Decision No. ASKRZ

BEFORE THE RAIILROAD COMMISSICON OF THE STATE OF CALIFORNTIA

~O00=

In the Matter of Increase )
| Application No. 17536
In Freight Rates and Charges )

Alameda Belt Line Railroed,

Amador Central Railroad,

Axrceta & Mad River Railroad,
Atchison, Topeka and Santa Fe Reilway Co.,
Bay Point and Clayton Raillroad,
Bucksport & Elk River Railroegd,
Camino, FPlacerville & Lake Tahoe Railroad,
Central Railroed,

Califomie Western Rallway & Navigation Co.,
Central California Traction Company,
Delta Finance Company, Ltd.,
Diamond & Caldor Railway,

Fresno Traction Company,

Earbor Terminal Railroad,

Eolten Inter-Urban Raillway,

Howard Terminal Railway,

Eanboldt Northern Railway,

Indian Velley Railroed,

Xey System, Ltd.,

Los Angeles & Selt Lake Raillroed,
Los Angeles Junction Railway,
MeCloud River Railroad,

Minarets & Western Ry.,

Modesto & Empire Traction Co.,
Nevada County Narrow Gauge Reailroed,
Northwestern Pacific Raillroed,

OQuter Harbor Terminal Railway,
Pacific Coast Raillway,

Pacific Eleotric Railway,
Peninsular Railway,

Petaluma & Sante Rosa Rallroad,
Quirney Railroad,

San Diego Electric Railwey,

San Fresncisco, Napa & Callstoga Ry.,
San Joaquin and Eastern Railway,
Sacraxento Northern Railway,

Sen Diego and Arizopna Rallway,

Santa Maria Valley Railroad,

Sierrs Railway of Californis,
Southern Pacific Company,




Stockton, Terminal and Eastern Ry.,
Sunset Railway Company,

South San Frencisco Belt Railroad,
Tidewater Southern Railway,

Tonopah & Tidewater Rallroad,

Trona Railway,

Ventura County Rallway,

Visalia Electrie Raillroad,

Western Pacifice Rallroad,

Yosemite Valley Railroad,

Yreke Rallroad Coe.,

East Bay Street Rallway,
Calitornia . Shaste & Fastern Railroad.

BY THE COMMISSION:

CPINION

On June 17, 193, carriers by railroad and by water
throughout the country, subject to the Jurisdiction of the Inter-
state Commerce Commission, filed with that commission an spplice-
tion seeking authority to make a general increase of fifteen pér
cent ir their all-rail and reil-water interstate and international
freight rates and eharges. (Ex Parte No. 103 In the Matter of
Increases in Freight Rafes and Charges) Shortly thereafter, and
as a part of the carrier program, applications were filed with

the state regulatory cormissions throughout the country seeking

suthority to increase 1ntrasfate rates of the steam carriers op-

erating in the respective states. Such an application was filed




with this Commission on July 15, 193;. (Application No. 17536

In the Matter of Increases in Frelght Rates and Charges)

The Interstate Commerce Commission promptly invited
the various state regulatory commissions to participate in the
consideration of the application under the co-operative plan
contemplated under Section 13(3) of the Interstate Commerce Acte
Yost of the state commissions accepted the invitation and
selected Lrom thelr number eight representeatives, two from the
Western group and two from the Mountain Pacific group. Commis-
sioner Carr of this Commission was ome ¢f the representatives thus
chosen by the states. These cormissioners sat with the Interstate
Commerce Commission at the hearings and during the oral argument
and participated in the delibderations of the Interstate Commerce
Commission preceding its decision of October 1&, 1931.

The Interstate Commerce Commission conducted extensive
kesrings throughout the country, sessions being held at Washington,
D.C., Portland, Me., Atlante, Ga., Dallas, Tex., Kansas City, NMo.,
Portland, Oreg., San Francisco, Calir., Salt Lake City, Utah, and
Chicego, Ille. The carriers urged that thelr application be treated
as a reverue proceeding and not as a rate proceeding and limited
their testimony to the revenue issuwe. No evidence as 1o the
reasonebleness of particular rates was presented by the carriers.
By its decision of October 16, 1931, (178 I.C.C. 539) modified
and supplemented by its decisiom of Decexber S, 1931, (179 I.C.Ce
215) the Interstate Commexrce Cormission denied the application




of the cerriers for a fifteen per cent increase and authorized
in lieu thereof certain small increases on existing charges.
The inecreases authorized were limited to a period ending March
31, 1933, and their continuation thereafter made dependent
upon conditions then existing.

Tt was estimeted thet the increases authorized "will
produce between one bundreé million and onme hundred twenty five
million dollers increased revemue on the basis of present
traffic 1f applied both to state and interstate. This should
cover deficiencies in interest on Tixed interest obllgations
and o substential bdalence left over™.  The commission further
ctated in its decision of October 16, 1931: "Ve do mot find that
we are justified om this record to attempt, by‘a rete 1ncrease; |
to protect the margin of one and one=half times fixed cherges
set by the New York law. To provide so fer as practicadble that
actual interest charges be met is Justified." Certalnly no
effort was made to fix rates designed to yield & falr return
%o the carriérs. This was obviously impossidle under existing
economic conditions and was SO recognized by theréarriers. The
avowed object of the cammission in thée:. Issuance of {ts order
wés to temporarily assist the carriers'in the maintenance of. -
their ¢redit and to thus avert receiﬁerships, which otherwise
evpeared to be inevitable. As a condition to the aammission's _
order of Octoder 16, 1931, the carriers were required to pool
the sums derived from the application of the rate increases
authorized for the purvose of assisting the wealer roads, which
otherwise would derhult {n their interest charges. The carriers
were directed to evolve a plan for effecting these results.

Tre Commiscion, however, in 1ts supplemental or%g; orIDecember

5, 1931, modified 1its former order and relieved the cerriers

de -




from the necessity of complying with the pooling vlen therein
describved. In this regard the spplemental decision stated:

"For the reasons above set forth, and because we
desire to act promptly in this vroceeding, in accordance
with the dutles imposed and the authority conferred upon
us by the Iinterstate commeree act, and avoid delays
waich will de injurious to the general publie, including
the carriers, we heredby modify our origimal report to
the extent of relieving the carriers from the necessity
0T complyizng with the pooling plen therein describded.
This will leave them free to apply in the premises their
own loaning plan, dut¥, since use of the latter plan will
not be pooling, within the meaning of that term as used
in section 5(15 of the interstate commerce act, and be-
cause loans by and beltween common carriers, as such,
have rot been included within the Jurisdiction conferred
upon us by Congress, we neither approve nor disapprove
either the loaning plan or the agency the carriers say
they expect and intend to use in making that plem ef-
fective. However, we rely on them to epply the funds
to be derived from the authorized increases in rates in
aid of finmancially weak railroads in accordance with
the purposes expressed in our original report and in the
instent application pursuent thereto and the arguments
thereon presented.® o

Pursuant to the adbove statement, the carriers have
evolved and put into effect their own plan providing for a pool-
ing of the increases to bde used in the financial assistance of
the weaker lines. The plean is outlined at length in said order.
For the‘purposeé of this report; 1% 1s sufficient to note that |
the plan calls for the formation 6f a corporation to be known aé
The Rallroad Credit Corporation, to bde organizéd under the L@ys
of Delaware, foxr the purpose of collecting, receiving, and ad;
minisfering the fund derived from the rate increases authorized.
The participarts to the plan are obliged %o turn over‘to the cor-
poration, within specified times, the gross revenue received from
the rate increases, subject to a right of refund for any tax pay-
ments becauée of such receipt. The corporation is to useithe-
runah"to prevent, so far as practiéable, deraults by reilroad
companies in their fixed cherges™ and to this end loans ﬁill

be made to the weasker roads. No loan is to be made to a carrier




"which is 2ble to meet its fixed charges from its eérnings,
other income or other resources,™ or which, "with the aid of
the loan from the corporation, wouwld still bevunable to meet
its fixed charges or to avoid a default"™, <ar which has not com-
plied with its obligations relative to paymenis to the fund.
In determining the amount of the deficlencies in the earning of
an applicant and the necessity for making it a 1oan, "the amount
actually expended for maintenznce (but not the smount charged
to operating expenses om account of depreciation and retire-
ments) in the period from July 1, 1930 to Junme 30, 1931, sall
ve used as the maximum of 1ts maintenance charges, unléss in
the aiscretion of the corporation a different period should in
s special case be Justified™. Imterest is to be charged "at;thé
then current rediscount raie of the Federal Reserve Bank in the
New York District™, such rate po ve adjusted quarterly.  The
loen is to fall due’at such time as may be agreed upon, not
exceeding two years, but may be renewed for an additional |
‘period of not exceeding two years, at the discretion of the
corporation. In making loans the corporation Shall take as
security the best available collateral, including, it required
by the corporation, the pledge of the emounts due or to become
due en applicant on distribution of the fund to the part;ciﬁating
carriers. The corporation is given discretion, however, "in |
the case of any important public interest”, to relax these
security requirements. The corporation is required under the
plen to make monthly reports to the Interstate Commerce Commis=
sion of 1ts receipts, loans and disbursements, together with a
summary of its current financial condition.

The increases authorized by the Interstate Commerce

Commission were made effective on Jenuary 4, 1932.

Se




To make fully effective the relief grented by the.

Interstate Commerce Commission, ¢ertain rail carriers operating

in Californie filed with this Commission, on Jenuvary 4, 1932,

a supplemental petition in Application 17536'asktng'fhat authority
be grented for the increasing of intrastate retes %o thé*#aﬁq
extent as authorized by the orders of the Interstate Coﬁmercé
Commission sbove mentioned. Im their supplemental petition the
carriers allege thet such increases in intiﬁstate ratéé are neces~
sary in order to prevent and avoid undue dr-unregsoﬁéile ad-
ventage, preference or prejudice as between persons;or_lbcalitieSV
in infrastate comrerce on the one hamd and Iinterstate commerce -
on the other hand, or any undue, unreasonable'or.uhjust discrimings
tion ageinst interstafe'commerce. As exhibdits to the said SUP~
plemental petition the carrlers have filed with this Commission
the two decisions of the Intersfate Commerce Commission im Ex
Parte 103, above referred to, copy of the contract by and between
the cerriers participating in the plan known as the "Mershalling
and Distriduting Plan of 1931" with each other end with The |
Railrdad Credit Corvoration, sdmmary of direct testimony and
exnidits submitted on behalf of the cerriers by Julius H. Parmlee,
Director Buresu of Railroad Ecomomics, dated July 15, 1931, copy
of master teriff of emergency charges filed with the Interstate
Commerce Commission, effective Januery 4, 1922, and cbpiés or
three sapplemental orders of the Interstate Commerce Commission‘
{ssued in Ex Parte 103, deted December 24, 193l.  These supple-"

mental orders grant to the carriers fourth section rellef, waive
!

certain tariff rules and reconcile certain outstanding commission

orders wivh the new rates authorized. In thsir~petition to this

Commission the carriers also request general relief from the

Commission's rules relative to the publication of teriffs and
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from the provisions of Seetion 24(a) of the Public Utilities
Act to protect any depariures incidental to the establishment

of the proposed increases and further that the Commission
modify all outstanding oxders made effective or not, suthorizing
or prescridving rates and charges to the extent‘necessary to.
vermit the proposed inereases to de applied.

In connection witk thelr supplemental petition the
carriers tender i{a suppoxrt thereof the record before the Inter-
state Commerce Commission, copy of the transcripf of which
has already been furmished to this Commission, and ask that con-
sideration e given to the individual, annual and monthly Te=
ports of operations of the several railroads subject to the‘
Jjurisdiction of this Commission. o

It appears that no useful purpose coulﬂ bevaccomplish-
ed by holding hearings on thls supplemental petition of the
cérriers in view of their distressed financial condifion. Oﬁ
the other hand, considerable delay would be occasioned by such
procedure, which would tend to posipone the bénetits_expect&d
t§ flow from the orders of the Interstate Commerce Commission.

In view ol the decisions of the Interstate Commerce
Commission in the premises and the record made in the course of
the proceedings, this Commission is of the opinion that the Teo-
quested reliefl should be granted without delay.. It should Eg
emphasized that the carriers submit thei:‘supp;emental‘petitioh
as a reveaue proceeding and notlas a rete proceeding and this:
Commission so regards it. Ve are not called upon tq-péss
upon the reasonabdbleness of any individual rates and do not do so;.

From a revemue standpoint, however, we find that the schedules

of increases proposed, &3 heretofore authorized dy the Inter-

state Commerce Commission, are Justified.
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The carriers will de authorized to file and make
effective upon dem day's notice, the proposed schedule of rates,
subject to certein conditions. It will be necessary that our
oréer provide that all outstanding unexpired orders of the
Commission, whether or not effective upon the date of this arder,
authorizing or vrescribing rates and charges which have or have
not been published at the date of this order, and all outstand-~
ing suspension orders, be modified to the extent necessary to
yernit the increases herein authorized to be applied to the
rates and charges authorized or prescrived in or meintained or
held by virtue of such outstanding orders. It will also be
necessdry to grant general rellefl from the provisions'or
Section 24(a) of the Public Ttilities Act, and thus authorize
departures incidental to the establishment of the increases here-
in authorized. |

It will be understood thet any shipper or group of
shippers may properly challenge the reasongbleness or lawfulness
of any indivicduasl incresses herein authbrized by campleint and
in the usual manner, should such increases be regarded-as un-
reasonable or in any other manncr unlawful. The carriers be-
fore accepting the bvenefits of this order, and before‘filiﬁg
the rates authorized herein will be required to agree that‘fhey
will never urge before this Commissionm, in any reparation pro=

ceeding under Section 71 of the Public Utilities Act, or in any

other proceeding, that the opinion and order herein has foundmm

that any individual rate authorized is reasonable.

The increases herein authorized, like the increases
authorized by the Interstate Commerce Commissibn, wiil be far a
period limited to March 3l,<1933, and fheir continuation there-—

after will be dependent upon conditions'then existing.




ORDER

Appiication having been made to the Rauilroad Commis-
sfon of the State of Californie by the steam carriers hdereinabove
- nemed for en order authorizing the inercasing of intrastate
freight rates in harmony with the inecreases suthorized by the
Interstate Commerce Commission in its Docket Ex Perte 103,
decided October 16, 193%L (178 I. C.C. 539), as modified and
supplemented by its decision of December 5, 1931 (179 I. C. C.
215), all of waich is set forth in the amended petition im the
gbove matter (Application 17536); and the Commission being ﬂaily
advised in.the premises, heredy finds as a fact that the amended
petition should be granted. Basing our ordér on this finding
of fect and on the further findings contained in the opinion
which precedes this order;

IT IS EEREBY ORDERED that the application should de
and the same is hereby granted and that the applicants aboye
named are heredby authorized to esteblish imereased rates im
harmony with the increases authorized by the Interstate Commerce .
Coﬁmission in its Docket Ex Parte 103, decided October 16, 1931,
as modified and sxpplemented by its decision of December 5,

1931, the said rates to be established within thirty days Trom
the date of this order, and only for a period ending March\Sl, |
1933, unless their coniinuation thereafter be ordered by‘thés '
Commission. |
| IT IS HEREBY FURTHIR QRDERED thet the carriers affected
by this order are heredby authorized to publish rates and charges

in accordance with this order, which may be in violation of

Section 21, Article XIX of the California Comstitution and of

Section 24(a) of the Public Utilitles Act.
IT IS HEREBY FURTHER ORDZRED that the rates authorized
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herein may be publiched on ten day's notice in a bdblanket sup=-
plement to all tariffs. Such supplement may be similar in
character or the same as authorized by the Interstate Commerce
Commission. The sald carriers and their duly authorized agents
in the publication of the proposed tariffs of emergency charges
are further authorized to do .so without regard to the terms of
Rules 2(4), 4(1); 10(a), 10(e), 10(g), and 12(a) of Teriff Cir-
cular No. 2 of this Coﬁmissioh, and as expizﬁns'or Mareh 31, 1933,
unless sooner cencelled or extended.

IT IS HEREBY FURTHER ORDERJD that all ouustanding un-
expired orders of this Commission whetkcr or not efrective upon
the date of this order authorizing or prescribing rates and
charges which have or have no% been published at the date of this
order, and all outstanding suspemsion orders, be, and they are

hereby, modified to the extent necessary to permit the Increases

herein authorized to be applied to the rates and charges authorized
or preserived or maintalined or neld by virtue of sald outsiending

orders;' but that in all other respects sald orders shall remain

in full force and effect.

IT IS HERERY FURTHER CRDERED that the authority herein
granted 1s subjeet To the express comdition that no carrier to
this proceeding will ever urge defore this Commission, in any
proceeding under Section 71 of the Public Utilities Aet, or in
any other proceeding, that the opinion or order herein con-

1tutea a £inding of fact of reasonadleness of any particular
rete; and the filing ofrates pursuant to the authority herein

graated will be construed as consent by the respective cerriers




10 this condition.

[~
Dated at San Frapncisco, Celifornia, this [{

day of Jaxuary l932.

R
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Commigsioners




