Decision Xo. LL24e (=

BEFORE TEE RATIROAD COMMISSION OF THE STATE OF CALIFORNIA

Trion Rock Compeny,
Complainant,

vS.

The Atchisen, mopex:a. & Sants. Fe CASE NO. 2087.
Rallwaey Compaxy,
Southern Pacific Company,

Pacific Electric Railway Company,
Defendants.
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Hogh Gordon and B. E. Carmichael, foxr Union Rock Compaw
Complainant,

B.Levy, Charles XK.Adams and E.W.Cauwp, i‘o* Atcanison, mopeka.
& Sante Fe Rallway Companry, Defendant,

L.C.Zimmerman and F.W.Mlelke, for Southern Pacific Compaxny,
Defendan?t,

Fraxk Kerr and C.W.Cormell, for Pacilic Electric Redllway -
Compexny, Defendant,

0.7.Eelpling end P.E.Campbell,for Orange County Rock Company
and Saticoy Rock Compaxny, Imtervenmer,

¥.J.Talkenburg and W.T.Stoops,for Blue Diamond Company, Inter-
vexer,

D.DeCostei, for County of Los Angeles, m‘cervener,
Hugh Gordon,for American Crushed Rock Company, Intervener,

Fred W. Zeatherly, for Consumers Rock & Gravel Company, Inter-
venexr.

SQUIRES, COmmissioner:

OPINIOX

| The compleinant in this proceadinglfis 8 corporation
organized and existing under the laws of the State 02 Delaware and.

ic engaged in the pi-bd.uction and distridution of erusked rock, sand

and gravel for use in duilding and gemeral comstruction work in the -
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éity of Los Angeles, its adjacent territory, and in other parts of
Southern Californis. | |

The complaint, filed Jamuary 88,1925, alleges that the rates
assesged by defendants for the transportation of crushed rock, sand
and gravel between points in Southern Caliromia.', involving a ome
line haml, have been in the past and are now 'imj'o.st and unreasonadble,
wdely diseriminatory and prejulicial to complainant and wniuly
preferential and sdvantageous to complairnant's competitors who are
situateld in Northern Californis vrhex;e they are served by the rs.ila_
of defendants, Atchison,Topeks & Santa Fe Raeilway Compeny shd
Southern Pacific Compeny.

The County of Los Angeles and the American Crushed Rock
Company intervened in beﬁa.lr of complainant. The Orange County Rock
Company, Saticoy Rock Compary, Consumers Roek & Gravel Company and
Blue Diamond Company intervened in opposition to complainant, with
the proviso that if the Commission should make any adjustment in
the rates from the shipping poi:b.ta wtilized by compleinant similar
aljustnents should be made from the shipping stat;ons utilized by
interveners. |

Reparation and rates for the future are sought ‘by COMi=
plainant.

The defenlents, Atchison,Topeks & Sante Fe Railway Company,

Southern Pacific Company and Pacific Electric Rellway Company, will
hereinafter be referreld to as the Santa Fe, Southern Pacific and
Pacific Electrie, respectively. | The term "Southern Californis” as
used herein will meen the territory south of the mghaoha;pi mounteins
and Santa Bardara to the boundary line between the TUnited States and
Mexfco and east to the California-irizona State lime.  The term

~ "Northern California’ as used herein will meen 2all of the California




territory north of Bakersfield and Sante Ba.rba.:;a.. Rates will be
stated in cents per ton of 2000 pownds nmless otherwise moted.
Public hearings were held at Los Angeles on 'A;pr'il 21 %o
2%,1925,inclusive, and on Mey 20 to 23,1925,inclusive, and the case
baving been duly submitted and 'qriers filed by counsel, is now realy

for an opinion and oxder.

The rates sought by complaeinant, with a few exceptions,

are baged on the mileage scals applicable im Northern California
2s published in Southern Pacific Teriff 330-F, C.R.C. 3112, and
Santa Fe Tarliff 9788-I, C.R.C.5335. ﬂ:ﬁis scale, hereimafter &is-
_ cussed Ln detail, will be referref to as the Northern Celiforniz
Scale. The exceptionms requosted by compleinent, prediceted on
10 cents lower them the Forthern Celiformia Scale, are imtonded
%o apply from Puente Iargo to Wilmingtonm, Sam Pedro, Long Besch,
East Long Beach, Ba.l'oba., Redondo Beach eand " Eollywood.;' from Kincaid
%0 Redondo Beach and from Crushion to Mojave, Saugus, Wﬂmiﬁg‘ton,
San Pedro, Long Beach, Euntington Beach, Newport Beach, Saxn Bern-
ardino and Santae Bardara. |
The rotes under attack are be.sed. on the so-called
Southern California Mileage Scale, hereinsfiter referred to as the
Commercial Scele. This scale is mwapublished, but is used by
defendants as o means of srrivimg at the specific point to point
rates. The rates on crushed rock and gravel are established on
srn equal basis, but on sand the rates are 10 cents lower than the
retes on crushed rock =ud gz-_avql. There are, however, 2 few
exceptions to this general basis, but for the most part complain.
ant's shipments moved urnder rates established by the use of fhis

sczale. For distances under 25 miles the rate on crushed rock anfi




gravel is set at 60 cents and om sand at 50 cents. TFor 35 miles
and over 25 miles the rote is 70 cents om crtished rock and gravel
and 60 cents on sand, 10 cents being added to the latier rates for

each adéitional block of 20 miles wp to amd incluling 75 miles, then

10 cents for ezch block of 25 miles until 175 miles I3 reached, then

10 cents for the mext dlock of 50 miles. TFor distances over 225
‘n,xiles, but not over 250 miles, the latter distance being the meximum
1imit of the scale, an sdditionsl 30 cents is added. |

Fron 2ll 'or complainant's plants to Los Angeles the applic-
able rate on orushed rock and gravel is now 60 cents and on sand
50 cents. Frior to Jume 25,1918 the rate in e:ffgc;t on all three
commodities was 35 cents. Effective June 25 ,‘1918, by General Oxrder
To. 28 of the Director Gerexrsl of Relilroads, this rate was increased
%o 60 cemts. Amother inmerease to 75 cents wes made August 26,1920
under suthority of this Commission in Declsion Xo0.7983 (18 C.R.C.646)
Lollowing similar action of the Intersfa:te COmmercq Comﬁiission in
Zx Parte Orler No.74. Oz December 17,1920 the latter rate was
voluntarily reduceld by defendents to 70 centg, end on Juwly 11,1922
was further reduced to 60 cents, in harmony with the o:?d.e;' oL the
Intersiate Commerce Commission ir Docket Xo.13293 (68 I1.C.C.676).
A 5%111 further reduction to 50 cents wa.sA made in the rate, on semd
only, effective July 3L,1922. Since the latter date the volume of
the rates has not been chexnged. The present rates are the same as
vere in effect following the Lirst general war incresses effective
Juze 25,1918, with the exception that the rate on sand is now
10 cents lower than was in effect on June 25,L918.

This historical data of the rate situation Zrom com-

plainamt's plants to Los Angeles may be taken as .fa.irly‘. represent-
ative of the other rates herein under sttack.

Defendonts also maintein, dut not in & tariff Liled
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with 'this Commission, for applicatior within the caﬁnties of Loz
Angeles, Orange, Riverside and San Bermsrdino, rates on crushed, rock,
send and gravel kuown as the "Municipel Scale™, which scale applies
orxly wkexn the shipments are cénsignea. to counties or to the municipal
governnments located therein, to the State of Californis when the |
treffic moves wholly within the counties named above, or when con-
signed to either the county, murnicipal or state govemhems in care
of conbtractors ir cherge of the 4wor1c. This "Municipal Scale"” is
Lower them the Commerciel Scele end is published unmder authority of
Section 17(2), paragreph 4, of the Public Utilities Act, which reads:
TEvery common carrier subject to the provisions

of this act may tramsport, free or at relduced

retes, persons or property for the United States,
State, Couwaty or Muzmicipal Governments x % x ¥,

Tnder this scele the rates or crushed rock, sand and

gravel are on & parity. TFor 40 niles or mnder the rate is 50 cents
and for the mext two dlocks of ten miles eaéb. the rate is increasel
20 cents for eack block. For distances over éo miles but not over
80 miles, the rate is set at 80 cents and axn increase of 10 cexnts
is mele Iin that rate for each additionel dlock of 20 miles watil the
mextmum scale limit of 120 miles 13 reached.

Cozpleinent is the largest producer and distribuier of
crushed rock, sand and gravel ix Southerm Celifornie. Ites products
are used 4in the coastruction of roeds, highways, buil&ings, dams,
rallwey bellasting and for practically all work reguiring the use of
crushed rock, sand and gravel. The territory served by complainent
is roughly described as south of the Tehachapl Mountalns and Sante
Bardars, noxth of the boundary line dbetween Mexico exnd the Trnited
States, and west of the Ca.liroxnia.-.t\r:!.zon.a State line, Six |
cmshing plients, located within a radius of 25 niles of Los Angeles,
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axe meinteined by the complainant, situated at Rivas, Baldwin Park,
Cruahton, Kincaid, Puente Large and Brush Canyon. The £irst three
points named are served by both the Souvthern Pacific and Pacific
Electric; Xincailld is served by the Santa Fe, axnd Puente Largo is

sexved by the Pacific Tlectric. The plant et Brush Camyon 13 mot

served by 2 rail cerrier and its products are conveyed to the con~
suxing centexrs by motor truck. The Kincald and Puente largo plants
are commected by a track approximately five-eights of a mile long
owzed 2nd maintained by the complainant and the movement of egquip-
ment over tais track for shipment vie either the Paclfic Eleciric
or Sauta Fe, as complainent mey elect, ié made with the use of a
locomotive owned by complainent. Iz addition to these six plants
complainant controls, through stock ownership, the plant of inter-
vener, American Crushed Rock Company located at Claremont, 36 miles
east of Los Angeles. This plant is comnected with the rails of
the Pacific Electric and Santa Fe by 2 spu:l. track constructed and
naintained by and at the expense of the American Crushed Rock
Company. Thus, with the exception of the plant at Brush Canyozn,
compleinantta plants, owaed or comtrolled, are each served, either
directly or by track coanections, by two rall carriers. The
record shows that the origimal location of these plants was largely
influensced by the desire of complainant to market its 'produota vie
a one line haul, thus avoiding the higher freight rates for hauls
involving two or more lines.

The combined capacity of complainmant's plents, including
that of the A.merica;n Crushed Rock Company, is 22,000 tons per ten
bouvr day. The individual capa.citj' of each plant, with the exception
of the Baldwin Park and Brush Caxyon plants, is 3,000 tons pex day,
the latter two heving capacities of 5,000 tons and 2,000 tons per
day respectively. The actual production of 2ll the plants of com-
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pLeinant during 1924 was 3,500,000 tons and this is estimated as

apyroximetely 50 per cent of the total used in the lLos Angeles dis-
trict.

Compleinant also maintains for the distridution and storage

of its products nine bunkers having storage capacities renging from
1,500 to 10,000 toms; four are in Los Angeles, situcted at Sixteenth
Street, Slauson Avenme, Mer=ill Avemue and. Twentieth Street and ome
each at Long Beack, Home Junction, Sherman, Vineyerd and Los Nietos.
The construction of these burnkers is uniform, and all are'equipped
~or unloeding purposes with endless chain buckets and electric motors.
About fifteen minutes is comsumed in unloading & £ifty-ton car and a
motor truck can be loaded from the bins in adout three mimutes.
Additionsl bunker facilities are proposed to be established at
Pasadens, Shord, Comptor, Wilmingtorn and E1l Segundo.

The opération of ‘these properties gives employmenﬁ to
from 425 4o 450 men 2md requires an invectment estimated at $5,297,000.
exclusive of the valne of rock lands under leass.

Crusied rock, send and gravel are,basically, commodit;eg
of low value, capable of heavy loading and subject to & minimum
ancunt of loss and damage. Thelr wltimate cost to the consumer is
laregly ietermine& by the trazsportation and handling costs incide
ental o delivery. It is in evidence that the sale price f.0.d. at
the crushers runs as low as 50 cents a ton for crushe&'rock and gravel
and S5 cents a ton for sand. To these base prices must be added the
freight charges, loading, unloading costs and the cost of hauling Lrom
the bunkexs or fro:m the cars, &8 the case may be, to the poinf of con-
sumption. FPractically 2ll of,this rock, sand and gravel tonnage is
transported in gondols cars and is loaded to an average of adout
55 tons per car. | |

The major portiomsof complainent's rail shipments are

-T=




moved t0 Los Angeles either for é.élivery or storage at that point,
or for subsequent delivery to points beyond. The movement to Los
a:ngeles iz usnally i train losds and the empty cers are feturnéd
t0 the crushers in the same manner. From Pusnte Largo and Rives,
on the Pacific Electric, the train loads consist of aﬁou.t eighteen
cars; Lrom Crushton and Baldwin Park, on the Pacific ZElectric, of
about twenty cars', and from the plants zserved by the steam roads of
adout 40 to0 45 cars. Thke method of loading and assemdbling the
trains and the movement to Los Angeles 4is, with slight va.ria.tioﬁ,
practically the same from 21l crushers. Defendants spot the empiy
¢ars on complainant's spur tracks at the crushers for loading. 4s
tae cars are loaded they are moved by complainsnt wit}: the aid of
gravity or motive power from the crushers and set out on defendant’s
hold tracks to be consolidated into train loads. The cars s plaéed. :
include those destined for points other than Los Angeles and also
izeclude cars which for various reasons are not intended for jmmedi-
ate billing. In the segregabion of the cars not destined %o Los
Angeles and those not billed, fLrom thoese destined to or via To8
Angeles, defendents are required to perform a varying amount of
switching vefore the trains are fimally made up for movement €o
Los Angeles. The weighing of the cars is done by defendants at.
Prente Largo and Kincaid and by complainant 2% the other points.
After reaching the terminal yards at Los angeles the trains are

broken up Lfor delivery at taat point or Lor delz.%rery to poirntz de-

yord, as the case may be. The delivery of these cars to the texm~
1nal yerd of the Pacific Electric at Butte Street 1z made by the
Southern Pacific, the Pacific Zlectric hauling this trafflic only as
fexr as its State Street yards.




The recomd. indicates that the total tonzage moveld via
rall bYetween points in Southern California during the twelve months!
periéd. immediately precoding the fLilirg of this complaint was estim-
ated to be 77,506 cexrloads, or about 67 per cent of the entire
production in Southern Califorzia.  The balence, thirity-three per
cent, or sbhout 38,754 carlozds, moved via auto truck, me.ld.ng 2
total estimated production of 116,260 carleads. Complainant's
shipmernts via rail durirg this period totaled adouwt 46,504 ca.rlbe.&s,
or about 60 per cert of the entire rail movement. The aversge
daily shipments from complainant's plants for December,l%ﬁ- and for
Jamoary, Februsry, July, August and September,l924, these six
months being selected as representative of the entire year, were
152 carloads.

The record does ot indicate the total »ail movement in
Northern California during 1924; however, & witness for the ‘
Southern Pacific testified that during 1923 +the movement totaled
50,943 ca.rlqad.s via that line, of which 11,533 were destined to

Saxn Frencisco or Qaklend.

Yot all of the rail shipmenis made in Southern Celiformia

moved wadexr the ra.te.s compleined of in this proceeding. Complain-
ant estimated the tonnege transported under the regular yubl:‘.s]qed.
retes whick are herein zssailed at 20 pexr cent a.nd.'defendants at
51 per cert of the totel ralil shipmexnts. 2otk estimetes a.z-é
typical of the period for which taken, complairant's deing predic-
ated upon its rail shipments for the month of Yerch,1925 oxnd dofend~
ants for all shipments mede during “he entire year of 1924. The
valance of he rail movements consisted of tonnage for use of
Ceunty, State or Municipal governments and was moved under the so-
called MMunicipal Scale”, to which reference has heretofore been
xade. I complainant's estimate is wmsed, the total rail movement
| | 1352 |

-




voder commerclal rates would amount o ab‘out iS,SOl carloals and
wnder the "Muﬁicipal Scale™ 62,005 carloads. Defendants!’ estimate
would pla.cé the total rail movement, unler commercisl rates, at
39,528 carloads, and under the Municipal Scale at 37,978 carloads.
The movement of rock, sand and gravel for mnicipal
purposes obviously is sublect to Liuetuetion and will very acoording
to the extent of the County, State or Municipal activities requiring
the uwse of these commodities. Defendants' estimate covéring the
entire year of 1924 is more representative than compleinant's end
shows an extrenely heavy movement unéder the ™unicipal Sesle™.
Complainant argues that i£ the preg}ond.era.nce of movenent
is under the Mxmicipal Scale, arnd defendants voluntarily continue
that scale in effect, that fact should stromgly indicate that the
commexrcial rates are wnreasonable, per se. On the other hand,
deferdants contenld that when the Tunicipal Scale” was establisheld
orxly twenty per cent of tke tota.l'ra.il tonnage mo;red. therewnder,
and that had they anticipated the movement would ever amount o o8
much a8 50 per cemt of the total rail movement, the "Municipal
Scale? would not hz.fre been establishel; ixn other wor&.s, ‘they cledim
that %he pmunicipel rates are not fully remunerative.

Considering the circumstences wnder which these Munfcipal
roteg were zuthorized, complainant's contention cannot be ‘sustained.
I% must be borne in xmind thet this so-called "ymnicipal Scale™ was
established wnlder authority granted by SQctioﬁ 17 of the mblic
Ttilities Act Lor the use only of e preferred class of shippers,viz.,
State, County and Municipel Governaments. Defendants might, 1if they
so desired, lawfully trensport this tommege Lfree of charge, but they
have elected to charge rates which provide some revexme. In S0
going they have accoxrled the State, County amd Municipal Governments
a2 privilege which the spirit and wording of the law cleerly eacour-
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. ages them to give. T0 use these low rates as 2 measwre Lor normal

retes wonld be grossly wnjust, and in the end discourage carriers from
extending the privileges contempleted by the act.

Deferdants maintain that the operating conditions in Southern
Calirornia'un&er which the rock, sand and gravel tonmage i3 handled
are more severe than those encountered in Norther:;. California. An
operating witness for the Southern Pacific téstiﬁea that in Northern
Californie but 45 per cemt of the total rock tomnege handled over that
line receives a switching service in major terminals, while in Southern
Celifornie 94 per cent of the total rock tommege is handled through
the busy Los Angeles terminal; that a switch engine operating in the
. major terminals of Northern Californis handles on an average of 73
cars a day at an average consumption of 6.70 gallons of foel oil per
cer; that in the Los Angeles temina.l,(which iz oz a .6 per cent
grade, an average of 5l cars per day are handled, with an average
consumption of 8.61 galloms of fuel oil per cax. Other evidence
- and testinony by Southern Pacific witnesses was to the effect thet
in Southern Californie there are .22 of a mile of curved track :}er
mile of line, as compared with .14 of a mile in Northern Caliro:nia.;A
that the curvature per mile of line is 26 degrees in Southern Calif-
ornie ond 19 degrees in Northern Califomie, snd the miles of grade 2
over 1 per cent per mile of lime was .37 of a mile in Southern
California and .05 of 2 mile in Northern Californmie. It was con~
tended that as the curvature of the line znd grales increases the
operating expense likewise increases, which is undoubtedly a fact.

This contention iz supported by other figures. On the Los Angeles
Aivision of the Southern Pecific, where there are cur#es‘ and grades,
the transportation cost per thousand gross ton miles is $l.26‘, while
on the Stockton division, where grades and curves are not encountered,

the cost is 80 cents.




The Assistant Gemeral Memager of the Santa Fe testified
that the operating ¢ost in Southern Californis on his line is
approximately 50 per cent higher than in the San Joaguin Talley.

Defendont, Pacific Electric, placel great emphasis oxn
the fact that in haunling the rock tommage to Los Angeles severe
gredes are en&ountered at Baldwin Avenue and Oneonﬁa in the move-~
ment from Puernte Largo and Rivas; at Wilmar Hill when the traffic
originates at Crushton or Baldwin Park, and these grades require
either the help of an =2dditional locomotive or the breaking up of
the troins and movement over the grades im two or more sections.

~ iueh evidence was presented dealing with the diffic~
vlties encountered in moving Lreight trains through the'congeste&

gistricts of Los Angeles, a situation mowe or less common to all

large terminal centers, but claimed to e a greater burden in Loé

Angeles then at any other importent terminal in the west. EsfocA
1e1ly, it was contended, is this true of the Pacific Electric,fox
peny of its lines leading into Los Angeles are used almost solely
2or pessenger traffic bdecause of restrictions placed by the
veriouns murnicipalities ogainst the movement of fLreight trains on
certain thoroughfares. Defenlants point out that this situation
is aptly illustreted by the fact vhat the RPacific Electric, on
account of these restrictions, is compelled to employ the Southern
Pacific to act as a "bridge™ carrier between the State Street and
Butte Street yerds. Andther difficulty in reaching the terminals
turough the congested districts of Los ingeles, it was said, is
the feet that numerous stops are neéessary; therefore, in oxder

t0 avold blocking traffic trains are Lrequently split into as
meny a8 six sections im order to clear and keep open the grade
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erossings. Thus, any asdvantege secured in moving the tonnage

to Log Angeles in treain loads is eliminated by the difficulties
encountered in arriving at the termizals. AlL of whick, 1t was
averred, 2dds to the cost of moving this traffic.

Defendent, Pacific Electriec, presented certain exhidbits
purporting 4o show the cost of handling over its lines cerlosds
of crushed rock, sand and gravel. The aversge operating reveme
per carloald is therein given ot $32.44 and the aversge operating
expense per carloed ot $45.938, a net railway operating loss of
$13.498 per car; or, stated anmother way, defenlent cleims that the
opereting revernue per ton mile is 1.792 cents and the operating
expense per ton.mile 2.538 cents, or 2 net operating loss per ton
mile of .746 cents. Basel upon these LTigures, 1t iz claimed thet
for the year 1924 there wes & net loss by the Pacific Eleétric
from Railwey operation in commection witkh the transportation of
29,552 cerloads of rock, sand and gravel of $534,052.97: The
witness who preseated these exhibits did not clain thaﬁ the Lig-
wres reflected the exact cost of handling those commoldities; in facy,
ne stated thet ot best they were an approximetion, but that in his
opinion they were withizn ten ox fifteen per cent of the actual
cost. A consulting enginecr, witness for the complainant,while
presenting no exhidbits in contradiction of those prepared by the
Taeific Zlectric, mode on anolysls of the claimed losses and
reached the conclusion, by 2 &ifferent method of distridbuting the
operating expenses, that the net cost per tom mile riéure shoul&
be cpproximately 1.54 cents inétea& of 2.538 cents claimed by
gdoZendant's witness. Applying this net per ton mile cost of
1.54 cents to the average carloald of 55.07 tons moveld an averageﬁ
distance of 32.87 miles, and there is produced am operating expeﬁse
of $27.88, to which should be added depreciation onl faxes of
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$3.09, maXxing & total operating expense of $30.97 per car against |
the average operating revexue peor carload of :3;53.4&, o et operating
profit of only $1.47 per cax. '"

mhese cost figures, inm o gomeral way, may to some eoxtent
represent & moxre or less accurate estimate of the average cost of
| honlling traflfic, and a fluctuation inm the_total anmotnt of business
would bring about o substantial change Iin the esﬁma.tes. The
added cost of operating heavy traffic through ddLficult territory i3
not compensateld for, as this record shows, by the additional revezue
secured because of the inoreasel traffic, especlally when the ser-
vice is performed at low rates. The result of these cost stuldies,
rowever, does show that if the methods employed by the defexndant,
Pacific Electric, are to be taken as accurate that company is
suffering o loss in the hamdling of this rock, sand and gravel
tommege. On the other hand, if I accept as accurate the comelusions
arrived et by the engineer employed by complainent I must conclude
thet the revenwe from this tonnage is but slightly in excess of the

actual cost of hoendling the traffic and provides no return upon the
investel capitel.

Exhibit No.l2 of the defendant, I’aéific Zlectric, shows
that the gross revemue per ton mile for all traffic in the month of
Jermery,1921 wes .0674 cemts and for the montk of December,1924
0365 cents, while the sverage for the yeexr 1924 was .0352 centis.
This wocld seem to indicate that following vhe great increase in the
rock, sand and gravel tonnege as shown by the record, the gross
revenue per ton mile has contimuelly decreased.

The record 1s clear that the finsxcial condition of the
Pacific Zlectric, the defendant carrying the greatest amownt of this




tomnage, 1s in far from o satisfactory condition. During the
czlendar year 1924 the total revenue received was $21,02%,646.,
while the total expenses, including deprecistion, taxes, inter-
est on funded debt,ete., was $21,613,83L.4L, showing e corporate
deficit for that yeer of $592,185.41. The totzl corporate del-
101t of this defondant 25 of December 31,1924 was {14,055,586.27.
The Tice President of the Pacific Eleciric testifiel
that the operating expenses for 1924 were delow normal, duwe to
the fect that medntenance end 1mpro§ement expenses during fhe year
were considerably curtailed, begimning about the Lirst of April,
when 1t was apparent the revemue would be less than the expenses,
end thaet had the maintenance work been wp %o mormel the fdeficis
would heve beem greater. Furthermu?e, he testified that had the
Northern California Scale been in effect during 1924 the oper-

ating revenmes of the Pacific Electric for that year would have
been depletel by §177,397.37. '

fhe Northernm Celiformis Scale es published in Southern
Pacific Tariff 330-F, C.R.C.3112 and Saniz Fe Tariff 9788-I,
C.R.C. 535, applies on the Southern Pacific in the territofy
zoxrth of Sante Margarite and Caliente, asnd on the Santa Fe in
the territory morth of Bekersfield. The crushed rock, sand and
gravel_rates wader this scale are on the same basis. However,
28 in the éase of tﬁe Commercial Scale in Southern Californis,
there are certain exceptions o its gemeral application to meet
the varying competitive c¢conditions. The rate under this scele
Tor distances of forty miles or uunder is 50 cents and is increased
10 cents for the zmext two suqcee&ing blocks of ten miles; thexr the
progression 15 in blocks of twenty miles, 10 cents being added Lfor




each 2dditional block uwatil the maximum distance of 500 miles is
sesched. |
Complainant urges that the Northern Californie Scale
is reasomable, per se, and that the operating conditiors, cost
of service and the volume and density of traffic prevailing in
the Scuth are comparable with thos prevailing in the North,
nence it contends there 15 no justification for mointaining rates
higher in Southern than in Northern Californisa.
Defendants, on the othexr hend, maintain that the
Yorthern California Scele was and is predicated wpon wa?er com-
. Petition and that this water competition was brought about by
tee operation of boats anld barges on San Francisco, Sen Pedlo and
Suisuwn Bays and on the Sacramento, Yude and Sex Joaguin Rivers

and other streems as for morih as Red Bluff in the Sacramento

Talley and es far south as Heradon in the San Joaguin Valley.

Thnis competition, it is c=lleged,was active as far back as 1897,
and although it is not now so keen as them, the in:luenqe of the
water-borne tommage still goverms the Northerza Californic rete
adjustnents on crushed rock, sand and gravel to a very lazge
extent. .
The record shows that at the time the rail carriers
Lirst felt'the effects of this watex comyetition'they endeavored.
only to estadblish low rates at points where the competition was
active and where it was necessary to go below the normel rates
in order to secure to the rail carriers a portion of the water-
borne traffic. 3But as additiomal plants were opemed wp at
irlend points the carriers were forced to establish rates whereby
droducers ot those points could reach the conzuming markets in
competition witk shippe:s enjoying the water-influenced rates.




Following the San Franciszsco fire and ee.:-thgj:.ake of 1906 an
ebnormal demand was created for bhuilding materials. This con-
Aition resulted in the development of many send and. gravel deposits, |
ané in order to permit shippers a2t the new points to compete for
Saxn Francisco business rates were established comparable with the
water-compelled rates. Thus the low basis of rates originelly
intended to 2pply only detween points where there was actual
weter competition graduvually extendel to the inland points not
sexrved by water until the ratves were practically mniform in
Northern California. Defendants contend that the entire North-
ern Celifornie Scale reflects elither water or market competition
and is nanifestly less than reasonable,per se.

Both the complainent and defendants presenteld exhibits
showing comparisons oL the mtes'z' on vaxrious coumodities bYetween
points in Southern and Northern Californies for egual distance
hevls, inclnding such commodities as cemént, lunber, fuel oil, beans,
stgar beets, Lruits, ete. In atbition, d.erendgnts introluced an
exhibit showing the distance rates of mony States in the mdgle
West and Eas?t, and these scales for the moszt part show that rates
on crushed rock, sand and gravel are higher +than those now in
effect in Southern California.

ALl of these exhibits have beern glven careful consid-
evation and it may be sald of them generally that thelir proponents
neglected to study the circumstances and conditions under whiéh

such rates were estabdlishel. The record shows that there are

retes in effect in Southern Calirom:!.a. higher +then the rates es-

tablished on the same commoldities for comparable Qistances in
Ncrthe:ﬁ Californie and convexrsely the opposite is shown. 'mﬁese
exhibits are interesting and instructive, but under the law as
frequently interpreted by the Commission they are not caleulated
t0 persuade ne to conclﬁde thet the rates herein under attack.
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should be altered.

The recoxd is replete with evide;nce relating to acute
competition with Southern Californisz railroalds created by motor
trucks, and by boats in & lesser degres, in conveying crushed
rock, sand and gravel o consuming centers. That this com~
petition exists, particwlarly in the short heul traffic by motor
truck, and from Santa Catalina Island through the ports of Long
Beach and San Pedro via barge, it seems t¢o me is clearly ested-
lished. Ome estimate was that the truck tomnege totaled sboutb
7,250 tous and the water-borne tonnage 750 tons e day.

In this connection 1t 43 one of complainant's con-
tentions that if the crusked rock, sand and gravel retes im
Southern Celifornia were reduceld to the level of the so-called
™onicipal Rates™, or to the FNorthern Californis Scale, o great
decl of the tommage now hendled by motor trucks wowld be attracted
To the rails of the carriers, resulting in an increase in their
gross revermues without very materially dinecreasing their Lixed
charges. With referemce 4o this argument it may be said that
if the assailed rates were reduced o & besis comparabdle with
those in effect for motor truck kauwls, it would perhaps follow
that the rail carriers would secure a portion of that business,
provided, of course, the motor trucks did not make lower rates;

but this is not a2 lawful recason for granting the petition of the

compleinent. I% 13 within the power of the carriers to meet

competition and to infitiate rates lower than this Commission could
justly prescribe os ressopable, 2xd such rates would be lawfwl so . .
long ag they provided sufficient revexue to cover ocut-of-pocket
costs and did not turden other traffic. The Commﬂ.ssién is em-

powereld. by law to establish reasonadle rates. Suckh rates must
allow for actual costs of service and compensetion for the capital
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invested in rendering that sexvice. When rates are attacked it

:'..s'our duty o see that they are not so high as to bve oppressive |
wpon the shipper. Between such rates and rates that cover some-
thing more than ont-of—pocket costs there iz a zoue which should
be free fron Judicial interferencs. The carriers have complete
coxtrol over rates which fall within this zome, and it séems to
ne that the rates here attacked clearly come within such & zonme.
(City of Detroit v.Michigan Railroad CQmmission,EOQ Mieh.395).

Conplainant's allegation of undue diserimination end
preference is founded upon the premise that there are lower retes
on crusaed rock, sand end gravel in Northerm Californie than iz
Southern Californie; but there is no showing in this recoxrd that
the crushed rock, sand axnd gravel producers in Northern Califormie
are in commercizl competition with 't:he' producers in Southern Calif-
ornie. lMere differencos in the rates on these commodities, such |
as exist bYetween the two Qistricts referrel to, 4¢ not avthorize
the Commission %0 condemn ome schedule as unla.wful when the i-ecord.
Teils T0 show that the aljustment is & somwece of disalvantage to
ome party 2ml of advantage to the other. In %his situation there
is no compevitlion between the localities, the persons or the com-
nodities. It is w:geé. thet the rates in Southern Californis have
retaxrded indusvrial development, dut the record does not contain
any proof of that zllegation. AS & matter of fact, the exhidvits
introfuced show that during the past five years burilding a.ctiv-_-'

ties in +the Los Angeles territory have more than doubled.

Thei-e is no evidence, in oy opimion, therefore, dhat
complainant hes deen subjected in any menmer to wrlowfl ALscrimine
ation, or that complaimant's competitors in Northern Callfornile
nave been uwndxly prefe:redby reason of the existing rates in that




territo?y which, as has beer heretofore pointed out, have been
established to meet water competition.

This, I think, covers all the points made by complainant,
and aftexr ca:efuliy considering the exhibits, testimony and briefs,
I am of the opinion and so £ind that the crushed rock, sand and
gravel rates involved in this complaint have uot been shown to be
either excessive or unreascmable or that unlawful diserimination
or prejudice exists.‘

I recommend that the compleint be dismissed.

This casze being at Lssue upon complaint, fwll investigation
of the matters ard things involved having been had, and basing this
order oz the Lindings of fact and thé conclusions conzaineg iz the
opinion, wadich sald opinion is hereby referreld to and nade a pa~t

hereof,

IT IS ZEREZY ORDERED that vhe complaint in this proceeding
ve and the same is hereby dismissed.

The fLforegoing opinion and oxder are hereby approved and
orlered filed az the opinion and oxrder of the Rallroad Commission

of the State of Californiz.
' Dated at San Francisco, California, this Zy‘/é‘ day

of O)SM,(,‘,__, 1925. |
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