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POBLJ:C lJ'nLJ:T:tES COMM:tSS:tON OF nm STATE OF CAL:tFORN:tA 

~ D:rv:I:s:rON 
Railroad ~cty Branch 

B;e.~Qx,~I1Q!:! 

RESO~OTION SR-34 
January 21, 1992 

RESOL'O'rION SR-34. EST;..BLISE:ME..~T OF A USER FEE TO BE 
PAID BY AI..I. RAILROAD CORPOAATIONS OPEP.ATING IN 
CALIFOR.~ TO FINANCE THE PUBLIC UTILITIES COMMISSION'S 
RAIL SAFETY ACTIVITIES, AS .REQUIRED BY P'OBLIC 'O'rILITIES 
CODE SECTIO~ 422, AS AMENDED BY SENATE BILL lS2. 

This ~esolution es~ablishes the initial fee to be paid by ~ll 
railroad corpora~ions in California as re~ired by Public ... ~ '.-,. --' ... ""... \........ I,,., t:i·I:'.J..I.J. ... J.e~ Co .... e S-ac ... J.on ... 2, ~s ~:c:'lc.ed ... y SC:'lC .e 3:.1 ...... 5~. 

This ~scr fee is ~o !inance the $2,230,000 a~~ro~riated by the 
Le-;islature in Assembly Bills 151 and 6·34 for- the zix month 
period !ro~ J~~~a~£ 1, 1992 to June ~O, 1992 for the Commissio~/s 
rail safety aeti~ities. The annual fees for fiscal year 1992-9~ 
will be con~idered before June 30, 1992 and will be based on the 
Co~ission's 1992-93 budget. 

~n October 9, 1991, the Governor signed Senate Bill (SB) 152, to 
~end Public Utilitie~ Code Sections 421, 421.5, 422, 42~, 424 
and 99315.5, and add Sections 765.6 and 765.9 •. 

Th~s legislation requires the Commission to establish a fee to bp. 
paid by railroad corporations to recover the a~ount eq~al to the 
Co~~issior.'s ar:.~al ~udget for investigation and enforce~ent of 
rail s~fety activiti~s. This portion of t~e commission'5 annual 
bue;et was previously fund~d by the Trans~ortation Planning an~ 
Development Acco~t and the State Highway-Account in the S~ate 
Transportation F~nd. Prior·~o the passage of this legislation, 
all ro.ilroad corporations wer·~ exempt fro::l paying user fees. 

The Commission is required to establish the initial fee by 
January 31, 1992, and must comm~nc~ collection of the fee on 
~ebru~-y ~,~992. On or before J~nua4Y lS, ~992, railroad 
corporations as a group may submit a pro~osed plan of allocation 
to the commission ..... hich shall be considered in establishing the 
allocation me'~od. 
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To determine the proper fee; the commission is authorized by 
Section 422 ell) of the Public Utilities Code to: 

"utilize gross intrastate revenues; terminals located within 
the state; loaded car :miles traveled. within the state; fuel 
.:onsumptioni or any other measure dee::led to be appropriate 
in allocating the fee among railroad. corporations." 
(el!lphasis ac.ded) 

The S~fety Oivision (staff) informed. all railroad corporations 
operating in Cali!ornia by letter on November 1, 1991 of senate 
Bill 152's passage and its effects. The letter infor:ed the 
railroads that the staff would be conducting informational 
meetings on November 19 in sacr~ento and. on November 21 in Los 
Angeles. The pu--pose of the meetings was to disseminate 
inform4tion and to receive comments from the railroad industry 
rega~ding the staff's proposed allocation method for the user 
fee. 

Enclosed with ~~c lette~ was a questio~~aire containing possible 
allocation categories to assist the staff in determining an 
equitab;e tormula •. In!o~atior. requested incl~ded revenues, 
trac;t: -:.:.105, operat.lng :""l.lea;c, nt:.=.bcr o~ t~::":'.:.na1s and ·t:.=d~" 
loaded car-:miles, reven'l.::El.-ton ::.iles,. fuel consumption. and. n~er 
of e:pley~es. 

O!SCO'SS'-=ON 

The. allocation :method presented herein is to recover th.e initial 
fee of $2,280,000 appropriate~ by the Legislature in Assembly 
Bills 15l and 6S~ for the six-month period endinq June 30, 1992. 

Staff examinee. several dif!crcnt allocation methods, incluc.il'lq 
the specific ones identified in sa 152. However, staff 
encountered difficulty as some r~ilroad corporations failed to 
provide the requested data. Many did not respond to the 
questionnaire, and those that did respond were unable to provide 
all the information requested. Oue to the ir.completencss of th.e 
'infor.:la~ion, staff developed an initial for.tr.~.l.la based solely on 
gTOSS revenues generated with.i.n the state, including a minimum 
fec to be paid by all. 

Staft met with ~e railroads that elected to attend the Nove~er 
19 an~ 21 meeting'S in sac=~e~to and Los Ar.qeles and presented 
the i~~ial fo~ula. A consensus of reaction from th.e Class I 
railroads was ~t gross revenues was not a 900d allocation 
e~iterion because it eli:' not es'tablish the sense of equity that 
the railroads desired. Tne Class I railroads at that time 
indicated that they believe~ they would be able to reach 
consensus on equitable criteria for the allocation of their 
portion of the fee • 
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At the meetinqs, no railroad o~jected to staff's proposal to 
split the allocation ~etween the Class I railroads and t~e 
snortline railroads by usin~ qross revenues as the criterion. 
Also, no objections were ra~sed to the proposal to have a minimum 
fee for the shortlines. Staff found that, due to the 
considerable variability between the large railroads and the 
s~all railroads in other criteria such as track miles and 
locomotive miles, gross revenue was the most equitable allocation 
criterion :for the Class I/shortline split. Based on 1990 q;:'oss 
revenues, the Cl~ss I railroads' share of the fees would be 98% 
($2,234,400), and the shortline railroads' share would be 
2% (45,600). 

Representatives of the shortline railroads indicated that their 
primary concern ~as tc have the formula be affordable to all of 
the railroads. consequently, the criterion of gross revenues was 
acce'Oted as at least the most i~lportant criterion for the 
alloeation formula. 

A follow up meeting on December 6tn in San Francisco was 
scheduled to revi~YN the Class ! railroads' proposal and to 
consider options ~or the sho=tline railroads. At the Oece~er 
6th ~eetinq tL~ Class ! railroads presented their ~qree:ent to 
pay the followinq pf;:rcentases as -:!leir por:ion of t;"'e tot~l tee: 

Rail:~~ Company 

Southern Pacific 

At~~ison, Topeka, & Santa Fe 

"Onion Pacific 

Burlinqton Northern 

Percen:c.g'c of Fee. 

52.5:>': + $2,500 

23.5% 

18.5% 

0.5% 

This proposal was later confirmed ~y a letter dated Dece~er 10, 
1991. SOuthern Pacific's (SP) portion of the fee provides for 
the amount of $2,500 to be deducted from the total fec to ~e 
char~ed to the Class I railroads. In addition, SP's shortline 
subs~diaries, No~~western Pacific Railroad and Visalia Electric 
Railroad Ccmpany are cO ... ·l:!red under S::?'s ;?ortion of the fee. 
Atchison, 'I'opeka and santa Fe's (.itTSF) subsidiary Los Ar.geles 
Junction Railway is covered und~r .itTSF's fee. The Class I 
railroad percentages were simil~~ to the percentag'es developed by 
sta!~ based on train miles, tra~ ~iles, number of crossings and 
gross revenues. Staff, therefore, recommends the adoption of the 
Class I railroads' percentages as ~einq reasonable and e~ita~le. 

Prior to and at ~e Dec~~er 6th meeting, staff received 
additional comments from representatives of the shortline 
railroads. These comments indicated a desire to have a uniform 
fee bas.ed on operational c:-iteria and gross revenue~ in a 50/50 
proportion. For estal:>lish:nent of the initial fee, sta:f! does net 
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have sufficient eata from all shortline railroads to base 50% of 
the fee on operational criteria, such as track miles, as proposeQ 
by one shortline railroad. Staff proposes the use of qross 
revenues to proportion the shortline railroad portion of the fee 
as an objective and verifiable criterion and designed to be 
afforeable. 

Staff dete~ined that the initial fee for each shortline railroad 
would :be 0.17% of its 1990 annual gross revenues or $250, 
whichever is greater. 

Staff mailed copies of its report on the proposeQ allocation 
method to all railroads on December 19, 1991 and requested that 
comments or alte=natives to the proposal be submitted by 
January 6, 1992. Three comments were received from the 
shortlines. Yolo Shortline Railroad Company recommended that the 
$250 ~inimum fee be eliminated, Central California Traction 
company recommended that the fees be based strictly on gross 
revenues and Modesto and Empire Traction Company recommended that 
50% of the shortline fees be ~llocateQ in proportion to· gross 
revenues, and 50% in proportion to operable track miles owned ar.d 
maintained in California. 

S~~f!has dete~inedthat a $250 minL~~m would be a fair and 
ecr-:~ -:~le aItOU:::l:: tor all rail:::'o~I.:.s to pay. Eli::ti:latinq t;~c 
::tin:.=-u::t ~ee wou:,=. l:.cz:.:l t:r~t a ~.l.qhe= 'Cercc!'l.t:lge =a te woulc. be 
needec. to :eeovc:::, ~i!:·PQ~ion of the.~::ec. 

I~ was mer.tioned earlier that staff does not have the sufficic~t 
i~~o~ation fro::tall the shortlines in orc.erto base the fce 'on 
operational e=ite~ia. The initial fee is based on verifiable 
c:::'~te:::,ion, gross revenues, and designed to be a!fordable to all. 
~~tu:e~lloeation procedures may .adopt this alta=n~tive i! it is 
dete~in~d to be verifiable andequit4Ple to all shortlines. 
Although it may prove to have merit , this allocation method 
cannot be used at this time. 

Staff also received comment from Southern Pacific that staff's 
report did not ~learly indicate the Class I subsidiaries will be 
covered under ceir portion of the fees. We have re~;olvcd this 
concern in ~is Resolution. Furthermore, Southern ?~cific 
presents i·::5 'J;.osi tion that the fec should fund only those 
activities ot the Commission's Railroad Operatio~~ and Safety 
Section and n~t for the railroad crossinq program which primarily 
:benefits vehicular traffie. However, the $2,2S0,OCO appropriated 
by the Legislature in ABs 151 and 684 includes the r~ilroad 
crossing proqra:. 

Othe: than the railroad corporations' participation in the 
meetings, and the above mentioned comments to the staff 
allocation procedure report, no other proposed plan ot allocation 
was submitted. to the staff as of January 1S, 1992. 
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1. The allocation proce~ure ~or the railroad user fee consists 
of two ~ethods: one for the large (Class I) railroa~s and one for 
the small (Class II and III or shortline) railroads. 

2. The total fee due the Commission should be divided between 
the Class I and shortline railroads proportionate to their total 
gross revenues generated wi~i~ the state. 

3. Ease~ on 1990 gross revenues, staff has determine~ that the 
Class I railroads' share of the fees woul~ be 98%, an~ the 
shortline railroads' share would be 2%. 

4. Class I railroads have reached agreement among themselves to 
pay the following percentages as their portion of the total fee: 

Railroad Company 

Southern Pacific 
;"tc!:.i:zon, Topeka, & Santa Fe 
Union Pacific 

'Durlington North€,.!"n 

Percentage of Fec 

52.5% + $2,500 
2$.5% 
1$.5% 

0.5:;; 

s. T~e ~o~~~ of $2~~OO !=o~ Sout~ern Paei!ie's portion o! ~~c 
~ec, is,; ecc''l:CO:Cc.: ~i=::;.t fror.. t!:.e' tot~l fee c..~a=c;c~b10to the,Clacs 
! :::-ail=oac.::. ~~orc thcpc:::-eont3.qes ,arc appli~d.: .. ;,' Soutl::.ern ",' 

,Pacific-'s feo" will 'also cove:::-the'fecsofi't::. z.ul:lsidiaries, 
Northwest~rn P~cific ~i:road and Visalia E1Qctric ~ailroad 

,: Comj?a:"y. 

6. Atchison, Topeka and SantA Fe's fee covers the fee of itc 
s'Ubsidia--y Loe Angeles Junction Rail-..,ay. 

7. These percentages are similar to the percentages developed 
bv staff for each Class I railroad ~ase~ on train miles, track 
miles, number of crossings and gross revenues. 

8., ~hc percentage allocation a~eed to b; the four Class I 
ra~lr.;..a~s are reasonable and equ~table. 

9. The chortline ~ailroad portion of tho fee ~hould be 
proportioned according to each shortline railroad's annual gross 
rev~nues generated in california. 

10. :hc initial fce for each shortline railroad shall be 0.l7% 
of its 1990 annual gross revenues or $250 whichever is greater. 

ll. The allocation procedures in determining sub$cq~ent user 
tees :may incorporate operational c~iteria if it is found to be 
more equitable to all companies. 
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12. The railroad ~orporations as a group did not submit a 
proposed. plan of allocation to the C01lll1lission ~y January lS, 
1992. 

'XBJ!!:REFORE, IT IS ORDERED that: 

1. The allo~ation procedure to ~e applied to all rail~oad 
~orporations operating in California to finance the Commission's 
rail safety activities, as required by Public Utilities Code 
Section 422, as a:nended by Senate Bill 15,2, shall consist of two 
methods: one for the large (Class I) railroads and one for the 
small (Class II and III or shortline) railroads. 

2. The total fee shall be divided between the Class I and 
shortline railroads proportionate to their total gross revenues 
generated within the state in calendar year 1990. 

3. The fee shall be proportion~d 98% to the Class I railroads 
and 2% to the sho~lines. 

4. All Class I railroads shall pay the follo~~ing percentages. a::; 
thei:: 'portion Qf" tlle. total fee~:" . 

:EQilrOOld. CO:apany. 

Southern Pacific 
Atchison, Topeka, & Santa Fe 
Union Pa~ific 
Burlington Northern 

Pcr~c.nb9'e of Fee 

52.5:'" + $2,500 
28.5% 
1$.5% 

0.5% 

5. The amou."'lt of $2,500 from Southern Pacific's portion of .. the 
fee shall be deducted first from the total fee charqeable to the 
Class I railroads before the p'ercentages are applied. 

6. Southern Pacific's fee shall cover the fees. of its 
subsidiaries Northwestern Pa~ifi~ Railroad and Visalia Electric 
Railroad Company. 

7. Atchison, Topeka and santa Fe's fee shall cover the fees of 
its subsidiary Los Angeles Jun~tion Railway. 

s. The shortline railroad ,ortion of the fee shall be 
proportioned according to each shortline railroad's annual gross 
revenues generated in ca~irorr~ia. 

9. Each shortline railroad shall pay 0.17% of its 1990 annual 
~oss revenues or $250, whicheve: is ~eater. 

10. The initial fee e~tablished by this Order shall be for the 
~ix-month periOd ending June 30, 1992. Each railroad shall pay 
its share of the tee no later than April 30, 1992. 
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11. All railroad companies shall respond to all data requests 
from staff in dete~inins future allocation procedures. 

The effective date of this Resolution is today. 

I he=e~y ce~ify tha~ this Resolution was ~clopted by the P~blic 
Util~.ties Commission at its regular meeti:lg' on January 21, 1992. 
The following Co~issioners ~pproved it: 

, .... " ... ~ 

DANIEL Wln. n:SSLER 
President 

JOHN B. OHANIAN 
PATRICIA M. EClCER'r 

NORMAN D. SHO'MWAY 
Commissioners 


