Docision No. Y

BEFORE TEE RATLROAD COMMISSION OF THE STATE CF CALIFORNIA

In the Matter of ihe Suspension by the Com- )

mission on its own motiom of & reduced rate )

on cerned goods named in Item No. 880-L, )

24th revised page 166 of The Western Pacific )
Railroad Company Tariff No. 36-F, C.R.C. NO. g

257; Item 250;@ 14th §evised page 23 of !
Sauamento Northera Reilway Tarifft No. 4-.-E, . v
C.R.C. No. 50; Ttem 1540-I, 9th revise g Case No. 3327.
page 131 of southern Pacific Company Tarm

Xo. 730-D, C.R.C. No. 3353; and Items Nos. |

'2530-B end 2540-B of Supplement 17 to Pac~ |

ific Preight Teriff Bureau Tariff No. 34-N, |

C.R.C. No. 494 of F. W. Gomph, 4gent. )

L. N. Bradshaw, for respondents.

J. R. Bell and J. E. Lyons, for Southern Pacific

Company.

Gerald E. Duffy, A. M. Reinhardt and Berne Leovwy,
for The Atchison, Topeka and Santa Fe Rallway

companye.

X1lan P. Matthew, John O. Moran, and McCutchexn,
Olney, Manuon & Greeme, for The Rive:r Lires.

HARRIS, Commissionexr:

CPINICOX

This is & procecding instituted on the Commission's own
motion to determine the propriety of a proposed rate of 10 cents
pexr 100 pounds epplying on canned goods, in carloads, from Sacra=-
mento to Sen Frencisco, Oskland, Alemeda and Richmond. The rate,
published to become effective dugust 30, 1832, in Item No. 880-L,
o4th revised page 166 of The Western Pacific Railroad Company
Tariff No. 36-F, C.R.C. No. 257; Item 250-K, 1l4th revised page




2% of Smcramento Northern Railway Taxriff No. 4-%, C.R.C. No. 50;
Ttem 1540-1I, 91:11‘ meviseld page 121 of Southern Pacific Company
Parift No. 730-D, C.R.C. No. 3353, and Items Nos. 2530-B and
2540~B of Supplement 17 to Pacific Freight Tariff Bureau Taxriff
Yo. 34-K, C.R.C. No. 494 of F. W. Gomph, Agent, was suspended
until November 10, 1932, upon protests received from The Rivex
I.ix;es.l |

This proceeding anéd Interstate Commerce Comcission I.&
S. Docket 37952 were heard snd orally argued at San Framcisco

Septexmber 8, 9 and 12, 1832. This decision relates only to the

intrastate rate.

Respondents' present rete is 12 cents per 100 pounds,
minimm carload weight 36,000 pounds. Unloading charges of 40
cents per ton and switching charges ranging Irom 82.70 to $4.50
per car are absorbed. Both the minimum weight and the provisions
for the absorpiion of the unloading and switching charges remain
uwnchanged undex the proposed l0-~cent rate.

The rate of protestant, The River Lines, 1s 10 cents
per 100 pounds, minimmum 20,000 pounds. In conmection with this
rate The River Lines absord a switching charge at Sacramento not
in excess of 34 cents per ton on shipments received by rail and

the actual cost of trucking to the docks not in excess of 32%

GGHEQ OI 40 WB?S Per son ¢epending upon the origin and destine-

tion of the 't:rc.f:tics on shipments recoived by truck.

.
X e River Lines is the name under which the California Trans-
portation COmPELY, Sacrerento Navigation Company and Fay Transpor-
Tation Company have operated jointly since Tehrtary L, 19392, ou
San Franclsco 3ay, the Sacramento and San Josqguin Rivers and their

tributaries.

Z e proposed rate was suspended om jnterstate traffic until
Novexber 10, 1932.

5 Items 20, 30 snd 35 of The River Lines Termimal Teriff No. 2.
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For some time prior to Getoder L, 1926, the intrastate
rail rate was scubstantlaelly higher than the rate in effect via
the water route. On that date the rall carriers began absorbing
tre unlogding costs not in excess o1 40 cents per tom, which had
the effect of reducing the differential by the smount of the un~
loading charge absorbed. On January 24, 1928, the rate itself
was reduced from 16 t0 12% cents and the un;loadﬁg absorption pro-
vision cortinued. The differential in favor of the water lines
was thus very mterially reduced. While the record dees not show
wkat portion of the tonmge was intrastate, it does show that the
movement via the rail lines increased as the differential decress—
ed. Om April 22, 1929, the Fa;r Transportation Coxmpany (one of the
carriers now comprising The River Lines) estadlished a rate of ¢
caents per 100 pounds in oxder 1o regain'ror that line & poxtiom
of the c#nned goods tnage the water lines lost to the rail car—’
riers, when the differential was reduced. That 1t was success:t:ul
in regaining traffic 1s Indicated 2y the decline 1x the rail lines*
tonnage. At the present time the rail lines' traflic In canned
goods consists chielly of shipments requiring industry track de-
livery or shipments destined to Libby, McNeill & Liddy's Warehouse
wpr at Oakland, points mot adjacent to the water line's dock.

e rocord clearly shows that the proposed rate will not
develop any tonnage not now moving via the carriers under our Ju-
risdictior. Neither the water carriers nor the rail lines are ex~
courtering uaregulated truck competition, although the teriffs
conteained the stetement that it was for this purpose that the pro-
posad rate was published. 4t a J.ate; date when respondents at-
tempted t0 Justify the proposed rate before it was suspended they

cleined & l0~cent rate was necessary 40 retain their present casuned

goods traffic. The record does not Eear out this contention. The
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umnderlying reason for the reduced rate is the desire to divert
traffic Tror The River Lines. Eowever, in fairness to the rail
carriers I believe they felt at ome time, or at least the Wesit~
ern Pecific Reilroad Compeny felt, that the rate of 10 cents wes
essential to retain traffic moving to Warehouse "B" at Qaukland.
The River Lines probably had given them ceuse for so thinking when
they made tentative overtures to Libby, MeNeill & Libdy to absord
the cost of loading the canned goods rrbm the docks to the wafe-
house. RBut whatever intention The River Lines may have had to

divert this traffic from the railroads bas deen defimitely sben~

doned.

) Sctbstentially all of the canned goods moving between
Sacramento and the San Francisco Bay region originats at the
plants of efther the Califorania Packing Corporation or Libdby,
MeNeill & Libby. The record shows that ever though the rail rate
is re&uc.ed- t0 10 cents the tonmage of the California Packing Cor-
poration will continue to move by water. The Libby, Yaleill &
Libby tonnege probedbly will be equally divided between the rail
and weter lines',‘provided of course that the rate of The River
T4nes is not elso reduced. But if the rail lines were successful
in diverting one half of ihe Libby, McNeill & Libby tomnage their
gein would ve siight, whe::cas‘ the loss to The River Lines would be
substantial. Ecwever, The River Linmes, as their Traffic Manager
testified, ' In the event the pro-posed rete Becomes effective will
attempt to reduce their rate 2 cents in order to retsin the ton-
nage.

7he mejor portion of the revenue of The River Lines is
obtained from tralfic moving northbound from San I*‘ranciséo to
Sacramento. The southbound traffic consis‘cs of grain, rice and

cenned goods, the latter constituting aprroximately 37% of the
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southbound movement. The diversiom oI one half of the Libdy,
MeNeill & Libby tonrage would seriously affoct the ability ;'.t
The River i‘ines t‘b pfcviﬁe an adequate §ervice.

"ﬁ:e River Lines are & necessary sdjunct to our intra-
state transpértation' aystom. Congress ix passing Section 5CO of
the Trensportation Ac¢t of 1920 also recogxized their imporiance
ard declared it to be its policy to prcméta, encourage exd devel-

op water iransportation, and to foster ard preserve not only wa-

ter transportation but also rail transport&tion. Tin Plate to

sacremento, 140 I.C.C. 643, 646.

he record clearly demonstrates that the rate propos—
ed by respondents is less ‘che;n o maximm reesonabdble rate althougk
respondents claim that it would returr something over amd above
the out-of-pocket cost of operation. Based wpon an average load-
ing of 54,500 pounds the proposed rate produces a per caxr revenue
of ‘$54.5'0. out of this amount charges ranging Ifrox $13.60 to
$19.85 are adsorbed by the Lize-haul cerrier. The out-of-pocket
costs of operation for & minimum carload vie the Western Pacific
are claimed to be $7.34 to Qsklend and $2.15 to San Freacisco.
The out-of~-pocket costs are computed by respordents on system
averczes ard not only azsume that train mile costs are constant
nut that added traffic may be handled without additiomal. twain
miles.

Bearing in mind the relatively high grade character of
the traffic it mey de reasonadly doubted from the evidence defore
us that the proposed rate would nob be a durden ﬁpon other itraf-
r1¢. Moreover X do not belleve 1t is in the public Interest to
permit the ralls and waler carriers under our Jurisdictlon to ;r:e-
duce rates below a reasonadle besis for the purpose of diverting

traflic from one to the other. Transportation conditions in Cal-




ifornia and elsewhere are demoralized exough dy unregulated trans—

portation agemncies. In Re Tavestigation of Trensportation Systems

4n California, Case No. 3154, Decisionm No. 25243.

T am of the opinion and so £ind that respondents have
tailed to Justify *the suspended rate. The Commission should re-—
quire rospondents to camcel the proposed rate. I recommend the

tollowing form of order:

This case having been duly heard and subnitted, full in-
vestication of the metters and things involved having bean had, a&nd
dasing this order on the Iindings of fact and the conclusions conw=
tained in the preceding opiniox,

IT TS EERESY ORCERED that respondents, The Western Paoc-
{f1i6c Railroad Company, Sacramexto Norihexrn Railway, Southern Pac-
{fic Company, and Pacific Freight Taxriff Buresu, F. W. Gomph,
Agent, be and they are hereby ordered and directed to cancel on or
before November 10, 1832, on ant less than one (1) day's notice to
the Commission and to the pudlic the 10=-cent ra"ce'applying ‘on caix-
red goods from Sacramento O Sen Francisco, Ockland, Alameds and

Richmond involved in this proceeding.
For all other purposes the effectlve date of this oxdexr

shall be: twenty (20) days Lrom the date hereof.

The foregoing opinion and order are hereby approved and
ordered filed as the opinion and oxder of the Railroad Commission
of the State of California.

Dated at San Trancisco, California, this _ 7 Z

dey of Novexber, 1932.
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Commi#sioners.




