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Decision No. -~ )u Yo

BEFORE TEE RAIIROAD COMMISSION COF TEE STATE OF CALIFORNIA

SOUTEWESTERN PORTLAND CEMENT COMPAXY,
2 corporation, .
Complainant,
Ts.

TEE ATCHISON, TOPEKA AND SANTA FZ
RATIWAY COMPANY,

L0S ANCELES & SALT LAKE RATLROAD
COMPANY,

SOUTEXRYN PACIFIC COMPANY, and

BOLTON INTERURBAN RAILWAY COMPANY,

' Detendants.

Case Xo. 3280Q.
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In the liatter of the Suspensior by the
Commission on its own motiox of cextain

M
J‘/’ . @ﬂ/ﬁ/ﬂ z./.
reduced raftes on cement named onx pages

54 end 35 of SOUTHERN PACIFIC CQUPANY Case XNo. 3283.
Local, Joint, Propertional and Trans—

shipment Freight Taxriff 584-D, C.R.C.

2861, applying from Colton and Crest-

more t0 points east thereof.

MONCLITHE PORTLAND CEMENT COMPANY,

& corporation, .
, Complainant,
'v.'S-

SOUTEERN PACIFIC COMPAXTY,
& corporation,

THEE ATCEISON, TOPEZA AND SANTA TE
RATILWAY COMPANY, & corporation,

Deferdants.

Case No. 3289.
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CALIFORNIA PORTLAND CEMENT COMPAN!.
a corporation, anéd
RIVERSIDE CEMENT COMRANY,

a corporation,
. Complainants,

Cace No. 3295.
TS.

TEE ATCEISON, TORPEKA AND SANTA TE .
RATIWAY COMPANY, & corporation,

Defendant.
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CALIFORNTIA PORTLAND CEMENT COMPANY,
. & corporetion, and
RIVERSIDE CEMENT CCUPAXY,
a corporation,
Coxplainants,
Case No. 33l3.
VS-

TEE AUCEISON, TOPEXA AND SANTA FE
RAIITVAT COMPANY, & corporatiox, and
SOUTEERN FPACIFIC COMPANY,

e corporatioxn,
Defendants.
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CALIFORNIA PORTLAND CEMENT COMPANY,
g corporation, and
RIVERSIDE CRMENT COMPANTY,
& corxporation,
Complainants,
TS.

THE ATCEISON, TOPEXA AND SANTA F2
RATIIWAY COMPANTY, & corporation,

Defendant.

)
)
)
)
}
)
)
}
!
)

CLLITORNIA PORTLAND CEMENT COMPANY,
a corporation, ard
RIVERSIDE CEMENT COMPANY,
@& corporation,
Complainants,
VSe Case No. 3381.
SOTTEERN. PACIFIC COMPANY,
& ¢orporation,
TEE ATCEISON, TOPEEKA AND SANTA FE
RATIWAY COMPANY, a coxporation, and
SIN DIEGO & ARIZONA RAIIVAY COMPANY,

g corporation,
' Defendents.
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Sanborn & Roehl, by H. H. Senborm, and Charles R.
Boyexr, for Southwestern Portland Cement Company.

W. D. Burnett, Waldo A. Gillette and R, S. Varce,
Tor Momolith Portland Cemont Company.

Cell & Murphey, F. W. Turcotte and William Guthrie,
for Californis Portland Cement COompanry.

0*Melveny, Tuller & Myers and William W. Clary, for

. Riverside Cement Compeny.
7. A. Loretz, for Blue Diamond Corporation.




Jenmes E. Lyons end Burton Mason, Lor Southern
Pacific Company, Holton Intexurban Reilway Com-
pany, and San Diego & Arizonz Rallway Company.

E. E. Beanett, for Union Pacific Railroad Coxpany.

Berne Levy amdl G. E. Duffy, for The Atchison, Topeka
and. Santa Fe Railway Company.

Rickaxr& E. Wedekind, for Paciric Electric Railway
Company.

CiRR, Commisslonmer:

The adove entitled proceedings bring into issue the law-
fulness 0L the rates on cement from Coliton, Crestmore, Tictorville
and Monolith;‘ to (a) points 4in the Imperial Valley on the South-
exn Pacific Compeny and Holton Interurban Reilway and to points

intermedizte there.to,z and () ' points on The Atchison, Topeks

and Sente Fe Reilway Company end San Diego & Arizons Railway soutk

1 A% these fowr points are located respectively the cement plants
oL tke California Portland Cement Company, Riverside Cement Com-
pany, Southwestern Portlend Cement Company and Monolitk Portland
Cement Coxpany. . . ’
2

Case No. 3280 was filed By the Southwestern Portland Cement
Company. It is allegeld thet the rates from Victorville to Ordway,
Niland, Colorado, Holtville, Meloland and points detween are um-
reasonable and tha% the rates to Owl, Celexico, Flowing Wells,
Inis, Tortuga and points between are prefudicisl to coxplainant
and preferential of Colton and Crestmore. By petition in inter-
vention asking for affirmetive relief the Monolith Portland Cement
Company alleges that rates fronx ifonolith To the sgme points of des~
tination are wnjust, unressozeble and wduly prejullicisl to come
plainents axd wmduly preferential of Victorwille, Colton and Crest-
more. The Califorria Portland Cement Company ard Riverside Cement
Compary. intervened in dehalf of defexdants.

Case No. 3283 is e suspension proceeding on the Comissionts own
motion suspending & proposed rate of 15 cents per 100 pounds from
Colton and Crestmore to points in the Impexial Valley and points
intermadiate thereto.




of Santa m.3 A

Public hearings were had &t Los Angeles December 6, 7,

S and 9. Cases 3280 and 3283 were orelly argued at Los Lngeles on
December 16, 1932. The two cases iavolving rates to the Inperial
Valley were consolideted and heard uponx ome record. The remaining
cases, vringing into issue the rates soutih of Santa Anm, were con=-
solidated and beard uponm & seperste record. Tnless otherwise noted
rates are stated in cants per 100 pounds,

Altbhough & multiplicity of Lssues are raised by tho conm-
plaints.. and the petitions In imtervention, the main questiom for
Zetermination is the volume of the differentials® meintained vy
defendants Detween the inxmer mills (Colton and Crestmore) and the

S Case Xo. 3289 was filed dy tre Monolith Portland Cement Company.
It is alleged that the rates from Monolith to Aliso, Natiomel City
and points bvelween are wareasonabdble and unduly prejudicial to com-
rlainant and waduly preferentizl of Colton, Crestxore and Victor-
ville. Petitions in intervention were Liled By California Portland
Cerent Compary and Riverside Cement Coxpany alleging that these
rztes are wdnly prejudicial to Colton and Crestwore and unduly
preferentinl of Momolith. ’

Cases 3295, 3313, 3334 and 3361 were Liled by the California
Portland Cement Company &nd the Riverside Cement Company. These
proceedings collectively alleged that the rates from Colton and
Crestmore 0 Aliso, Tustin, Bromning, Myfoxd, Framces, Como, Es=-
cendfdo, Lakeside, National City and points dbeltween eare waduly
prejudicial to Colton and Crestmore and wduly preferemtisl of
either Monolitk or Viectorville. By petition i intexvention fil-
ed by Monolitk Portlend Cement Company it is elleged thet cexrtain
of these rates are uwnduly yrejndicial to Monolith and unduly pref-
erential of Vietorville, Colton end Crastmore. '

The present rates frox Coltorn and Crestmore to the Ixperisl Val~
ley 2and points intermediate Lhereto are from 2%¢ to 4¢. lowex than
frox Tictorville and fra 5%¢ to 7¢ lower than Lram Monolithe South
of Senta Ana the rmtes froxw the inper mills are lf lower than Lfox
Tictorville and 4¢ lower than f»om Monolith to AlLso, Tustin, Zrowe-
ing, Myford, Frences, Como axé Irvine, and 3%y lower then frox Mo=-
wolith to points south of Irvine. The differextisl between tho Iz-
ner mills and Victorville to points south o Sante Ana is the sanme
as the diffterential to Los ifngeles axéd comtiguous points. To Cel-
1fornia Cement Compeny et 2l. vs. Southem Pacific ot al., 34 C.R.
Co 4328, &f2. &5 C.R.C. 904, the Commission found this diflferentixl
not mlawlul.
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outer xills (Victorville and Monolith). The inrer mills strongly
contend %thet they should have s reil &ifferential substantially
under the rzil rate Irom the outer mills. On the other hand the
outer mills Just as strongly urge the retextion or the narrowing

of the present differentials or their eliminatior entirely.

Because of their comparative nearzess to the principal
merkets o Southern Californie the inmer mills are In & strategic
position to use truck transportation. Indeed they use this form
of traumsportation sdroitly. Although to most points they can Ob-
tain truck rates lower than the existing rail rates they have cone-
slstently maintained a policy of giving the ralls approximmtely
40% of the traffic. Their reasa for so doing is obvious. They
Tear, and with some logic, that 1L the extire tommage wexe taken
from the ralls, the carrlers would endeavor o regein the traffic
by reducing the present rates, ané this in turn would dring sbout
reductions from the outer mills.s But if “he carriers are able o
retaln approximetely 40% of the tommage from the inmer xmills they
receive the seme, &nd probadly a little more, reverus then if they
reduced the ratss sufficiently o meet truck competition.s

S The Atchison, Topeka end Senta Fe Rallwey is committed to the

Tictorville mill t0o maintain & 1 differentisl between Colton and
Crestmore o the oxme hand anéd Viectorwille on the other hand.
&

A witness for the Riverside Cement Company explaimed the policy
of the inmer mills as follows: "We are giving the railroeds adbout
40% of our business. And tke reason is this: &3 & result of our
giving the rellroads 40% of our dusiness plus what they axre sure
%o geot from the outside mills, the railroads are getting today
more than half of the cement bhusiness of Southern Californis on
the present rates. Now, in oxder to force oux dusiness dack onte
the rails, the railrozds will have 10 cut their rates Iin two. * *
Now, having done that, if 1t was the policy of the railroeds, lot
us say, %0 force this buciness dack, by cutting their retes In two
and mairztaining that one cext &ifferential on the outside mills,
they would beo cutiing those rates in two, and what would 'be the
result? Irn orxder to get 100% of the dusiness they would heve to
cut their rates in two, whereas, they are getting halZ the busi~
zess now &t twice the Tates. S0 they would be doing double the
work for what they are getiing now. IT is an unzaswersble situa-
tion. The rallroeds can nrot get this dusiness dack excepting dy
cooperation with the mills.” : :




The Zoner mills are willing to return all o tleir ton-
nage to the reils provided they can Obtein the differentisls whick
they comnsider they are entitled to dy reasca of tholr gecgraphical
location and their ability to truck at lower rates than can be ob-
teined by the outer mills. Although they prefer rail transporte—

7
tioz  they have maintained a policy, and prodadly will comtinue

This policy, of using trucks for epproximately 60% of their traf-
Tic until the railrosds spresd the differential.

The inzer mills mow move all their traffic to the Iu~
iaerial Valley ¥y truck. The Soutzern Pacilfic Company, ot bemg
- commdtted to any set differential botweez the inmer snd outer
xlils, decided to gttempt t0 regain the lost toanage. Assurence
was given Wy the immer mills that if & 15¢ rate from Colton and
c:estino:-e- t0 the Ixperial Valley was published, the trafric iould.
de retumned to the rails, provided, however, that the Victorville
rates were not reduced by & correspording amount. The 15¢ rate
was published dut was suspended by the Comnission.®’

Therxe ¢en de no guestior dbut what the inner mills hold
the whip hend over the Sowthern Pacific. They now are able %o ob—
taix truck rates ramging from 10¢ to IS¢ per ssck (95 pounds). Tae
Sbﬁthern Faclfic 1s fxced with wwo alternatives. %hey can either
rrego the business entirely or they can establish the 15¢ rete

4 Truck traxsportation Is not a&as setisfactory as rail traxspor-
tation. The reason for this is explained in ke following testi-
wony of a witness Lor the Riverside Cement Coxpary: "There &re
comxerciel znd marketing advantages to us Iix having a.stadle well-
organized simple system of distriduting our dusiness by rail under
ostablished tariffs =nd we would make a concession in so far as
ovr truck advantages are concerned to restore our whole marketing
system of rail rates.” - This expression was concuxred in by the
other mills, .

Subsequent to the suspension of this rate the rall carriers of-
Tered to publish & rate of 20¢ per 100 pounds Lfrom Victorville and
243¢ per 100 pounds from Monolitk. These rates are mot objected
t0 by the inner mills.




with & 20¢ rate from Vietorville and & 24%¢ rate from Monolith.
If they do the latter they are assured of the eatire movement from
Colton and Crestmore, and would prodadbly Rold the movement Lfrom

Tiotorville and Monolith.?

The commitment is made dy the inner
nllls regardless of what the truck rates may be in the Zuture.

It cannot de sald that the proposed 15¢ rate is not reas-

1
onadly compensatory Oor would bdurdem other wraffic. © The competi-

tion which respondent seeks to meet 1s unregulated and beyond its
powexr to control. Ir such cases carriers have deen, and shouwld dve,
accorded g reasconable latitude to use their managerisl discretion.
Particulaxrly during this period of economic stress, with wcontrol-
led comje‘cition diverting trallic from the regulated carriers, ex-
treme caution aoulé. Y6 used defore anything is done to interfere
with the initiative of railroad memegement. Theories of rate mex-
ing, however,scund they z2y heve.beer in the past, cammot prevail
%0 hemper the caxriers in their voluntary effoxts to meet existing
cbnditions s0 long as in so0 doing they do not create wmdue discrim-
instion or otherwise adversely affect the pudblic interest.

The record warrants the conclusion that the 15¢ rate is
justitied and that By the pudlication of & 20¢ rate Irom Victor-
ville and & 24%¢ rate from Momolith 1t will not unduly prefer the
Inmer mills zor wnduly prejudice tae outer mills,

? whaile there was some evidexce of .sporadic trucking Ifroz Vietor-
ville anéd Monolith the recoxrd does not sustein the contemtion that
these mills can comsistently truck at rates lower than the propos—
ed rail retes can be oOdtained. Apparently the best rate Lrom Tiec-
torville is = combizatiozn truck and rail Tete, using tho xreil to
San EBernmardino and truck beyond at & totel cost of slightly over
20¢. The recorl &oes not skow thet Lonolith could advantageously
wse trucks to the Imperial Valley.

10 wor the haul from Colton and Crestmorwe t0 Imperiel Valley polixts
the Southern Pacific would odtalim, besed upon the weighted average
paul fTor 1932 and the minimum caxload weight, & pex car mile rev-
enue of 55.5 cemts axd a per tox mile revemue of 18.5 mills.

-




While there waz some evidence presented by the Victor-
ville and Monolith mills relating to the unreasonableness of the
Tates to the Imperisl Valley and points intermedizte thereto, the
evidence is insufficlemt t0 sustain thelir allego.t:f.ons.

The lssues with respect to the rates to polnis south of
Senta Ana are somewhat different then those relating to the. I

perizl Velley adjustment. Effective July 10, 1932, defendents
volunterily reduced the rates from Colton axd Crestmore to Como,
Tscondido snd points detween, the reductions varying frem 3¢ to
'3¢. Irfective ALugust 18, 1932, roductions of 472¢ were made in
the zate to Lekeside, resulting in & rate of lly which was held
as maximm at poiats north thereof 0 and iucluding Carlsbad. Con-
currently with these reductions the rates from Vietorville wore

- zeduced 2 éormsponding exount td vresexrve the one-cent differen-
tial. ﬁrrective August 18, 1932, the rates from Moxolith to Carls-
bed and socth were reduced to I3y over Colton, and effective Docom—
ver 4, 1932, a seperate edjustment was made In tke rates frcm Mono?-
Lith to mein and dremck lire points north of Carlsbad wheredy Mono-
11ith was accorded a differential of 4¢ to &liso, Tustin, Erowning,
MyLord, Frances and Como and & Jky differentisl at the other points.
Iz connection with the publication oL thesc rates the texriffs care-

ried a notatior %0 the effect they were made to meet truck coxpeti-

tiom.

| The imner mills contend that if the rates from Victor-
ville anéd Monolith were maede to meet tuck competition, then they
have bge& wduly prejudiced by defendents not according them the
seme treatment by meeting actual touck competition from thelr
mills. In effect they ask us %o Iorcé The rail carziers o
spread the differentials by compelling the rallroads to recognize




11
the actual truck competition existing Lfrom their mills.

The record however shows that the notation in the tarift
was not extirely coxrect. The reductions effective July 10, 1932,
were xade O meet truck competition Lfrom Colton and Crestmore to
points adJacent to Escondido. The reductions effective August 18,
1932, were made 10 meet truck competition from the inmer mills to
the EL Capiten dam near Lakeside. The correspordizg reductions
from Tictorville were not mede to meet truck conpetition but were
wade t0 preserve the one-cent differextial to wiich the Atchisom,
‘Topekx and Santa Fe Railwaey was coxmitted. The Mornolith reductions
were made tO accord that mill differentials ovexr Colton which de-
‘remﬁnnts contend were found proper in Celifornia Portland Cement Co.

¥s. Sorthemn Pacific, supra. &s in the case of Vietorville trucik

competition 14 not influence this adjustment.

It cannot be said that the rates published dy defendants
to points soutt of Sante Ana have wduly prejudiced tie Ixzer mills.
While the Commissioxn 1s not bound by the comnitment of the Atchis=on,
Topeke and Sente Fe Rellwey to the Victorville mill, differentials
of long standing cannot lightly be set aside, wless some compelling

reason .';.s shown the&-e:.o::.lz

However, the Sante Fe in its desire %o keep the Tictor-
ville plant on & ome-cent differential over the inner mills 1o

1L The inner mills compiled elaborate studles of the cost of trucke
Ing from the various mills. These were based upon the average rate
44 dy thex to the trucks over & period of gpproximately 18 months.

In Celiforzia Portland Cement Company ws. Soutihern Pacific, 35
C.R.C. 904, 6, the Co ssion, refusing to disturo the one-~
cent difrerential Between Colton-Crestmore and Victorville om trafl-
fic to Los Axrgeles, stated: "The history of the construction oOf
the rates, long &cquiescence ic their dasis, market and competitive
comditions, the effect of change on carriers and shippers concern—
ed, ané tendency or effect of & change on rate structures long maine
tained and to which dusiness has become adjfusted, are to be consid-
orod.™




points south of Sauta Aua has wnduly prejudiced Monolitk. As here-
tofore stated, truck competition 41l not enter into the adjustments
from elther point. Both voints are In direct competition for toe
cemont dusiness ix Southern Californiz. From Vietorville to ;poin:ts
wegt of Saugus on the Cozst Diviszion oL the Southern Pacific Company
Tictorville has beem accorded a ome-cent differential over lLonolitk
Tor 2éded hauls varying Irom 43 miles to 51 miles. But fraz lMono-
iith to points south of Senta Ane the &ifferemtial is 2%y over Tic-
torville for an added haul of S7 miles. Where competing mills are
erosa-shipping into competitive Territory uxder substantially sime-
'flar circumstemces snd ccanditiozs, thoy should be accorded equal
 treatment. Pacific Portland Cement CO. ¥Se A.Tu& S.F.RTVe, 33 CoRe

C. 300, 306, and cases cited thorein. The record 2oes not sustain
the allegation of the Monolith Portland Cement Cozpany that the
rates O Points south of Santa Ana are uxressonsble.

The Comuission should Lind:

1. That the proposed 15¢ rate from Colton exd Crestmore

tc points in the Imperial Valley and points intermediste thereto

and the proposed rates of 20¢ from Victorville and 244y from Mono=-
Llith to the same points of destinatlion are not wnduly preferentisl
of Colton end Crestmore nor uwnduly prejudicial to Tictorville and

Monolitk.

2. That the rates Lrom Victorville andéd lonolith to points
in the Imperiai Velley have not been shown t¢ be unreasonable on
this record.

| 3. That the rates Lxom Coltom, Crestmore, Vietorville and
Monolith to points om the Atchison, Topeks and Sants Fe Raillway and
Sen Diego & Arizone Railway south of Santa Ana are ot unduly pref-
udueial to Colton and Crestmore; unduly preferential of Tictorville
and ifonolitk; waduly prejud;cial %0 Monolitk nor wduly preferential




of Colton and Crestmore except as set fortk delow.

4. Thst the rates from Monolith to points south of
Senta Ane here under attack are unduly prefudicial to Monolith
and unduly preferentisl of Tictorville to the extent such rates
exceold by more than one cent the rates camecurrently in aelfect
from Victorville.

5. That the rates from Monolith t0 Aliso, National
City and points Detweex bave not om this record heex shown to de

unreas orable.

The following form of order is recoxmended:

These cases having beer duly heard and 'su‘omitted and bo~-
ing now reedy for decision,

IT TS DERFET (ROERED, that the order of suspension in
Case 3283 be and It Is ha:eby'vacated and set aside as of Tebru-
ary 25, 1933, provided that concurrently with the establisﬁmbné ‘
of the 15¢ rate under suspension, rates not exceeding 20¢ from
Tictorville and 243 from Monolith shall be established on not
less tken one day's notice to the Commission and to the public.

IT IS EERESY FURTEER OFDERED taat defendants shall
establish on or defcre thirty (30) deys from the eflfective @m
hereof, on not less than Live (S) 'days' notice to the Commisslom
and the public, rates ox cemeon:i:,‘ = cailoads, from Monolith to
pointe involved in these proceedings south of Santa ina which
shell not be more than one cent per 100 pounds higher thean the
rates concurrently maintained from Tictorville to the seme points
of &estination.




I7 IS EEREBRY FURTEER ORDERED that ix all other respects
the above emtitled p:oceedings be and they are heredy dismissed.

The foregoing opinion and oxder are herebf,r approvediand
ordered <iled as the opinion and order of the Railroald Coxmlssion

of the State of Celifornia. ZS(
Deted &t Sen Francisco, Californiz, this 20~ day

of TFebruary, l1933.
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Co ssioners.’
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