
and San Jose and intexmediate points. :By Decision No. 82004 dated 
October 16, 1973 in this proceeding, applicant was granted interim 
ex parte authority, pending hearing, to increase its San Francisco· 
Penixlsula suburban fares by approximately 6 percent. The resulting 
suburban fares currently in effect are set forth in Appendix A •. 

Applicant now seeks further retirement: t:ax offset increases in its 
existiDg level of suburban fares. 
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Public hea:rings were held on January ,3 .and 4) 1974 before 
Examiner Gagnon and the matter was submitted subject to the receipt 
of applicant's late-filed Exhibit 13 which was received on r 
January 22, 1974. Evidence was presented in sapport of the sought 
relief by an admixd.strative assistant to the assistant controller 
for applicant's Accounting Department, the assistant manager for 
applicant's Bureau of Research, and applicant's manager for passenger 
commute traffic. The Comnission's Transportation Division staff. also 
presented direct evidence pertaining to· the sought relief. 
A:rtteeeclents 

The purpose of the sought fare increases is to obtain 
additional revenues sufficient only to offset increases in applicant's 
retirement payroll taxes attributable to its San Francisco Peninsula 
passenger service. Such payroll tax contributions are required under 
the federal R.ailroad Retirement Tax Act. 

While the R.a.ilroad Re'tirement Act contains its own formulae 
for the computation of benefits, it provides a guarantee that no 
beneficiary will receive less than 110 percent of the amount recipient 
'Would receive if all railroad employment had been covered under the 
Social Security Act. Whenever social security benefits have increased, 
railroad retirement: benefits have been comparably adjusted. ~le the 
tax rates \mode: the Railroad Retirement Tax Act are higher than the 

rates under soci.a.l security, the maximum taxable income under the 

Railroad Retirement Tax Act is predicated upon the same wage base 
proVided under social securi1:y. With the ~ct:ment: of Public Law 

93-233 on December 31, 1973 the Congress of the United States amended 
the Social Security Act so that, in addition to an expansion in the 
scope of available benefits, the tax rates were increased and the 
maxim.um taxable employee mont:b1y earnings were adjusted from $900 in 
1973: to $l,loo in 1974. 
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By Public L3W 93-69 the Congress on July lO, 1973 amended 
the Railroad Retirement Act of 1937, the Railroad Retirement Tax 
Act, and the Interstate Cottmerce Act (collectively referred to as 
the Railroad Retirement Amendments of 1973). The Railroad Retirement 
Tax Act was .amended so that railroad employee contributions were 
reduced to the same level' provided under. the Social Security Act and 
the employer's (railroad) contributions were increased accordingly. 
In addition, the railroad retirement tax rate was increased effective 
Oetobe.r 31, 1973' from 10.60 percent to 15.35 percent. The amount 
the railroads are now required. to· contribute to their employees f 
reti.rement . program has materially increased their payroll tax 

expenses. 

Publie Law 93-69 also amended Section 15a of the Interstate 
Comm.erce Act (49 U.S.C. 15) by the addition of paragraph lSa(4). 
'1'his addition directs. the ICC to consider rate inereases to offset 
increased expenses arising from the R.a.ilro'acl Retirem.ent Amendments 

of 1973. Under Section 15a(4) (d) (A) of the Act, a state authority 
having jurisdiction over petitions for intrastate rate increases by 
carriers subject to· Part I of the Interstate Coa:merce Act shall, 
within 60 clays of the e.arriers' filing for rate increases to offset 
increases :i.n carriers' railroad retirement tax contributions, act 
upon s.a.id petition. Such state authority may grant an interim 
increase or final rate 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 sane refund provisions as 
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heretofore authorized by the ICC. In the event the state authority 
deniea in toto the particular relief sought herein or fails to act on 
such petition within 60 da.ys from date of filing, the ICC is autho
rized, under Section 15a(4) Cd) CB), to act upon such sought intrastate 
relief within 30 days of the filing of a petition therefor, subject 
to final determination by the state authority. Under Section 
l5a(4) (d) (C) of the Interstate Coamerce Act~ a:tJ.y partial denial of the 
sought intrastate tax offset r3te increase is, upon the filing of an 
appropriate petition with the ICC, subject to review und.er the 

criteria of Section 13(4) of the Interstate Commerce Act.. The instant 

proeeed1ng is responsive to· th~. aforementioned federal statutoxy 
mandate. 
Applicant's Initial Fare Proposal 

In support of the further sought increase in suburban fares, 
several statistiC41 and financial exhibits were introduced by appli
cant. The exhibits endeavor to show the specific amount of' compensa.
tion paid by appli.c811t to its employees who have service hours 

dir~ctly or indirectly assignable to the suburban commute service, 
together with the amount of such compensation subj ect to the 1973 

revised provisions of the Railroad Retirement Tax Act. H.avin,g made 
such detexmination, applicant then attempted to measure the increase 
in its retirement tax contributions under the Railroad Retirement: 
Amendments of 1973 and the related increase in suburban fares deemed 
necessary to. offset the resultiDg increase. 
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Exhibit 2 sets forth information relating to historic and 
estimated data concerning the nauber of employees, compensation, and 
retirement taxes paid b~ applicant on a systemwide basis. The 

purpose of this exhibit is to show that, when applicant sought: 
s:imilar tax offset rate relief in connection with its, interstate 
freight operations (ICC Ex Parte 299), the retirement taxes' reimbursed 
by Am1:rak were excluded. In addition, the exhibit shows that 

increases in applicant's retirement taxes applicable to passenger 
operations beeween San Francisco and San Jose amounting to $63,000 in 

the fourth quarter of 1973 and $93,000 for eaCh such quarter of 1974, 
were not reflected in the relief s.ought at the federal' level. 'Ihe 

computations (Exhibit 5) relative to the amount of increase in 
suburban revenues required to offset a like increase in the, suburban 
service retirement payroll taxes under the Ra:Uroad Retirement 
Anieudments of 1973 are: 
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Line 

TABLE 1 

SOUTEERN PACIFIC 'tRANSPORTATION COMPAJ.>.7. 

Incre.lSC in Suburban Service Fares Re~ulting Und.er 
The RAilroad Retirement Amendments of 1973 

~ Description 
AetU8.l 

Yea.rl972 
(b) 

Est.1ma.ted E=ltimo.ted 
lo.th Qtr. 1m Year 1974 

(a.) 
1. Su'bw:-ban service wages 

-~l/ $5,OO9:,.2Q8=o' 

(c) (d) 

4. Charged. to. opera.ting ~es 
b. Charged. to'investment (Mo!"fI&S) 
e. Total wages, 

12.324. __ -2/ L _ ':1,/ 
$5,02J.,5~2 $l,,388,,4OCr" $$,791,,600" 

2. System ratioottaxab1e eom~tion 
to total' eo~t1on 72.~ 76.78% 89.26% 

3. Suburban service compensation su'bjeet 
to retirement taxes (line 1 x Jj:c,e 2) $;',659,l90' $1,066,000 $$,169,600 

1.. Retirement tax ratd=! 9.95% 1$.35% 15 • .35% 
" ' 

" , 

5~ Suburben service federal retirement 
taxes, (line ~ X line' 4) iI 

6. Exces~ ot ostimated taxes over what 
the eorrespond1cg amount would have 
been it ealeula.ted. at the tax base 
($900 maximum) and tax ra.te (lO.6O%) 
in etteet prior to October 1, 1973 Y 

$163,,700 

$31.3,,600 

11 I.1nes 1-5, Exhibit. I., Application No. 54267. 
Y Wage level is lO. 9% over 1972 a.vera.ge, atter allowing tor reduction 

in tre.irlmen' s :roster A.ugust 1972. 
'jj Wage level is 4.($ over 4th quarter or lm .. 
y Taxable ba.3e per employee per lllOnth - $750 in 1972, $900 1:1 lm, 

8.nd. $l,loo in 1974. 
5J Exclud.es suppleomentaJ. annuities ~d 1JX'J.emp1oy.ment t..."\XCS. 

Y Determined "a:r app~ to line l-<: the 1972 ra.tio 0: retirement 
taxes to total eomponsation (7.25%) and ded.uet~, line $-e • 
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From Table 1 it will be noted that applicane estimates its 
retirement taxes for employees effectively involved in suburban 
service will increase by approxima:te.ly $373,600 for t:beyear 1974. 
It will also be observed tha't applicant's 1974 projected payroll tax 

increase is first: predicated upon 1972 adjusted service wages allocated 
to its suburban service to which is applied previously cIeterm:Lned 
systemwide ratios of taxable eompens.a.tion to total compensation. 'Ibis 
latter calculation results in the estimated suburban service compen
sation subject eo retirement taxes shown Ot.:. line 3 of Table 1. The 
projected increase in applicant's retirement taxes of some $373',600 
has. been' partially offset by the previously authorized, interim fare 
increase of approximately 6 percent granted by Decision No. 82004. 

In order to substantiate applicant's projected increase in 
retirement taxes for the fourth quarur of 1973 and the yea:rl974, 
the assistant manager for applicant's Bureau of Research conducted a 
payroll audit of the compensation charged to suburban service for the 
month of November 1973 (Exhibits 6 and 7). Based on the November 1973 
suburban service compensation, the assistant manager es timateB that 

for the fourth quarter of 1973 and the projected yeax 1974 :Lt' will 

experience increased retirement tax contributions of $&7,302' and 
$394,978, respectively, in lieu of the fourth quarter est:Lma.ee of 
$63,:000 and the 1974 estimate of"$373,600 .actually sought to be 
offset 10 this proceeding. 
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1'he assistant ma:cager also explained that the atIlO1.mt of 
labor expenses and related compensation subject to retirem.ent taxes 
allocated to suburban service reflected the service hours of 600 
employees. He staeed that the service hours of approx:ima.eely 200 
of these employees were 100 percent effectively involved in sub
urban service. The assigned tasks and compensation of the remain:tn.g 
400 eD?loyees who were directly or indirectly only partially 
involved in the suburban service were allocated on the basis of 
either actual on-the-job work allocation reports or estima.ted 
related statistical ratios. '!he 600 employees are assignecl to. the 
following work categories: 

'IABLE 2 
SOUTHERN PACIFIC TRANSPORTATION COMPANY 

Labor Proportion-Suburban Service 
Work Group (Exhibit 4) Number of Assigned E!Ployees 

Maint.enance ·0£ way & structures " 100 : 
Maintenance of equipment . .70. 
Traffic:. . 3 
Transportation 300 
Clerks:t other than station clerks SO 
S~ion). 
Officers ) 77 
Others ) 

600. 
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The staff on cross-examination referred to a report in 

applicant's trade magazine entitled This is Southern Pacific wherein 
it is stated that there are about: 400 employees engaged in applicant's 
suburban passenger operations. !be assistant maDager explained that 
this figure is compatible with his estimate of 600 employees if you 
consider" the 200 full-tlme employees in suburban serv:£.ce and then 
assume the remaining. 400 employees are engaged in suburban service 
so percent of the time. 

Applicant's manager of COlmJ.ute 'traffic expJ:dned the 
methods he employed to develop a proposed schedule of increased 
suburban faxes which 'Would recoup the $373,600 in increased retire
ment taxes for the yea:r 1974: He first conducted" a ticket sale 
traffic analysis·" for a 12-month period ending J'une 1973 to detemine 
1:he percent of reven1:C earned under the several classes of fares. 
Then he dete:tmined the amount and dis'tribution of the fare increase 
necessary to offset the $373,600 increase in applic:an.t's retirement 
taxes. A SlJ'DI'Dary of the eomnute manager's computations follows.: 
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TABLE 3-

Additional Arlnusl Suburban Pa.:ssenger Revenues Expected. 
To De E4rned Under Proposed. R.a.ilroa.d. Retirement Tax 

01.'fstYt Inere~~s in Suburban Fares tor Yea:r 1974 

Class 
or 

Tickets 

On&-'W'Sy· 
Round-trip 
Mo. (5--<ia.y- week) 
Month4" (~) 
Weekly 
20-ride .1'amilj 
Students, 

Total 

Applieant's 
Revenue 

Fare 
AnalYSis 

7~5% 
4 .. 8 

(64 .. 0 
( 
12~O 
ll.6 

.1 
100.0% 

'Projected 1914 Additional Suburban Revenues 
. From 2-3% 

From 6% Inter:un 'Further Sought 
FAre InereMe Fare InmM~ 
(Dec. 82004) (Exh.1b1t.s 9 .~ .. ' lO) 

$250,458 

(1) 
(1) . 

$ 7l,164 
$,901, 

14,995-
24,176,' 
5,°47: 

Total increase in applicantTs 1974 suburban 
revenues antic1pa:ted. under proposed t.lX o~t'!~ 
in~.a.se in tares 

(l) No turt.her incre~es propoS«11n one-way and 
round-trip- tares beyond that authorized. in 
DeciSion No •. 82004. 
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Table 3 shows that the 6 pereent increase in suburban fares 
granted by Decision No,. 82004 will produce $250 ~4S8 in addit1on.al. 
revenues for the yea:r 1974 and that the further sought i:leresse in 

such fares now under consideration 'Would generate $121,277 in 

additional suburban revenues. In order to obtain such inerease in 
revenues the manager suggests an overall fare increase of approxi, ... 
mately ~ percent, except no inerease is· proposed in the current 
one-way or rO\md-trip fares. 
Staff Fare Proposal 

the staff of the Coamission's Transportation Division 
conducted a field investigation and study relativ.e to the inerease 
required in applieant's San Franeisco Peninsula suburban fares 
necessary to offset increases in the rail carrier's railroad retire
ment payroll taxes. The staff effort differs from applicane's 
significantly. Applicant's computations of the inerease in its 
railroad retirement taxes are first predicated 'lpOu an estimate of 
the total amount of employee eompensation attributable to· .11:8. sub
urban s~rviee. To this amount were applied previously determined· 
systemwide percentage ratios for eomputing the total compensation 
subject to the railroad retirement tax, as amended by U. S. Public 
Law 93-69. '!he staff, on the other hand, first ·ass'Umed that the 
additional railroad retirement tax offse~ revenue required would 
be directly proportional eo the number of railroad employees involved 
in the San Francisco peninsula passenger operations of applicant. 
!hen the staff determined the amount paid such employees per month 
and the es.timated t:!me they effectively spent in s1Jl:>urban pass~er 
service. 
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A staff eng;,i..ne.er explained that a station-eo-station . / 

investigation was made eo ascertain the number of employees and their 
duties. A:rJ. estimate was then made of the percentage of their time 

directly assignable to the San Francisco Peninsula coamute service. 
The, results of the staff investigation and study are set forth in 
Exhibit 12, and the staff conclusions and recoamendations preclica.ted 
thereon are: 

A. ConclWJions 

"1. '!he estimate for increased R.a.ilroac1 Retirement 
taxes for the last quarter of 1973 is $41,610. 

"2. 

"3. 

"4. 

"5. 

"6. 

The est1mate for increased Railroad R.eCirement 
taxes for the year 1974 is $182,676. 
Fares granted by Decision No. 82004 provide an 
estimated $250,000 ($63,000 - 4th Quarter of 
1973) additional a:nnual revenue eo applicant. 
As a conse~uence to the foregoing items (1), 
(2) and (3), the commute fares of Southern 
Pacific should be reduced from current levels, 
and rC£\Uld of exceSs. fares collected' in the 
fourth quarter of 1973, should be considered 
for the COtlJlllUters. 

Decision No. 82004, which authorizec1 the 
applicant to increase fares, ~'as made effective 
by the applicant on October 2's, 1973. Thus, 
the increased revenue to offset the employer's 
expense collected by the railroad is estimated 
as $46,500 insteac1 of the CPUC staff's esti
mate of $41,610 for the fourth quarter of 1973, 
which is applicable to the entire three months. 
Because the above $4~10 and $46,500 amounts 
almost cancel each 0 r, no refundillg shoulcl 
be: required." . 
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B. Recoamendations 
"The applicant should be granted a. fare increase of 
4.31. over 1:he fare level that existed when 
Application No. 54267 was filed provided that: 

"1. 

"2. 

Applicant will not recover' thes'e same 
increased tax amo1.mts in Application No. 
54268, a freight rate increase now pending 
with the California Public Utilities 
Comm.ission. 
Applicant has not or will not recover 
these same increased tax SClOl.m.ts in pro
ceedings filed with the Interstate Commerce 
Comm.ission for recovering of Railroad 
Retirement taxes in co:cnection with U.S. 
Public Law 93-69." 

'!he staff estimate- of the increase in applicant's railroad 
retirement payroll taxes for suburban service' contemplates that effec
tive Oetober 1, 1973 applicant must assume 4.75 percent of its. 

employees I taxable compensation in excess- of the 5.85 percent employee 
social securit't.T tax. This amounts to a maxi.mu:n increase; in railroad 
retirement tax contributions of $42.75 per employee per month, in 1973, 
based on maxim'Um taxable earnings of $900 per month, and $52'.25 per 
employee per month in 1974, based, on maximum eaxable earn1ngs of 
$1,100 per month. Such mon.thly increases in .applicant's railroad 
retirement tax payments 8$sune, of course, that each employee involvecl 

is 100 percent effectively engaged in its suburban passenger 
operations • 

It will be noted that the increase in appli.cant l s railroad 
retirement taxes attr1.butable to its suburban service for the year 
1974 is estimated by the staff to be $182,676, which is substantially 
lower than the $373,600 like estimate of applicant. the staff also 
es timates that the suburban fare increase granted by Decision No. 82004 
will provide $250,000 in additional annual revenues to offset the 
aforementioned estimated payroll tax increase of $182,676. '.the staff 
therefore recommends that any railroad retirement tax offset fare 
increase ultimately granted in this proeeedirlg not; exceed 4.3. percent. 
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The staff witness further explained (Itt 183-184) that if 
450 employees (generally ac:cepted by applicant .as a reasonable 
estimate of the total number (RT 79, 143) of its employees 100 per
cent effectively engaged in its suburban passenger operations) 
receive4 a maximum taxable monthly salary of $1,100 per month, the 
absolute maxixaum resulting, increase in applicant's, annual railroad 

retirem.ent taxes for the year 1974 would be $282,150. Since a good 
portion of the employees engaged in applicant's suburban passenger 
operations are paid monthly salaries less than $1,100 (R'r 183), 
the actual 1974 railroad retirement tax increase assignable to sub
urban passenger service should not only be considerably less than 

the aforementioned proj ected max:Lmum tax increase of $282,150 but 

s1Jbstantially less than the 1974 projected retirement tax increase 
of $373,600 determined by applicant. On the other hand, applicant 

has clearly shown that the staff's $182,676 est:i.mo.t:e of the' projected 
increase in railroad· retirement taxes for the yea:r 1974 attributable 
to suburban passenger operations is materially underseated. 
App1ieant's Revised Fare Proposal 

Because it was established that the maximum increase in 
applieant's railroad retirement taxes assignable to its San Francisco 
suburban operations for the ye:JX 1974 would be .an amountsubstan
tiaUy less than $373,600, applicant reques-ced and was granted 
permission to submit late-filed Exhibit 13. '!he exhibit sets forth 
a. revised proposed retirement tax offset suburban fare increase 
designed to attain additional revenues of approximately $288,420 
for the year 1974. A S'lITIIlaxy of applic:ant's basis offered in support 
of such revised fare increase proposal follows: 
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TABLE 4 

Propo~ed Revised Fare Inere~e3 to Attain 
total Additional Railroad. Retirement. Tax O.f.fset 
Revenues of Approxima.u,ly $28S.420 for Yea:r 1m 

Class 
or 

Tiekets 

One-way 
Round-trip· 
Mo. ($-cia,. -week) 
Monthly (d.aily) 
Weekly . 
Student 'W~~ 
Student·mont~ 
2Q-ride 1"~ 

65,,2$9-
5-,,079' 

44,:3Z7 
6,,537 
2~4S0 

30,,269 

In~e 
(In Cente) 

.. :35 

.:35 

.10 

.35· 

.10 

.20 

P1'U.$ a.dditional ~venues- pursuant to 
Oetober 25~ 1973 tu-e increase granted. 
by DeciSion No. S2004. in Application 
No .. 54267· 
Total. Revised. Additional 

So\\ght- Revenue.G': . 

MethodologrEmp1oyed 

';t'he $2Se,,420cal.eula.ted 'by using CPtJC .st.a..tt 
payroll audit methocl:. 

Revenue 
(In DolJ.ars) . 

$ 22,8$1 
l"m-
4,,4:3'3.·· 
2288 , 
.2/.$, 

6z0~ 

$ 37,,6Sl 

A. 1974 
Prior to- 10/1/73 
R.e.iJ.road. retirement. tax 

Tax Ra.t~ Tax Base 15 
15~35% $l~lOO- $168".85 
10.60 1,,100, _116d 60 

inerea.se per employee per month $ 52~25,' 

B. $52~2$x ~O (employees) x 12 -
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lable 4 shows that the revised fare proposal is expected to 
generate $37,65l in additional suburban revenues for 1:he. ye.a:r 1974.· 
~en added to the $250,453 annual increase in such revenues antici
pa.ted under the overall 0 percent faze increase previously a.uthorized 
by Decision No. 82004, a total railroad retirement tax offset revenue 
adjustment of $288,109 is produced for the year 1974. The further. 
sought suburban revenue increase of $37,651 reflects a reduction of 
$83,625 from applicant's original further sought increase in stiburban 
revenues of $121,277. 

Applicant has, in effect, abandoned its orig;nal position 
together with the rather extensive evidence presented in support 
thereof in favor of a materially reduced fare adjustment. It has been 
established that apt>lic:ant l s effores to detemi.ne the amo\mt of 
increase in railroad retirement taxes attribut1ble to its San. Francisco 
Peninsula passenger operations, based on a systemwide ratio of taxable 
compensation to total eom:pensation paid, are overstated. Applicant 
concedes that em actual payroll audit of compensation paid to its· 

employees effectively engaged in its stlburban operations, as advanced 
by the staff, 'Would be the preferable method to employ. However, such 
procedure is not possible 1.m.<ier applicant's current accounting 
practices. 

Tbe staff has demonstrated, and applicant does not dispute, 
that the max:imum payrolla.udit method now belatedly employed by appli

cant overstates the actual railroad retirement tax increase assignable 
to the subU%ban passenger operations. To what extent applicant's 
sought additional railroad retirement tax offset revenues of $37,651 
are overstated was not pursued on the record by applicant. In passing, 
we note from. Table 4 that applicant's procedure employs a factor of 
460 employees, whereas applicant's two major w:ttneSSE:S agreed on 
cross-ex.amination that 400-450 would be a reasonable estimate of the 
n.umber of employees effectively engaged in suburban service. 
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With the \mdisputed 1n.firmities shown to exist 1u the 
evidence presented by applicant, it is apparent: that applicant bas 
not sustained its burden of proof that the relief requested is 
just1f1ed. In the circumstances, the suburban fare increases proposed 

by applicant beyond the overall· fare increase of 6 percent prerlously 
authorized by Decision No.. 82004 1n this proeeed:1ng should· not be 
authorized. 

In view of the conclusions reached herein
7 

no comment is 
necessary concerning the protests against applicant's sought fare 
increase. Proteseanes r position baSically stems from an allegation 
that applicant's suburban passenger service bas deter1or~ted to a 
point where further fare adjustments are unwarranted. The pursuit 
of such allegations should be directed through establisbed Commission 
complaint procedures; 
F1nd1ng~ 

1.. By Public Law 93-69 the Congress of the Urdted States on 
July 107 °

1973 amended the Railroad Retirement Jv:.t of 1937
7 

the 

Railroad Retirement Tax Jv:.t 7 .and the Interstate Commerce. Act 
(collectively referred to as the Railroad Retirement Amendments of 
1973). 

2. The RaUroad Retirement Amec.dments of 1973 expanded the 
benefits available to the na.tion' s ra:Uroad employees» reduced the 
required coutributiOOA of beneficiaries into the railroad retirement 
program $0 as not to ,exceed the level othCl:W1se applicable tmder the 
Social SeCurity Act) md :l.:ccreased the railroad retirement taxes 
assessed the nat1on's:railroads • 

. 3. 'Xbe RaUroad Retirement .Amendments of 1973 amended Section 
15a of the Interstate Colllmerc:e Act by the addition of paragraph 158(4). 
Section 154(4) (d) (A) .f tbe Act provides tlult a state authority of 

c:ompetent jurisdictioa over petitions for intrastate rate increases by 

carriers subject to Part I of the Ac:t shall. wi.thin 60 days of the 
carriers' filing for rate increases to nffset increases. 1n ea:riers' 
ra.1l.road rctuem.ent ~s) act upon s.aid petitions. 
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4. In Application No. 54267 filed August 24, 1973, it was shown 
that the railroad retirement payroll taxes 4ttributab~eto, applicant's 
suburban passenger service between San Francisco and San 30se and 
intermediate points have materially inereasecl as of October 1, 1973 
and .January 1, 1974, respectively. 

s. By Decision No-. 82004 issued October 16, 1973 in this 
proceeding,. a retire:nent t:ax offset interim increase of 6 per.eent 
in applicant's' suburban fares was found jusd.£ied pending public 
heariI:lg for the receipt of evidence relative to Application No. 
Sl,.2G7 and full disposition thereof. 

6. The evidence presented by applicant and the CommisSion 
staff shows that the interim relief granted by Decision No. 82004 
will generate approximately $250,458 in additional a~ual revenues 
to offset related increases ~ appl1~trs retirement payroll taxes 
attributable to its San FraneiscoPcninsula passenger operations. 

7. Appl:r.cmt r s original sought increase in the level of fares 
established by Decision No. 82004 was adjusted upwarcl from approxi
mately 2 percent to 3· percent due to a subsequent increase in the 
maximum taxable wage base per month per employee from $900 in 197,3 
to $1,100 in 1974. 

8. Applicant r s further soaght fare increase of approximately 
3 percent was expeeted to generate $121,277 in.add1tional retirement 
tax offset revenues, thereby making ~ total of $371,735 in additional 
axmual revenues available to offset the increase in its 1974 retire
ment payroll taxes assigo.able to its suburban' service, which applicant 
estimates will amount to $373,600. 

9. The Commission's transportation Division staff field 
investigation and payroll audit of employees effectivelyeugaged in 
applicant's suburban service show that the estimated increase in 
applicant's retirement.payroll taxes assignable to sueh servi~e will 
amount to only $182,676, for the year 1974. The staff recommeo.ds that 
the existing level of applicant's suburban fares es tabl:J.s bed· pursuant 
to Decision No. 82004 in this proceeding be reduced so as not to 

refleet an effective £are increase in excess of 4.3 percent. 
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10. Applicant r s computation of the estimated increase 1n its 
retirement payroll taxes attributable to its suburban service for the 
year 1974 of $373,600 was shown to be substant1.ally overstated. 

11. The Commission staff payroll audit of the estimated :l.nerc.ase 
in applicant' s retirement payroll taxes assignable to its suburban 
service for the ycs:r" 1.974 of $.182,676 was shown to be mater1.ally 
understated. 

12. Based on the erroneous assumption that an estimated 460 
employees effectively engaged in applicant's suburban service earn 
the maximum taxable salary of $1,100 per month> applicant now 
estimates its increase in railroad retirement payroll taxeS attri
butable to such service will amount to $288,420 for the year 1974, 
in lieu of its preyious estimate of $373,600. 

13. Applicant now requests its proposed increase of 3 percent 
in suburban fares established by Decision No. 8200l,. be reduced to . 
approximately 1 to 1-1/2 percent. This latter fare adjustment :ts 

expected to generate $37,651 b additi~-al rcvent;e~, in lieu of the 
previous "sought revenue !ncre.:se of $12l,277, the=eby tI!cldng. a. 
revised total of $288,109 in additional ~evekues avail&ole to offset 
a like increase in applicant r s retir~t payroll taxes of $288,420 
for the year 1974. 

14. .Applicant's tn3Ximum railroad retirement payroll tax compu
tations and revised suburban fare i:lereasc p::opos.al predicated thereon 
are overstated to the extent that ~loyees effectively engaged in .,:[ts 

suburban. servi.ee do not earn the maximum taxable monthly sa.l..a.x'y of 
$l,lOO per month. In a.ddition, applicant haS not established with a 
sufficient degree of eerta.1nty that 460 of its employees are, in fact, 
effectively engaged in the suburban passenger service involved herein. 

15. Applicant bas not sustained the burden of proof essential 
to a f1xld ing that the sought further increase in its San Fr.ane:f.sco 

Peninsula fares, :in addition to the overall 6 percent inerease:ln 
such fares previously .authorized by Decision No. 82004 in· th1s pro
ceeding, ,is justified. Authority for such .further soaght relief 
should not be granted. 
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Conclusions 
1. Decision No. 82004 dated October 16, 1973 in Application 

No. 54267 is fully responsive to the federal statutory mandate set 
forth in Section 15a(4) of the Interstate Coamerce Act. 

2. Applicant's further sought increase in the level of fares 
established pursuant to Decision No. 82004 in this proceeding has 
not been shown to be justified or otherwise reasonable as required 
by Section 454 of the California Public Utilities Code, Section 
15a(4) (d) (A) of the Interstate Coamerce Act, and other pertinent 
state· and federal statutory provisions related thereto. 

3. Applicant's further relief sought in addition. to that 
previously authorized by Decision No. 82004 in this proceed1Dg should 
be denied. 

Q.~~lR 

IT IS ORDERED that the authority sought by Southern Pacific 
'transportation Company to further increase the level of its existiDg 
passenger fares applicable between San Franciseo and San J'ose and 
intermediate points, established pursuant to Decision No. 82004 of 
October 16~ 1973 in Application No. 5426,7, is denied. 

The effective date of this order is the date hereof. 
Dated at San, FranclIIco .. California., this .:; 9"'~ 

day of MAY t .. 1974. 

'7~ 
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Cemm1s31oller :J.. P .. , Valcas1n. :Ir.. ~1ng, 
Zleeo!:!:4r1ly.ab':Ollt.414not'port1e1paW 
1n 'tho 41!lpo:;1t1on ott.his proeoe41ng. 



A. 54267 ei e APPENDIX A 
Page 1 or 2 

ADtJLT FAR.ES* 
OW~AY AND ROUND-TRIP FARES 

MONTHLY AND vlEEKLY COMMUTATION FAm'S 
20-RIDE FAMILY FARES 

And 
san Fra:n~eo 
(3rd.St.) 
23rd Street 
Pa1Jl Av~ue . 
Bayshore 
Zone 1 (Red) 
Butler Road. 
South San 
hand.seo 

San Bruno . 
Millbrae 

Zone 2 (Green) 
Broad-way 
BurJ.1ngame 
San Mateo: 
Ii&yws.rd. 

Between 

Cle.ss or 
T1cket.s 
One. Way 
Rounc1 Trip 

One Way 
Ro'Und Trip 

San 
Francisco 
(3rd St. 
23rd St. 
Pa.ul Ave. 
Ba.~ho~) 
$~.70 

1.40 

1.10' 
2.20 

Mo. (5-0;,y Week) 24 .. 75 
Mont~ Z'l .. OO 
Wee~ 7.l$ 
20-Rtde 18.00 
One Way 1.30 
Ro'Und Trip 2.60 
Mo.($-Day'tIeek) 29.00 
Monthly 31.75 
Weekly 8.20 
2Q-Ride 20.65 

Zone 3 (Orange) One Way 1.60 
Hill.3cLal.e Round 'X:d.p 3.20 
Belmont Mo.(5-Day Week) 33.2$ 
San Carlos Monthly 36 .. 50 
Red-wood. City Weekly 9.2$ 

Zone 1 
$ 0.70 

1.40 

22.00, 
5.60 

12.00 Zone 2 
1.oo:s 0.70 
2.00 1.40 

26.2;, 22.00 
6 .. 75 5 .. 60 

l7.oo 12.00 f'ne 3 
1.30 1.00 . 0.70 
2.60 2.00 1 .. 40 -

31 .. 00: 26.2; 22.00 
7.90 6.75 5.·60 

2Q-R1c1e ~.30 
Zone 4. (Blue) One Way 1.95, 

19 .. 90 17.00 12.00 Zone 4 

Atherton Round. trip 3.90, 
Menlo Park Mo. (5-Day- Week) 37.50 
Palo Alto Monthly' 41.25, 
CaJ.i1'ornia Ave. Weekly 10.85 

20-Rid.e Z7 .. 2O . 
Zon~ ~ (Yellow) One Wa.y 2 .. 25 
CUtro' Round Trip , 4.;0 
Mounta.1n Vi~ Mo.(5-Day- Week) 41-.7$ 
S'\lMy\I'ale Mont.bJs 46 .. 25 

Zone 6 (Brown) santa. Clara 
College Polrk 
San Jose 

Wee~ 12.2$ 
2O-Ride 30.70 
One Way 2.40 
Round" Trip 4.80 
Mo.(5-D~y Week) 45.00 
Mon~ 49.25 
We~ 13.70 
2Q...Ride 34.:3$ 

1.60 1 .. 30 
3 .. 20 2.60 

:36.00 '31 .. 00 
9.30 7 .. 90 
~.40 19.90 
1.95 l .. 6O' 
~.90 3.20 

40 .. 7$ 36.00 
. lO.4$ 9.30 
26.20 Z.40 
2.25· 1 .. 95" 
4.50 3.90 -46.2; W'J.75 

12 .. 20 10 • .4; 
30.60 26.20 

"1..00$0.70 
2-.00 1.40 

26 .. 25 22.00 
.6 .. 75 5.60 

17.00 12.oo,rne 2 
1 .. :30 1.00 . 0.70 
2.60 2.00 1 . .40 

3l.oo 26 .. 25· 22 .. 00 
7.90 6.75 5 .. 60 

19.90 17 .. 00' 12.00· Zone 6 
1.60 1.30 1.00$0.70 
3.20 2 .. 60 2' .. 00 . l • .40 

. -
36.00 31.00 26.25 22.00 
9.30 7-90 6 .. 75 5 .. 60 

Z3 .. 4IJ 19 .. 90 17.00 12.00 
... Total rare ine1ude5 inerea.se~ granted in Decision .No. 82242,. Appliea.tion -NO. 5.3666" 

and: eur.rent in~ gran~ in DeCiSion No. 82004, Application No.5k267, :in 
e1'!eet October 25, 1m.. ,; 
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And -
Zone 1 

Zone 2 

Zone :3 

Zone 4 

Zone ') 

Zone 6 

Bet'W'~en 

.. 
Monthly 
Wee~ 

* Monthly 
We~ 

* Monthly 
Weekly 

. .. 
Monthly 
w~~. 

* Monthl:7 
Weey~ .. 
Monthly 
Weekly 

APPENDIX A 
Page 2 or 2 

STtJ'DENTSt WEEKLY AND MONTHLY COMMUTATION rAF:F::! 
(Without SatUl'(io.y and Sunday) 

San 
Francisco 
(3rd St. 
23:t'd St. 
Pa'lllAve •. 
Ba.:rnho~) Zone 1 

$1$.,50 $12~40 
4.80 4.05 Zone 2 

18.50 ' 15.50 $12.40 
5.60 4.80 4.0,) Zone 2: 

$12 .. .40 21.45 18.50 15.50 
6.40 5.60 4.80 4.05 Zone 4 

$l2 .. 40 24.35 21 .. 45 18 .. 50 15.50 
7.10 6.40 5.60 4.80 4.05 Zone 2 

'21.45 $12.40 Z7.40 24.35 18.50 l5.50 
7.85 7.10 6.40 5 .. 60 4 .. 80 4.05' 

30.35 27.40 24 .. 35 21.45 lS.50 15.50-
8.55 7.85 7.10 6 .. 40 5.60 4 .. 80 

Zone 6 
$12.40 

4 .. 05 

* Monthly commutation ticket3 Without Saturd8.~ and Sundays .. 
Statio~ . located in each zone 'tdll be the ~e u shown on 
Appendix A. page 1 or 2 .. 

If Total tare includes increases granted. in Decision No .. 
8Z242~. Appl1ca:t.ion No. 536667 and current increase granted 
in Dec13ion No. 82004~ AppliCAtion No. 5k2677 in eftect 
Octobf!r 25, 1973. 


