~ Decisicxm No. AR

DEFORE THS RATIROAD COMLISSION OF THE STATE OF CALIFORNIA

CALIFORNTA PORTLAND CEMENT COMPANY,
2TVERSIDE CEMENT COMPANY,
Complainants,

vE.

SOTTEERN 2ACITIC COMPANT, Case No. 2663.
THE ATCEISON, TOPEZA AND SANTA FX

RATILVAY COMRANY,. ,
10S ANCELES & SALT LAXE RAIIROAD

COMPANY, :

PACIFIC ELECTRIC RAILWAY COLMPANY,

Deotendznts.

0. T. Helpling, P. E. Campbell, 3. E. Carmicheel
and F. ¥W. Turcotte, for coxmplainents axd for
Riverside Cement Company, intervener on peti-
tion of Southwestern Portilend Cemeat Company.

Senborn & Roehl axd Delancey C.Smith, dy Zarvey
=, Sandorn, for intervener, Southwesterna 2ort-
1anl Cement Compeny and for affirmstive relief,

w. D. Burnett, Coy Burnett, T. R. larson and W.

A. Gillette, for intexrvener, lonolith Portlaud
Cexent Company. ‘

X. E. Eeller, Zor Pacific Portlanl Cemexnt Compaxy.

T. G. HEiggins, for Sonia Cruz Portland Cement
Compeaxy.

Robert Bremmexn, Platt Kent and Berxe Levy, for de-
fendant, The itchison, Topeka and Senta Fe
Reilwey Compeny.

Jemes E. Lyons, Hercy EZ. MeZlroy axd J. L. FTleld-

' ing, for defendant, Southern Pzelific Company.

A. S. EHxlsted, I. E. Bennett and J. R. Quigley,

sor defendant, Los Angeles & Salt Lake Reilroad

Coxpany. :
C. W. Cornell, W. G. Xuooche =xnd X. Z. RWedekind,
tor defendent, Pacific Electric Raellway Company.

Y THE COMMTISSION:

ture, sale and distridbution of Portlsxd cemexnt. By complaint
filed March 4, 1929, it 1is alleged that the rates maintelned by
ferendents for the transportetion of cement, In carlosls, fronm




Colton and Crestmore to main and dranch line po:.n'cé. ﬁrest there-—
of to and'_including Santa Zarbars, Netionael City and points
zouth of Monblith, are unjust and unreasbn:.ble, in violgtion of
Section 13 of the Public Utilitles JLet, unduly p::ere::entiél of -
Nonolith, Oxo Grande and Tictorville anld unduly prejfudicial and
&iscriminatory to complainsnts, in violation of Sectiom 19 of
the Pubiic Utilitiea Act and Lrticle XII Section 2i of the Cone
stitution of the State or Celifornim.

The Southwestern Portland Cement Company oxnd tho Mono=
13tk Portland Cement Coxpany intervened and broadened the issues
dy Q.J.loging that the rates from Victorville and Monolith to the
destination territory iumvolved in this complaint sre unjust a::'n'.tv
wnregsonable ‘m violatiog or Section 13 of the Act, preferextial
of cblton‘and. Crestmore end prejfudlicial snd discriminatory to

petitioners in violation of Sectiom 19 of the Act end Article

III Section 21 o:c the State Comstitution. N

We are asked to prescride reasomble ' non-prete:zen.tial
end non-prejudicial rates for the future. Unless othec:wige ...pe-
cificelly provided, rates will be stated in cents per 100 pounds.

.?ub}iic heerings were held before Exsminer Geary ‘a‘b Los
Angeles on June 11 end iugust 20, 21 and 22, 1929, axd the pro_-'r
ceedings submitted upon briefs.

'L‘he coxplaint and petitions in Intervention bring into
Lssue the rates on.cement from five of the six mills located in
Southm Celifornia. The mill of complainent Californis 2oxt~
land Cement Company 1s at Colton, on the Southern Pacific, J&.tch.i-
‘son, Topeks and Santa Fe Railwey, Los ivgeles & Salt Leke Ro.:f.l-
road and Pacific Electiric E&ilwe;, ‘57 miles east of Tos Mgélers.
The compleinent Riverside Cement Compeny bas e xill at Crest-
:ﬁoze, on the Los Angeles & Salt Lake Rallrosd 55 miles east of

Tos Angeles, end ome at Oro Grende on the Los Angeles & Sglt Loke
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and the xtqhison, Topeks and Sente Fe Rallwey 109 mileseast

of Ioc ingeles. The miils of the interveners Southwestern
Portland Cement Compery end Monolith Portlend Cement ,COmpa;m'

. are respectively at Victorville on the Ltchisox, Topeka s£nd Sente
Fe ead Los Angeles & Salt Leke Railroad 104 xiles east of Los
Zngeles, and at Monolith oi;. the Southern Pacirichox.npany 117
miles morth of Los ixgeles. The foregoing milesges are the
shoxt Lime dI saané;es. Thexe is one othe;t- plexnt in Sou.the;m.',
Cslifornis manufacturing cement, =t Los ingeles, from clinke:
smported by vessel from European ports. Clirker is & semi-
mgmtactured cement which requires one grinding with the adli-
tion of & small awount of gypsum defore it is comerqi:ily'
usable. ' -
_fhe pormel copsumption of cement in Southern Califor=—
ale 1s epproximately 8,000,000 darrels per year. ALdout 80 per
cent., or 6,400,000 barrels, are used at Los angeles and the
texritory lmmediately coxntiguous thare:o,'sq obviously 1t 1s

iz this perket the mills disposze of the bulk of their prqdudts.
To 4o thi., successfully it is essential they have mtez‘to' Loz |
ngelos e.nd .,urroxmdine; points not only re.irly adjusted as Do~
Ween the mills but also sufficiently low % nmeet the competi—
tion oF cement 1mported v mml or ma.mmctuxed at los An=
geles from cement clinker obizined in Zuropean com:.trie Dur—
ing the pa.st few years the latter competition has deen the con-
t::olling :orco which e;u.ided the defendants in pu‘oli..h.ine; the
present retes to Loc Angeles. Ixn 1924 the importetion of cement
rrom Burope reached i’cs apex when approximately '700,000 barrels
were ,placerl in the I.o.-, Angeles market at prices ranging from
51.98 to §2.00 per berrel. The fReight Tates at that time to
Los Angeles from Colton and Crestﬁo:e were 9% cents and Lfrom

- oo ‘G:@de, v;ictorvillo' end Monolitk 10L cents. The cement




menufecturess in 1924 urgently requested the railroads to Tower
these rates to emble them to meet the competition of fareign
cemeat, and the railroeds realizing the seriouszess Of the sit-
vation acceededl %0 the request, and effective Mey 7, 1924, es-
tablisked to Loz ingeles axd adjacent points reduced emergency
rates to continue in effect for & temporsry period of about six
months. The emergencey rates were 2 cents lower thean the then
existing rates, thus giving to Colton anml Cresimore a rate of
7% cents, end to Oro Grende, Victorville and Momolith e rate
of & cents. Befare the expiration date of the texporary rates
the cement manu:&cﬁurers ssked that they be contiﬁued for &nothe
er period of szix months. The carrders complied with this petl-
tion and also responded to a similar one at the emd of the. sec~
ond =ix monthst period. The temporary m‘tes 1oz Angeles |
were con.timed' for over 18 montis, and u:pon the roprersentation
of the.cement mamufacturers tiat these rates were neeZed o
succes&‘ully ccmbat the competition of Toreign cemexnt, thoey
were published as permanent rates, effective ..c.nuary 1, 1928.
The..‘.‘Ipvss A.nseles vates were held as maximum 20 the intermsdiate
points, but to points beyond Loz angeles they were beseld o
arbita:&::ioa over that point, werying aocord.ing to the lon&
of he.ul exd the poin't of origin from which the rates applied.
The entire rate structure has bees duilt uwp without o great ’
deal of considexration O the length of the hauls or operating
conditions ;,sur:mnding the trafric. Particulaxrly is this
true of the mmtes from Oro Grande, Victorville ext Monolith.
Althoush the compleinants here before us were active
in obumg the ;pzesent ed juctment and were apperently sa:tis-
r1ed with the rates when ihey were establizhed, they are 1OW
sdvoceting & mileage scale of rates o ve epplicd. :trcm all

plents 'wh:.cb. Yecause of the geographicsl locatiorn of thelr




mills would obviously give them a decided edventage over the
other mills i the territory where the consumptiom of cement
{5 hesviest. Tiey p::opose several dases for computing the
zmileage rates. One would result in a rave oI & cents mdm'col-
+on and Crestmore to Pomona, 5% ceats to Los Angeles, and 0o
points deyond Los Angeles rates graded to 7% cents at Seugus,
117 cents at Sants Serbere snd 10 cents at San Diego. From Oro
Crande snd Victorville the rates would de 2% cents higher, end
from Monolitk, where the present rates now ePply vie Zioe. sn=
geles, 5 cente higher, than the Colton-Crestmore Tates.
In miving at these zetes compleinants have exditra=

»ily essumed that the terminal expense is 40 cents per ton of
2000 pounds, but there was no attempt to show that this amount
1s even spproximately correct for the service. Complainsuts
then oompute the ton mile revenue uxder the jresent rate of
8% cexts for the average distaxce srom Monolith, Oro Grande and
?icté':é#illc end use this as = dase for the line nenl charge.

T this msnner they exrive 2% rates verying from & cents Tox
30 m_ﬂe., to 8= cents "‘or 110 miles. The resulting rates axe
adzorme LY low in comperison with retes shown below, este:blish-
ed by this Commission ror comperable distences in Northern Cal=

seornis (Pacilic Dortland Cement Company et 2l. Ve AeTe& S.7e

2y, et el., 33 C.R.C. 300), axd by the Iaterstate Commerce |
comiséion for cox:pmble-diste.nces' petween Sczle IV territory
‘ e T—

in Kanses, Neobraske, Scuth DaXots, Colorado, Montans axk Wyo-
ming; betweed Kanses axd Okletoma (Western Cement Rotes, 69

I.C.C. 64-4':, 87 I. C C. 451); ox® from Oklshoma and Kamsas o

Tm.p (omom Por‘tlwd Cement CO. TS Do&- R-G- - OR.’ m

.i-oCohcl 65) -




Rates in cents pexr 100
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Rates for compar=dle distances from Redwoold City to verious
Zestinations prescribed dy Californie Redlrozd Commission
in Pacific Portland Cement CoO. vs. R.T.& S.F.Ry., supra.

Retos for campercble distences prescribel by the Interstate
Commerce Cormission in Western Cement Rates and Oklghoma
Portlend Cement CO. VS, D.& R.G.W.R.He., SUpre.

It £z epperent from the above that the proposed rates sre not
only too low for maximin ﬁagppébig rates, but that the preseat rates
except those from Colton, Cres‘more, Tictorville axd Oro Crande to
Somis, Cavin, Yemturs end Ravenme end from Monolith to Somis, Cavin
an&"'ﬁfentm aro" not unree.somble' per se. However, from and to the} .
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points just menticned the present mﬁes ere out of lime end
will ‘be a.d:usted. to the desis hereinafter prescribed.

4Aside from the fazct thot complaman‘ts' 'nge;ésted.
rates have not been shown W de reasonable, the differentials
proposed in the rutes from Oro Grande, Tictorville and Mono—
1ith would virtually force these producers out of the Los 1n-
geles market if the complelnsnts reduced the selling price of
cement DYy the amprgmt of the" reduction in their Lreight mtes;
Complainsnts contend that by reasox of their geographical 1o
cxtions they are entitleld t¢ rates mtermxlj Iower than the
other xzills, end th=t the present. dir':ercntialalhave subject~
ed them to undue vp:eijgd.ice nd h;.m unduly preferred thoir‘
competitors, If distance alone were the controllisg 'gu.i'dc.rl_
coz:pia;nmts' theory would e sound, dut zs alresdy pointed out.

the pi-esont retes tO Los angeles and the sdjacent points were

forced by the competition of foreign cemeat apd the volume of
the retes at that-tizme was Just as essentlel to the mills-at:
ozo Grende, Victorville and Monolith to meet this competition
g 1024 65 it wes for Colton and Crestmore. Xoreover, the
cozpetition of foreign Lmportations s‘bm Trovails, the rec—
o:cﬁ showing that for the rii_st,.three mo:;tl}s-o; 1929 the equiy—
=lent ;or 1.5,826" berrels of cement was received at Los lugeles
Eaxdor, and at the 1:.|.m the hearings in. th.is puroceedine; were
being held there were two vessels en route o Loc angeles load-
ed entirely with Selgien clinker.

Tpe present differential of 1 cent Detween the rates
%0 Tos ingsles from Colton and Crestmore oo the one hand and
Oro G:-a.nde, Tictorville apd Monolith on the other, has been in
effect Tor & number of years. Indeed it is the outg:owth of
= dir::eréntial recomended by this Comuission as proper be-
twee. c§1w:x and Oro Grande in Golden stete Portland Cement
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COu S. A.Te& S.T.RY., 6 C.R.C. 411, decided Merch 22, 1915.
In that proceeding, decifed before the plants et Vietorville

‘and Monolith were corstructed, the Commission suggested that
defendants meintein from Oro Grande o Los ingeles 2 rate not

to exceed 1F.cexts over the Colton rate. This differential
remeined un;:hango& until the general 1ncreases of 1920, when

it beceme 1% cents. This wes later voluntarily reducéd by Lo~
fendents to the previous dasis of 1i cents; anf effective Ju-

Iy 1, 1922, when rates in this tmitory were reduced 104, the
§ifrerential was further reduced to 1 cent, due to the disposi- |
tiox of. rractions theredy sutborized. When the Victorville and

wonolith plz.nts entered the Tield they were placed upon the sane

'ba:..»is a5 0x0 Graande.

- The interweners contend that inaswmach as the. J;:-eaent
rates from &ll the mills ©o Los ingeles are admittedly compel=-
led by the competition of foreign cement and defexdants have
largely disregerded distance, operating conditions and other
feotors oxdinarily given comsiderstion im estedlishing-rates,
defondsnts should eliminate entirely the present differential
and establfisk to Los ingeles the seme rate Irom all the mills.
This proposel however cennot be consilered seriously, as the
&isparity. in c’iista.m",e end opersting conditions between the
pills Ls too great 1o werraut placing all om & mfe parity.

The interveners sl.so sllege that the present retes
o points veyond Los ingeles &re prejudicial to them by::ea.s—
o or the fact thet the arxhitraries added to e I.o.. .mgelev
Tates ore datler lelly higher than those added 0 the ‘Colton~
CrestmoXe o Tos .A.ngelc... ::a.tes to points eq:u.idistan" beyond
Los Angeles. mey con.tend thf: retos from thei:r m.ills to points
beyond Los Angeles snould mot. increase over the I.o.., Angele..




retes by exownts greater than defendants heve increcsed the rztes froxm
Colton and Cresimore.

The following compiled frcm LInterveners® ex-
Bidits is "

{1lustrative oF the present adjustment.
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prom the foregolng it is apperent there has deed extended -
o Colton and Crestkore moTre ‘Laverable arditraries than e.cco:de&‘ Vic-
toxville axd Monolith. Defendents contend they ere justiried In do-
ing this decause competition of foreign cement is not ‘encountered in
.the territory bpeyond Los Angeles to the sexe extent 1t is a.t' Tos an-
gele and therefore the rxtes to polnts beyond. Los, Angeles .,hould. be
on a more mormel daesis. However, these dorendants cennot escape the
fect thet the rates to Los Angeles have been ectedlizhed not. only
rrom Tictorville and Mopolith but also from Colton sod Crestmore ©o
zeet & competitive .,:L't:uc.tion, and Colton and c::eatmore, ‘as well as
the other mills, have Zerived low rates to which they would n0% othor-

wise have been entitled. While ord.ina:ily we would not ve disppsed.‘




o &eternine the question of wdue pre:e::encé and préjudice' '
solely because of the Lzmetors comprising the through za.tes,' re
believe the present sdjustment of rates to points beyond Los
Angeles is preferential of Collon and Crestoore 2ol prejudicisl
to V‘ic'torvi_.le and UoBolith. -
Lfter oonside:r&tion of all the facts of Tecord we are
or the opinion ._nd. so Iind:
1. That the present rates fram Colton, Crestmore, Vic-
torville, Qro Crande and Lionolith are not wnjust
. end wmreasonsble excedt to the extent they exceed
the raztes set forth below:
Rotes in cents ver 100 11:-3.
From

Victorville From -
Oxro GCrande Monolith

To

Sonis

Cavin - 13
Tenture 125

Revenns

2. Thet the Tates from Tictorville end Xomolith to
points beyond Los les where the reates sxe desed
on c.rbitrmes.’over tke Los ;ngeles Tetes, &re une n
duly preferentisl to Colton amd Cresimore axd un-
auly pmjud.icml to Victorville and monolith to the
extent such a:-bit:aries exceed £or comperchle dis-
tances the arbiw:c.ries contemporanedusly added to

the :rates :crom colton axd Cwstmore.

' -
This cese having been 4uly hea;r&_'an& sudmitted, full
investigation of the matters and things involved heving been
hed, exé basing this order on the £indings of fact snd ':_h_e
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corelusions contained in the opinion which precedes tais oﬁder,

T IS HERERY ORDERED that defendants, Southern Pacific
Compeny, Ths Lichiszon, Topeks and Sente Fe Rellway Company, Los
ingeles & S=lt Leke Sailrced Compeny end Pecific Electric Rail-
way Compeny, accoxrding as they participate in the transporta-
tiom, be and they are hereby ordered to cease and desist and
theresfter to abstain froxm epplying, demsnding or collecting
rates Lor the transportation of ceoment in carloads which'ez—
ceed those set forth in the opinion which precedes this order.

IT IS EERERY FURTEER QRDERED that defendants, Southe
ern Pacific Compeny, The Atchison, Topeks and Santa Fe Raillway
corpery, Los Angeles & Salt Leke Raiiroa& Company and Pacific
Electric Rallwey Company, according as they participate in the
tranyportafion, be and they ere heredby ordered to estadblish o
or defore thirty (30) days from the effective dete of this or-
der on not less than five (5) days' notice to the Commd.ssion
=nd to the_public‘raxes which shall not exceed thosetsgpvrorth
1n the opinion.wh_oh precedes this order.

~IT Is HEREB!‘”UR&HEE ORDERED thet in all other re-
spects the complaint be exd it is heredy dismissed.. o

Dated at San Francisco, Celifornia, this _/‘;Eﬁ(emy

or LUz ,//;// , 19%0.

comtissioners.




