Decision No. /IZ5TP<

BEFORE THR RATIROAD COMMISSION

OF THE STATE OF CALITORNIA

Riohfield 0il Company, a Corporation,
Complainant,

V8. CASE ¥O. 1914.

Southern Pacific Compeny, a Corporation,
The Atchison,Topeka & Sante Fe Rallway
Company, & Corporation,

)

)

}

)

)

Sunset Railway Company, & Corporation, %
)

)

Dofendants. )

Carnmichael-Skidmore Corporation, B.H.Carmichsel,
H.W.Glensor and F.W.Turcotte, for Complainant.

Z.W.Camp, Elmer Westlake, A.A.Johnson and B.Ilevy.
for the Defendants.

BY TEE COMMISSION:

OPIKNIOYXN

Complainant is a corporation engaged in the 0il business,:
with headquarters in Ios Angeles.
| It 18 slleged, by complaint filed May 21,1923 and amended
August 30,1923, that the defendants' carlosd rates on petroleum |
products, :anlué.ing gasoline and liquefied petroleum gas, from
Bakerafield, Xexrto and Taft to Redding, Red Bluff, Willows, Colusa,
Chico, liarysville, Oroville, Woodland, Sacramemto, Placexrville,
Senta Rosa, San Jose, Lencaster, Saxn Iuis Obispo. Santa Barbara,
Vexntura, Sents Ana, San Diego, San Bernardino, Redlands, Ca.lo;i.oo.
Johannesburg, Visalia, Tulare. Eanford, Fresno, Merced, Modesto
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and Stocktop. points 1ooatod on the Atchison,Topeka & Santa Fe Rall-~
way, hereinafter referred tc as the‘Santa Fe, and on the lines of
the Southerm Pacifie Comi:a.z;:y'. hereina.ﬁer'referxe& to a8 the |
Southern Pacific, are uninst, mnreasonable; discriminstory and
prejudicial to the complainent and in violatlion of the Public
Utilities Act. |
Rates for the future only are sought.
Rates will be stated in cents per 100 ponp.da.

" Bakersfield is a point on the main line of the Semta Fe

and Southern Pacific, 300 miles south of San Francisco.
~ Kerto end Taft are points on the Sunset Railway, & line

owned jointly by the Santae Fe and Southerm Pacific, extending in a
westerly direction from Bakexrsfield; Kerto being 39.7 miles and
Paft 46.2 miles from Bakersfield. | |

~ Complainant operates a refinery at Ios Anjeles and one
at Bakersfield and contexplates the erection of a plant at Kerto.
The capacity of the Bakersfield plant is 6500 barrels of crude oil
per day and the capacity of the Los Angeles plant 3000 barrels ﬁor
day. The Bakersfield plant i3 operating at 15 per cent of capao-
ity and tl;e Los Angeles plant at from 65 per cent to 75 per cen?
of capacity. The contemplated plant at Kexrto is Deing planmned to
have a capacity of from 7500 to 10,000 barrels of crude oil per day
which will, when refined, turn out about 2000 barrels pér day o:t'
gesoline. The plant at Kerto 48 to be erected to eliminate the
freight charges on the haul of the raw product from the fields to
the refinery at Bakerafield, the oil bei‘ng piped from the fields
to Xerto for refining. TUpon completion of the plant at Kertc the

one at Bakersfield will be dismantled. This Xerto gasoline the

complainsmt contemplates shipping to points here in question and to

other points where rates will pexmit.
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The Bakerafield Plant is in competition with refineries
located at Soé;u.ro, leltha and other plants in the Kern River dis-
trict, as well as with refineries located in the Sen Franéisco Bay
and Los irgeles districts.

The issues involved in this proceoding ombraoo the same prin-
ciples as those included in Cases Nos.1l913 and 1916, decided with this
case. By stipulation, the testirmony and exhibits in all three caszes
wore to0 be used whonever relevant in any of the cases and, therefore,
it will be mnnecessary to repeat in this decis;.on the details as %o
the c¢claimed relationship between petroleum cxude 0il and gasoline,or
the history of the origin of the crude oil rates.

Complainant refers to the fact t}mt the loss and d.mge
claims are relatively urimportant and that mmck of the tonnsge is
hevled in cars furnished by them. |

Potroleum and its producta, in carlosds, are rated 5th class

in the Western Classification but, generally, through commodity rates

are published for long-hanl traffic and the rates between the points

in controversy are mostly commodity rates.
The principal rate comparisons submitted dy the complainant
are set forth below:
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The Johannesburg situation is illustrated by the following

w.ioa Rate, Certs

Pillmore o Johannesburg 258 .59
Los Angeles 203 .51
Bekorsfield ‘ 137 .51

Kerto A 177 64

There was teatimony to 't:b.e effect that beca.uso of thoao
rates from Bakersﬁel& and Xerto more gasoline was moved to Johannoa-
burg by complainant's own motor truck than was forwarded 154 rai;L.

On brief, complainent contends that the rate 28 Justments
are unduly preferential to the competing companioé. but ne suoh‘
allegation is contained in the complaint. '

| Shown below are rates8 cited by the defendants:
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It 18 carriers contention that the 5th .class is the
reasonable rate to opply on gasoline and any commodity rate less than
5th is less than resasorable. The reasongblenegs of commodity rates,

however, cannot be guaged exclusively by the clessification, for

such rates aré estéblished for the exprega‘purpose:of secuxing

traffic whick would not otherwise move.
rThoughout the proceeding the defendants have sought.to
- impresas upon us the idea thet class rates are the 'mormal' rates . -
for practicelly 2ll freight, and that ordiﬁarily 8 commodity rate
lower then the class rate whick wonld otherwise apply is "unreason~
ebly low' or submormal'. We cannot accept their views in this |
matter." '48,I1.C.C.729-742.
' The retes from San Francisco Bay, Fillmore.and the Los
Angeles producing territories are considerably lower than from
Bekerafield-XKerto for egual distances; and while'such retes camnot
be tae messure of the volume of the rates from the Bekersfield-
.Kertoiteréitory; nevertheless tﬁey mst be givep‘consideration in
determining the Tressonable end nondiscriminatory rates to the
competitive points. From the Los Angeles and Son Freucisco Bay
producing ‘territories fhe Tates have generally been blanketed for
distences of spproximately twenty miles on both short and long
peul traffic, while the rates from the Bekersfield-Kerto territ-
oéies have not been so blanketed. The reason for this dces not

appear in the recoxd.




Illustrative of this situation are the following:
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The statement set forth below is representative of the
oxhibits and presents another {llustration-of the present rate

ad Justment:

RO
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Average tAveragoe:
Miles Rate - : liles :Rate
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In promulgeting terifls the carriers mey, within proper
limits, meke rates lower for & longer than & shorter distance to
neet water carrier ard pipe line competition. But in meeting this
‘competition there can be no justification in rates to the large
common cornsuming merkets whick, in effect, prevents the producing
torritory at intermediate short-haul points from doing business at




the same controlling consumirg points.  All things being equal,
the short-haul producing points are entitled to the benefits and
advantages of their locations, but the carriers may establish
reasonsble compensatory rates to atiract some of the long-haul
traffic. This doctrine applies with particular force to petroleum
0il and its products.

At the ad‘onrned hearing. October 15,1923, defendants
presented, as their Exnidbit No.ll, a statement showing redunctions
in the petroleum products rates fLrom Xerto and Taft to the destin-
ation points involved in the instant proceeding; These rates were
poblished in Pacific Freight Texiff Bureaum Joint Freight Teriff
167-4, C.R.C. No.309, issued October 10,1923, and becanme effoct;vo
November 25.1923. Tho reductions therein voluntarily made approx-
imate 10 per cent.

It is urged by the defendants that competition from pipe
14ines and water carxiers is a material factor to which they gave
consideration in eatailishing the rail rates on petroleum and its
products to and from the Los Angeles and San Franciseo territories.
It is noted from'é study of the gasoline rates that there is a
lower rate per ton per mile runout of ratéa into the San Joaquin
and Sacramento Valleys from the San Freancisco Bay region refineries
who receive their crude products by pipe line than are in effect from
the refineries of the complainant 1ocaxe§ in the Sen Joaquin Valley
to the same destination points. Thero is alsb the same adjuatmoﬁt
of rates from the other Bakersfield territory plants located at
Seguro and Maltha, which lstter refineries are owned by the large

oil companies operating refineriea in the San Francisco Bay and

Tos Angeles territories, and which sre in competition with this

complainant.




The refineries at Seguro and Malthe heve made no complaint
ageinst the rates but the complaeinant, in its brief, stresses the
point that it is perfectly logical they should not desire the same
ad justment of rates from the Bakersfield torritory to points in the
Seoramento Velley and tiae northern end of the San Joaquin Velley,
because that territory can be sexved at the low rstes in effect from
the San Francisco Bay or Southern Celifornia points.

‘ From the record it is clear thet particular points in
Yorthern and Southern California'have depressed rcil rates, due to
their location upon or near the porfa or to the transpvortation of
0il in connection witkh pipe lines.

The Bekersfield oil fields are ot a disadvantage In
location, being 229 miles from the water competitionvaf Stockton,
202 miles from Sen Fremcisco and 169 miles from Los Angeles, hence

they have not the rate-compelling advantages of the port oil.

producing and refining points.

Reil cerriers have in effect a nan-interme&iate rate on
petroleum and petwoleum products from Log Angoles to Sen Francisco
of 56 cents, which rate is emthorized by this Comrission by resson
of the water competition. Thke present rate, according to tarifis
on file with this Commission, via water carriers between 1os Angeles
end Sap Fronciseo is 22% cents snd the water coxrier rete from
Sen Francigco to Sacramento and Stockton is approxiﬁatgly ll% cents,
which when added to the Sen Frencisco-Ios Angeles rate, plus in-
cidental ckarges, makeslﬁ total to Sseramento or Stockton of about
36 cents. The non-intormediste rate hes been blanketed over a
large territory in the Sen Ffancisco Bay and river regions, where
sctual or potential water competition is claimed to exist. The
recoxd before us is not gufficient and we are not now passing
upon the merits of this present ad justment.

Commerciel conditions are one of the controlling factors
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in the making of rates, but except mnder yerticular circumstances
it may not be employed to placé producers on an equality in the
narkets having natural geogrephical advanteges. Trsusportation
charges, under 2ll conditions, must be reasonadbly compensatory and
not wnlewfully discriminatory or preferential. No effort was
nade to prove the rates either reasonable or unreasonable per Se;
the issues were tried entirely mpon the principle of discrimination.
The Southern Pecific 13 the short line carrier between
Bakersfield and many points in Southernm California and, therefore,
cortain rates viac the circuitous route of the Samta Fe will result

in vioclations of Section 21, Article XII, of the Comstitution of

the State- and Section 24 of the Public Utilities Act. Shonld
the Senta Fe elect to esteblish the rates, ordered imto effect
in this decision, cpplying viae the short line of the Southern
Pacific and not to make such rates apvlicable at intermediate
points, proper application may be f£iled for authority to publish
the violations.

Upon congiderstion of all the facts of record, we are
of the opinion and f£ind thet the rates on petroleum and petroleum
products, including gasoline and ligquefied petroleum gas; from
Bakersfield to Hanford, Fresno, Sacrsmento, Maryaville,.chico,
Sen Jose and San Diego, and from Xerto and Teft to San Diego, are
not unreasonsble, discriminatory. or prejudicial.

Weo further £ind that the other retes assailed are
unreasonsble. discriminetory snd unjustly preiudicial to Bakers-
2101d, Kerto and Teft and wndwly preferential to the Sen Francisco

and Low Angeles points to the extent they exceed the rates set




forth in the following schedules, which rates are found to be
reasonsble, nondiscriminatory and nonpreferential:
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This cese being at issue upon compleint and answer
filed ., having been duly hooxd any submitted by the parties, a
full investigation of the metter end things involved having been
had, the Commission being fully advised in the premises and basing

this order on the findings of faoet contained in tkhe opinion which

precedes tais oxrder,

IT IS ZEREBY ORDERED thet the above named defendants,
according as they participate in the transportation, be and they
are heredby notified and required to cease end desist om or be-
fore thirty (30) deys from the date of this order and thereafter
abstain from applying to the transportation of potrolemm and
potroleun products, ineluding gesoline and liquefied petroleum
ga8, in carloads, from the points nemed in the following para-
graphs., any retes in excess 0f those therein prescrided.

IT IS ZEREBY FURTESR ORDERED that said defendants,
according as they participate in the tramsportation, be ani they
are heroby notified and required to establish, on or before
thirty (30) deys from the dste of this order, upon notice to
this Commission znd the genersal public of not less than five

(5) days £iling and posting in the menner prescribed in Section
14 of the 2wblic Utilities Act and thereafter to maintain and

apply to tue transportation of petroleum and petroleum products.,




including gesoline and liquefied vetrolemm gas, in carloads, rates

not in excess of the following, In cexts per 100 pounds:

From
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TO

Tolare ~ 2 ler 23%
Tisalia : 24% 29
Ean®ord - 29%
33
39

Fresno
Werced
43
&%
63

Wodesto

Stockton
54
55%

Placerville
64
67%

61
66
69%
72
5%

67%
54

41%

%9

%6
%
6
48
=
5
80

Deted at San Frencisco, Californis, this 5 3 day
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