
11<: 

Decision No. 87583 July 12, 1977 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO~~A 

Application of Southern Pacific ) 
Transportation Company for ) 
Authority to Increase Passenger ) 
Fares Between San Francisco ~~d ) 
San Jose and Intermediate Poi..~ts. ~ 

--------------------------j 

Applicat;:i.on ZJo. 55131 
(Filee August 23, 1974; 

amended ~~'Uary 10, 19,5) 

(For List of Appearances see Appendix A.) 

CP!1::::0N 
~- ....... ----

In its origin~l app:ication the Southern Paciiic 
Transportation Company eSp) sought authority to increase passenger 
fares applicable between San Francisco and San Jose anc intermediate 
pointsll by approximately 111 percent •. The actual sought increase 
in the present level of SF's fares, whic~· reflect a fuel cost 
adjustment authorized by Decision No. 83419 issued September 11, 1974 

in Application No. 54614, amounts to approximately 96.4 percent.£/ 
The amount of additional annual gross revenues anticipated from the 

proposed increase is about $3,497,000. 
Antecedents 

The filing of SP's request for a 111 percent fare increase 
triggered the follOWing series of events: 

1. The !~terim S~Zcornmittee on Sa~ Pra~ci~co 
Peninsula Rail Com:n~ter Serv:'c~ of thea 
State Asse~ly COl~ittee on Transport~tion 
held a series of public hearin9~ relative 
to Applicr):tion No. 55131 during Sepi:eI:!bcr 
and Oe~ober 1974. 

11 Hereinafter also referred to as SP's commute operations. 
61 SP's present San Francisco peninsula fares are set forth in 

its Local Peninsula Tariff D-No. 5, CPUC No. 20. 
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2. At the Prchearing Conference held 
October 10, 1974 the Co~~ission 
staff advised that its investigation 
and study would require 14 months. 

3. On Janua:ry 10, 1975 SF requested ex parte 
authority to increase fares 20 percent 
pendin9 hearing. 

4.. On January 30, 1975 the Office of the 
State Auditor General completed its 
analysis of SP's 1973 revenue and 
expense allocations .. 

s. On August 15, 1975 Price Waterhouse 
com?leted its review of SP's 1974 
revenue and expense allocations. 

6.. On March 16, 1976 SP withdreW' its request for 
ex parte interim relief. 

7. In June 1976, the staff announced it was 
ready to present evidence any time after 
September 15, 1976 .. 

Public hearings were held June lS, 1976 through October 18, 
1976 before Examiner Gagnon at San Francisco. The matter was 
sUbmitted on the latter date subject to the Commission's rulings 
on a petition for an environmental impact report and a staff 
motion requesting a Commission order directing SP to make its 
1974-1975 federal and state income tax data available for inspection. 
The SP acquiesced to the staff'S request; the motion is now moot. 
Extensive evidence ~as introduced by SP, protestants, the staff, 
and various other interested parties. 
SP's Evidence 

SP is a wholly owned subsidiary of the Southern Pacific 
Company and provides rail transportation ?rimarily in the ~estern 
and south~estern areas of the United States. SP operates a rail 
system of nine operating divisions compriSing approximately 12,000 
trac:J, miles and related facilities utilized principally for its 
freight service. The Western Division includes the west coast 
trackage in California from Sacramento at the north to San Luis 
Obispo at the south. 
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SP'S pas!enger service between San Franciscc and San Jose, 
commonly referred ;0 as the West Bay corridor or peninsula, extends 
over approximatel~' 47 miles of double mainline tracks cmd serves 
24 intermediate {~ints. The general level of service consists 
of 22 trains ope~:ated between San Francisco and San Jose each weekday, 
with about half that number of trains in service during ~eekends. 
The NatiOnal Rail Passenger Corporation (~RAK) operates an 

intercity service over designated SP tracks under contractual 
agreement. 

The commute operations are conducted with an equipment 
fleet oi S2 suburban cars and 46 gallery Obi-level) cars powered 
by 23 diesel locomotives. Related ~~itching and routine equipment 
servieins are performed at San Francisco and San Jose. 

An SP vice president testified to the reasons underlying 
the fare increase proposed in Application No. 55131. He stated 
~hat: 

"Southern Pacific's commute service .... 
has suffered substantial losses in past 
years. ..... Al though occasionally 
different areas of our operations may lose 
money, the commute service is the chronic 
loser. When losses do occur, it is 
management's responsibility to take action 
to eliminate those losses. 

"We believe that commute operations :by 
privately owned railroad companies should 
provide sufficient revenues to cover costs. 
If there is a failure of revenues to 
cover costs, then th~ servic~ should be 
reduced aecord~ly or tEO se~Jiee should 
be owned and ooera~ed by a public transit 
~~ty. we do not believ~~~ _subsidy 
?ayment~re a solution and would find 
them uE~£2eptable. 

". ~ .we believe that the only way_to determine 
the actual am2unt of di~~~s to place 
the fares in effect and observe the result." 
(Emphasis suppiied.) --
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Price Waterhouse & Co. 
SP's 1973 adjusted results of commute operations were 

employed as justification for the ori~inally proposed 111 percent 
fare increase. The accounting procedures used for developing the 
1973 operating results were subjected to severe pre-trial criticism. 
such preliminary criticism culminated in the State Auditor General's 
office conducting a special review of SP's records maintained to 
support the 1973 adjusted expenses as set forth in the application. 

In response to the pre-trial opposition SF en~~ged the 
services of Price Waterhouse & Co. {pi"n to conduct an analysis 
of SP's accounting procedures for the commute operations. The 
results of PW's investi~ation and study are contained in a 
summary report (Exhibit 1) with supporting specific analysis 
provided in related supplementary reports (Exhibits l-A, B, and C). 

The results of PW's review and its recommended adjustments 
4It to SP's 1974 results of commute operations are discussed here. 

It should be noted that SP's and PW's figures endeavor to reflect 
"fully allocated costs". By contrast, the Commission sets fares 
for this service on a different basis, that of avoidable above
the-rail expenses. These latter figures are discussed in the sec
tion entitled "staff evidence", below. Returning now to PW's 
"fully allocated costs" presentation, VIe see: 
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TABLE 1 

Sta:ement Showing PW's Adjusted Results of SP's 
Commut( Operations for the Year Ended December 31 t 1974 

("fully allocatee. costs" basis) 

Rev<nues --
Passenger ticket sales 
Imputed pass revenue 
All other 

Total revenues 

Operating Exp~nses 
Maintena~ce of way and structures 
Naintenance of equipment 
Traffic 
Transportation 
General 

Total operating expenses 

Taxes, other than income 
Interest expense 

Amount 
$ 5,087,lOO 

428,000 
128,100 

$ 5,643,200 

$ 775,600 
.2,155,000 

132,500 
5,552,400 

647,900 

$ 9,263,400 

$ 1,513,400 
140.,500 

Total expenses $10,917,300 

Excess of expenses over revenues 
from commute operations $ 5,274,100 

In conjunction ~ith its analysis of SP's revenue and 
expense allocations PW made the fo11a~in9 general observations 
relative to the carrier·s accounting practices: 

1. Financial Statements 
The SP maintains its general ledger and 
accounting records in accordance ~ith the 
uniform system of accounts prescribed by 
the Interstate Commerce COmmission. No 
separate general ledger is maintained for 
commute operations. The financial statement 
of revenues and expenses from commute 
operations is prepared by the comp~y's 
Bureau of Transportation Research. Data 
are compiled from various sources within 
the railroad, with a majority of the 
financial input supplied from the 
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~:countin9 department and with statistical 
in~ut provided by various operating 
('~epartmen ts • 

~rtain operating activities such as 
maintenance of way and structures and 
maintenance o~ ~~ipm@I1t I may fllictUdt~ 
Suhs~antial1Y from year to year due to 
ch4nges in the ~eve~ o~ theee activit~e~. 
There were no major nonrecurring programs 
during 1974 in the area of maintenance of 
equipment. Construction of the new 
passenger station in San Francisco, which 
commenced operations in July 1975, resu~ted 
in greater operating expenses in 1974. 
This construction project resulted in 
approximatoly $135,000 of additional 
maintenance of way and structures expenses 
and in increased switching and other 
expenses during 1974. Operations in lS75 
may be expected to be charged with similar 
additional expenses prior to the opening of 
the new facility, and subsequently, wi~ 
depreciation of the new facility, which is 
estimated to be approximately $35,000 annually. 

2. Alloc<'lti,?n of Comm2E-~~!t~ 
SF'S peninsula trackage is used for both 
passenger and freight services to local 
communities. Commute and freight 
operations make joint use of most of 
the ~ainline trackage and, to varying 
degrees, the related structures and 
facilities. Locomotive power utilized 
for both road haul and switching of 
commute trains is utilized in frei9ht 
service to varying degrees. Support 
services for the commute operations are 
also performed "off :ommute line" at 
locations serving commute and other 
classes of transportation service, the 
most significant of which are: 
a. Performance of heavy locomotive and 

car repairs at company shops located 
in Oakland, Sacra~cnto, and Roseville, 
California, and at other repair 
facilities as deemed necessary. 
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r. Western division administration at the 
division headquarters in Oakland, 
California, and at other locations 
servicing the commute area. 

c. System-wide administration of commute 
related activities in the various 
administrative departments of the 
railroad at the general offices in 
San Francisco, such as traffic, operating, 
mechanical, engineering, accounting, 
data processing, and other administrative 
departments. 

3. Maintenance and Depreciat~~ 
Replacement accounting, as approved by 
the Interstate Commerce Commission, is 
used for certain roadway properties (rail, 
ties, ballast, etc.). Under this method, 
the cost of replacements in kind and of 
losses on retirements are charged to 
mainten,ance of way and structures expense 
in lieu of depreciation. 
The composite depreciation method is 
used for depreciating all equipment. 
Under this method, the estimated 
average useful life of equipment is used 
to determine depreciation rates. No 
gain or loss is recognized on disposition 
of equipment. 
All depreciable properties are depreciated 
using the straightline method. 

4. Inventories 
Fuel is charged to expense based upon 
averaqe monthly purchase price. ~~terials 
and supplies are charged to expense at 
approximately the most recent purchase 
price. The expense of rebuilding spare 
parts is reflected in the expenses 
from commute operat:i.ons at the 
time the rebuilt parts are used. 
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5. Internal Financins 
No charge for intracompany financing, 
including financing of such items as 
working capital, deficit, and capital 
investments, has been reflected in the 
statement of revenues and expenses from 
commute operations. In essence, the 
statement reflects no return on the 
company·s investment. No provision for 
income tax benefits resulting from the 
excess of cX?enses over revenues from 
commute operations or from investment 
tax credits ~enerated by commute related 
qualified property has been reflected. 

In Section III of the summary report PW determined SP's 
net investment in certain major commute assets as of December 31, 1974 
to be: 
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TABLE 2 
SP's Investment In The Peninsula Passenger Service 

Commute 
Total ~ Amount 

Roadwax 

Tracks and right-of-way 
Passenger car yards 
Buildings - stations 
Maintenanee facilitiez and 

fueling stations 
Parking lots 
Construction in progress 

!..~.Ement 

Road loeomotives 
Passenger cars 

Less Accumulated Depreciation 
Roaclway 
Equipment 

Net roaclway & equipment 

Liabilities 

Equipment trust certificates 
Net investment in certain 

commute assets 

:;; 9,002,100 
3,490,700 
1,113,400 

2,476,900 
112,300 

1.5S3,bOO 
$17,749,000 

$ 5,781,100 
9,627,300 

SlS,4.14,400 
$33,163,400 

44.8% 
100.0 

(1) 

(2) 
100.0 
100 .. 0 

(3) 
100.0 

(1) Various, based upon square footage of 
each station used for commute operations. 

(2) 17.~1o for Bayshore and 33.~1o for San Jose 
based upon commute direct labor hours 
charged. 

(3) Each class of commute locomotive is 
allocated based upon unit mileage in 
commute service to total unit mileage 
for the commute locomotives. 
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$ 4,032,700 
3,490,700 

852,000 

535,400 
112,300 

1,553,600 
§10,576,700 

$ 4,690,700 
9,627,300 

S14,318.000 
$24,894,700 

$ 1,106,400 
7,509,600 
8,616,000 

$16,278,700 

$ 2,429,200 

£13,849,500 
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Road properties shown in Table 2 acquired prior to JUne 30, 
1916 are stated at amounts determined by the Interstate Commerce 
Co~~is$ion to represent approximate original costs. Subsequent 
additions and other properties are stated at cost and allocated to 
commute operations as indicated. Only property located in the 
West Bay corridor involved in commute service is reflected in 
Table 2. Equipment specifically assigned to cormnute service does 
not include equipment repair facilities outside the West Bay corridor 

or work equipment, switch engines, etc., partially utilized in 

commute operations. 
In Exhibit l-C (Append~ III) PW lists several general and 

specific recommendations designed to improve SP's accounting proce
dures. Most of pw'S recommendations have either been totally or 
partially adopted by SP and are now or will be in the near future 
implemented. 

~ SP Co~ute Traffic 
To evaluate the volume and growth of the potential commuter 

market an SP witness presented the 1950-1970 U.S. census, plus a 
January 1, 1976 estimate of the population residing in various 
peninsula communities considered to be within SP's commuter service 
area. A summary of the census follows: 

TABLE 3 

Inclu<:iing Excluding 
~ San Francisco San Francicco 
1950 1,121,090 100% 345,733 100% 
1960 1.509.734 135 769,418 223 
1970 1,940,860 173 1,225,186 354 

Jan. 1, 1976 2,056,960 184 1,351,360 400 

With the dramatic growth in population within the West 
Bay corridor one might reasonably expect SP to experience a like 
sro~th in its commuter traffic. Unfortunately, such a desirable 
result did not occur as more specifically shown in Table 4. 
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~ 
1951 
1952 
1953 
195e 
1963 
1966 
1970 
1971 
1972 

(1) 

(2) 
(3) 
(4) 
(5) 

(1) 
(2) 
( 3) 

(4) 

(5) 
(6) 
(7) 

TABLE 4 

SP Passengers (Rides Sold) 
~rie< -San Francisco Peninsula 

Total ±% 
Total 

Passengers ~ Passengers 
8,161,725 '" 3 1973 (6) 5,385,584 
9,200,623 ';'13 1974 (7) 5,523,185 
8,719,615 - 5 1975 (8) 4,719,679 
7,462,045 - 7 1976 v. 75 
6,336,523 - 0.3 Jan. 395,750 
6,393,l30 J. 3 Feb. 349,773 I 

5,825,553 - 5 Mar. 407,525 
5,483,762 - 6 Apr. 345,841 
5,439,053 - 1 

1952 - Greyhoune strike March 1 - May 20. 
1966 - Greyhound strike May lS - June 25. 

:!:% 
- 1 
-:- 3 
-15 

-12 
- 8 
- 0.02 
-17 

1970 - July 7 UTU (fireman) strike: September 15 
Teamsters (PM'!') December 10 four yard unions. 

1971 - May 17-18 signalmen strike; July 24 - August 2 
United Transportation Union strike. 

1972 - March 10 (herders) strike. 
1973 - BART Daly City service commenced November 5. 
1974 - Fuel crisis first 5 months: Muni Ry. strike 

March 8-1S, pickets also closed down BART 
service: AC Transit strike July & August: 
BART Trans-Bay service commenced September 16; 
Greyhound strike November 18-25. 

(S) 1975 - Recession affected traffic to some e~tent. 
October 17 work stoppage by railway clerks -
commute sorvice not operated. 

Rate Increases 
10/07/70 5% general fare increase. 
12/lS/71 l~h general fare increase. 
10/25/73 - 6% offset increase to recoup from railroad 

retirement tax change. 
12/22/73 - 11% general fare increase-

9/1S/74 - ~Io offset increase account rise in cost of fuel. 
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Table 4 shows that SP has experienced a general decline in 

commuter traffic over the past 25 years. This decline is well 
analyzed and doc1. mcnted 1ti the staff's t:,affic: and diversion study 

in this proceeding. (Exhibit 32). 
With the advent of multi-lane fre~ays such as U.S. 101 

and 280 (September 1973) in the West Bay corridor, plus the intro
duction of compact and intermediate size automobiles and vans, the 
private or pool-car type of commutation bee~e available to ~ost of 
SP's patrons. We must nevertheless note SP's complete lack of 
promotion or advertising of its Peninsula passenger service (except 
for one brief advertising campaign in response to an Order of 
this Commission). It is well known that the successful operation 
of nearly any business, including public transit, generally in
volves advertising and promotion of new patronage. Other private 
corporations, includinq transportation companies, advertise 
regularly in the various public media and promote their products 
and services through direct promotional campaigns. SP's failure 
to effectively market its passenger service is, therefore, even 
more glaring, and is likely responsible in good measure for SP's 
declining patronage in this market. 
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SP's Present and Proposed Fares 

The existing fare structure for SP's commute operations 
was established by Decision No. 82242 dated December 7, 1973 in 
Application No. 53666. The fare structure was then adjusted 
to reflect a railroad retirement tax offset fare increase of 6 

percent previously authorized by Decision No. 82004 dated October 
16, 1973 in Application No. 54267. By Decision No. 83419 dated 

September 1t, 19i4 in Application No. 54614 SP was authorized a 
fuel cost offset fare increase of approximately 8 percent. The 

farc$ established pursuant to this latter decision on september 
18, 1974 are currently in effect. 

A comparison of SP's present and proposed fares is set forth 
in Appendix B. Endeavoring to demonstrate that a 96.4 percent fare 
increase is justified, the~ully allocated costs" of SP's 1974 commute 
operations developed by PW (Table 1) were first adopted as the base 

rate year. The base rate year expenses were then indexed to April 1, 
1976 levelS. The adjusted results are: 
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TABLE 5 

SP's Estimated 1974 Adjusted Results of Commute Operations Under 
Present Fares and enses Indexed to A ril 1 1976 

("Fully Allocated Costs" basis 

CUrrent Year Increase (Decrease) 
De~eri£t10n Results 1914- .A%:1ount Percent 

Revenues 

PasGellger '1:/ $ 4,558,200 ~ $ 5,087,100 .$ (528,900~ (10.40)~ 
Station 44,500 :; 52,800 (8,300 (l5.12) 
Park1.ng ~z700 ~ 74z5oo ~10,800) (14.50) 

ToteJ. revenues $ 4, ,1400 $ 5,214,400 '$ ( 48~OOO) (lO.51)~ 

Expenditures 

Indexed expenoez & taxes $l2~01l,800 $lO,045.,000 6/ $ 1,966.,800 19.58~ ~ 
Advertising pro~~ 

385,000 ~/ 
85,900 (85.,900)(100.00) 4/ 

Persow 1n.jurie3 (~) 9,800 375,200 - ~ 
Depreciation, Motw&S 120,500 5~ 89.,loo 3l,,~ 35·24 
Depreciation, MorE 530,500 2 547,000 (16,500) (3.0:) 1:/ Equipnent rents 49,100 5.~ Cr. 800 49,900 
Equ.i:PDlent trust interest l72z5OO 5. l~z500 .i·23~ 22.78 

Total expenQi tures $13,269,400 W,,916,500 . Y,. , 2l.55~ 

Net Profit or (Loss) $(8,6:)3,000) $(5,702,lOO) $(2,900.,900) 5O.87tj, 

1/ Excludillg constructive pas.s reve:oue. 
]1 Actual for 12 months ending March 31, 1976. 
3/ .Annualized total 'based. on 6 months ending March 1976. 
4{ More than 100% 
">/ Actual as of April 1, 1976. 
~I Index of commute e~nGes to Apr1l 1., 1976: 

Amount Perce:ot 
Year lW± o't Total 

Labor $ 6.,329.,000 63~01 
Heel th & welfare 355.,800 3.54 
Federal payroll tax 1.,002,500 9.98 
C1 ty payroll tax 16,800 .17 
Ft.lel, trs.1n, Wld yard 505,~ 5.03 
Otb.er m.e.ter1a1 754/100 7.51 
Other expenses 587,000 5.84 
Other ~es 494:100 4.92 

~otal $l0.,04S,OOO 100.00 
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PeX'cent 
Increase 

20.96 
39.43 
19.66 
10.00 
25.81 
22.54 

Weighted 
InOl"esse 

13.21~ 
1.ljO 
1.96 

.02 
l.30 
1.69 

19.~ 
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The SP's estimated results of commute operations under 
the proposed fares, again based on its "fully alloeated costs H 

theory, are: 
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~E6 

SF T 3 Estimated 1974 Adjusted Results o! commute Operatlons Unde:' 
Pro osed. Fares and Expenses Inde.."(ed. to P:. rU 1 1 'n'-;..:.,;.6 __ 

ocs.ted COsts oasis 

1. Effect on Passenger Revenues 

Ridersbi'R Level 
Descri;Etion 1974 current 

Passenger revenues $5,087,)000 $5,)087,000 
Predicted ridersbip loss (2) O.~ 20.410 
Retained passenger revenues $5 ,68't , 660 $4,049,000 
Proposed tare increase 

(96.4%) 4,904,000 3,·90i·Ooo 
~otal expected passenger 

revenue: $9,991l OOO $7,952,000 

Net increase in passenger 
revenues $4z904zOOO $2~865.000 

2. Estimated. Adjusted Results of Operations 

Passenger revenues (1) $,9,991,000 $ 7,952,000 
station 52,800 52,800 
Parking 74.500 74,500 

'I'otal revenues l;U,0,ll8,306 $ 8,079,300 
Total adj. expenses 10,916.500 10.916.500 

Net profit or (lOSS) $ (798,200) $(2,831,200) 

(1) Excluding cOllstxuct1 ve paDS revenue .. 

(2) Predicted Ridership Loss 

$4,558,000 
O.octo 

$4,>$8,006 

4,394,000 

$8,952,000 

~~ ;?241,OOO 

$ 8,952,000 
44,500 
63z100 

$ 9,OEQ,200 
1~.2§2.400 

$(4,209,200) 

Ridership Percent Loss 
Fare Fare 

$4,558,000 
20.4~ 

~3,628,ooo 

3,491,000 

$i,125,oq? 

$2~567l000 

$ 7,l25,000 
44,500 
6~700 

~ 7,233,200 
1~.269.400 

$(6,036,200) 

PeX'Cent 
Fare Increase Zones 1-3 Zone::: 4-6 Avera;r.e 

i 

10 
20 
'3J 
40 
50 
75 

100 

4.0 
7.1 
9.6 

11.7 
13·3 
16.5 
18 .. 8 
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5·2 
9 .. 1 

12.1 
14 .. 6 
16.6 
20 .. 4 
23 .. 0 

. 

4.5 
7.9 

10.6 
12.8 
14 .. 6 
18.0 
20.4 
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Under the proposed fares, SP contemplates it will continue 

to exp~ti~nce o~~ating losses amounting to $6~036~200. This 
anticipated ope~nt~ng d0fic1t is $334,100 greater Chan the like 

operating loss incurred for the year ended December 31~ 1974 
(Table 5)_ With no allow8nce provided for predicted ridership loss 
due to the fare increase, it is esttmated that the net operating 
10S$ would be reduced to $4,209,200 or $1~492,900 less than 
expe~ienced for the year 1974. It is contended that the 96.4 percent 
fare increase will be productive 'revcnuewise, despite a 20.4 percent 
predicted ridership loss, because without such an increase the 
commute service is expected to incur a net operating loss of some 
$8,603,000. 

No~ithstanding these showings, it must be noted that 
suburban railroad fares have historically been set not on the basis 
of Ufully allocated" expenses but rather on an "avoidable above e the rail" expense baSiS, which will be considered under the diseussion 
of staff evide~ce, below. 

Sou~b~rn Pacific presented a diversion model, set ford, 
on Table 6, which predicts only a 20.4 percent diversion of SP 
passengers in response to a doubling of the train fares. It predicts 
this seemingly very low value of diversion and never predicts a 
more substantial diversion no matter how high the fares might go. 
While in fairness, it must be noted that SF stated its model is 
intended to predict diversion for fare increases of only the 
magnitudes under consideration in thiS proceeding, SP's model 
nevertheless does no~ appear to predict reasonable values of 
diversion for larger fare increases in light of the other models 
offered by the staff and the Assembly Office of Researchrand the 
av~il~bility of alternative transportation at costs 'below what it 
would cost to ride SP ~f its fares were to be raised so greatly. 
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The results of SP's studies of the comparative daily 
costs per person to commute between San Francisco and various 
Peninsula cocmunities via the SP or by private &uto (subcompact, 
compact, or standard) are presented in Exhibits 4, 5, and 6. The 
exhibits show that the daily cost per person to commute by private 
auto is generally higher for one person per car than the related 
daily commute costs via the SF at both present and proposed fares. 
vllien two, three, or foux persons ride in a single car, the daily 
commute cost per person via the SF is generally higher at proposed 
fares than the related daily cost per person by private auto. At 
present fares, the daily commute cost per person via the SP are 
both higher and lower than the like commute cost by private auto 
depending upon the number of passengers in excess of one riding per 
car. 

In Exhibit 24, SP presented a comparison of daily commute 
costs via SP at the proposed level of fares with the like daily 
costs per person (including the value of "dual purpose time 
foregone tl

) when commuting by a private subcompact automobile. 
The comparison suggests that the daily cost per person to comQUte 
via SP at the proposed level of fares is significantly less than 
the like daily costs incurred by a person commuting by private 
subcompact automobile when the value of his personal time foregone 
to commute privately is included. This concept of "dual purpose 
tiXDe foregone" was subsequently refuted by the staff. 

Several comparisons of SP's present and proposed fares 
with the like fares of other public and private utility transit 
systems were presented. One such comparison shows that the 
general level of SP's present fares is lower than the level of 
comparable fares applicable within several of the eastern 
metropolitan areas of ti1e United States. Two other similar com
pariSOns were made showing the present monthly costs to commute 
by Greyhound Lines, Inc. (Greyhound) or the Bay Area Rapid Transit 
District (BART) with the related monthly costs to commute via SP 
at present and proposed fares. The Greyhound comparisons are 
summarized in Table 7. 
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TABLE 7 

r.:onth1 v Costs to commute bv SF Versus Greyhound Lines, Inc • 
• • 

Greyhound 
20-Ri.4e 
Exc:ee4s 
Present 

Between Greyhound SF 5-Day South Pacific 
Sa:). Francisco 20-Ride X ~onthly 5-0a:i: z.:onth 

And 38. -Tri ':)s*' Byk Present proposed .. 

South San Francisco 31.05 15\ $27.00 $52.25 

San Bruno 32.87 21.7% 27.00 52.25 

r.!i1lbrae 32.87 21.7% 27.00 52.25 

Broad~.,ay 36.'2 15.6% 31.50 61 .. 25 

Bur1inga.":le 36.~2 15.6% 31 .. 50 61.25 

San :r-:a.teo 38.23 21.4t 31.50 61.25 

Hayward Park 38.23 21.4% 31.50 61.25 

Hi11s=.a1e 38.23 6.2% 36.00 70.25 

Bclreont 41.78 16.1% 36.00 70.25 

San Carlos 41.78 16.1% 36.00 70.25 

Red .... ood City 41.78 16.1% 36.00 70.25 

l' .. t!'l.erton 45.36 12% 40.50 79.25 

}1en10 Park 45.36 12% 40.50 79.25 

Palo Alto 48 .. 94 20.8% 40.50 79.25 

California Avenue 48.94 20.8% 40.50 79.25 

Mountain Vie,·, 54.45 21% 45.00 88.00 

Sunnyvale 58.13 29.2% 45.00 88.00 

Santa Clara 61.72 27.3\ 48.50 95.00 

San Jose 65.29 34.6% 48.50 95.00 

.Adopting the staff's factor of 38.6 trips per month 
to better reflect actual use of average CO~":luter. 

-l9-



A. 55131 FS 

The present monthly cost to commute by Greyhound between 
San Francisco and various Peninsula co~unities is shown in Table 7 
to exceed the present related cost to commute via SP in all instances 
by 6.2 to 34.6 percent, averaging less than 25 percent. This is 
clearly far below the magnitude of fare increase requested by SF 
in this application. 

Under BART's one-way fares, the resulting monthly cost 
exceeds the like cost via S? at present fare levels in all instances, 
similarly. And, as in the case with Greybound, the monthly cost 
to SP commuters at SP's proposed fares would substantially exceed 
the current comparable monthly cost via BART. 

The percentage relationship between fare box passenger 
revenues and total operating expenses of several local transit 
agencies was also compared with the like experience of SP. A 
summary of this comparison is: 

TABLE 8 

Comparison of Percentage Relationship Between Fare Box 
Passenger Revenues and Total Operating Expenses of Local 

Transit AgenCies and SP for Years 1974 and 1975 

Tra.nsit Systems 

Alameda-Contra Costa 
Transit District (AC) 

Bay Area Rapid Transit 
District (BART) 

Golden Gate Bridge, Higbway 
and Transportation District 

SP - Commute Service * 

Passenger Revenues as a 
Percent of Total Operating Expenses 

1974 1975 
(Actual) (Estimated) 

51 

18 

53 

50 

34 

2$ 

56 

*Note: Based on SF's "fully allocated costs" basis. The 
corresponding value using the railroad's avoidable above-tne
rail costs would be substantially more favorable. 
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Environmental Impact 

As a State agency, the Commission is subject to the 
provisions of the California Environmental Quality Act (CEQA) and 
the CEQA guidelines adopted by the Office of the Secretary for 

Ra~6urc~s. Th~ eCtml{SS{Cti.
' 
S ccm~i{anc~ ~{tb ~~Ol and th~ gu{d~l{ne~ 

~s $e~ £orth ~n Ru~e ~7.~ of the Comm~ss~onrs R~e~ o£ Pr4ct~ce 

and Procedure. The Commission policy stated in Rule l7.l(a)(1) is: 
nIt: shall be the general policy of the Commiss:Lon 
to adopt and adhere to the principles, objectives, 
de£initions~ and eritoria of CEQ~ and of the 
Guidelines promulgate~ thereunder in its 
regulations under its constitutional and 
statutory authority." 

Pursuant to a Commission Order Instituting Investigation 
into a method of compliance with CEQA we concluQed that: 

. 

" ••• the policy proviSions of CEQA (Sa 21000, 
21001) apply to rate proceedings but the EIR 
~rovisions of (§§ 21100 et s~.) do not. 
Tl~e Commissior. will conGrce= potential 
environmental impact in rate matters. When 
such issues are brought to light by the staff 
or other parties, appropriate findings will be 
made thereon. (Pub. Utile Code S 1705)" 4/ 

The Memorandum of Prehcaring Conference issued by 
the assignee examiner in this proceeding announced that environ-
mental data will be received. Accordingly, SP engaged the services 
of Reta/Nolte and Associates, Inc., a firm of consulting environ
mental engineers, to conduct studies required to determine the 
environmental impact of S?'s fare proposal wita respect to changes 
in traffic, air and water pollutants, noise, and fuel consumption. 
The results of the consultant's study are set forth in SF 
Exhibit 19. 

The objective of the study was to provide a comprehensive 
environmental impact assessment, concentrating on effects of 

4It the assumed diversion of SP's passengers to other modes of 

£7 Decis~on No. 81237, 75 C?UC 134. 
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transportation. The basic study approach was to determine existing 
conditions and to forecast future conditions resulting from SP's 
passenger diversion, then compare the two in analyzing the impact 
of the diversion. 

'!'he ~'Jest Bay commute corridor was tal,en to consist of SP's 
commute passengers and vehicular (auto and bus) traffic on 
Freeways 101 and 280 from San Jose to downtcwn San Francisco. 
Passengers diverted from SF were assumed to transfer to private 
vehicles (single and carpool) or one of several bus alternatives. 
The environmental impacts from these commute changes were analyzed. 

Since an exact estimate of the passenger diversion 
associated witb a particular fare increase is difficu1~ to quantify, 
each environmental criterion was analyzed and forecasted on the 
basis of an assumed total diversion of SP's commuters. The projected 
effects of other masnitudes of diversion were obtained by using 
apPIopriate percentage factors. 

For ~ost criteria the impact of total diversion is 
negligible and smaller magnitudes of diversion cause proportionately 
smaller effects. A summary of the individua~ environmental 
analyses, as presented in Section IV of the report follows: 

1. Traffic 

The ~esults of the traffic study show that 
clive~$ion of all commuters would increase 
average daily traffic (ADT) in amounts 
ranging from 3.0 percent to S.2 percent on 
Route 280 and from 0.8 percent to 17.9 percent 
on Route 101. The more critical parameter, 
peak ~our traffic, is csttmated to increase 
(3t total diversion) in amounts ranging 
from 14.5 percent to 23.1 percent on 
Route 280 and from 6.3 percent to 17.9 percent 
ou Route 101. The large increases (at total 
diversion) in peak hour traffic on Route 280 
at Route 92 where the large increase occurs) 
are not indicative of a significant ~pact 
on service level because there is adequate 
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capacity to serve the current and total 
diversion traffic in this area. The most 
sign~ficant traffic impact occurs on both 
freeways in areas in which peak hour traffic 
is already at capacity ana the diversion 
would result in substantial increases in 
peal~ hour volume. The most important such 
segments occur on both freeways north of 
the San Francisco County Line. In tl'1ese 
segments, the impact of total commuter 
diversion would be ~o aggravate stop-and~go 
{un5table traffic flow) operations during 
peak hours, and a spilling over of excess 
traffic into the hour followir~ peak traffic, 
adding to congestion. and delay. 

2. ~Toise 

rae noise analysis results showed that the 
commute~ diversion woule ~ot raise the 1975 
noise level by more than a fraction of a 
decibel on Route 280 or 101, which will not 
be perceived by rece~tors alo~ the highway 
routes. The ar~lysis was perfo~~ed in 
acco~dance with the Natic~l Cooperative 
Highway Research Program's Report 117 
Handboo!< method, used by the Zecleral 
highway administration anc approved by 
EPA. 

3. Water Ouality 

The results of the water quali~J analysis 
indica tee ~1at the percent increase in water 
pollutants ~rOQ hi&1way r~o~f from the 
clive~sion woulc be insi~i£~c~t, ranging 
from 0.5 pc=cent to 1.3~ perce~t for a~l 
water pollutants consic~re~. The analysis 
was based on the EPA report, Con~Libutions 
or Ui~an Roaclway Usaze to 'Hate:' Pollution. 

4. Ai:: Quality 

The results of ti1e air qualit}· analysis 
showed that ambient air quality was not 
degraded significantl~'. Air pollution 
emissions along Routes 2aO a~d 101 were 
f~d to inc=ease ~y no ~ore than two 
perce~t of existing traffic~zenerated 



A. 55131 FS 

emissions along Routes 230 and 101, and the 
average increase was determined to be approxi
mately one pe~cent. The inc=ease was also 
found to be less than 0.1 percent of total 
emissions fo~ San Francisco, San Mateo, and 
Santa Clara Counties. TI1e analysis was 
performed using data and methodology approved 
by the Bay Area Air Pollution Control District. 

5. Fuel CO':lsumption 

The impact of the diversion on fuel 
consumption was determined to be 
insignificant since g<!soline 
concump~ion woulc increase by only 
0.3 pe=cent in San Francisco, San Mateo, 
an~ Santa Clara Counties. In a~dition, 
reduced fuel consumption by SP, as a 
result of the passen§er loss, would 
furtber reduce this "igure .. 

6. Conclusions 

Staff Evidence 

The noise, air, water quality, and 
fuel cor~umption impacts caused by SP 
commuter civersion were founc to be 
negligible, cut ~1ey are all impo~tant, 
pa~ticularly when considere~ on a 
cumulative 1asis. The increase in peak 
hou~ traffic is the most significant 
impac~ create~ by commute~ diversion. 
This effect, which varies directly with 
the pe~cent of c~ter ~iversion~ is of 
concerc only at freeway zones in which 
existir~ peak hour traffic ~s alreaey 
at capacity. 

The Commission's Finance and Accounts Division (F&A) and 

Transpo=tation Divsion presente~ a series of staff studies in 
response to SP's ,ropose~ :are increase. 

The F~\ staff reviewed in considera~le detail PW's work 
papers for its :'£ully allocatee costs~' report (Exhibit 1). According 
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to the staff's analysis of the $10 .. 9 tlillion in 1974 (~nses 
developed by PW, only $I...~. 7 million is ~irect commute Expenses, while 

$3.0 million is ~erived from allocating systemwide expenses, 
and $3 .. 2 million is derived from allocating other company expenses .. 

SF aclopteci the PW 1974 adjusted results of commute 
operations as the base rate year for demonstrating estimated re5ults 
of operations under present and proposeci Zares witi~ expenses indexed 
to Ap~il 1, 1976 (Tables 5 and 6) .. The s~aff questioned Sp's 
failure to employ the 1975 adjusted ~esult$ of commute operations 
which had assertedly been developed by SF based primarily on PW's 
recommended methodology. Tbe staff correctly observes that a base 
rate year should be a recent ~7ear t'!."1at has been critically reviewed 
and verifie<i to be a no::ma1 test year. Waile the J?W's 1974 adjusted 

results of c~~te operations assignee a pro rata share of total 
SF system expenses to the commute operation u~der fully allocated 

cost procedures, the F&A staff contend that, stancing alone, such 
procedure cioes not s~ran~ee cor~istcnt ~c3sonable results when 
use~ to sepa~ate less than one perce~t of the total system ~~nses 
assignable to the commute operation. An F&A seaf! comparison of the 
1974 and 1975 aGjuste~ results of commute operations, utilizing 
SP's "fully allocated" theory, follows: 
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TABLE 9 

Estimatecl Results of C~te Operations for Years 
Ended December 31, 1974 and 1975 ancl as of April l~ 1976 

(:~Fully allocated costs" basis) 

Item -
Revenues 

2e$~enger ticket sales 
Imputed pass revenue 
All other 

Total revenues 

Operating Expenses 

Maintenance of ways 
and structures 

Maintenance of equipment 
Traffic 
Transportation 
General 

Subtotal 
Less: Nonrecurrin~1 

Total operating expenses 

T~es,oother than income 
Interest expense 
Rental for locomotives 

Total expenses 

Net loss from commute operate 

197411 -

$ 5,087,100 
423,000 
128,100 

$ 5,645,200 

$ 775,600 
2,155~00O 

lS2~500 
5,552,400 

647,900 
$ 9,263,400 

~340,200) 
$ 3,923,200 

$ 1,513,L.~OO 
140,500 -

$10,577,100 

$ 4,933,900 

197511 

$ 5,172,100 

$ 903,000 
2,264,600 

48,300 
6,430,400 

993 .. 200 
$10,639,506 

~5S8,200) 
$10,031,.300 

$ 1,621,800 
168,200 

56 z700 
$11,92~,60C5 

$ 6,755,900 

11 Price W~tcrhouse less nonrecur4ing expenses. 

Est. Curre~t; 
Results _, 

April 1~ 1976 

$ 4,550,200 

109,600 
$ 4,667,800 

$ 1,058,900 
2~479~SOO 

55,2~0 
7,006,700 

733,800 
$11,334,400 

$11,334,400 

$ 1,712,200 
172,500 
50,300 

$13,269,460 

$ 8,601,500 

~I Reported 1975 adjusted by staff. 
~I PW indexed to April 1, 1976 - unacljustcG by staff. 
'"§.I The staff recommends that 1974 and °1975 P'JI .::.djust:ed 

results of ope~~tions be further revised for nonrecurring 
expenSes as follows: . '. 

Item 
Total expense perPW 
Less: Depreciation expense on fully 

depreciated locomotives 

Tot.:l1 

Nonrecurring expenses: 
Relocation of S.F. passenger 

station and yard. 
Advertising 
Cost of PW study a.~d report 

expenses less adjustments 

... 26-

1974 
$10,"91"1,300 

(117,800) 

(135,400) 
(86,000) 

1975 
$12-;z;&;,200 

(101,300) 

(235,300) 
-(221 .. 60.0) 

$11,928,000 
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If F&A's proposed adjus~ents for nonrecurring expenses are 

adopted SP contends that Pvl expenses for ties, rails, and personal 

injuries should also be revised to reflect an established normalized 

annual basis. The F&A proposed adjustalents for nonrecurring expenses 

have merit provided the expenses are .~ualized as recommended by SP. 

The net effect of F&A's and SP's suggested adjustments to PW's 1974 

and 1975 adjusted results of commute operations are largely offset

ting. Again, it is noted that passenger fares for this service have 

historically been Set on an avoidable above-the-rail basis instead of 

on it fully allocated costs" .. 

SP states that its 1975 system freight operations reflect 

a recession year while ~h~ peninsula commute service remained ratner 

stable. Any efforts to separate less than one percent of the to:al 

1975 system expenses assignable to the commute service would make 

the resulting commute cy.penses vulnerable to the staff's admonition 

of "grave distortionsll
.. SP contends that the PW 1974 adjusted 

results of commute operations represents a reasonable normal test 

year. For this reason the 1974, in lieu of available 1975, adjusted 

results of commute operations were employed by SF as the base rate 

year for its calculations .. 

The Transportation Division staff developed the avoidable 

above-the-rail costs of SF's commute service for a constructed 1975 

test rate year as follows: 
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TABLE 10 

Staff Estimate of the Avoidable Above-the-Rail Results of 
SP's Commute Operations for a Constructed 1975 Test Year 

Description Amount 

Revenues 
~assenge= ticket sales $ 4,630,700 

Station revenue 44,500 
Parkini 63 11 700 
Equiva ent pass revenues 453 , 700 

Total revenue $ 5,192 11 600 

Ex\)enses 
Maintenance of 'Way and structures $ 99,600 
Maintenance of equipment 1,403,400 
Traffic 88,300 
Transportation 5,312,700 
General -
Taxes 144:1800 

Total expenses $ 7,048,800 
Profit or (Loss) Before Taxes $(1,856,200) 

!he passenger revenue shown in Table 10 is computed from 

the 1975 ticket sales. The total passenger revenue shown in Table 10 

compares favorably with the April 1, 1976 passenger revenues em?loyecl 

by SF (Table 6). The station revenue of $44,500 reflects SP' S 

annualized total based on actual revenues for a six-month ?eriod 

ending March 1976. S~ilsrly, the parking :evenues represent 

12 months' actual experience for the period ending March 31, 1976 

(SP Exhibit 21). In developing the commute expenses for the test 

year emphasis was placed on labor and allied payroll expenses stnce 

such items compris'e about 76.7 percent of the :O'Ul1 expe:lditu=cs. 

tabor expenses ~ere predicated upon effective labor ag~ecmcnts and a 

constructed number of SF employees 'Whose activities were in varying 

degrees ~s3iSDable to the pcnfnsuLa commute opera~icns. (Decision 

No. 82242 dated December 77 1973 in Application No. 53666.) 
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The staff's 1975 test year shows that the avoidable 
3bove-the-rai1 expenses for SP's commute operations amount to 
$7,048,300 which, in turn, exceeds estimated total revenues by 
$1,856,200. These are before-tax figures; the effect of income 
taxes is to reduce the loss considerably, as shown elsewhere in this 
ciecision. 

Staff Alternative Fare ProQosal 
Ibe Commission's Transportation Division staff recommends 

that SF be authorized a 25-pe:cent fare increase. The staff's 
proposal is conditioned upon SP's maintenance of the present level 

of commute service and will afforG public transit agencies time to 
implement their plans. 

Tl1e staff's results of commute operations for a constructed 
1975 Cest year (Table 10) do not include all the expense items 
classified as "avoidable costs" a.s that term is used by the I.C.C. 

~ Nevertheless we observe that the staff's presentation properly 
incorporates "aVOidable above-ehe-rail" prinCiples upon which fares 
are properly set for this service. However, SP developed from staff 
work?apers that $509,000 of direct labor was omitted from ti1e staff's 
test year eomputations. 
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The ,perating deficit of $1,856,200 computed by the 
staff for a constructed 1975 test year should be adjusted to include 
omitte~ labor costs of $509,000. Inclusion of Sp·s additional 
proposed adjustmentc to these figures is not justified in this 
proceeding since tbat would, in effect, constitute adoption of a 
completely new basis for fare determination for this service. SP has 
not established on this ~ecord sufficient or substantial reason to 
change from the historical "avoidable above-the-rail costs" basis by 
which its passenger fares, including those presently in effect, are 
set. To the 'contrary, the traditional methodology gives proper 
weight to toe true costs of tbe SP of the continued operations of 
its passenger service in this market unde~ the present circumstances, 
and should accordingly be maintained. 

The staff presented considerable evidence concerning the 
diversion of patronage that might reasonably be expected to occur in 
response to vario~s levels of S? fare increases. Several models were 
offered, reflecting a great deal of experience witb passenger 
diversions associatcci with fare increases. A new diversion model was 
offered based on SP's data but preeicting different values of 
diversion than tbose predicted by S~. ~ 
difference is ~hat, as explained by '~be staff, a proper 
analysis must reflect the knowledge that is known about the system 
under study. Here it is obvious 'toat fewer people will ride the 
train the higher the fares are raised, a~d nobody at all would ride 
if the fares reached, say, $10,000 per month per passenger. It is 
also clear that most passengers would leave the train much sooner, 
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prior to fares reaching such a high figure, and at all events a 
proper diversion model should predi:t zero riders (total diversion) 
at infinite fares, and relatively few passengers at very high fare 
levels. The staff diversion model based on SP's data successfully 
reflects this knowledge about the system, whereas SF's own model does 
not. Indeed, as pointe~ out by the staff, SP's model would predict 
that several thousand people would st:ill ride the train at a $10,000 
fare, which is an a;surci result. Although SP endeavored to preserve 
its model by stating that is was intende~ to apply only to fare 
increases of the magnitudes under consideration in this proceeding, 
these matters still render the validity of SP's model suspect in its 
conception, and pa~ticularly its diminution predictions for la~ger 
fare increases, tl,at is, those substantially beyond the previOUS 
fare increase experience of the company for which diminution 
estimates are, of necessity, primarily projectic~ns rather than 
interpolations of known data. 

Public Transit Agencies 

Pursuant to S2ctions 730.3 and 730.5 of the Public 
Utilities Code a filing notification of Application No. 55131 was 
mailed on Feb:-uary 5, 1976 t:o the va:cious transit agencies involved. 
Representatives from the State Ketropolitan T~ansportation 
Commission (l1IC), San Mateo Count)· T=ansit District (SamT=ans), 
Santa Clara County District, and the City and County of San 
Francisco (Muni), actively respondec to the CommissiooGs invitation 
to participate in this matter. 
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!here is a unanimity of opposition ~ong the public transit 

~gcncie~ to Sp1s proposed f~:e increase. There is also general 

agr~eme:nt that any adjustment :in SF's fares should be deferred until 

at least a public transit plan for the West Bay corridor bas been 

completed and submitted to the State Legislature for approval. It 

is asserted that any other course of action might have a serious 

adverse ~pact upon actual and potential ridership within the 

corridor before the transit agencies have had an opportunity to 

:implement their plans. 

A project director for MTC introduced a series of eXhibits 

pertaining to mass transit plans for the San Francisco peninsula. 

me's Exhibit 26 contains ~cerpts from SB 283 dated January 27> 1975 

which provides: 

"Sec. 14(a) The Metropolitan Transportation Commission 
shall conduct a study on alternative forms of transit 
development within the West Bay Corridor.. • • .. The 
study shall be directed to determine the feasibility of: 

:'(1) Upgrading the Southern Pacific Transportation 
Company's commuter service to a transit service 
level. 

11 (2) Extending the San Francisco Bay Area Rapid 
Tr~sit District's service from Daly City :0 
San Jose .. 

" (3) Extending the San Francisco Bay Area Re.pid 
Transit District's service to the San Francisco 
International Airport and upgrading the Southern 
Pacific Transportation Company's service from 
Millbrae to San Jose. 

11 (4) Implementing other transit alternatives. 
11 (b) The collttllission shall submit a report on its 

study to the Legislature no~ later than January 1, 
1977." 
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In response to the Legislature's directive the MTC 

activated a Pentnsula Transit Alternatives Project (PENtAP). A 

list of approximately 25 preliminary transit alternatives were 

developed by MTC. We.understand that the list was subsequently 

:reduced to five transit pl2.n.s, one of which, having ~en recommended 

to the Legislature for approval, provides: 
Al ternative B 

1. Improvement of the SF service as the principal 
element of corridor transportation including: 
(a) Improvement in schedule reverse peak hour 

service (southbound a.m. and northbound p.m.) 
and service to peninsula stations. 

(b) Modest off-peak schedule fmprovem~ts. 
(c:) Modest improvements to stations and parking 

facilities. 
All ~proved service should be operated by the SP 
under a purchase of serv'ice or other agreement; 
airport connection to be provided by shuttle bus. 

2. Retention of the present termina.l loca.tion in 
San Francisco at 4th and Townsend Streets but 
proviSion for ~proved collector/distributor 
serv'ice with buses serv'ing major destination arc.::s 
in San Francisco. . 

3. Provision for supplemental express bus service on 
Highways 280 and 101 uSing Ittrunk and branchii 

operations serving peninsula communities, San Francisco 
and San Jose airports, and San Francisco. 

4. Provision for :improved facilities for bus movement 
on Highway 101 from Highway 380 no~th to Highway 280, 
either through construction of additional lanes for 
high-occupancy vehicles within existing right-of~ay 
or deSignation of existing lanes as bus-preferential 
lanes. 

5. Inclusion of direct bus access ramps to the Transbay 
Terminal in any future connection of Highway 280 from 
3rd Street to the Bay Bridge. 

6. Coordination of corridor service with the local transit 
systems in Santa Clara and San Mateo Counties to insure 
adequate feeder service and to meet the needs of the 
transit dependent popUlation. 
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7. Provision for public acquisition of the 3.4 mile 
segment of SF right-of-way at the north end of 
San Bruno branch if SF is successful in its current 
application for service abandonment. 

Representatives from SamTrans expressed an urgent desire 

to conduct negotiations with SP relative to developing a mutually 

satisfactory joint progra:n to implement transit plans to the extent: 

th:lt they involve SP's commute service. Such negotiations would 

include an arrangement to provide SP with whatever subsidy was shown 

to be justified. SamTrans feels that various forms of subsidy appear 

open to negotiation, but a. form of purchase service agreement appears 

to be most feasible.~/ 
SP's current position is that a subSidy, in any fo~, is 

e totally unacceptable.. To date, SP is willing to discuss only those 

arrangements necessary for an outright sale of its peninsula cocmute 

service to an appropriate public authorit1. 

Certain transit authorities have suggested that the 

assistance of this Commission be solicited to monitor the discussions 

by the various p~:ncipal~ involved. 

2/ The Mills-Alquist-neddeh .t~ct authorizes transit districts and odler 
operators to file claims with the transportation planning agencies 
for fundS to support public transportation systems. For claims 
filed to cover subsidy payments to railroad corporations sec 
Sections 99260.5 and 99267 of the Public Utilities Code. 
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Other Parties 

The Peninsu:.a Commute & Trans1.t Comm.:l.ttee (PCTe) played 

an active role throughout the proceeding on behalf of its membership, 

who are chiefly regular patrons of SP's passenger service. Its 

opposition to SP' s fare proposal in general supports the position 

taken by the several transit agencies. '!'he opposition of the other 

protestants is directed more toward the magnitude of the sought 

increase rather than being opposed to any modest upward adjustment 

in fares. 

An interested party requested that: the present age 

limitation of 26 yea.rs for student discount fares be eliminated. 

While this proposal bas some merit it is not justified at this time. 

tt Discussion & ~commendat1ons 

'!be destiny of SP' s cOtDmute service is now in jeopardy. 

It has experienced a steady loss of riders over the past 25 years. 

Except for a possible inconvenience factor, due to location of SF's 

fixed termini~ and the improved r~d networIc., the only apparent rea.son 

.for this unfortunate phenancoon is SPls complete failure to advertise 

or promote its passenger service in this market. 

To the extent that there is a need for more revenues, the 

only immediate viable sources for generating additional revenue are 

a reasonable fare increase, and possibly public transit subsidy and/or 

a purchase service agreement with the existing transit authorities. 

SP contends that the only solution to the revenue needs of 

its commute operations is to double its passenger fa.res. SP' s 

pOSition, as so eloquently expressed by its vice president. is that 
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. . . . 

it 'to1ould find P lblic subsidie.s "unacceptabletf
• 

The local peninsula transit agencies have made a genuine 

effort to negotiate with Sl? for a joint partnership arrangement to 

implement the public transit plans for the peninsula. The record 

shows SP's management has declined to discuss any joint transit program 

calling for subsidy financing or purchase of service agreements by the 

transit districts. This refusal by SP management to explore or even 

discuss what appear to be reasonable prospects for additional revenues 
and service improvements 

As inexcuseable. It reflects an utter disregard, or at least clack 
of 

of basic understanding,/the SF's public responsibilities as a regulated 

e carrier of passengers in this State. This inflexible posture against 

cooperating with ~e duly constituted public transit agencies of this 

region to negotiate possible additional revenues to SF would, 

parenthetically, seem to work a considerable disservice on SF's 

stockholders, as well. 

It is clear that rail commuter service is an indispensable 

part of transit on the San Francisco peninsula. It must therefore be 

preserved and every available avenue must be explored to assure its 
. 

survival and improvement. Southern Pacific has the public 

responsibility to negotiate in good faith with the public transit 

agencies to obtain whatever subsidies it can to further enhance . 

this vital passenger transportation service. 
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As pre .viously discussed, Sl? has not demonstrated sufficient 

or substantial reason to change the traditional avoidable abovc-the

rail ~sis for detem.ining expenses and setting fares on this service .. 

Accordingly, the staff's results of commute operations for the 

~onsttu~t~d t~st 1~ar. 1975 at~ tha prop~r figures to ado~t in this 
proceed1ng, wi1:h ebe adjustmene of ~509,OOO of addi.ti.onal. d:Lrece 

labor expenses as developed by SP A 'I'be estimated results of 52' s 

commute ope~ations are thusly: 
TABLE 11 

Est~ted Results Of 
Commute Operations Under a 25% Fare Increase 

For a 1975 Test Year 

'i'lit:h 25% Fare 
Zero 

Present Fares Diversion 

Revenue $5,192,600 $6,463,.000 
~penses* 7,557,800 7,557,800 

Deficit $2,365,200 $1,094,800 
Amount Absorbed by 

Income Tax _1,409,500 831,000 

Actual Cash Drain $ 955,700 $ 263,800 

Increase** 
8 Percent 
Diversion 

$6,000,000 
7,557,800 

$1,557,800 

1,062~500 

$ 495,300 

* Corrected to include the additional $509,000 of labor expense 
as developed by SP. 

** SF' s original pos ition was that there ~10uld in effect be no 
diverSion for a 96% fare increase. SF's later diversion model 
predicts a 7.9% diverSion for a 20% fare increase and a 10.6% 
diversion for a 30% fare increase. . 
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The staff recommenced 25% fare fncrease is reasonable as 

it ~7ill raise SF fares to a levei not uncompetitive ""ith the available 

t'ransportation a.lternatives in this market, and will generate 

additional revenues to substantially reduce SF's $955,700 loss in 

providing this service. 'With no diversion of passensers, as per SF's 

original position, the loss ~o1ould be reduced to $263~SOO per annum. 

Allo.,."ing for diversion o~ 87., a value consiste:rlt wi.th both SF's mociel 

and some of the other evidence ill this proceeding, the loss will be 

$495,300. Raisin3 the fares higher than the 25% recommended by the 

staff would result in raising the cost of patronizing s: far beyond 

that for the available transportation alternatives, ~:ith the li!<eli-' 

4It hood of substantially increased diversion of SP's present passenger 

base. For example, the staff has sh~·m that about half of S:?I s 

pres=nt pa$sengers could be expected to leave the train if the fares 

were doubled, as sought in this application. A.ny such massive 

diversion of SP's patronage (even the 2C.4% predi.cted by S~) would 

seriously jeopardize the future of this vital passenger transporta

tion service. 

The me's ?:r:l.'TAP report was submitted on December 30,1976 

to the Legislature for approval. The plan calls for the upgrading 

of rail and bus service 'to1ithin the West Bay corridor. '!he plan 

contemplates the improvement of Sp's passenge:o rail service as the 

principal element of corridor transportation. It is essential that 

the present ridership base be preserved for the futu':Ce development of 

transit in this corridor. At the same time, sufficient justification 

exists on this record to raise the fares by the 25% recommended by 

the staff. -33-



A. 55131 - Alt. - RDG/rac 

Southern Pacific l'roposes that we use fully allocated costs to set rates 

for its com.mute operations. We note inconsistency on Southern Pacific's part in 

its rate making approach for passengers as compared to freight. In Ca.se No. 9424 .. 

" 

Decision No. 82645 (1974) BBD Transportation. et a1. v Pacific Southcoast Freight 

Bureau, et al. , the position of both Southern Pacific and Santa Fe was that in 

establishing rates fully allocated costs should not be used. We quote our summary 

of Southern Pacuic's testimony in Decision No. 82645 (pp. 27, 28 mimeo): 

The SP cost witness testified in opposition to complainants' rail 
cost evidence. He stated that fully allocated cost for a specific 
move would be the variable cost plus some arbitrary allocation of 
the overall fixed expenses of the operation. He said that any 
allocation of fixed expenses would be arbitrary because it would 
have to be based upon past traffic volume which would have no relation 
by definition to a specific movement. He said: '... any fully 
allocated cost, I would term it a statistical fiction, it's just an 
arbitrary allocation of expenses that bear no relationship to a given 
move.' He noted that the fully allocated cost method in Exhibit 9 
introduced by complainants I cost witness was on the basis of a 
pro rata share of tons and a pro rata share of ton miles for a given 
movement. He stated that this method penalizes a more efficiently 
loaded or fully loaded car by assigning a greater share of the fixed 
costs than would be assigned to a lighter load. He said that a fully 
allocated cost basis would put a high burden on an operation which is 
operating below its full capacity by assigning a full share of fixed 
cost to a relatively st..lall number of moves. 

The SP cost witness asserted that demand elasticity exists 
where an increase in the price of a commodity will drive of! business 
to the extent that the total revenue drops with a raise in price. He 
said that if SP was forced to set a rate at fully allocated cost it 
would drive off traffic which could be carried between variable and 
fully allocated cost and the railroad would be in worse net revenue 
pOSition than by using variable cost. He explained that if traffic is 
driven off there would be less traffic to share the fixed costs, so that 
there would be a greater fully allocated cost for each move which, in 
turn. would drive off more traffic. He rationalized that the end 
result would be a railroad with a high fixed cost and no traffic. He 
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contended that it is not possible to price railroad services on a 
fully allocated cost basis. He said if a railroad were operating 
at a systemwide loss it still should not price on the basis of fully 
allocated cost. It was his opinion that variable cost is the only 
consistent and rational basis for determining the amount above 
which a load should be carried. 

Southern Pacific's testimony in Case No. 9424 points out the serious 

problems with using fully allocated costs to set rates for its commute Sel" vice. 

Different approaches to ratemaking and pricing lead to different results. We 

would expect that variable or direct out-of-pocket pricing would have produced 

a lesser revenue requirement than the fully allocated cost approach which 

Southern Pacific used for this proceeding. We are of the opinion that applying 

variable costs is the meaningful method of determining Southern Pa.cific's revenue 

requirement for its commute service. 
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Findings 

1. The SE' s San Francisco ?e'l'1insultl pas.3enger fare 

structure was established by Decision No. 82242 dated December 7, 

1973 in Application No. 53666. By Decision No. 82004 dated October 

16, 1973 in Application No. 54267 S~'S fares were increased 6 percent 

to offset a railroad retirement tax increase. A fuel cost offset 

fare increase of approx~tely 8 percent was authorized by Decision 

No. 83L~19 dated September 11, 1974· :in .Application No. 5l~614., which 

are the fares currently in effect. 

2. Sf r S passenger traffic has generally eroded for several 

years. It appears that the reasons for this unfort:1.Ul.ate phenomenon 

include the improvements in the local road system and S!?' s near

complete failure to advertise and promote its peninsula passenger 

train service. 

3. SF now seeks authority to increase its passenger fares 

by 96.4 percent to provide additional revenue of $3,497,00C, "'hich 

does not include increasecl constructed pass revenue amounting to 

approxima~ely $891,067. 

4. Fares for this service have traditionally been set on 

an avoidable above-the-rail basis. 

5. ~ has not demonstrated sufficient or substantial 

reason to adopt any basis other than the established avoidable 

above-the-rail basis. On the contrary, this basis gives proper 

consideration to the actual expenses to sr: for ~e continued opera-

e tion of this service under the present circumstances. 
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6. rae staff Trans?Ort:a.tion Division's results of 

operations, as modified to reflect $509,000 of additional labor 

expenses, should be adopted for pu.-poses of this proceeding. 

7 .. SF is los inS $955,700 under present fares, and this 

loss ~,ill be reduced to between $263,800 :md $495,300, depending 

on diversion, if the fares are r~ised 25 pe:cent. 

3. Pi. 25 pe:cent fare increase 't'1il1 raise the cost of 

traveling by SF to a level not uncompetitive with the available 

transportation alternatives :in this mar!.:et. 

9. A fare increase lar3er than 25 percent would raise 

the cost of travel. by SF to a level uncompetitive with the available 

transportation alternatives :in this market, with consequent greater 

diversion of passengers from S12 to other modes .. 

10.. '!b.e SF divers ion model is largely tmreasonable in 

that it does not incorporate significant !'Jl0Wll facts concerning the 

choice of travel modes by passengers.. This fault is especially 

significant for fare increases of greater magnitudes than SF has 

recently experienced (e.g.: above 20 or 25 percent); the staff 

diversion est~tes for larger fare increases are reasonable tn that 

they do reflect the ltnowledge omitted in the S?'s model. 

11. No sufficient showing has been made upon 'toJhich a 

deter.:n:i.n.=l.tion can be made tha.t St-' s overall intrastate regulated 

operations are anything but profitable. 

12. me' s PENT~ report to the State Legislature, dated 

e January 1977) recommends the improvement of SP's service as the 

principal element of West Bay corridor transportation • 
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13. The th::::ust of the several public transit agencies' 

opposition to S~'s fare increase is its potential adverse impact upon 

riders and the resulting debilitating effect upon any effort to 

implement their corridor ttansit plans. By all evidence, these plans 

are active and pending of implementation in the foreseable future. 

1[:.. The transit agencies have made a genuine effort to 

negotiate 'to7ith S? for a joint partnership arrangement to im.plemcnt 

their plsns for transit on the pen:insu~. S:? has rofused to negotiate 

anything but a complete buy-out of its entire passenger service. 

15. This refusal by s:; management to negotiate in good 

faith for wt1at appear to be reasonable prospects for additional 

e revenues is ine~cuseable, and reflects an utter disregard, or at 

least a lack of basic unclerstanding, of SF's public responsibilities 

.as a regulated carrier of passengers in this State. The public is 

entitled to benefit from ~1hatever improvements in se:::vice might be 

forthcoming from such subsidies; the public policy having clearly 

been set forth to commit public reSourceS to improving tracsit in 

this region. 

16. A prima facie case having been made that public 

monies in some fOr::l arc rlSasonably availabla to :hiS G~rvieG, and 

that S:E' has to date refused to negotiate in good faith for such 

monies, SP is not entitled to any fare increase greate= than that 

sranted herein. This is an additional sufficient and inde!?endent 

reason for our decision to limit the fare l.::crease we. ~7ill grant to 

25 percent. Indeed:J this factor could by itself provide justification 
for outright dismissal of a fare increase application by a regulated 
carrier. 

-41-
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17. Pursuant to the Cocmission policy enunciated in 

Decision 1'10 .. 81237 ~ 7S FUC 134·. where we held that alt:bough the 

policy provisions of CEQA apply to rate proceedings, the EIR 

provisions do not, extensive environmental impact data were received. 

18. '!he environmental effects with respect: to changes 1n 

traffic, a.ir and ";'late't' pollutants, noise, and :i:-uel consUlllption were 

thoroughly analyzed and forecasted on the basis of assumed total 

Olbnndonment (diversion) of S~' s peninsula passent;er service. The 

effects of other magnitudes of diversion were proj ected in ten 

perc~~t increments. 

19. At total diversion the ?eal<-hour traffic would 
on 

increase significantly/existing freeway Routes 101 and 280 in areas 

north of the southern San Fr~cisco county line where peale-hour traffic 

is already at·capacity. In these route segments the impact of total 

diversion 't'lould be to considerably aggravate stop ... and-go traffic 

during peak hours.. Significant automobile tra~fic increases ~lOuld 

likewise result from any substantial diversion of S2 passengers, as 

would for example, likely follow fare increases much above 2S percent. 

20. The consequences of a fare increase of 25 percent or 

less will not have a significcnt effect on the quali'Cy of the 

enviroot:lent. 

21. The adverse environmental consequences of significant 

auto~obi1e traffic increases in this corridor constitutes an 

additional sufficient and indcpelldent reason for our dec is ion to limit 

e the fare increase ~le 't'lill grant to 25 percent .. 
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22. No sho~]ing has been m.ade~ nor can it reasonably 

be inferred~ that S?'s overall intrastate regulated operations either 

are now or would operate at a loss following the granting of a 25 

percent fare increase on the peninsula train service. Neither could 

it be reasonably inferred or concluded that an operating loss of 

under $5QO~OCO for this vital service could possibly constitute an lm

due burden on interstate commerce, even if~ ad arsuendum_ SP were to 

sr.m~ that its to~al intrasu::te regulated operations were unprofitable. 

Conclusion 
'!'he evidence :in this proceeding justifies the issuance of 

the following order. Q. g, DES 

IT IS ORDERED that: 

1. The Southern Pacific TransI?Ortation Company is 

authorize:! to increase the level of its passengers fares on the 

San Francisco peninsula by 25 percent as set forth in Appendix C~ 

attached. 

2. Tariff publications authorized to be made as a result 

of this order shall be filed not earlier than tbe effective date of 

this order and may be oade effective not earlier than five days after 

the effective date of this order on not less than five days' notice 

to the Commission and to the public. 

3. The authority granted herein to increase fares shall 

expire unless exercised ~1ithi:c. ninety days after the effective date 

of this order .. 

4.. '!be joint petition to require the prepa~ation of an 

e er.vironmental impact report filed by !he Peninsula Commute and 

Transit Committee and by the ?lanning and Conservation League is 

denied. 
-43-
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s. To tee extent not granted by this order all outstanding 

motions anG/or petitions of record having been fully considered are 

denie:1 .. 

6. The Southern Pacific Transportation Company is directed 

to post tmd ~intain in its passenger cars operated in suburban 

service on the S~ Franci=co peninsula .and in its depots at 

San Francisco, San Jose, and intermediate stations a notice of the 

increased fares bere:in authorize::!. Said notice sOOll be posted not 

less than five days prior to the effective date of the increased 

fares and shall remain posted for a period of not less than thirty 

days .. 

'I'be e:i:fective elate of this order shall be twenty days 

after the date hereoi. 

d Dated at ___ S:Ln __ :F'ran_' _08_'9(:_0_. ____ , Cali:2omia, tbis.--.oIfrh .......... __ 

) JUty day of ____________ , 1977 .. 
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APPEl'-."DIX A 

LIST OF APPEARANCES . 
App lica:lt : • !h.}l§l1:.~.:aV l·Ti l~cn and :r-=a;ry J..... W~lI-:e!'~ Attcrneys a t La~7) 

fer Scutae=n Pac~tic Trensportatic~ Co~p~y. 

Protestants: Hanson, Br.-idgett & ~1arcus, by Bruce Mr.!}~nr.>~Jgh, 
Attorney at Ulw; ~I!d R~-:'~rt Eft No:T.~ for. San 1"'..a1:Co County 
T=~nsit District; ~,~l A~ Smith, 1~~and __ M .. ~enocal, Te;;y K. 
~~~l"Ph!, ~t~:!:' V.. t~rh.:~r.Ci, .;.. l~nt1:;?ny" rrl1ne, and g~d~a K .. , Ro~ers, 
AttO:'''i:'4CY c.t L:::.to7. (fo:- sel.:!:), fer Pcnir~;,:IaCc=ute Ct Transl.t 
Co=ittce; t'li:i.lia1ll C" Bt~rns) fo:: ::;e1f a~d Valley Ccalition, .. 
T::.ln:;it Tas~F'o::c~: De:lr.i3 1-1. DeCuir, Attomey at taw, :for 
City of Palo Al~o;" g,~~IjTl~ ~o:r Bay Area Citizens AC:ion 
teague; l{et.:r. LC71.n, tor Ti.u:ce Coi:obl.ned Leagues of Women Vo .. ers, 
S.ln Nate::> C01J:lCy; Cente:: for Law in the Fu-::>lic Interest, b7 
:-!..ohn Rft PhilliFn:' Attorney at Law, for Pl:lnr..ing and CO:lse::v~tion 
LeClSU~ and P2nnsula Co:cute & Transit COll'C:llittec; Alfons Pul.shes, 
Attorney at Law~ for self a::ld Peni:lsuJ.a Commuters Union; ... 'To!"'!!. 
E~~illy~ l~uT.cnce Dawson~ Gary Klemcntovich~ and Rebert w. N~ylor, 
Atto-=ney at r:;a:"'1, tor themselves; and Taomas O'COIlIlO::, City 
Attorney;) by Robl2rt R. L',lup-head, for City and County of 
Sc.n F~ancisco. 

:r.tcrcsted ?a.r~ies: Louis 3, .. P2,:ean, State Assecblymar;, for 
Ci:tizens of !\,orthemSan Hateo Ccu."'lty; Don Fields, fo::" 
Asse:obl~n louis Papan; Gco:::~t2 ~.1.. Nicke.L.son, fo::" County of 
Sen Y.o.?teo; Louis Monti:'li, for County of Scnta Cla=a; Alva 
.. TOMson, for !~cttopolitan Trc:nzport.:.tion Ce::::::nssion; ~~s .. SV1",ia. 
11;'. Siegel, for Toward Utility Ra.te Norcalizction; Ricr"..c.ra i·~ .. 
h"'nncn~ Attozncy at L:.i':, ~nd Dale C .. .Jcn~c2n) fc= Grcynound 
L::'nes, Inc.; Francis H.lrdin~ for \'lilsey & B.aI:l; Halb.ce A .. Lit-::lc, " 
fo:- Fire of Account::':lts fo: Public Interest; t'1il1.iCtl S't!'jjj' .... ::!:, 
by r·r~.c1"..ae 1 ?>~~coo.bc=, fo:: ~lifo:rni~ Air Resources Board; at:.d 
Jzm2~ E .. Merritt, A'e:orncy at Law~ W ... H .. Stielow, Joseph E. 
'ferracia.r,c, Attomey at 'Lat': J'cffr-ey P. Grc1man, Attol."'tley at: Law, 
~hom2~ Go M~toff, Ann Eliz~bc~Stcnzel, Betty Bullock, D~vid M. 
A~21ra4, Terry Ara~cn, 1-15:3 o::::'e Nau~t:on, "1.1icnac! J. Gia::i, 
John R .. E::=, Attomey at tAw, and vlliam E. Turpen, for 
thcmselve~. 

Co::::ni::sion Staff: Lionel B .. Wilson and Vincent MacKenzie, 
Atto:neys at I.aw~ HfO R .. webster and RoSert :Sou~"1et. 



.. -.. --

eo .... ... 
? 
i! ........ 

-, .... .... .... 
~ ....... 

;.... . ... ~ 
e~ 

.; ... 
~ or 
8 ........ 
~=~ 
~- ....... .. =;:~ 
... ~ 6_.-
~-~.-
:.=~~ 

~ I ~l! 
000 _ ..... 

I oj':' .;. 
r. "'" - ...... 

_ ... 

1 ~ ;;~. ~=!~ -- .. --H -... 
:1,"'''' .. - :?2 :J.,--~ a. .. --:~ 

~ .. i • .. .. . . . ... ~ ~'" ~ -... ~- .... -.. .... 

8-00 _ ... i ~~ • ';,j,';' 
.... 

~ ~g 000 ......... 
S ... ~ .;. • ... "'_ ..... 0;1'-" 

z I :;~ g ..... o -.. • 0- ........ ... -.... 

.22 a:::~ 

.,. ....... 0-, ..... ...... -... -

.:. ... .,.. ... "" ..... -.... 

0-

00 _ ... 
..... 
..... 0 
0-. . -... 

..... .,. --.. _ .. 

... -
~ ........ ... 

• .,.. .. -... --
~~a , . . .. 
~~~ 

"'- ... 
_0 ~:::t 0-· .. . . . -... 8) .... CO ... -
=~ ~:8 · .. .;.,..;,~ ... '" .. -.. 
""0 sr."'''' .... - ",II' · . • . .. _ ... --... -
3~ 8S:: 
..-u., , ... .;...;. .... -.. 
000 """"'..,... 
"":~. ~~~ _ .... "'0"" .... -... 

~~.~::2. ~2 
_~ ...p_V\ ". .. 

0 .... .... .,. .. .. . .. . .. "' ..... .... --
OC;> .... 
~ .... -t .. • ,. 
", ... to> -- ... .1-'" 

0 .... 0 
0-• or""'" .. -

~s:::g.28 
.::.~.:..:...;..,.:, "".,..- ,.. 

-.. ... 
'S: 

8 ... .. 
:~ 
<.-~ .. ... 

.... c~ .. ~ 
,.,.",Iiw"",". _ oJ 

1- ... -' !. 7>.II!' ... -..... ~,.,. .... -=. 

....0"'<;'0 ... 
'-:~~~-:~ 
4'11fJV'\- .... """'~ 

'ttQVI-J!' 

..... 000"''''0-
~~~~~~ _illla_". N -- ... 

-. 
'" ... 
!: 

~ 

.. ~e~ 
~ .... -1\ 

J~!~~ 
,,1,; .. ~ 
~:.~:;~ 

;~~~~~ 
_~.('III\OV\ 

..... oj'IIIf!._ ... 

-. .. ... 
> 

... l: --0'" ... ... ... ~_G 

:J:;~~~ 
fJ=~~ !:! ... ~ ..... -

"' .... -... g,," 
t '"' .... 
..0 .... ...- ... 

e~:'8~~ • .;~::=~ 

-. .. ... 
> 

i 
~ 
~ 

~ c .-ceo; 
.... " .. Jh ::1- 4C' _0 ... 

...~::g:; 
~~~~~ 

> ... 
~ ... .oJ - .. 

~2"~ .. .. 
&:;;~~ 
"'4~ ... 

~2 ~ ...... .... · . . . "' .. '" .. .. ....- ..... 

..... 0 ~~~ 
~-: · ,:":': --

~_o ....... =~ . .. .. .. . 
...... ....\4> ... 

\4>-.i 

... 0 ~"'.,. ...... ... "" ... . .. _ ... 
""8)-... ... 

00 ~~; ~~ • ..... .. .,..~ ...- .. 
00 .,. '" '" ....or ... 0'" · . ~O ... -... --

0 ..... 0 
~o-. .. . . ........... .. ....... 

""'0 -"100'00 
q- ,... ......... ... . . .. ..... ~-., ,1-'" 

~~.~~~ N., C"" ........ .JI--

~:! -.. :5 .... 

~:~~ .. ~ 
~~Li~ 



...... .... -
"=0 ... -

.. 

90 
.... 0 

'" ... .... -

... 

~ 
.... .:.. ....... 
~.,; ... .... 

~ ~~ .. ...... ... ...... 

... ... ,.. .... 
,.:.~ 
"'-

· ... 

J ... 
'i ... 
! ... 
~ • ... 
• -



i.l'PZ~':D:c.. C 
Pase l.of 2 .~ 

RECOMMENDED FARES 13E'I'WttN 
SAN FR.ANC!SCO-SAN JOSE AND INTERMEDIATE STATIONS 

BETto1EEN SAN 
FRANCISCO 
4th ST. 
23rd ST. 

CLASS OF PAUL AVE. 
ANO TICKE'l'S BAYSRORE -

San Francisco One Way $ 0 .. 95 
'l'exm1n.a1. Round 'trip 1.90 23rd Street 

P.'lul Avenue 
Bayshore Zone 1 

ZONE 1 One Way $ 1.·45 $ 0.95 
BU'tler Road Round Trip 2.90 1.90 
So. San han .. Mo .. (5-D. Uk.) 33.75 
San BX"I.1no Monthly 36.55 30.00 
Millbrae W~~k1y 9.70 7.70 

20 .. Ride 24 .. 40 16.50 Zone 2. 

ZONE: 2 One Way 1 .. 70 1.30 $ 0.95 
arQildway Round Trip 3 .. 40 2.60 1.90 
Burlingame Mo.(5-D. Wk.) 39.40 
San l-13teo Monthly 42.80 35.60 30.00 
Hayward Park Weekly ll.05 9.20 7.70 

e 20-Ride 27.90 23.10 16.50 Zone 3 

ZONE 3 One Way 2.10 1.70 1.30 $ 0.95 
H,111sdalc Round Trip 4.25 3.40 2.60 1.90 
Belmont Mo.(5-D. Wk.) 45.00 
San Carlos honthly 49.05 41.90 35.60 30.00 
Redwoocl City Weekly 12.50 10 .. 70 9.20 7.70 

20-Ride 31.45 26.95 23 .. 10 16.50 Zone 4 

ZONE iI. One'rt'lay 2 .. 55 2.10 1.70 1 .. 30 $ 0.95 
Athenon Round Trip 5.10 4.25 3.40 2.60 1.90 
Menlo Park Mo.(5-D. Wk.) 50.60 
Palo Alto Monthly 55.30 48.45 41.90 35.60 30.00 
Calif. Ave. Weekly 14.60 12.55 10.70 9.20 7.70 

20-R.ide 36.60 31.55 26.95 23.10 16.50 Zone S 

ZONE S One Way 3.00 2 .. 55 2.10 1.70 1.30 $ 0.95 Castro Round Trip 6.00 5 .. 10 4 .. 25 3.40 2.60 l .. 90 Mt. View Mo. (5-D. vlk.) 56 .. 25 
Sunnyvale Monthly 61.90 54.70 48.45 41.90 35.60 30.00 

Weekly 16.50 14.l0 12.55 10.70 9.20 7.70 
20-Ride 4l.25 35.40 3l.55 26.95 23.10 16.50 Zone 6 

ZONE 6 One 'Vlay 3.20 3.00 2.55 2.10 1.70 1.30 $ 0.95 Santa Clara Round Trip 6.40 6.00 5.10 4.25 3.40 2.60 1 .. 90 e College Park Mo.(5-0. ~n(.) 60.60 
Honthly 65.95 61.90 54.70 48 .. 45 41.90 35.60 30 .. 00 ~.]eek1y l8.45 l6.45 l4.10 12.55 10.70 9.20 7.70 
20-R:tde 46.05 41.10 35.40 31.55 26.95 23.10 16.50 
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APPENDIX C 
Page 2 of 2 

STUDEN'l' WEEKlY AND MONTHLY RECOMMENDED FARES 
(EXCLuD~ S"A'fURDAYS AND S®I$YS) 

BE'l.'WEEN SAN 
FRANCISCO 
4mSX. 

CLASS 23RD SI. 
OF PAUL AVE. 

~ TICKET BAYSHORE ZONE 1 

Zone 1 Monthly $21.05 $16.95 
Weekly 6.50 5.50 ZONE 2 

Zone 2 Monthly $25.05 $21.05 $16.95 
Weekly 7.55 6 .. 50 5.50 za.'IJE 3 

Zone 3 Monthly $29.00 $25.05 $21.05 $16.95 
Weekly 8.60 7.55 6.50 5.50 ZONE 4 

Zone 4 Monthly $32.90 $29.00 $25.05 $21.05 $16.95 
Weekly 9.55 8.60 7.55 6.50 5.50 ZONE 5 

Zone 5 Monthly $36.95 $32.90 $29.00 $25.05 $21.05 $16.95 
Weekly 10.55 9.55 8.60 7.55 6.50 5.50 ZONE6 

Zone 6 Monthly $40.90 $36.95 $32.90 $29.00 $25.05 $21.05 $~95 
Weekly 11.50 10.55 9.55 8.60 7.55 6.50 5.SO 
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SOUTHERN PACIFIC TRANSPORTATION COMPANY: PENINSULA COMMUTE RATE 

INCREASE 

COMMISSIONER VERNON L. STURGEON, Dissenting 

COMMISSIONER WILLIAM SYMONS, JR., Dissenting 

Politicians complain that railroads in the United States are 

in sick shape. These government leaders note the energy-saving 

~~t~~tial of Tail trans~ortation. They then urge governmental 
programs and an effort to become more like Europe where railroads 

still play a significant part in transportation. Overlooked here 

is the fact that a major cause in the steady decline of our railroad 

industry over the years has been government regulatory policies that 

have been politicized. 

Today's majority decision is a notorious case in point. Shielded 

e from cost-just~fied increases are the "locals" -- SF's peninsula 

patrons, which the record indicates, enjoy one of the highest per 

capita inccme levels in the nation. The "fall guys" are not so 

easy to bring into focus. They are: (1) citizens who have their 

money invested in Southern Pacific, (2) national consumers who pay 

a little extra for goods shipped interstate on Southern Pacific, 

and (3) (if you believe the workability of the convoluted "negative

income tax" theory of the majority) all people who pay taxes to 

the United States Government. 

SP's present operating deficit on the peninsula commute is 

enormous. Since we live in the real world, you can be sure someone 

will pay. Using fully distributed costs, the record shows that as 

of .. April 1, 1976 present commute operations cost S13,269,400. Total 
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~commute revenue for the same period is $4,666,000. The annual loss 

is $8,603,000. Today's majority estimates the 25% increase it allowS 

will provide in additional revenue annually approximately $807,400: 

The result is a level of fares which are patently confiscatory and 

unduly discriminatory. The result is in obvious violation of the 

California Public Utilities Code and runs afoul of the Interstate 

Commerce Act. 

What Should Be Done? For those who wish to review the case 

carefully, we find that the proposed decision of the assigned 

Administrative Law Judge accurately sets forth the evidence in this 

matter (Attachment "A" hereto). The relief it would have provided 

is the bare-bones amount that the facts in the case require. 

~~at Was Done? The majority turns a blind eye to the record 

developed at hearing and to the tremendous losses. It invents 

non-issues and novel theories in an effort to cover up avoidance 

of the law. 

A. The invention of the "negative income tax" rationale to 
ignore SF's losses 

Transportation staff sought to justify the 25% increase 

on the basis of an "avoidable above-the-rail cost" exhibit. 

While the term is familiar to ICC practitioners) the staff 

exhibit omitted several normal categories of expenses 

allowed under this theory. These had to be corrected by 

adjustments. (See Attachment "A", Tables 12, 13 and 14) 

The majority decision ignores all but one glaring labor 

adjustment and accepts the original exhibit, calling it 

"traditional'·. In reality the exhibit is not "avoidable 

-2-
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above-the-rail costS" analysis, but a version of an out-of· 

pocket cost-of-operations approach. Even this approach 

is made a joke by the insertion of an enormous "negative 

income tax" ratemaking "adjustment". Under this pseudo

thinking tax losses are made the equivalent of profits. 

Following this thinking to its logical conclusion, SP 

and other transportation companies under our jurisdiction 

could be advised that the best policy is not to have 

passengers pay, but to pay passengers instead. Such 

action would increase the company's direct variable operating 

losses, further reducing Southern Pacific Company's income 

tax obligation. Under such dubious maneuvers, as seen 

through the majority's special glasses, failure converts 

into success; profits sprout from losses. Ingeniously, the 

Commission majority has found a way for the national tax 

treasury to be raided for the benefit of SP's peninsula 

commuters without the say-so of Congress or the taxpayer. 

B. The second invention: SP's other intrastate regulated 
operations were an issue in the case 

The majority takes a non-issue and makes the lack of 

evidence on the non-issue into a finding which they use 

against the applicant. Finding 11: 

"No sufficient showing has been made upon which a 
determination can be made that SP's overall intra
state regulated operations are anything but 
profitable." (See similar Finding 22.) 

This was never an issue in this case. To treat it as such 

is a breach of fair process. Further, it is dishonest for 
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the Commission to insinuate profitability since it has 

information in its data banks as well as current cases 

before the Commission that clearly evidence ongoing 

operating losses for SP intrastate freight operations. 

See Decision 87063 (Application 56999), dated only four 

months ago (March 9, 1977) wherein the Commission authorized 

the California railroads to apply the ICC's ExParte 336 

freight rate increase of 4 percent to California intrastate 

~ail t~af£ic. Exhibit T of the Application shows that even 

afte~ the imposition of the 4 percent ExParte 336. increase in 

freight rates, SP's intrastate freight operation will still 

experience a net income loss of some $1,200,000. 

The majority grasps other straws as well to try to defend its 

~uthless treatment of SP: negotiation, competition. Off the record 

negotiations by transit agencies are still highly speculative, yet they 

assigned them greater value than the facts in evidence. There is 

talk of competition, too. What other private enterprise is now 

engaged in major peninsula commute operations? The Commission 

knows that it has just allowed Greyhound Lines, Inc. to be taken 

over by SamTrans, a public district (Decision 87453, June 7, 1977). 

To talk of other fare box prices as if set by a competitive free 

market is nonsense; they are set by local government board decree 

with the taxpayer making up si:able operating losses from non

compensatory fares. 

The strained result in the decision of the majority is a travesty 

4It of justice. Ironically, it is so bad it is likely to even jeopardi~e 
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the interest of the one group who seems to benefit -- the present 

SP commuters who are being so heavily subsidized by others. Danger 

to commuter interests comes from the real possibility that the ICC 

may require the abandonment of train commute service because it 

finds the present intolerable situation constitutes an "undue burden 

on interstate commerce". From our involvement in this case, we 
have seen nothing which could be used to prove the ICC wrong in 

taking this unfortunate action. 

San Francisco, California 
July 12, 1977 
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6. To the extent not granted by this, order all outstanding, 

. .'u ,. & • 

motions and/or petitions of record having'-beenful.lyeonsidered ·are 
denied. 

7. The Southern.pacific Transportation Company is directed .to 
post and maintain ,in its passenger cars .o~rated in suburban serVice 
on the San Francisco peninsula and in its depots at SanFrancisco~ 
San Jose, and intennedia~e stations a notice of the .increased far.es 
herein authorized. Said notice shall be posted not less than five 
days prior to the effective date of the increased. fares and shall 
remain posted for a period of 'r'.ot less than thirty days. 

, , ". 

The, ,effective date of this order shall be. twenty days 
after the date hereof. 

Dated. at __________ -', Califomia, this ___ _ 
day of ___________ , 1977. 

'.', '. ,. .' .. ' ...... ' ... \ 

'. '.,'... .,' ~ . 
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APPENDIX A 

LIST OF APPEARANCES 

Applicant: W" Hamrt' Wilson and Mary 1 .. ., W&lker~ Attorneys at Law, 
for Sou~he=n Pac! ~c Transportation Company. 

Protestants: Hanson, Br.:!.dgett & Marcus, by Bruce Mc~nough) 
Attorney at Law; and Rob~t E .. Non::ts, for san f4iteo ~ounty 
Transit District; Carr A .. Smith, A-~d M .. Mcnocal, Terry K. 
MUrphy, Peter V .. Milward, J. Anthonr Kline) and sandra K".Rogers, 
Attorr,ey at:~w) (for se~f~£or Pen_nBCIa Commute & Trans~t 
Committee; 'Wi1.liam Co Bt.trn.s, for self and Valley Coalition, 
T':::'~Mit TasI2 Vo:cce; De:mis 'W .. DeCuir, Attomey olt Law, for 
City of Palo Alto; Gordon LcWin~ for Bay Area Citizens Action 
!.e3.gue; MelD. levin, :tor lru:ee Combined leagues of women Voters) 
San Mateo County; Cente= for Law in the Public Interest, by 
John R.. Phil11rS, Attorney at taw, for PlamU.ng and Coilservation 
teague anCf1?~~sula Commute & Transit Committee; Alfons Puishes, 
Attorney at Law, for self a.nd Peninsu.la Comro.uters tinion; john 
Epa1llv, IAurence Dawson, Gary Klementovieh, and Robert: 'W:-Ni'ylor ~ 
A ttorney at taw, tor themselves; and Thomas 0' Conno::-, City 
Attorney, 'by Robert R. L~ugheD.d, for City and County of 
San Franeisco$ . 

~n:eres~cd Par:ies: louis J~ ?spCn, State Assecblyman, for 
Ci't1zens of Northern san Mateo ou.."'l~y; Don Fields, for 
ASsemblyman Louis Papan; Geo~ge We Nicke~son, for County of 
San Mateo; Louis Moneini, for County of santa Clara; ~ 
Johnson, for Metropolitan Transportation Commission; Mrs. Sylvia 
Me ~icgel, for Toward Utility Rate Normalization; Rienard M: 
Hannon,. Attorney at Law, and Dale C. JeMen., for Greyho1Jlld 
Lines, Inc.; F:-Ancis r!.3.rdin, tor Wilsey & Ham; Wa.llace A .. Little, 
for Firm of Accountants for Public Interest; William Sirm:ncnc, 
by Michael Mac~mber, fo::, ~lifornia Air Resources Board; ar.d 
JamGs E. Merri:t, Attorney at Law, w~ H. Stielow, 30seph E. 
're:rraclano, Attorney at LaW., Jeffrey P. Widman, Attorney at Law, 
ThOmas G. Matoff, Arm Elizaoet'Fi S-cenzel, BettSiBulloCk, David M. 
A}:elrad, terrl Aragon, Maflorie ~auf¥tOll, Ric eI J. Giari, 
John H. Ext) Attorney at w, an TN Iiam E. Tu...=pen, for 
Ehemselvee. 

Commicsion Staff: Lionel B .. Wilson and Vincent Ma.:Kenzie, 
Atto:neys at I.aw~ H. H. webster and Robert BOilchet. 
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APPENDIX C 
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?ECOOONDED FARES BE'Ii .. ~-.: 
SAN FRANCISCO-SAN JOSE AND INTERMEDIATE STATIONS 

BEnoJEEN SAN 
FRANCISCO 
4th ST .. 
2)rd ST .•.. 

CLASS OF PAUL,AVE. 
AN!) TICKETS BAY'SHORE -

San Frane:i.seo One Way S 1.0,5 
.. , ...... ,..-, '" ... --'I'ermin<ll Round Trip 2.10 

23m Street 
Paul Avenue 
Bayshore 

Zone 1· 
.. " , 

ZONE 1 One Way 1. 60._: .$.;l.05 .. ~_.:_ ......... ~ ... -,.~ .. _-
Butler Road Round Trip 3.20 2.10 
So. San Fran. Mo.(5-Day i~eek) 37.80 . 
San Bruno Monthly 40.95- ' 33.60 tllillbr:le t-J'eekly 10.8,5 . 8.60 

2O-Ride 27·30 " 18.50 Zone 2 
, , 

1.90 ZONE 2 One Way .. ,. . 1.45 $ 1.05 
Broadway Round Trip 3·80 .2.90 2.10 e BurlingClme 1-1o.(5-Day i1eek) 44.10: 
San Mateo Monthly' . 47.95 39.90 33.60 
Hayward. Park toJ'eekly 12.40, 10·30 8.60 

2O-Ride . 31.20 25.90 18.50 Zone}. 
.' .. 

ZONE 3;'" One t'Iay 2.4.0 1.90 1.45 $ 1.05. 
Hillsdale .Round Trip 4.80 3·80 2;90 2.10' 
Belmont .Mo. (5-DayWeek) SO.40 -' .. . San Carlos Monthly 54·95 46.-10 39.90 33.60 Redwood C:i.ty ,Weekly .. ' ' 14.00 . 1l.95 10.30 8.60, . 

,20-Rid.e 35.20 . 30.1,5 25~'90 le.50'Zone 4-
ZONE 4- One Way 2.8,5 2.40 1·90 1.4,5 $ 1.0,5 
Atherton Round Trip ,5.70 4.80 3·80 2.90 2.10 
Menlo Park MO.($-D~ loJeek) $6.70 
Ptllo Alto Monthly 61.95 54,.25 46.90 39.90 33.60 Calitorma Ave. t'l"eekly 16.40 14.05 11.95 10·30 8.60 

20-Ride 4.1.00 3.5·35 30.15 2S.90 18.50 Zone 5 
ZONE 5 One Way 3·35 2.85 2 .. 40 1.90 1 .. 45 $ 1.05 
C~tro Round Trip 6.70 5 .. 70 4.80 3·80 2.90 2.10 
i:10Wltain View Mo. (5-Da,y ~~eek) 63.00 
Sunnyvale Monthly 69.30 6l.2.5 54.25 46.90 39.90 33.60 ttjeekly 18.;0 15.SO 14.05 11.95 10·30 a.6O 

2O-Ride 4.6 .. 20 39.60 35·35 30.15 2,5.90 18.SO Zone 6 
ZONE 6 One Way 3.55 3·35 2.85 2.40 1 .. 90 '·1.45 $ 1.05 Santa Clara Round. Ttip 7.10 6 .. 70 5 .. 70 4 .. 80 3.80 2.90 2.10 College Park Mo.C5-Day Week) 67 .. 90 - -San Jose Monthly 73.85 69.30 . 61.25 ,54.2.5 46.90 39.90 33.60 

Weekly 20.65 18.40 15·80 14 .. 05. ll.95 10.30 8.60 
2O-Ride sl .. 60 46.05 39 .. 60 35·35 30.1; 25.90 18.50 



BETWEEN 

CLASS 
OF 

~ TICKET --
Zone 1 Monthly 

Weekly 

Zone 2 Monthly 
Weekly 

Zone 3 Monthly 
t~eekly 

Zone 4- Monthly 
WeeklY:', 

Zone .5 Monthly' 
t~eekly 

Zone 6 Monthly 
Weekly 

'. ~ ,. . .,,' " 
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STUOEl\'T \oJEEKLY AND MON'I'H(.Y RECOMMENDED FARES 
(EXCL:m~ SA '!"'JRDAYS A.~ S!,~OAYS) 

SAN 
FRANCISCO 
4TH ST. 
23RD ST. 

PAUL AVE .. 
BAYSHORE"-' 'ZONE 1 

$23.60 $18.95 
7·30 6.15 , ZONE 2 

28.05 23 .. 60 $18.95 
8.4;; 7·30 6.15 ZONE ~ " 

32.50 '28.05 23·60 $18.95" ' 
9 .. 65 8.45 7·30' 6.15 ' ZONE 4 

36.80 32.50' , - '28.05 23.60, ',$18.95 
10.70 9.65' 3.45 7·30' , 6.15 

41;35 36.80, 32.50 28.05 23.60 
U.S5 10 .. 71 ' 9.65. 8.45, ,7·30 

45.'80 41·35 ' 36.$0 32·50', 28.05 12.'90 U.85 , 10.71 9.65 -8·45 

., '" 

, , 
" • H • 

, c,,,, 
.,' ...... . 

ZONE ~ 

$18.95 ' 
~ .. ~5'~ " ZONE 6 

••• • ~,I • 

, '2:3'.60': '$18.95 
7·30 6.15 

, ',"I" 

.. 
" , 

q, .... "-......... ' .. ;~ 
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ATTACHMEt-l'"'I' A 

Decisio!'l 1:0. 

BEFORE THE PUBLIC UTILITIESCO~1!SSION OF' THE STATE OF CALIFORNIA 

Application of Southe,rn Pacific ) 
Transportation Compa."1yfor ) 
Authority to Increase Passenger ) 
Fares B~tween San Prancisco and ) 
San Jose and Intermediate POints. ) 

------------------~-------) 

Application No. 55131 
(P1ied'Augus-t23:. 1974; 

amended January, 10, 1975) 

(For List of Appearances see Appendix A .. ) 

o PIN ION --_ .... -.---
Ir. its original application the Southern Pacific 

Transportation Company (SF) sought a1lthority to increase passenger 
fares applicable between Sa.."l Francisco a.."ld San Jose and intermediate 
pOints.1l by approx1mately 111 percent. The actual sought increase 

_in the present level of SF's fares, which reflect a fuel 'cost 
adjustment authorized by Dec1sion No. 83419 issued September 11:. 1974 
in Application No. 54614, amounts to approximately 96.4 percent.~/ 
The amount of additional annual gross revenues anticipated from the 
.proposed increase is aoout $3,497:.000. 
Antecedents 

?he filing ot SP's request fo~ a 111 percent fare increase 
triggered a series ot events which precluded a timely hearing of 
Applicat10n ~·lo .. 55131. A br1ef Chronology of such incident's follovls: 

1. The Interim Subco~~ittee on San FranCisco 
Peninsula Rail Co~~uter SerVice of the 
State~AssemblY Co~~ittee on Transportation 
held a series of public hear1n~ relative 
to Application No. 55131 during September 
and October 1974. 

1/ Hereinafter a1~o referred to as SF's,commute operat1ons. 
,£/ SP's present San Francisco peninsula fares are set forth,in 

its Local Peninsula Tariff !:>-No. 5, CPUc·N6.20~' . , 
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2. At the Prehearing Conference held 
October 10, 1974 the Co~ss!on 
statt announced that its 1nvestigation 
and study would require 14 months. 

3. On January lO~ 1975 SF requested ex parte 
authority to increase fares 20 percent 
pending hearing. 

4. On January 30~ 1975 the Office of the
State Auditor General completed its 
analysis of SP's 1973 revenue and 
expense allocations. 

5. On August 15.. 1975 Price 1olaterhouse 
completed -its rev1ew of SF's 1974 
revenue and expense a11ocat1ons. 

6. On I-larch 16 .. 1976 SP ,.,ithdrew its request '£or 
ex parte interim relief. 

7. In June 1976~ the staff announced it was 
ready to present evidence ~~y time after 
September 15, 1976. 

Public hearings were held June 15, 1976 through October lS~ e 
1976 before Exam.1ner Gagnon at San Frane.1sco. ':'he matter 't'J'as 
submitted on the latter date subject to 'the Com."!l1~s!on's ru11ngs 
on a pet1tion for an environmental 1mpact report and a staff' 
mot1on request1ng a Comm1ss1on order d1rect1ngSP to make its 
1974-1975 federal and state 1ncome tax data ava1lable for 1nspect1on. 
The SP acquiesced to the staff's reque~t; the motion ,isnow~oot. 
Extens1 ve ev1dence .. ·ms 1ntroduced by SP,. protestants, the staf.f, . 
and,various other 1nterestedpart1es. 
SP'~ Ev1dence 

SP 1s a wholly owned subsid1ary of the Southern Pacific 
Company and provides rail transportat1onpr1rnar1ly in the western 
and southwestern areas of the United States. SP operates a rail 
system of nine operating divis10ns com~ris1ng approximately 12,000 
track m1les' and related fac1lities ut'111zed pr1nc1pally for its 
fre1ght serv1ce. The Western D1 v1s1on includes the west c,oast., 

, , -
trackage 1n Cal1forn1a from Sacramento at the north, to santuis:~" 
Obispo at the south. 
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SP's passenger service between San Franc1sco and San Jose~ 
com.'nonly referred to as the i-Jest Bay cor:-1dor' orpen!nsul'a; extends 
over approximately 47 ~les of double main11ne tracks and serves 

, , 

24 1ntermediate points. The general level of serv1c~ consists 
of 22 trains operated between San Francisco and San Jose each weekday> 
with about half that number of t~a~ns in service during weekends. 
The National Ra1l Passenger Corporation (Mr.TRAK) operates an 
intercity service over designated SP tracks under contractual 
agreement. 

The commute operations are conducted with an equ1pment 
fleet of 52 suburban cars and 46 gallery (b1-level) cars pow'ered 
by 23 diesel locomotives. Related slIT1 tCh1ng and routine equipment 
serv1cing are performed at San Fr~~cisco and San Jose. 

An SP v1ce-pres1dent test1f1ed to the reasons underlying 
the fare 1ncreaze proposed in Applicat10n No. 55131. He st'a.ted 

~hat: 
"Southern Pac1f1c' s cOIn."nute serv1ce ••• 
has suffered substantial losses in past 
years. ••• Although occas1onally 
d1fferent areas of our operat1ons may lose 
money> the commute ser~1ce is the chron1c 
loser. \·n'len losses do occur) it 1s 
management's responsibi11ty to take action 
to elim!nate those lossez. 

"\ole be11eve that com."nute operations by 
privately owned railroad companies should 
provide suffiCient revenues to cover costs. 
If there iz a failure of revenues to 
cover costs? then the service should be 
~educed accordingly or the service should 
be owned and operated by a pub11c transit 
authority. We do not believe that subsid 
oayrnents are a solution and would 1nd 
them unacceptable. 

" ••• we be11eve that the only way to determine 
the actual amount of divers10n is to place 
the fares in effect and observe the result." 
(Emphasis sUPP11ed.) 

-3-



A.55131 bl 

Price 'Wa.terhouse & Co. 

SP's 1973 adjusted results of commute operations were 
employed as j~stiticat1on tor the originally proposed 111 percent 
tare 1ncrease. The account1ng procedures used tor developing the 
1973 operating results were subjected to severe pre-trial criticism. 
Such pre11mL~ary criticism cu~1nated in the State Auditor General's 
off1ce conduct1ng a spec1al review of SP's records maintained to 
support the 1973 adjusted expenses as set forth 1n the app11cation. 

In response to the pre-trial oPposition SF engaged the 
serv1ces of Price Waterhouse & Co. (PW) to conduct a thorough 
independent review and analysis of SP's account~~g procedures 
for the commute operations. The results of PW's invest1gat1on and 
study are contained in a summary report (Exhib1t 1) with supporting 
specif1c ~~alyses prov1ded 1n related supplementary reports. 
(Exhibits l-A) B> and C). 

The results of PW's rev1ew and its reco~T.~~~e1adJ~stments 
to SP's 1974 results of commute operations are reflected i~ the 
following summary statement: 

-4-
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TABLE 1 

Statement Showing PW's Adjusted Results of SP's 
Commute Operations for the Year Ended December 31, 1914 

Revenues 

Passenger ticket sales 
Imputed pass revenue 
All other 

Total revenues 

Ooerat1ng Expenses 

I·1aintenance of way a."ld structures 
!1a1ntenance of equipment 
Traffic 
Transportation 
General 

Total operating expenses 

Taxes~ other than income 
Interest expense 

Total expenses 

Excess of expenses over revenues 
from commute operations 

$ 

Amount 

5,087,100, 
428~0()0 
128':1 100" 

5 ,643'~200' 

775,600 
2~155,000 

132~500 
5 ~ 552, 400 '" 
'647~' 

9,263,400 

1,513,400 
140 :t200 , 

10 ~,9l7 ,300 

5,274,100 

In conjunction with its analYSis of S?'s revenue and 
expense allocations PW made the following general observations 
relative to the carrier's acco~"lt1ng practices: 

1. Financial Statements 
The SP maintains its general ledger and 
accounting records in accordance with the 
uniform system of accounts prescribed by 
the Interstate Commerce Co~~1ssion_ No 
separate general ledger is maintained for 
c onlITlute operations. The financial statement 
of revem.l.es and expenses from commute 
operations is prepared by the company's 
Bureau of Transportation Research. Data 
are compiled from various sources within 
the ra11road~ with a ~or1ty of the 
financial input ~upplied from the 
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% 

90.1% 
7.6 
2.:1 

100.0 

13.7 
38.3 
2.3 

98.4 
11-2 

164.2 

26.8 
2·2 

193.5 
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accounting department and w1th statistical 
input provided by various operating 
departments. 
Certain operatL~g activities such as 
maintenance of way a."ld structures and 
maintenance of equipment, ~ay fluctuate 
substantially from year to year due to 
changes in the level of these activities. 
There were no major nonrecurring programs 
during 1974 in the area or maintenance of 
equipment. Construct~on of the new 
passenger station 1n San Franc1sco, which 
commenced operations in July 1975, resulted 
1n greater operating expenses in 1974. 
This construction project resulted in 
approximately $135,000 of additional 
maintena."lce of way and structures expenses 
and ~"l increased switching and other 
expenses during 1974. O?eratlons in 1975 
may be expected 'co be charged with similar 
additional expenses prior to the opening of 
the new fac1l1ty, and subsequently, w1th 
depreciat10n of the new facility, which is 
estlmated to be approximately $35,000 annually. 

2. Allocation of Common Ex~en3es 
SF's peninsula trackage'1s used tor both 
passenger and freight services to local 
communities. Cor.~ute and fre1ght 
operations make jOint use of most of 
the mainline trackage and, to vary1ng 
~egrees, the rela~ed structures and 
faci11t1es. Locomotive power utilized 
for both road haul and switch1ng or 
commute trains is utilized in freigh~ 
service to varying de~ees. Support 
services for the comrnu~e operat1ons are 
also performed "off commute l~ne" at 
locations serving commute and other 
classes of transportation service, the 
most significant of which are: 
a. Performance of heavy locomotive and 

car repairs at company shops located 
in Oakland~ Sacramento, and Roseville, 
Calirornia~' a.."ld at other repair 
facilit1es as deemed necessary. 
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b. Hestern division adm1."1.1strat10n at the 
d1v1s10n headquarters 1n Oakland~ 
Ca11forn1a, and at other 10cat10ns 
serv1c1ng the commute area. 

c. System-w1de admin1stration of commute 
related act1vities in the various 
administrat1ve departments of the 
ra1lroad at the general offices in 
San Franc1sco, such as traffic~ Operating, 
mechanical, engineering, accounting, 
data process1ng, and other administrative 
departments. 

3. !J!a1ntenance and Deprec~a.t10n 
Replacement accounting, as approved by 
the Interstate Co~~erce Cocm1ss10n, 1s 
used for certain roadway propertles (rall, 
t1es, ballast, etc.). Under th1s method, 
the cost of replacements in k1nd and of 
losses on retirements are charged to 
oa1ntenance of way and structures expense 
in lieu of depreciation. 
The compos1te deprec1at1on method is 
used for depreciat1ng all equipment. 
Under this method, the est1~ted 
average useful 11fe of equipment is ~sed 
to determ1ne depreciation. rates. i~o 
gain or loss is recognized on dispos1t10n 
of equipment. 
All depreciable propert1es are deprec1ated 
using the straight11ne method. 

4. Inventor1es 
Fuel is charged to expense based upon 
average monthly purchase price. ~1a ter1als 
and supplies are charged to expense at 
approximately the most recent purchase 
pr1ce. The expense or rebuilding spare 
parts is reflected in the expenses 
from commute operations at the 
time the rebuilt parts are used. 
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5. Internal Financing 
No charge for 1ntraeo~pany finaneing, 
including financing of such items as 
working capital, deficit, and cap1tal 
1nvestments, has been reflected 1n the 
statement of revenues and expenses from 
co~mute operations. In essence, the 
ztatement reflects no return on the 
company's investment. No provision for 
income tax benefits resulting from the 
excess of expenses over revenues from 
commute operations or from investment 
tax credits generated by commute related 
qua11f1ed property has been reflected. 
!n Section III or the s~~ry report PW determined SF's 

net investment in certa1n major co~mute assets as of December 31, 1974 4It 
to be: 
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TABLE 2 

Total 

Roadway 
Tracks and r:tght-of-way 
Passenger car yards 
Buildings - stations 
Maintenance fa'cili ties and 

fueling stations 
Parking lots 
Construction in progress 

Egui"Ol'!'lent 
Road locomotives 
Passenger cars 

Less Accumulated Depreciation 
Roadway 
Equipment 

Net roadway & equipment 
Liabilities 

Equipment trust cert~ricates 
Net investment in certain 

com.'I1ute aszets 

::; 9~002~lOO 
3~490,,700 
1~113,,400 

2,,476,900 
112~300 

1>5~3>600 
1727 9:000 

44.8% 
100.0 

(1) 

(2) 
100.0 
100.0: 

(3) 
100.0 

(1) Va~ious, based upon square footage of 
each station used for commute operations. 

(2) 17.8% for Bayshore and 33.0% for San Jose 
based upon commute direct labor hours 
charged. 

(3) Each class of commute locomotive is 
allocated based upon unit mileage in 
commute .service to total unit mileage 
for the' commute locomot1 ves. 
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Commute' 
Amount 

$ 4,032,700 
3,490~700 , 

852,000 " 

535,400 
112",300 

1, 55~2 600: ' 
10;r57;r700, 

2;r4292200 

13;r849,500 
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Road properties shown in Table 2 acquir¢d prior to June 30, 
1916 are stated at amounts determ1ned by the Interstate Commerce 
Comm1ss1on to represent approXL~ate or1g1nal costs. Subsequent 
additions and other propert1es are stated at cost and allocated to 
commute operations as indicated. Only property located in the 
West Bay corr1dor involved in commute service is reflected 1n 

Table 2. Equipment specifically assigned to commute service does 
not inc~ude equ~pment repair rac1l1tles outs1de the West Bay corridor 

or work equipment, switch engines, etc., part1ally ut1lized 1n 
commute operations. 

To provide some insight regard1ng the impact of a rate of 
return on the net investment for coomute operat1ons PW noted that 
SF's actual rate of return on shareholders' equ1ty exper1enced 1n 
1974 was 6.3 percent and the stated cost of capital was 11 percent. 
To produce these levels of return on the $13,849,500 net lnv'estment 
in commute assets PW states the following add1t1onal revenues· would 
be required: 

TABLE 3 

1974 actual cormnute revenues (Table 1) 
Additional revenue required to 

produce stated return 
Total revenue required 
1974 actual commute expenses 
Income before taxes 
Taxes on 1ncome (50%) 

Net income 

-10-

6% 
(Return on 

Sharehold'ers' 
Equity) 

$ 5,643,200 

6 t936;r100' 

12,579,300' 
102 917,.300 

1,662,000 
. 8-31 i 0,00 ' 

831,000 

11% 
( Statea:-Cost 

Capit'al) 

8.320,900 

13;964,100 
10,.917,300 
3,046,800 
1,523,400 
l,523,1.fOO 
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In Exhibit l-C (Appendix ill) 'pT;;' lists' 'several general and 

specific recommendations' designed to improve SP's- acco~t1ng 
''' ... ~.".' , .". -" . . ..~ ' ..... , ,- .~, ... , - . 

procedures. In certa1n1nstances PW's recommenc.a.t10ns·:do not 
, ~ " . " -. ,,, -. " 

recognize nor give '!"ull'cons1der'at1on to well-established· ~;dlroad', 
. , ' 

accounting proc~dures observed for those mo:"e predom1nateareas of 
_ ... ," .,,\ . 

railroad activity other than commute operations. Ho~~ver~'.l'!1<?,st of 
PW's recommendations have either been totally or partially.adopted by 

T', ". 

SP and are now or will be 1n the near future fully 1:oplemerite,d. 

SF Commute Traffic 
To evaluate the vol~~e ~~d growth of tbe.potentialcommuter 

, ~. .. . ... " 

market an SP 'lTitness presented the 1950-1970U .S. census" plus a 

January 1" 1976est1mate of the populat'1on residing :tn'various 
peninsula eOIn.'nun1t1es considered to be with1n SF's commuter 
serv1ce area. A summary of tne census follows: 

Year -' -
1950 
1960. 
1970 

Jan. 1) 1976 

TAB!..E 4 

Including 
S11.n P:'ancisc 0 

100% 
135 . 
173 
184 . 

Excludi1"lg 
San'Francisco 

100% 
223 
3'54 
400 

";i th the dramatic growth 1n p~pulat1on within the "'est 
.. ·~.' ... r"'~' .... "., ..... ~'", •.. ~ ....... ~ •. 

Bay corridor one might reasonably expect SF to exper1e~e ,a l1ke-,:' . 

growth in its commuter traffic. Unfortuna~ely" suc~, a.:desirable: 
result did not occur as more spec1f1call!(Shown in Table 5: 
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Year -
1951 
1952 
1953 
1958 
1963 
1966 
1970 
1971 
1972 

(1) 

(2) 

{2~ 
5) 

~g 3) 

<~) 

t ~~ 
(8) 

tABLE' 5 

SP passengers (Rides Sold) 
carried - San Francisco Peninsula 

Total Total 
+% Passengers ~1.. Year Passengers - ---8,161,725 +3 1973 (6) 5,385,584 - 1 

9,200,623 +13 1974 f~ 5,523,185 +3 
8,719,615 - 5 1975 8 4,719,679 -15 
7,462,045 - 7 1976 v. 5 
6,336,523 - 0.3 Jan. 395,750 -12 
6,893,130 +3 Feb. 349,773 - 8 
5,825,553 - 5 Mar. 407,525 . - 0.02 
5,483,762 - 6 Apr. 345,841 -17 
5,439,053 - 1 

1952 - Greyhound strike MarCh 1 - May 20. 
1966 - Greyhound. strike May 15 - June 25. 
1970 - July 7 UTU (firecan) strike; September 15 

Teamsters (PM!) December 10 ,four yard unions. 
1971 - May 17-18 signall::len strike; July 24 - August 2 

Uni~ed Transportation Union strike. 
1972 - ~~rch 10 (herders) strike. 
1973 - Bart Daly City service commenced November 5. 
1974 - Fuel crisis first 5 months; Muni Ry. strike 

March 8-15, pickets· also closed down Bart 
service; AC Transit strike July & August; 
Bart :rans-Bay service commenced September 16; 
Greyhound strike November 18 .... 25. 

1975 - Recession affected traffic to some extent. 
October 17 work stoppage by railway clerks -
commute·se't'Vice not ope-rated. 

Rate Increases 
10/07/70 - 5% general fare increase. 
12/18/71 - 10% general fare increase. 
10/25/73 - 6% offset increase to reco~p from railr~d 

retirement tax change. 
12/22/73 - 11% general fare increase (filed in October 1972). 

9/18/74 - 87. offset increase aCC01mt rise in cost of fuel. 

-12-
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Table 5 shows that, except for the·temporary1mpact of 
several extenuat1ng economic ractors~ sp' has exper1enced a general 
decline in commuter traffic over the past 25 years. No factual 
proof was presented that would tend ~o support a contention of 
inferior service as the major ca1.l.se. for the loss of ridership' by 
SP's commute service~ 

With the advent of mul':1-1ane freeways such as u.s. 101 and 
280 (September 1973) in the West Bay corridor plus the introduc-t10n 
of compact and inte:-mediate size automob1les and mini-vans, the 
h1ghly attractive and personalized home-to-work private or pool-car 

. ~ type of comnn.:.tation beca-ne read1ly available to most of SP.' s patrons. 
It 1s well known that commuters' riding habits are qu1te fixed and 
once public transit loses their patronage to the private sector 
it i$ very difficult to reca~ture such lost riderShip. The 
reluctance of commuters to abandon their private motor vehicles 
~n favor of public transit was clearly demonstrated by their 
rcspon~e to the recent energy crisis and the curren~ energy. 
conservation programs. 

Other econom1c factors beyond SP's control 'v!h1ch had a' 
d.etr1mental effect upon the carrier's traffic ·are:(l) the 
s1gn1ficant industrial and commerCial development within. various 
peninsula CO!rJlluni ties t'lh1ch prOvide a local employment base; (2) 
the absence of l1ke 1nd~strial and commercial growth in the 
immediate San Francisco area; (3) the increased competition for 
commuter patronage experienced by SP from public tranSit author1ties 
and local private passenger bus operations; and (4) the general 
areawide level of unemployment coupled i'lith the current economic 
impact of inflationary trends. 

1I SF's EXhibit 18 ind1cates that between 1954-1975 registered 
passenger cars in San r1ateo and Santa Clara Counties 1ncreased 
by 130,000 (288%) and 501,000 (426%» respectively. 

-13-
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At the present time SP's commute operation serves 
approximately 8,000 da11y commuters. It 1s doubtful that such 
a low level of patronage can rea30nably be expected to fully 
sustain the current costs of SP's commute operations let 'alone 
afford the carrier an opportun1ty for profit. 

SP's Present and Prooosed Fares 

The existing fare structure for SP's commute o?erations 
, ... as establishea by Decision ~10. 82242 dated December 7, 1973 in 

. .. . 
App11cation No. 53666. The fare structure i'las then adjusted 
to reflect a railroad retirement tax offset rare increase of 6 

percent previously authorized by Decision No. 82004 dated October 
16~ 1973 in Application No. 54267. By Decision No. 83419 dated 

September 11, 1974 in Application No. 54614 SP was authorized a 
fuel cost ofrset tare increase or approximately 8 percent. The 

fares e3tab11shed pursuant. to this latter decision' on September 
18, 1974 are currently in effect. 

A comparison ofSP's pre,sent and proposed fares :!s set forth 
in Appendix B. To demonstrate that a 96.4 percent f:lre inc'rease is 
:ust1f1ed, the fully allocated costs of SP's 1974 commute operations 
developed by PW (Table 1) were first adopted as the base rate year. 
The base rate year expenses were then indexed to April 1, 1976 
levels. The adjusted results are: 

-14- .. 
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TABLE 6 

~t~atcd 197~ Adju~ted Results of Commute Operation3 Under 
Present F3res and ~nses Indexed to April 1, 1976 

De~cri:otion 

Revenues 
Ro.asenger Y 
Station 
Parking 

Total revenues 
Ex'oenditure:s 

Current 
Re~lt5 

S 4.558,200 ~ 
44,500 Y 
~,700 

$ 4, ,400 

Indexed expenses & taxes S12 ,011,800 
Advertising program 
Personal injuries (direct) 
Depreciation, Mol'W&S 
Depreciation, Moi"Z 
Equipl1ent rents 
Equipment t:rust inte:-est 

Total expendit~res 
Net Proi'itor (Loss) $(8,603,000) 

Year 
1974--

S 5,087,100 
52,800 

_ 74r 500 
$ ,,214,400 

$10, 04$, 000 . 
85,900 
9,800" .. 

89,loo .. 
547,000 
Cr.SCO 
140 ,522. 

510,916,500 
$(5,702,loo) 

Increase (Decrease) 
Amount Percent 

$ (5.28,900) 
(8,300) 

(10.SOO~ 
s \548,000 

11 ExcluQing constructive pass revenue. 
3/. Actual for l2 mo~ths ending March 31, 1976. 
~ Annualized total based on 6 months ending March 1976. 
Y More than lOCY;. 
"5/ Actual as or April l, 1976. Y Index of commute expenses to April l, 1976: 

Lacor 
Health & we1ra.~ 
Federal payroll tax 
City payroll tax 
Fuel, train, and yard 
Other material 
Other expenses 
Other taxes 

Total 

Amount 
Year 1974-

$ 6,329,000 
355,SCO 

l,002,5OO 
l6,8OO 

505,600 
754,100 
5$7,000 
494,100 

lO,045,000 

Percent 
of Total 

63.01~ 
3·$4-
9.98 

.17 
5.03 
7.51 
5.84 
l...92 

lOO.Wfo 

~15-. 

Percent 
Increase 

20.96% 
39·43 
19.66 
10.00 
25.81 
22.54 

v:eighted 
Increase 

13.21% 
1.40 
1.96 

.02 
1·30 
l.69 

--
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Table 6 shows that the updated 1974 adjusted results,.or: """'._ 

commute operations reflect an operating deficit of $8,603,000 1.lnder 
present fares. This represents a.n increase of nearly $3~000,00o'ove,r 
the like operating deflclt sho;m for the base rate year ended 
December 31~ 1974. The SP's est1mated results of commute operations" 

under the proposed fares are: 
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1'ASLE 7 

Estimated 1974. Adjusted Results of Co~~te Operations under 
Proposed Fares and Ex'oenses I."ldexed to Apr:U -1. 1976" 

1. Effect on Passenger Revenues 
Ridershi:e Level 

De~Cription 19Z4. Current 

'P3Zsecger revenues $5,087 ,000 $5,087,000 . $4,558.000 
Predicted ridership 105s (2) 0.0% 20.1." 
Retained'passenger revenues $5,087 ,OCO $4,049,000 
Proposed., £:xre increase 

(96.410) 4:901.:000 2,903%000 
Total expected passenger 

revenues $2:221•000 $7:222:000 

Net increase in passenger 
revenues $4,904: COO $2,865.000 

2. E3timated Adjusted Results of Operations 
~senger revenue~ (1) $ 9,991,000 $ 7,952,000 
~tation 52,800 ;2,800 
Par~ 74,590 74,500 

Total revenues S10,118,;00 S 8,079,300 
Total adj. expenses 10,916,500 10.216,500 
Net profit or (lo,s) $ (798',200) $(2,837 ~2(0) 

(1) Excluding constructive pass revenue. 

(2) Predicted Ridership L053 

0.0%. 
$4,558.000 

4t~24.&OOO 

$8z9~2z000 

$!tt~4%OCO 

S 8,952,000 
44.500 -
6~.700 

$ 9,JW,200 
1,.269,400 

$(4,209,200) 

Ridershi:e toss 
Fare Fare 

$4,558,000 
20.4% 

$:3,62$,000 ' 

~:42:Zz000 

$7 :122:000. 

$2:267:000 

$ 7,125,000 
k4,;OO 
63,700 

$ 7,233,200 
13:; 269,J...OO 

$( 6-,036,200) 

?Are Increase Zones 1-~ Zones 4-6 Aver~e 

10% 4.0% 5.~ 4 .. 5% 
20 7.1 9.1 7 9" ... 
30 9.6 12.1 10.6 
4D 11.7 14.6 12 .. 8 
50 13·; 16.6 . 1.4.6' 
75 16.5, 20.4· 18.0,-

100 18.8 2) .. 0 20~4' 
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Under the ~roposed £ares SP contemol~t~~ it will ~~ntlnue 
to exper:1.ence operat:1.ng :losses amounting to $6.036.200. Thj,s 
anticipated operating deficit is $334~lOO greater than the like 
operat~ng loss ~neurre~ ror the year ended Dececber 31~ 1974 

(Table 6). With no allowance provided for predicted ridership loss 
due to the ~are inerease it ~s est1mate~ that the net operatj,ng . 
loss would be reduced to $4,209,200 or $1,492,900 less than experienced 
~or the year 1914. It is contended that the ~6.4 pereent rare 
increase will be productive revenuewise,desp1te a 20.4 percent' 
predicted ridershIp loss~ because without such an increase the 
conu;nute serv!ce·is expected to incur a net-operating loss of some 
$8~603,OOO. 

The d1vers1on model developed by SP for predicting 
r1dership losses under various fare increAses (Exhibit 22) was 
thoroughly explored and shown to be statistically reliable Within 
the limits of 1ts design. Sim1lar divers,1on ::\odels were also 
presented by the Commi.ss1on staff anI! theCa11fornia Assembly Office 
of Research. The1r d1vers1on codels, however, generally contain 
fewer or none of the San Franc1sco peninsula commute serv1ce data 
po1nts reflected in the SF's divers10n model and were not shown 
to be as ~tatistically reliable. The SP diversion model will be 
adopted for this proceeding as a statist1cal gu1deline only and 
not as a substitute for ecp1rical knowledge. Th1s position is 
1n accord "lith SP's qualified acceptance of d1version models as 
the sole criterion for predicting loss of traff1c due to fare 

1ncreases. 
The results of SP's st~dies of the comparative daily 

costs per person to commute between San Franc1sco and var10us 
peninsula commun1t1es via the SF or by pr1vate auto (subcompact, 
compact~ or standard) are presented in Exhib1ts 4~ 5~ and 6. The 
exhibits show that the daily cost per person to commute by private 
auto is generally higher for one person per car than the related 
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daily co~nute costs via the SP at both present and proposed fares. 
When 2> 3> or 4 persons ride in a sL~gle car the daily co~~ute 
cost per person via the SP is generally higher atprop¢3ed' fares 
than the related daily cost per person by private auto. At 
present fares the daily commute cost per person via the SP are 
both higher and lower than the like commute cost by private auto 
depending upon the number of passengers in excess of one riding per 

car. 
In Exhibit 2~ SP presented a comparison of daily 

commute costs via SP at the proposed level of tares with the 
like daily costs per person (including the value of dual purpose 
time foregone) '''hen commut1ng by a private subcompact automobile. 
The comparison suggests that the daily cost per person to commute 
via SP at the proposed level of fares is significantly less than 
the like daily costs incurred by a person col":'lItuting by private 

, ' 

_Ubcompact automob'ile when the value of his personal time f"orgone 
to commute privately is included. 

Several comparisons of SP's present and proposeu tares 
w1th the like fares of other public and pr1vate uti11ty trans,it 
systems were presented as further support of the sought relief. 
One such comparison shows that the general level of SF's present 
fares is subztant1ally lower th~~ the level of comparable fares 
applicable with1n several of the eastern metropol1t~~ areas of 
the United States~ ~~o other similar co~par1sons were made showing 

, ' 

the present monthly costs to commute by Greyhound Lines~ Inc. (Greyhound) 
or the Bay Area Rapid Transit. Dist.rict (B:3T) with the related monthly 

" 
costs to co~~ute via SP at present and proposed fares. The 
comparisons are summarized in Tables 8 and 9: 
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TABLE 8 

Monthly Costs to Commute by SP Versus Greyhound Lines z Inc. 

Greyhound 
20-R1de 
Exceeds 
Present 

Between Greyhound. SF 5-Day South~rn Pacific 
San Francisco 20-Ride X Monthly 2-Day Month-

And 42 Tri'Os By Present Pro'Oosed' .. 
South San Francisco $33 .. 79 25 .. 1%' $27.00 $52.25 
San Bruno 35 .. 76 32.4 27.00 52"~25 
Millbrae 35.76 32.4 27.00 -52"~ 25'-
Broadway 39.63 25 .. 8 31.50 6f.:zs-
Burl1ngame 39·63 25.8 31 .. 50 61.25 
S'ln aateo 41.60 32.1 31.50 61.25 
Hayward Park 41'.60 32~1 3'1.50 6i~2S 
Hillsdale 41.60 15.6 3"6;. 0-0' 70~'25>' ' e 
Bel:mont 45.41 26.3 36.00' 70.2'5 
San Carlos 45.47 26.3 36.00 70.25 
Redwood City 45.47 26 .. 3 36 .. 00 - 70.25 
Atherton 49.35 21.9 40.50 - 79~'25 -
Menlo Park 49.35 21.9 40 .. 50- 79.25 
Palo Alto 53.26 31.5 40 • .s0"-: 79.25 
Californ1a Avenue 53~26 31·5 40.50 - 79·-25 
Mountain View 59.24 3i~6 1"5.00 8'8.00 
Sunnyvale 63.25 40.6 45-.00 - 88.00 -. 
Sant'a Clara 67.16 38.5 48.50- . 95 .. 00 

48.50 .-
...... 

San Jose 71.04 46 .. 5 95.00 
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TABLE 9 

Monthly Cost to Commute by SP Versus BART Between S~lar Far~ Zones 

300 
BART {42 Rides~ Exceed:) 
Between Present Southern Paeif~~ 

Montgomery'. Street SP 5-Day Between 
San Fra.nei~co Monthly San Francisco .. . .. 

And ~ By And Present Prol:)Osed 

Mac Arthur $33.60 24.4% South San Francisco. $27 •. 0~ $;2.;25 ., 

Fruitvale 37.80 40.0 Sa..'"l 'Bruno 2:7.00 52;25 
North Berkeley 37.80 40.0 lI.illbrae 27.00 52;25 
O~..nda. 48.30 53.3 Broadway· 31.50 61.25 

Burlingame 31.50 61.25' , 
Bay Fair 4$.30 53.3 San Mateo 31.50 61.25~· 

Lafayette 50.40 60.0 P.ayward Park 31.50 61~25 

e Hills<!a.le 36.00 70.25 
Hayward. 50.40 .!..o.o Belmont 36.00 70.25 
South Haywa..""d 52.50 45.8 SB..'"l Carlos 36.00 70.25 
Pleasant Hill 54.60' 51.7 Redwood City 36,.00 70.25 
Union City 56.70 1..0.0 Atherton 40.50 79.25 
Concord. 56.70 ,40.0 Menlo Park 40.50 79.25 

Palo Alto 40~59., ... 79 .. 25 
Fremont 5?80 45.2 California. Avenue 40.,50 79.25 

'." ' " 

MO'Untain View 45.00- 88.00 .' 

S1.l!ll'lyV'3le 45 .• 00 8$'.00 

Sant:l Clara 1.8.50" 95.0(f 
San Jose 48.'50.. ~.' , . 95.·00, .• 
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The present monthly cost to commute 'by Greyhound between" 
San Francisco and various peninsula communities is shown in Table 8 
to exceed the present related. cost to commute via SF in" ,a~l instances 
by 15.6 to 46.5 percent. Conversely, under SF's proposed'fares, the 

• "I 

resul ting monthly commute cost exceeds the present like cos,t ~y1~ 
Greyhound in,all instances by 33'.7 to 68.9 percent. Table 9 indicates 
that under BART's one-way fares the resulting monthly cost exceeds .. 

the like cost via SF at present fare levels in all' instances by 
24.4 t,o 60.0 percent. As in the case with GreYhoUnd, the monthly 

. . .. 
cost to SP commuters at proposed fares will exceed the current 
monthly cost via BART in all instances by 22 to 56 percent. 

The percentage relationship between fare box passenger 
revenues and total operating expenses of several local transit 
agencies was also co~pared with the like experience of SF. A 
summary of this .comparison is: 

TABLE 10 

Comparison of Percentage RelationshiP 3etween Fare Box, 
Passenger Revenues and Total Operating Expenses of Local 

Transit Agencies and SP for Years 1974 and 1975 ' ,', 

Transit Systems 

Alameda';'Contra Costa 
Transit District CAC) 

Bay Are.a Rapid Transit 
~istr1ct (BART) 

' .. 
Golden Gate Bridge, Highway 

and Transportation District 
SF - Co~nute SerVice 

Passenger Revenues As A Percent 
Of'Total Ooerating Expenses;,. 

1974 1975 
(Actual) (Estimated) 

51 

18 

53 
50 

34 

56 

Table 10 indicates that the fare box revenues of the several 
transit systems are grossly inadequate in relation to their respective 
operating expenses. It Should be noted that while the operating 
defiCits or the public tr~~sit agenc1es are absorbed by governmental 
funding or other direct tax sources no such public financial 
aSSistance is directly aval1able to SF. 
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Environmental Im~act Re~ort (ErR) 
Ac a state agency the COmr:l.1ssiotl is subject to the 

provisions of the California Env1ron."llental Quality:A.ct (CEQA),and .tbe 
CEQA guidelines adopted by the Office of the Secretary ror,Reso~rces:
The Commission's compliance with CEQA and the guidelines is set 
forth in Rule 17.1' 'of the Commission's Rules of Practice· and 

Procedure. The Comm1ssion po11cy stated in Rule l7.1(a)(lJ is: 
"It shall be the general policy of the Commission.· 
to adopt and adhere to the pr1nciples~ objectives~ 
definitions> and criteria of CEQA and of the 

.. Guidelines promulgated thereunder !.n i t.S 
regulations under its const1tut1ona1 and 
3tatutory authority." 
Pursuant to.a Commission Order Instituting Investigation 

into a method of compliance with CEQA we concluded that: 
"~ •• the policy provisions of CEQA (§§ 21000, 
21001)· apply to rate proceec1ngs but the EIR 
provisions of (§§ 21100 ~ seq.) do not. 
The Con~ission will consider potential 
environmental impact in rate matters. ~llien 
such i~sues are brought to 1izht by the ~~aff 
or other parties, appropriate findi:'l.gs Nill be 
made thereon. (Pub. Ut:1.l. Code § 1705.) "4/ 

The Memorandum of Prehear1ng Conference issued by 

the assigned examiner in this proceedL~g announced. that environmental 
data will be received. Accordingly, SP engaged the services of 
Reto./Nolte and Associates, Inc.) a firm of consulting environmental 
engineers, to conduct studies required to determine the environmental 
impact of SP's fare proposal with respect to changes in traffiC, 
air and water pollutants> noise, and fuel consumption. The 
results of the consultant's study are set !'orth In SF Exhibit 19. 

The objective of the study was to provide a comprehensive 
environmental impact assessment, concentrating on effects of 
the assumed diversion of:SP's passengers to other'modes of 

4/ Decision No. 81237, 75 CPUC 1~4~ e-
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transportation. The oasic study approach was to determine existing 
condltions and to forecast future conditlons resulting from SP's 
passenger diversion, then compare the two 1n analyzing the impact 

of the diversion. 
The West Bay commute corridor was taken to cons1st of SP's 

commute passengers and veh1cu1ar (auto and bus) traffic on 
F~eeways 101 and 280 from San Jose to downtown San Fran¢isco. 
Passengel\s d1verted from SP were assumed to transfer to pr1vate 
vehicles '(s1ng1e and carpool) or one of several bus alternatives • . 
The environmental lmpacts from these commute changes were analyzed. 

Since an exact estimate of the passenger dlversion' 
associated with a partlcu1ar fare lncrease is difficult to quantify, 
each envlro~~enta1 criterion was analyzed and forecasted on the 
bas1s of an assumed total diverslon of SP's commuters. The projected 

• • I • 

, . 
effects of other magnitudes of diverslon were obta,ined by using 

appropriate percentage factors. 
For most criteria the impact of total diversion is 

negligible and smaller magnitude3 of diversion cause propor~1onate1Y 
smaller effects. A summary of the indivldua1 environmental 
analyses, as presented in Section IV of the report follows: 

1. Traffic 
The results of the traffic study show that 
diversion o·f all commuters would increase 
average dally traffic (ADT) in amoun~s 
ranging from 3.0 percent to 6.2 percent on 
Route 28~ and from 0.8 percent to 17.9 percent 
on Route 101. The more critical parameter, 
peak hour trafflc, is estimated to increase 
(at total diversion) in amounts ranging 
from 14.5 percent to 23.1percent on 
Route 280 and from 6.3 percent to 17.9 percent 
on Route 101. The large increases (at total 
diversion) in peak hour traffic on Route 280 
(at Route 92 where the large increase. occurs). 
are not indicative of a significant impact 
on service level because' ·there"1sadequat~· ..... . 
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capac1ty to serve the current and total 
d1vers1on traff1c 1n this area. The most 
signif1cant traff1c impact occurs on both 
freeways in areas in which peak hour traffic 
1s already at capacity and the diversion 
would result in substant1al 1ncreases L~ 
peak hour vol~~e. The most important such 
segments occur on both freeways north of 
the San Francisco County line. In these 
segmen~s, the 1mpact of total commuter 
divers!.on would be to aggravate stop-and-go 
(unstable traff1c flow) operat1ons during 
peak hours, and a spilling over of'excess 
traffic into the hour following peak traffiC, 
adding to congestion and delay. 

2. Noise 
The noise analys1s results showed that the 
COIT'.mut~l" diversion would not . raise the 1975 
noise level by more than a ~raction of a 
decibel on Route 280 or 101, which will not 
be perceived by receptors along the highway 
routes. The analysis was performed in 
accordance with the National Cooperat1ve 
H1ghway Research Program's Report 117 
Handbcok method, used by the federal 
highWay administrat10n and approved by 
EPA. 

3. Water Quality 

The results of' the water quality analysis 
ind.icated that the perce!"lt increase in water 
pollutants from highway runoff from the 
d1ver~lon would be ins1gn1f1cant 7 ranging 
f~om 0.5 percent to 1.86 percent for all 
water pollutants considered. The analysis 
was based on the EPA report, Contributions 
of Urb~~ Roadway Usage tc Water Pollution. 

4. Air quality 

The results of the air qua11ty analysis 
showed. 'that ambient air quality was not' 
degrad.ed ~ign1ficantly. A1r pollut1on 
emiss10ns along Routes 280 and 101 were 
found to increase by no more than 2 percent 
of eX1~t1ng traffic-generated emissions along' 
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Routes 280 and 101, and the average inCfease 
was determined to be approximately 1 percent. 
7he ~nerea~e wa~ al~o ro~d to ~e le~~ than 
0.1 percent of total emiss10ns for San 
Francisco, San Mateo~ and Santa Clara Counties. 
The analyz1s was perrormed using da~a and 
methodology approved by the Bay Area Air 
Pollution Control District. 

5. Fuel Consumption 

The impact of the diversion on fuel 
consumption was determined to oe 
insignificant since gasoline 
consumption would increase by only 
0.3 percent in San Francisco) San ~~ateo) 
and Santa Clara Counties. In addition, 
reduced fuel consumption by SP, as a 
result of the passenger loss) would 
further reduce th!s figure. 

6. Cone lus10ns 
The noise, a1r, water quality, and 
fuel consumption impacts caused by SP 
commuter d1version were found to be 
neglig1ble, but they are all important, 
particularly when cons1dered on a 
cumulat!ve oas1s. The increase in peak 
hour traff1c 1s the most s1gnificant 
1mpact created by co~~uter divers1on. 
This effect, which varies directly with 
the percent of commuter diversion, is of 
concern only at freeway zones in which 
ex1sting peak hour traffic 1s already 
at capacity. 

Starr Ev1dence 
The Co~~ssion's Finance and Accounts Division (F&A) and 

Transportat1on D!vis1on presented a series of staff studies 1n 
response to SF's proposed fare L~crease. 

The F&A ~taff reviewed in cons1derabledeta1l PW's work 
papers wh1ch su,;:\port the results contained in 1ts report. 
(Exhiblt'·l). Accord1n~ to the .staff's. analys1s of the $io.9 million 
1n 1914 expenses developed by PW~ $4.7. m1llion isd1r~ct commute 
expenses, $3.0 mil110n 1s derived from allocat1ng systemwide expenses, 
and $3.2 million is derived from allocating other company expenses. 4It 
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In its study, PW determined expenses directly identifiable 
with co~~ute operat1ons. Expenses common to co~~ute ~~d freight 
operations w1thin the co~mute area were allocated on the basis of 
labor hours> gross ton m1les, t~a1n m1les, unit miles> or other 
appropriate methods. For expenses incurred 1n the commute area~ such 
as d1spatching tra1ns, insurance, commun1cation systems, and employee 
hea~th and welfare benefits, etc., which could not be identified 
specif1cally, various allocation ratios were developed us~~g the 
commut.e statlztical data to. comparable systemwide stat1stica.l data 

for allocatL~g the commute portion of such expenses. Other co~~ute 
relate? expenses are incurred outside the commut~ area such as 
equ1pment repairs, Western D1v1sion ado1n1strat1on, and systemw1de 
adm1nistrat1on including support services. t1any of these expenses 
are also co~~on to commute and other classes. of transportat1on 
'serv1ce.. PW allocated these .g..ommon costs us1ng methods" .... which are 

~consldered reasonable in the c1rcumstances, are generally consistent 
with the intent of the rules of separation prescr!oed by Section 1242 
of the Code of Federal Regulations and are based. 0:-" the princ1ple of 
'full absorption costing'." 

B~sed on the methodology used, the staff believes that the 
commute operating results dete~ined by PW represents the best 
1nformation availa.ble on 1974 operations. In expressing this 
op1nion) consideration was given to the deficienc1es 1n SP's 
accounting records that required reconstruction of costs, the need 
to perform zpec1al studies of certain operations, and the fact that 
substantial amounts of commute expense result from allocation of 
expenses common to co~ute and other classes of transportat1on. 
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SP adopted the PW 1974 adjusted results of commute 
operations as the base rate year for demonstrating estimated results 
of operations under present and proposed rareswith expenses indexed 
to April 1, 1976 (Tables 6 and 7). The starr questioned SP's 
failure to employ the 1975 adjusted results of commute operations 
wh1ch had assertedly been developed by SF based primarily on PW's 
recommended methodology. The staff correctly observes that a base 
rate year should be a recent year that has been critically rev1ewed 
and verified to be ~ normal test year. While the PW's 1974 adjusted 
results of commute operations properly assigned a pro rata share or 
total SP system expenses to the commute operation under fully 
allocated cost procedures, the F&A staff contend that, standing alone, 
such procedure does not guarantee consistent reasonable ,results when ~ 
used to separate less than one pe~cent o~ the total system expenses 
assignable to the commute operation. An F&A statf comparison of the 
1974 and 1975 adjusted results or commute operations foll.ows: 

" 

-23-



A.55131 bl 

e 
TABLE II 

Estimated Results of Commute Operations for Year3 
~ded December 31, 1974. and 1975 and as or April 1, 1976 

1974.Y f:J1i1 Item - -
Revenues 

Pa:s~enger ticket sales S 5,0$7,100 $ 4,630,700 
Imputed pass reveme 428,000 428,000 
All other 128 t 100 11:2:400 

Total rcvenue5 ,,643,200 5,172,100 
Operating Expc~5es 

Maintenance of w~s and ~tructures 775,6(JJ 903,000 
Maintenance of equipment 2,155,000 2,264,600 
Traffic 132,500 48,300 
Tran"portation 5,552,400 6,430,400 
Gene:-sl 647:200 ~2~200 

Subtotal ~ 9,263,4.00 10,,39,500 
Le:ss: !~onrecur' 4- C240z2C9) ~228t200) 

Total opernting expensQ~ 8,92),200 10,081,300 
~axes, other th~~ income 1,513,400 1,621.800 

Interest expense l4fJ,5QO 168,200 
Rental. for locomotives ~6z7:;J 

Tot::J. expenses 10,577,100 ll,92S,OOO 

Net 103S from commute operatiOns 4,933,900 6,755,900 

11 Price ~Iaterhou~e less nonrecurring cXj:)enSes. 
~ Reported 1975 adjusted by statf~ , 
"J/. P~! indexed to .April 1, 1976 - unadjusted by staff. 
Y For ratemaking purposes the staff recommeM5 that 

1974 and 1975 P'~: adjusted results of operatiOns oe 
further revised. for nonrecurring exper..ses. as follows: 

E:st. Current 
ResultSr)! 

.April1r 197 " 

$ 4,558,200 

~z600 4,7,$OC) 

1,058,900 
2,479,800 

55,200 
7,006,700 

12:2:800 
ll,:334,4OO 

ll,334,4OO 
1,712,200 

172,500 
~:200 

13,29,400 
$,601.600 

~ 1974!21i' 
Total expense per Pi; 
less: Depreciation expen~e on fully 

depreciated locomotives 
NonrecurriDg: expenses: 

Relocation oiS.F. passenger 
station &:ld yards 

Ad.vertising , 
Cost of PW :study and report 

$10,917,300 $12,486,200' 

(1l7,SOO) (101,300) 

(135,400) (235,300)" 
(86,000)' '-

Total expenses less adjustments 10,577,loo 
(22l,6oo) 

1l,928,OOO 

(Red. FigIlre) 
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If F&A's proposed adjustments for nonrecurr1ng expenses 
are adoPted SP contends that PW expenses for ties" rails., and 
personal injuries should also be revised to reflect an estab11shed 
normalized annual bas1s. The F&A proposed adjustments for 
nonrecurr1ng expenses have merit provided the expenses are 
annualized as recommended by SP. S1nce the net effect of F&A's,a~d 
SP's suggested adjustments to PW's 1974 and 1975 adjusted results 
of commute operations are largely offsetting, the aaoptlon ot· 
PW's 1974. adjusted results of commute operations without such 
further revis10ns as the base rate year is not: unreasonable. 

SP states that ~~S ~975 sy~~e~ rre!ght operations rer~eet 
a recess~on year while the peninsula commute service remaL~ed rather 
stable. Any efforts to separate less than 1 percent or the total 
1975 system expenses assignable to the co~ute service would ~ake 
the resulting co~~ute expenses vulne~able to the staff's admon1t1on 
of "grave distortions". SP contends- that the Pvl 1974 adju_sted . e 
:-esult-s or commute opera"tions represents a reasonable normal test 
yeax. For this reason the 1974, 1n 11eu of available 1975 .. 
adjusted results o~ commute operations were employed by SP as the 
base rate year. 

The Transportation D1v1s1on starr developed what 1t termed 
the avo1dable abovc-the-rail costs of SP's commute service for a 
constructed 1975 test rate year.2/ The staff explains that it used 
avo1dable above-the-ral1 eosts in its rate study beca1.:se the magnitude 

. of SF's proposed fare increase is assertedly tantamount to abandonment 
or service. The starr's so-called avoidable above-the-ra1l.results 
of commute operations are: 

2/ The staff def1nes avoidable above-the-ra1lcosts as. the "total 
expenses that the company could have avoided 1tit.d1d not operate 
the passenger train service 1n the test year 1975" .• -
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TABLE 12 

Statt Estimate of the Avo1da~lc Above-the-Ra11 Results of 
,tP's Commute Operations fo!" a Constructed 1975 Tes'tYear 

De~cr1"Ot1on .' 
Revenues 

Passenger t1cket sales 
Stat1on-revenue 
Park1n6 
Equ1valent pass revenues 

Total reve-nue 
Expenses" 

Maintenance of way and structures 
!-1aintena."lce of equipment 
Traffic 
Transportation 
General 
Taxes 

Total expenses 
Prof1t or (Loss) 

Amourit 

$' 4_;'630~;;'100 - .
. , 44 ,,'SOQ- , . 

.. 63,7-00. 
45~,700" _ 

5~192,,600 

99,600 
1" 403,,4'OC' 

88,300 
5,312,700 

144,.800 

7,048,,800 
(1,,856j1200) 

" ... 

The passenger revenue ohown in Table 12 is computed .from 
the 1975 t1cket sales. The total passenger revenue shown 1n Table 12 
compares favorably with the Ap!"il 1,_1976 passenger revenues employed 
by SP (Table 7). The station revenue of $44,500 reflects SF's 
annualizee total baoed on actual revenues for a six-month period 
ending r!arch 1976. Similarly, the parking revenues represent 

.. ' . _. " 

12 months' actual experience for the period ending r,1arch 31, 1976 
(SP Exhibit 21). In develop1ng the commute expenses for the test 
year the staff explains that emphasis was placed on lacor ~"ld allied 
payroll expenses since such items compr1se ab,out 76.7 percent of the 
total expenditures. The staff did not determ1.."'le labor exr,>enses· 
directly from spt s accounts. Such calcu~ations were :predicstecL upon 
effective labor agreements and a constructed number of SP employees 
whose activities were in vary1ng degrees assignable to the peninsula 
cOl':lIllute operations. (Dec1sion No. 82242 dated December 7, 1973 in 
Application No. 53666.) 

-31-



A.55131 bl 

Th~ staff's 1975 test year shows that the avoidable above
the-rail expenses tor Sp·s commute operations amount to $7~04a~800 
which, in turn, exceeds estimated total revenues by $1~856~200 
($2,309,900 when equivalent pass revenues 01" $453~700 are 
excluded) • 

Staff Alternative Fare Proposal 

The COmmission's Transportation DiVision starf recommends 
that SP be authorized a 25-percent fare increase_. The staft's 
proposal is conditioned upon SP's maintenance or the present level of 
commute service for a period of at least one year in order to afford . 
puh11e transit agencies time to implement the1r plans. 

The staff concedes that its alternative fare proposal will 
not ret~n revenues sufficient to cover the out-of-pocket (variable) 
costs of service. Stafr Exhibit 33 (Graph II) shows that a fare 
1ncrease of approximately 85 percent is required to offset the start's 
so-called avoidable above-th~rail expenses of $7,048,800. 4It 

The staff wa~ unable to explain how the ~:tab11shrnent 
of its proposed level of fares which are a~~tted:~ conflscatory~ , 
may be found to be justified. i-lhile the staff endeavored to show 
that its proposed 25-percent 1ncrease would raise SP's passenger 
fares to the approximate level of Greyho~~d's eX1st1n~ fares, such 
comp'ar1son was subsequently sho ..... '1l to be understated. 
SP Rebuttal Evidence 

~hrough e~-exam1nat1on'and rebuttal evidence SP 
established that the starf's SO-called avoidable above-the-rail 
results or commute operations for the 1915 test' year were 
substantially understated. F1rst, SP demonstrated that the term 
avoidable costs as generally employed by the Interstate Commerce 
Commiss1on 1ncludes (RT 1604): 
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"_ •• all expenses whlch would be 1ncurred by 
a carr1er in prov1d1ng a serv1ce which 
would not be 1ncurred, in the, case of 
discontinuance, if such service were 
discontinued or, 1n the case of aba~donrnent, 
1f a line over wh~ch such service was 
provided were abandoned. Such expenses 
shall include b~t are not limited to all 
cash inflows i'Thieh are foregone and 8.11 
cash outflo~'ls which are incurred by such 
ca:rier as a result of not d1scontinuing 
or not abandoning such service. Such 
foregone cash 1nflows and 1ncurred outflows 
shall include (1) ~lork1ng ca.p1tal and required 
capital expendltures, (11) expenditures to 
e11minate deferred ma1ntenance) (11i) the 
current cost of freight cars, locomotives" 
and other eqUipment, and (iv) the foregone 
tax benefits from not retir1ng properties 
from rail service and other effects of 
applicable Federal and State income taxes." 

, " '. ' 

The staff's results or COlnmute operations for a constructed 
~915 test year (Tab~e 12) do not include all the expense items 

class1f1ed as avoidable costs as that term 1s used and generally 
understood in ra11 discontinuance or abandonment proceedings. 
Actually, the st~rf's test year represents an effort to show the 
direct out-or-pocket (variable) costs of SP's commute service. The 
tern "variable costs" was defined (RT 1115) as those costs 
which vary d1rectly w1th output over a given period of time. 

SP developed from stafr work papers that a substantial 
~10~~t of direct labor was erroneously omitted from the staff's test 
year co~putat1ons. SF contends that various addit10nal cost items 
should also be reflected in the stafr's test year. As a m1nimum, SP 
would have included all short-term variable costs ~easurable over, a 
period up to five years. However, if it was intended to include 
all medium-term variable cost ele~ents measurable over a period of 
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rive to ten years in' the starr's test year~ SP wou14 include 

seve:-al additional categories of expense which are considered to be 
partially variable and are so allocated by variability ractors 

established by the Interstate Commerce Commission (Statement . . 

No. ICI-73). SP expla~~ed that~ while variable cost of operations 

would be less than the avoidable costs of operation determined 
under proced~res established by the Interstate Commerce Co~~iss1on~ 
its proposed variable costs for the commute service exceed the statt's 
avoidable cost presentation shown 1.."'l. ~able 12' hereof by a substantial 
margin. A summary of SP's suggested adjustment's in: the starr's 
constructed 1975 test yea:.- follows: 

. ' .~ 
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TABLE 13 

S\.':Droa: y of Proposed Adjustments to the, Staff:s 
Commu'te operating Expenses for the 1975 Test Year 

sPt:;'proposed 
E?:2cnze Iteos Adj t:S tments 

A. Total ExpeD.ses for 'Xes t Yea.r 
(Table 12) 

Ad ~ us tment:s 
Direct Variable Cost Basis: 
1. Labor $ 509,000 
2. To~l Direct Variable Expenses 

B. Short -Term Va.riable Cost Basis 
(less eoan 5 years): 

3 .. Equipment Depreciation 546,000 
4. ?ersonal Injuries 89,700 
5. Inte=est-Equ1pment Trusts 168aOOO 
6" Additional Va:iable Expenses 1,312,700 
7. Total Short-Term Variable Exp. 

C. Medium-Term Variable Cost Basis 
(5 to 10 years): 

8. Mainten.cmee of Way & Struct:ures 281,000 
9. Y.aintenance of Equipment 199,800 

10. Transportation 302,700, , .. Gener.al 540:100 _.L.. 

12. Additional Variabl,e Expenses 1,323,600 
13. Mediura-'!crm Variable Exp. 
14. Annual Charges for Ties, Rails, 

& Injuries 442,900 
15" Total M~dium-!erm Variable 

Expenses (Lines 6, 12, & I f$-) 3,,079,200 

16. Total Medil!1Xl.-Term Variable Exp. 

D. Adjusted Operating Loss for Staff's 
1975 ':rest Year: 

11. Staff Computed Operating Loss 
(T.a.ble12) 

18. Direct Variable Operating Cost 
Deficit ($7)557,800 - ~5,192,600) 

19. Short-Term Variable Operating 
Cost Deficit ($8,361,500 - $5,192,600) 

20. Medi'Um-Term Variable Operating 
Cost Deficit ($10,128,000 - $5,192,600) 
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Total Adjus ted 
E~enses 

' ,~ 

$.7~C48.eOO 

509~OOO 
7,557,8trn" 

j.z312:a 700 
8,361,506 

1.J323.600 
9,685,100 

442,900 

10,128,000 

1,856,200 

2,365,200 

3,168,900 

4,935,400 
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Table 13 shows that the operating def1c1t of $1,856,200 
computed by the staff for a constructed 1975t'est year should be 
adjusted to 1nclude om1tted labor costs of $509~OOO and thereby 
reflect an est1mated d1rect var1able operati~'loss of $2,365~200. 
Under SP's short-term variable cost adjustment the operating'def1c1t 
would be 1ncreased to $3~168,9CO. If' the med1um-termvar1able 
costs of' operat1on were to be used fo'::' construct1ng f.ares ,SF 
would 1ncrease the staff's test year expenses by ~3,,079,200 and 
show a related operating loss of $4~935~400 for the 1915.test 
year. The total med!um-term adjusteu variable operat1ngexpenses 
of $10,128,000 amounts to about 76.3 percent ofSP's fully allocated 
total current expenditures of $13,269,400 shoWn1n Table6.Th1s 
percentage relationship is w~ th1n the 8o-percent range wh1 .. ch· SP 
contenCs 1s what should normally be expected. 

In suggesting amendments to the sta~f's test year SP states 
it should be clearly understood that.it is not recomm~n~1ng the e 
var1able cost procedure as an appropriate bas1s for con~~ruct1ng 1ts 
penins:.l.la passenger fares. It is the carrier's f1r1:l posit.1on :that 
the fare structure for its commute service should reflect,fullY 
al1o~ated costs. 
Pub11cTra."'l.s1 t Ager.cies 

Pursuant to Sections 730.3 and 730.5 or ~hePublic Utilities 
Code a filing not1f1cation of Application No. 55131 was r.1a11ed on 
February 5, 1976 to the various public transit agenCies 1nvolved. 
Representatives from the State ~1etropoli tan ~.:Tansportat1¢~' 
COmmission (MTC») San ~Iateo County Tra..~sit District (sam~ans)" 
Santa Clara County D15trict" and the C:1ty and County, <?,(:.San Francisco 
(Mun1)" actively responded to the'Comm1ss10n'sinv1tat1onto 
participate in this matter. .' .. 
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There 15 a unanimity of oppos1t10n among the public tr~~s1t 
agencies to SP's proposed fare 1ncrease. There 1s also 
general agreement that any adjustment in SP's fres should be 
c.eferred u.."'lt11 at least a pub11c transit plan for· the West Bay 

corr1dor has been completed a.."ld suomi tted to the State Legislature 
for approval. It is asserted that any other course of a.ct10n 
might have a se:-1ous adverse impact upon actual and potent1al 
r1dersh1p with1n the corridor before the trans-1t agencies have had an 
opportun1ty to 1mplement the1r plans. 

A project d1rector for ~1TC 1ntroduced a series of exh1b1 ts 
pertaining to mass transit plans for t~e San Francisco pen1nsula. 
MTC's Exh1b1t 26 contains excerpts from S3 283 dated January 27, 1975 
\-lhlch prov1des: 

"Sec. 14(a) The Metropolitan Tr~"'lsportatlon 
Comm1ssion shall conduct a study on alternative 
forms of trans1t development within the Hest 
Bay Corridor. The study shall be 
d1rected to determ1ne the feasibility of: 

"(1) Upgrading the Southern Pacific 
Transportation Company's conmuter 
service to a transit service level. 

"(2) Extending the San Francisco 3ay Area 
Rapid Tr~~s1t District's serv1ce from 
Daly City to San Jose. 

fI(3) Extending the San Fra:'lcisco Bay Area 
Rap1d Transit D1strict's service to 
the San Francisco I:'lternational 
Airport and upgrading the Southern 
PaCific Transportation Company's 
service from !l1l1brae to San Jose. 

"(4) Implement~g other t:::-an3it alternatives. 
nCb) The commission shall sub=dt a report on 

its study to the Legislature not later 
than January 1, 1977." . 
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In response to the Legislature's directive the I·1TC 

activated a Peninsula Transit Alternatives Project (PENTAP). A list 
of approximately 25 preliminary trans1t alternatives were developed 
by MTC. We understand that the list was subsequently reduced to five 
trans1t plans, one of which, having been recommended to the 

Legislature for approval> provides: 

Alternative B 
1. Irnproveme~t of the SP ser~ce a5 the 

principal ele~ent of corridor 
transportation i~cludL~g: 

(a) Improve~ent in schedule reverse 
peak hour service (zouthbound a.m. 
and northbound p.m.) and service 
to peninsula stations. 

(0) I~odest Orr-peak schedule improvements. 
(c) ~!odest improvements to stations and 

parking facilities. 
All 1mproved service sh~uld be operated by 
the SP under a purchase of service or other 
agreement; airport connection to be provided 
by Shuttle bus. 

2. Retention of the present terminal location 
in San Francisco at 4th and Townsend Streets 
but provision for i~proved collector/ 
distributor service with buses serving major 
dest1nation areas in San Francisco. 

3. Prov1sion tor supplemental express bus 
service on H1ghways 280 and 101 using 
"trunk and branch" operations serving 
peninsula communities, San Francisco ~~d 
San Jose airports~ and San Fr~~cisco. 

4. PrOVision for improved facilities for bus 
movement on Hig.."1way 101 from Sig.'1way 380 
north to H1ghway 280~ e1ther through 
construction of add1t1onal lanes for high
occupancy vehicles w1th1n exist1ng r1~~t
Of-way or design,at1on of ex1st1ng la."les 
as bus-preferent1al lanes. 
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5. Inclus10n of d1:::-ect bu's, access ramps to 
the Transbay Terminal in ~~y future 
connect1on of Highway 280 from 3rd Street 
to the Bay Bridge. 

6. Coordination of co:'%'1dor service with " ' 
the local tranSit systems 1n Santa Clara, 
and San r1ateo Counties to 1nsure adequate' 
feeder serv1ce and to meet the needs of' 
the transit dependent population .. 

, , . 
7. Provis1on for ~ubllC acquisition of the 

3.4 ~le segment of SP r1ght-of-way at 
the north end of San ,Bruno branch1!" 
SP 1s successful in 1ts current application 
for service abandor~ent. 

In express1."'lg 1ts concern over the adverse impact that 
, ' ' 

SP's fare proposal may have upon public transit r!dersh1p~ r.!TC passes 
no judgment upon -:he financial needs of SP. 

Representatives from S~~Trans expressed an urgent desire 
to conduct negotiat10ns with SP relative to developing 
a mutually satisfactory jOint progra."n tOimplementtrans1t' 
plans to the ext"ent that they involve SP's commute service. Such 
negotiations would incluue ~"'l arrangement to provide SP 
with whatever subsidy was shown to be justified. Sazr.Trans feels 
that various 1"o::'ms of subsidy appear open to negotiation, but a 

, . 61 
form of purchase service agreement appears to be most feasible.-

SF's current pos1~ion is that a subsidY,1n any ro~, i~ 
totally unacceptable. To date, SP' is willing to d1scu~s'6nlY those 
arrangements necessa.-y for ~~ outright sale of its peninsula 
commute serv1ce to an appropriate public authority. S1' contends 

" this is the only Viable alternative open for d1scuss1on other than 
a fare structure designed to !"ully cover the cost of perfOrming a 

§/' The r·!ills-Alqu1st~De<1deh Act at.:.thorizes transit d1stricts and 
, other operators to file claims with t~~, transportat1on planning 
agencies for funds to support public transportation systems. 
For claims filed to cover subsidy payments to ,railroad corporations 
see Sectio:o.s 99260.5 and 99267 of the PubliC Utilities CO.de. 
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aesired level of service. Certain- transit author1tieshave suggested 
that the assistance of this Commission be solicited to monitor the ., 
discussions by the various principals involved. 
Other Protestants 

The Pen11''lsu1a Commute & Transit COmmittee (PCTC) played 
an active role throughout the proceeding on cehalt of !ts 
membership. Its opposition to SF's fare proposal in general 
supports the position taken by the several transit agencies. The 
OPPOSition of the other protestants is directed more toward the 
rnagni tude of the sought increase rather than being opposed to any 
mOd.est upward ad.justment in fares. 

An interested Party requested that the present age 
limitation of 26 years for student d1scount fares be e11minated. 
Wh1le this proposal has some merit it is not justified at this 
t1me. 
Discuss10n & Recommendations 

The uest1ny of SP's COr.'lmi..l.te service 1s now in jeopardy. 
!t has experienced a steady loss of riders over the past 25 years. 
The current derond for SF's com.'nute service appears to be very 
inelast1c. v.mile SP's fares are substantially lower than Greyhound's 
present peninsula fares and in :rr.a.ny instances are less. than the 
cost to commut~ by private ~utomob1le~ there 15 no 1nd1cation of 
any diversion of traffic from such other ~odes, to SF.. Except for a 
possible inconve::'lience factor~ due to location of SP's fixed 
ter.m1n1~ the only apparent reason for the. inelastic demand is the 
relat1vely fixed r1d1ng habits of peninsula cOmmuters. 

It has been established that the level of SF's current 
passenger ra~es do not generate suff1cient revenues to cover the 
direct variable cost·so! service. To this· exteri't-'t-be'rare's"'a~~-:,~b~lo,oJ 
a zone or reasonableness. When such depressed levels o:r:fares::are 
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., .", 

shown :to eXlsti tcan eenerally be said that the 'carrier has 
established a prima ',facie case to either inc'rease1ts revenu'es 

thl"ough appropriate increases in f:lres 'or reduce bPerating'expenses 
by reductions in serV1ce. In the case at' ha."'ld; 'the 'o'rilY-1~~ed1ate 
v1able sources for generating add1t'1onal revenue are a lim1t'e'd 
fare increase' supPlemented with PUb'11ctranS'1tsub'~i~and/c;:~·;;a 
purchase service agreenlent ":1th the eX"istm'g' tra:nsit auth.o'r1~~es. 

SP contends that the only' solution to the- revenue ,- needs of 
its commute operations is to l.."lcrease rare's: 'on a'f~lly'alld~at~d 

.-, " 

cost baSis. spt s position is that if the public does" not' wish 
to support the commut'e service it demands such s'ervic'e should then 
be taken over by public al.tthor1ty. SF h'as apparently: Pursu~d this 

"," . 

l:ltter course of action without success. As' an alternative,' it now 
proposes to increase fares by approximately 96.4 percent:- SP 
estimates a tare increase of th1s magnitude 'N'ould cause' a' 20)i 
percent loss in riders. This would certainly eXPed1te· the ... deLlise 

of its commute ~erv1ce. We note that a fare increase of'96.4 
percent 'tr11l not raise revenues suff!ciently to' 'offset an estimated 
fully allocatedoperat1ng deficit of $6~o36~200 (Table '7) for the 
rate year ended April l~ 1976. 

The !'<ITC's PENTA? report was subI:11tted on Dece~ber 30,1976 
to the Legislature for approval. The pla."'l calls· f~rthe' upgrading 

of rail and bus service within the 'f:lest Bay corridor for the next 
15 to 20 years. The plan contemplates the 1mprovementof SP's 

.- '--', 

passenger rail service as the principal element of corridor 
trar.sportation. 

The local peninsula transit agencies have ~ade ~ genuine 
effort to negotiate Nith·SP for a joint partnership arrangement: to 
implement the pub11c transit plans for the peninsula. 'The' re'co'rd' shows 
SF's management has declined to discuss any jo1nt transit program 
calling for subs1dy financing or purchase of service agreements by 
the tranSit d1stricts. 
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The Commission is charged with the responsibility for 

public transportation service on the San Francisco. Peninsula. It 
is clear that rail commuter service is an indispensable part of 

such transports. tian. It mus t therefore be preserved 3.:l.d every 
available avenue must be explored to assure its survival and· 
improvement. It is recognized that not all of the :reasons expressed 
by SF for being reluctant to enter into a contractw1th the transit 
authorities a.re without merit. Conversely, only actual negotiations 
wi th the transit authorities will determ:!ne whether Sp' s reluctance 
can be overcome. 

It is essential for the survival of the peninsula commute 
service that any fare increase that may be authorized at this time 

be held to an absolute mitlimnm permissible within a given zone of 
reasonableness. Accordingly, the staff I s results of commute 
operations for a constructed 1975 test year, as adjusted by SP to 
reflect various levels of va:iable costs will be adopted as a basi9lt 
for recommending. a level of alternative fares. An overall fare 
increase of 70 percent is required to fully offset the short term 
variable costs of SP's commute operations amounting to $8,361,500 
and at the same time provide a modest margin of $390,180 to' 
compensate for a potential diversion of traffiC due to the upward 
adjustment in fares (Table 14). 

The imposition of the full 70 percent fare increase atone 
time is likely to r..ave a significa:l.t a<werse impact upon the level 
of riders in the immediate future. It may also preempt whatever 
plans the transit agencies may have for establishing fares . once . the 
PEN'IAP approved transit plans are implemented. A single fare 
increase of 70 percent imposed at this time may also'encumber' . 
the effectiveness of any negotiations that· may be held between SP 
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and the approptiatet'l"tlnsit authorities :,elat:i.veto,the:!.mplementati~ 
of PENTAP.' Under thecircUII:Stances dtml fi:.r~ 'increases of 40 and 30 
percent, spread ~ver a reasor~ble period of time, are justified. 
An immediate inc::'e~se of 40 perce:l.t would. ,estab,lish"a lavel of 
passenger fares 'f~r SP's comm~te serviee~c0mp3rable to the existing 
fares of BAR'!' as well as Greyhound's presen't ~d 'pr~posed fa.res.' 
Tae recommended fares are set forth in Appendix ~C.- " . 

The deciSion of when or if the SO-percent ,portion ,:Of, 
the dual fare increase ough'i;: to become effective should be: 

deferred for a reasor~blc period of time to afford·Spane, the .:ransit 
agencies an opporturiity to reach an agreement relative ' to the .' 
implementation and ftmding of PENrAP as finally appro·"ed by ~,' 
Legislature. Such additional time contemplates that negotiations 
will be pursued diligently and in good faith. Should the parties 
desire the Commission to monitor the expected negotiations betWeen 
the transit authorities and SP management, as suggested .a,t the 
hearings, the Commission would be pleased to entertain a request fo:: 
such pa:ticipation. 

The estimated results of Sp's comcute operations under the 
recommended dual upward .adjustment in fares are: 
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TABLE lJ~ 

Estimated Results of Direct and Short-Term Var1able Costs 
Of Co~~ute Ooerat1onsUnder aReco~ended Dual 

Fare Increase o~' 40 and 30 Percentfor'a 1975 'Test Year 

De sC:::Oipt10n 
Passenger Revenue (:>,resent Fares) 
Imputed Pass Revenue 

Total ,Revenues Subject to Fare Increase 
Proposed Fare Increase 

Total Increased Revenues 
Station Revenue" ' 
Park1ng Re_venue 

TO,tal, Rev.enue,s _ 
D1rect ' Va:::o1able Expenses' 
Direct Varlable:Prof!t or (Loss) 
Short-Term Var1able Expenses 
Short-Term Var1ab'le Prof1t 0:::' (Loss) 

- ' 

Amount 
40% Fare 70% Fare 
Increase,:: Increase 

An 1mmed1ate 40-percent increase .1n SF's p.en1nsula 
passenger fares 1s expected to Prov1de addit1'on:al reven~~.' that: w1l~ e 
approx1mate the direct var1able c,osts of, service,. F.oweve~, '. it, 1s, 
ant.1c1pated that any subs1dy and/o:::' purchase of serv1ce,agreement 

T. ,\' ,". , .'_ 'e ' 

that may be forthcom.1ng from the expected SP negot1at1ons,with tb~ 
tra?s1 t agenc1e~ 1n the immed1ate future, w1ll) of course" be 
pred1cated upon the p:'1.."'lC1Ple 'of "full 'aosorp,t1on cost1ng,". Should 

- - - . , .. 
it become necessary'to permit theseconddphase of the dual fare 
1ncrease of 30 percent to become effect1ve, Table 14 ind1cates the 
result1ng add1t10nal revenue will more th~~ cover the short-term 
variable costs. Some revenue eros10n oay occur due to 'a loss of 
riders when the 30-percent fare increase 1s activated. Th1s loss 
of r1ders is not expected to be as great under a dual upward 
adjustment in fares, spread over a period of several months, than 
the loss of r1~ers wh~ch may occur 1f the full 1mpactor a 7o-percent 
fare 1nc~ease were 1mposed at one time. 
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Findings 

1 .. ,The SP's SanF:-a.."l.c1sco peninsula passenger fare structure 
was established 'by Decision No. 82242' dated December 7~' 191'3 in' 

Application No,. 53666. Ey Decision No. 820.()4' dated October 16~' 1973 
in Application No A 54267SP' s fares: were increased :0" percent ,to' 
offset a railroad retirement tax increase. /I. fuei' cost offset fare 
increase ct: approximately 8 pe::-cent was author1"zed by De'c!s1on' 

i'io. B34l9 dated September 11, 1974 in Application !Jo. 54514,wh1ch 
are the fares, currently in e~i'ect. 

2. Whi le SP' s passenger traffic has been declining 'over" the 

past several years, the evidence does not show'that this decline in 
riders 1s directly attributable to either the quality 0''£ service' . 
or the level of fares. 

3. S? now seeks authority to increase its passenger' fares' 
by 96.4 percent to provide additional revenue of $3~497,OOO> which" e does, not include increased constructed pa.ss revenue amount'ing to 
.:lPP!"oximately $891~067. 

4. The 2974 result~ of commute operation: de7elop~e 
by Plil he\"::. be~:~ sho'.m to be a nomal test rate year. The 

eubseque;r:" ~,c.':::l=tmcnts to the 197J. base ~ate :rCo.r p!"opo$ed by 

the C·?"'li';'11:;:;:'..o:) sta:n~ and SP were also shown to be proper ... rhile not 
c:'::'t,~\-;el '\;O ~!:t:: :'c11ef found just~ried here1n. 

5. p:,]f s 1974 adj,ustee results of commute operat!o~s scow that 
SF experienced a net operating loss of $5,27~,lOO. In oreer to 
-;:xperj.ence a 6-percent ret1.:rn on SF's net invc:i'tm~mt in certain 
pe:'l:l~:,\.\ln co:n.-=-~te assets of $13,849,500, add1t::onal reVent:.e tJnOu!'lt1ng 
to $6)936~lOO would b~ required. 

6. Unde:' present fa:-es SP t S est1n:at~ed ec,fusted results' of 

commute operations fo:="the- 1914 ba.se year~'1ndexed to 'April '1, 1976 
ex!,e!'lse levels, .show a, net operat1ng los's'of: approxiriate-2y $8,603,000. 
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7. Under proposed fares SP's estimated adjusted results or 
commute oper~t~on3 ~or the 1974 base year~ indexed to Apr111, 1916 

• 
expense levels, indicate a net 'operating loss or $0,036,200. With no 
allowance ~or loss of traffic due to the fare 1ncrease theest1mated 
operating deficit would be reduced to $4~209,200. 

8. It 13 SP's position that the peninsula commute operat~ons 
should provide suffieient revenue to cover full costs~ otherwise 
service should oe reduced accordingly or owned and operated by: 

public transit authority. SF does not believe subsidy p'aymentsare 
a solution and would find them unacceptable. 

9. It has been established that the present level or SpTs 
passenger fare$. are generally 15 to 46 percent lower than the' like 
peninsula fares of Greyhou.nd. The monthly coetto commute via SF 1s 
from 24 to 60 percent less than the li~~e monthly commute' ·cost via 
BART whose fare box revenue for 1975 was only 29 percent of its 
operating expenses and wh1.ch is the recipient of substantial trans1t e 
subs1dy funds. The evidence further shows that the cost to 
commute by private auto between San Francisco and the penL~sula is 
in many instances more expensive than commuting· via SF. The SF 
peninsula fares are also generally lower than likera11 passenger, 
fares in the eastern portion of the Un1ted States. 

10. The San Franc1sco peninsula demand for transit service via 
the several ava1lable transportat:on modes is relatively inelastic. 
This would appear to be espec!ally trueofSP's rema1ning ~atronage. 

11. The staff determinat10n of'so-called avoidable above"'::the
ra11 expenses,· as adju.sted by SF, reflect a reasona'ble' estimate of . 
the out-of-pocket (variable) costs of SF's commute,operations-for' 
a conztrueted 1975 test rate year. 

12. The dlrect-, short-, and mecii'CIn-tenn variable costs of ~ 

SP's commute operations for a 1975 test year a:nountto $7,557,8"00) 
$8~361,500, and $10,128,000, respectively. Total passenger 
revenue for the 1975 test year acount to only $5,08~,~00, 1nclud1ng 
1mputed pass revenue of $453,700. ~ 
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', ...... " 

13. To the extent the ex~stL~g level of SF's passenger fares do 
not provide suffic1ent, revenue' to cover the direct' va!'1able co:s:ts 
of service, such fares' are, below a' minimum, zone of: reas,onao'lene'Ss .. 

14. ,The eVidence ~hows that under, the proposea,f'are'1n;Crease 
of 96.4 percent, with aconcomltant20.4 percent pred'1cted'loss,:'of" 

traff":!.c" total passenger revenue w11l amount to' $7 ,125~,OOO,;..,:' 'Vl:!.th":no 

provision for loss of traf~ic the resulting total passenger:, 
revenue amounts to $8 1 952,000. With t~tal adjusted expenditures of 
$13,269,400 for the 1974 base year, indexed t.o April 1, 1976, and 

the resulting operating def1cits (F1nd.1ng 7) the evidence strongly, , 
" suggests tbat SP's fare proposal would: not '::>e economieally productive 

if its' preeicted loss of trai't'ic aetually occurs. 

15. The staff concedes that its proposed 3.1ternat'e fare 
increase of 25 percent: will not prov:tde revenue suffiCient to 
cover the variable costs of SP's commute service. e 16. The staff ev1der.ce shows that a f'ru:'e increase of', 
approximately 85 percent is required to offset ~he $7,04S,S{)O 
unadjusted'variable expenses co:nputedby the staft' for acons'tructed 

1975 test year if tbe SP's predicted traf1"!c loss factor of 2'0:4 
percent 1s employed. 

It. SP's diversion model for predfct1ne: t:-affic loss 'due to' 
fa.re increases 110.0 been shown to be statistieally superior to the' 
other d:tversion models of record. 

18. MTC's PENTAP report to the State Leg1s1atureJ' dated. ' 

January 1977~ reco:nmerids the improve::lent of SP's serVice as the 
principa.l element of \~est Bay corridor trans'Oo'rtat1on~ 

~ . 
19. The' thrust of the several public transit, agencies f:', opposi

t.ior.. t.o SP' s fa::e incres.ce is i tos potential'ad"'lerse impa.ct' upon ,riders 
and the resulting debilitatL~g effect upon any effort to i~plement 

'C'orr1dortrans1t plans as finally approved 'by the, Le,g1s1ature., 
'':' ~ ... r, '- '7 ... "'.... .." ,., "', ~ ."' ,_', ..... ,-. <-

,. "_",.1., ,h _ ___ .,-_', ... ", ..... '. .... .,1 .. , n. 

~'. "'" •. " ..... "f ,..., .. , .. '~ . 
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20. Loeal peninsula transit districts have urged SF management 
to cnter into joint negotintions for the purpose of implementing 
peninsula transit plans involving SF's eom.tmlte operations. Except 
for the sale of its commute service to public authority~ SF has 
refused to discuss any transit plans calling for its acceptance of 
a subsidy and! or a purchase service agreem.ent. 

21. At the present level of traffic SF's commute operations 
cannot reasonably be expected to generate revenues sufficient to 
cover the fully allocated costs of service. 

22. The erldence shows t:ha.t dual fare increases of 40 and 30 
percent, spread out over a reasonable period of time to afford 
SP and the transit agencies an opportunity to engage in meaningful 

negotiations, have been shown to be fully justified. 
23. An immediate fare increase of 40 percent will have 

relatively no adverse impact upon traffic,. and the re~tiD.g fares e 
will be comparable to those of Greyhound and BART. 

24. A 40-pe:reent increase in fares will provide SF with 
approximately $2,033,760 in additional annual revenue. 

25. The second fare increase of 30 pe:reent, previously 
found justified, should be defened until it can be detemined 

whether (1) the poSition of SP stated in Findings 8 and 20 has 
changed sufficiently to make the 30-percent fare increase no longer 
necessary; (2) SF and the public transit agencies have reached 
an ag:reemcnt which now makes .a. further fare i:l.C%'e3.se of 30 p~rcent 
undesirable or otherwise unnecessary; or (3) the transit agencies 
involved have accorded this mat~er such low pri~rity as to ~k.e it 
imperative that the 30-percent fare increase be allowed to g~, into 
effect. 

26, In DeciSion No. 81237 (1915) 75 CPUC 134, we held that the 
EIR provisions of CEQA do not apply to rate proceedings, but the 
policy provisions do apply. In following those policy proviSions in 
thiS application we have received extensive environmental tmpact'data.4It 
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27. The environmental effects with respect to changes il?:._ ~l:~f~iC; 
air and water pollutants, nOise, and fuel cons,U:IDPtion were ,thor~~hiy'-
analyzed and forecasted:on the basis of' assUmed: totaia~a~donm~nt,: ___ , , 
(diversion) of SF's peninsula passenge-~ se~ice .. ' , The- _effe~ts'-- of" 
other"magnitudes~'of diverslo~ were proj~ci:~d i~'.-~en Pe~ce~t. -. ,,-

, .. ..,.." '. - ~., ., . . 
increments. ", 

28. Assuming 100 percent diversion of Spf s _ peninsula p~ssenger 
service it wa.s shown t:hat the environm~ntal effects-. with'~~~pect.to 

, - . ~ ,,~ 

changes in air and water pollutants, noise, and fuel consumptio.~,~ 
were negligible. 

29. At totalcl1version the highest increase (14.5% ,to 23.1%) in 
peak-hour traffic occ'!~s' on Route 280 'in a~a~Ca wherethere,is, 
a.dequate capacity to se~e current and total div~rsion t~~ffic:rhe 
most significa.nt·traffic congestion is anticipated,to occur, on , 
existing freeway Routes 101 3nd 280 in areas north of che' so~thern 

_San Francisco county line where peak~hour traffic is already at 
capacity. In these route segments the impact of total diversion would 
tend to aggravate stop-and~go traffic during peak -hours causing some 
spilling of excess traffic over into nonpeak-hour traffic~' 

30. The imposition of a 40-percent increase in SP's.peninsula 
passenger fares, previously found. justified herein, is not't:a.ntamount 

to authorizing the abandonment of se~ice and is expected to. generate, 
only a minor- diversion of traffic. 

31. With only a relative minor amount. of traffic diversion: : 
anticipated pursuant to a 40-percent increase in SP ~ s peninsola. 
passenger fares, the environmental effect ther~of, ,,;ithrespeet to: 
chnnges' in traffic, air .and water pollutants, noise and. :':-:lel . : . 
co~s~ptic~ are expected to be insignificant • 

~. '::' : .. ," 

........ "." -' ~.-, ~ 
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Conclusions 

1. SP should be granted initial authority to inc~ease its 
San Francisco peninsula passenger fares by not more than 40 percent. 

2. Whether a 30-percent second phase increase of a d~lfare 
adjustment found justified in this proceeding should be allowed to 
become effective involves issues which should first bereso~~ed b~ 
separate d~cision and order 0: the Commission. 

3. In view of the length of time required to advance 
Application No. 5513l to hearing and final disposition',the,40,:,percent 
increase in Sp's passenger fares granted by the orderher~in should 
be permitted" to become effective on not less than five~ys,1 ,no,tice. 
to the Commission and to the public. 

, 

4. 'l'h!.~ i:; en app~ic.:l.tion for.:. rete ,incrc.:~c; the :In. ' 
proviSions of CEQA do not apply to rate proceedings. 

ORDER ...... _-----
IT IS ORDERED that: 

1. The Southern PacificTranspo~ation Company is authorized 
to establish the level of increased passenger fares set forth in 
Appendix C attached to this decision. 

2. Tariff publications authorized to be made as' a resu,lt of 
this order shall be filed not earlier than the effective date of 
this order and may be made effective not earlier than five,days 
after the effective date of this order" on not less,t~n five" days,' , " 
notice t:o the Commission and to the public-. 

3. The CommiSSion will, upon request, determine'by separate 
order whether a 30-percent second phase'increase 'in fares £6tind' 
justified herein should become e£fective~ ,': 

4. !he authority granted herein to increase fa=es shall 
expire unless exercised ~thin ninety days after the effective date 
of this order. 

5. The joint petition to require the preparation of an e 
environmental impact report filed by The Peninsula Commute and Transit 
Committee and the Planning and Conser.ration Lea&o1e is denied. - , .... , 
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