RAILEOAD COLYISSI0

In trhe mebtter of the applicevion |

ol F. W. GOUPH, agent fox Pacilic

Freight Tazif2. Suvroecr, foxr an oxzder : .
grenting perx ssio 0 ckenge Itens Application Yo. E17.
90=C and 9;—A, 28 shcwn in Excemtion

Sheet N . :—c, CRC Mo0.70, rzefexring

to rates on Crude 01l z=nd products

therco_. '

T s
-

4 4%] "ON uojspoeq

Geo*ge D. Squires ‘o* applicant.

z. T; Cam» for cnison, Topeks & Sante Fe Railway Co.
F. P. Grezson for Azsoc;ated Jobvers of Loz Angeles

’ “amd In ndependent Pefi*e ies of Celiforniz.

F. X B4l for :reeno Troffic Assocletion.

Comy: issio“er.‘

-2 .hoiity 0 nz2ke e*tain crznzes
 4n Itex ¥o. OO-é 226 also dn Itex Jo. 9a=A ¢f 2ureaw IxXcep *1on Steet
Yo. 1=C, C.n.C.mo 70, velexring <o zates of a*eno**c:&pxlf x
cxude oil and certaln products tzereof. & Itez To. 90— o present
*ovidea fer C“vﬂo "D"':a:ing cn nctro’cu_ cruce ol l‘u_ & ox othci
01Xs nawed tne*ei. in carload lLots. Isem Yo. 91—A p:ovidce‘for o
ting, o, 604 of 5%a Class on petroleun engine (mzpize) distil Tete,
camloads.v | |
I is zov proposed v0 change these two 1tems g0 aéfto read
as followa:.

"Teem To. 90=C:

'_u?etroleum crude oll, pevroleum Zoad oil, petrolewx Zucl oil,

viz: -' Zinexy residuwnm, pet:oleum ga3 oil (See x below), pet ro_eum
svove oil (See x belo%) ané *e*i exy 4ops (Bee x be*ow in Doz *rcle,
carloeds, minirmum veiga* 26 OOO 103., ox iz tenk cars, subiect %o
ninimurm carxlozd wel ‘as provided Py current neste*n Ciassification.
waen skivwed in tank cars, welghtv will ve compuzed ot an
timoted wedght of 7 3/% lbs. per gellon.
Note: Till zot ép 1y on petrolews refized oil(illuminating or
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burning), engine (aaptzna) cistillate, gasoline, oenzine or naptha.
X means graviity under 40 degrees Baume scale.

Item No., Gl=A:

Petroleun engine (naptna) distillate mnd refinery‘topz,
gravity 40 degrees to 51 degrees, inclusive, Daume scale.
Yote: Till ndt appLy on petroleum refized oil (412 Tuminate

ing or urning), gasoline, venzine or naptia.

Applicant asks that tarilfs "wm_no commodit
urticles specified in Items 90=-C and 9l-A ve aimilarly amended.
he changes for waich apolicant atks arc to be broughs
aocout by the application %o pétroleum gas oil, petroleum'stove 0il
and refirery Tops of vhat is known as the Zzume scalé. These coxt=-
modities, when having o graviiy uader 40 dﬁcrec* Bﬂu.e scalc. axre 10
“4ake Item No. 20-C rating, vwhile if taey run between 40 degrees and
51 degreez, incliusive, Zaume scale, they,, together with pet:oleuﬁ
eagine (naptha) ﬁistillaze under the éame condition, are to take
ivex No. 91l=A rating.
Toe nmost important practical effect of thic change would
"be t0 give to the commodity knowa as *relinery fops", Item No. 91l=A
rating, waich tskes 80% of Sth Class ané not Item No. 90-C rating,
waich takea.the lower Class "D¥ rating. Tae ca::icrs contcnd tant
refinéfy tope should at the present time propesly take 20% of Stn
Clase, waile the protestantes contend that. tae rating is Class
"D* and object vigorously to an increase to 20% of 5tk Class.
‘nefinery tops are.the first préduct~of crude oil from
dis illation. *ney are us»d to 2 cousiae*aole extent for refining
into gusoline, aen~1re and‘cngmnc dzs~1llaxe and to mome extent
dzreculy Tor uge as Tuel in inmernal Cogbuz.zon engines. Relinery
tops are canufactured in some dozen or so uopping<;;;;t° ih tais
State, aﬁjwell as-in some of tae lax ger rc*;nerie s, such 2s those of

the Standard 0il Coxzpany and the agzociated 0il Ceumpany. The topping

o,

Plants, and also o some extcnt uhc As ted 041 Company, eell these
I

tops to @mall ref ine*ies locaved in various por.ione 0T tre State,

'
.




Walekh refineries them refine tize “ops princinally for the nurpose o2
cecuring therelrom gasolire for zzle in +the ;u::ounding territory Iz
compevition with gasoline rerined oy the laxger refineries omned by
~“ze Stendaré Oil CO;pany, the Associated Q041 Compeny ard “he Union

041 Comm»any. o

The cerriers clair tha® zefinery tops ere an engine

diotillete and t2et aence <he yroper reting is 80% of 5chVClacs.w

Tne protestants{ béing the indeyendent :efineéics of thig Stave,

¢laim thet Tefinery wops axe 2 peirolew gas oﬁl end thet XNence <k
propor rating is the cxude oill rating, vhich is Clags "D" Or ¢orres~’
nonéing commodify:ézze for czude oil. The teetimony shows that '

i:ing the;last'féw;zént'z tae carriers hove billed thié commodity'
et the highe:‘:a:éy %high a%e tne independent refineries ave refuged
to pay, out tres foﬁjgg%éz.ycara preor thereto Yhis commodivy has
nevc:.paid'a:yt;ing'bfher'éhan the‘lOWer_Claes "T rate. | Among tﬁe =
plants‘manuiactu:iﬁs zelinezy Lops end shipping éhem a% +he crude oil
rote, Tee one PLemb.in the Teot Side fields controlled oY the Atchisen,

‘

Topeke & Sante Fe Reilwey Compeny fmé enotzer at Gaviotie, ommed oy

’

“%be tLssocieted 01l .Cempeny. Tke Lseocizsed 041 Company 2as for sover-

7.
¢

2l years beex con::oilcd by <he Southerzn Pacific Commary 2ud p:id;
hereté ke SOuthéﬁﬁuPaciiic Compeny 224 & lérge irterest tkerein. To
accordingly find th;$,¢he princ;pal éarriérs nere involved have du:ing ‘

the lact few years‘%teméelvcé eivher omnel o:’cont:clled.p:agﬁe Lrom
waick relinery tope weze shipped ot 4ac crude oil rate. IZ thexe 16

ény recsonzhle doubt‘iﬁ'this case 28 4o whetheor refinexy tope &t the
present time propc:lyitaze.soﬂlof 5%k Clegs ox Class ™r, the doubt
zust be recolved iz favor of 4ac whifer proctice of the corriers

Quring e lasy eeveﬁ'yga:s,_both ag -carziers fox otkers and’az_carrierz
of 4hii produdt.manuiactp:cd 1n p1a:#s owzed or controlled by thex.

The ¢ladrm of the carrié;c;tha;fthé? onLly zecextiy fouwmd ouﬁ zﬁat taexze
wes euel a\cgmmodity~£ﬁ§ithg€7‘twu-s telng sh:ﬁped a%r the crude 611
r2te 18 not borae ouszy*thé evidence. |

I find Shoet refinery 4oms at ke »resexnt vime come undber

N0. 90=~C ond thot the wroper zating iz Class "I,
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The question now to be considered i vaetaer the Tate on
refinery tops saall be raised, as.proposed by the cerriers. The

5@ carriers argue ia support of their contention thét refinéry tops are
a manufactured product, +that their value is greater than tnat of |
oéher commodities in ¢rude oil claaaifiéé*ion, tnat gremzér risk i3
sttendant upon taelr transportation and thatl A; woula ve more aceurate
and seientific to apply to the products of crude oil, in‘order to
asceitain their proper ramihg, the Baume test. The corriers claim
vaat value follows gravity‘and taat gravity can e gasily anéd accurate-
ly ascertaineld by <he use o: tne 3Bzume tegt. |

The protestants cléim thaz‘refinery tons a:e,:@t 8 22NYWe
fTactured proéuct, *ham their value iz ut slighxly-greatér than that
or ¢ ther products wanich are 1nc1udcd unde> ﬁem Xo. QO-C“fthat there
i3 no greaver rick 1n t:ansport;ng relinery tops uﬂﬁﬂ any otaer L%ems
srouned‘unde*'ztem”Wo. 90-C, that the ecuijrment uged Lo transport
refincry tops., cxcew» guch Yops as are dest;ned dxrecthy for use iz
inter n1¢ combustion engines, is the crude oil eqn;pment “nd not tae
cleaner'equmpmenv necessary t» tiransport peirolcunm engine dzagillamc,
sné that if *the rate onxrefinery tops ig inereaaed, the result-will\
be to put out of buszneaa myst of the in&epenaen* refinexr ies of %the

State, to tae advantage of vhe large refineries owned by tae Standaxéd:
0Ll Company, the Associa:ed'Oil Compahy,and tze Tnion 04l Coapany.

The evidence shows +hat relinery tops are fhé product of the
first distillation from cTude oil and that they can not be used come
mexrcially, excent %o limited extent Tor internal conmbustion cngines,
until taey nave been refined. Tce independent refinsries are a% the
present time paying 61.63 ner ba:fel Lox No. 1 tops and& 64 per

- 2.0.0. Yoleve. :
varrel Tor No. 2 tops,/ The cnief engincer of the Aszociated Qil Come
DRDY tcetified thot crude 0il Lo gelling in %he field at 2n average
of between 50 and 857 per varrel, toat the price of peiroleum rosd

odil has oeen approximately 85Z per borrel and taat the petroleun stove

old sells Tor avout $1.00 vper borrel. These wroducte all pey Class *2




ating. Ee aldo':estiiied taat the price of exngine neptra disztillate,
which takes 80% of S5th Class, is vetween 6¢ and 77 per gallon at

“he relinery. At 42 galloﬁs 0 the‘barrel,'thevprice would be
.betwcen £2.52 and $2.94 pér barrel. Walle it is thus true that the
average velue of refinery tops is in cxcessﬂof’the.average value oF
*“c otﬁe* vens vaicn are zncluded in Itea'N o. 90~C, it:i8 equally
true vazat  the average vaiue of *ef;nc*y “ops ‘i3 less tnan toe value
oL petroleun cengine distillate, contained in Itenm No. Sl=A. It is
clear'fhat even if wvalue e token as the fole test of the rate in tuis

case, it L2 not Texcible to.establish a geparate claseification for

eacn aenarate value. Otnerwzse it would e nccesaa:é to establiish tem

l‘)

or twelve clacsificatioas ;or-crudc oil,nna tae products thereof. Tze

-
v

mere fact thay refinery sopc are. now .ouna witn other itemns waoze avere

age velue iz comevhat-less than thatl ofurefinery tone 1S by no means o
conclusive argument in favor‘of »l ac;ng refinery topé with petroleun
engine dis tmllate, vaose’ awe}ase value is in cxcesa of ¢ .h#fiof
réfinery tops. |

Tnere is no satielfactory evidence that tac rigk of trons-
porting refivery tons is appreciably greater tian the rigk of tronse-
porting tae other items which appear in vae crude oil classification.
Waile refinerj tops are us:& princinally for cdistillation into
sasoline; benzine and ch@inc distillate, they are also used to some
extent directly for consumption ¢n internal combustion engines, and
when zo used tney qompetg‘wntn.c#"* in ftems in tane crude oil sroup.
az well as vzt“ retroleun engine distillate.

The protestants c.rnesulJ contend tant LT the rate on
refinery top2 is now increased it will sexrioucly criwple thcuin-
denendent refineries. Sevéral ol tae ownerz of these *c*;ne*zea_
‘ibpearéd at thc nearing and testified trat they wonld e put entirely
out'of-busiﬁesc. The eitent £ the propésed increage is showm by
the Tollowing table showing the present mnd proposed rate per
hundred welght on the basis of 7+ pounds per 5allén, 10,500 gullone

to tke car, vith n weight of 81,375 pounds ner cax:

~5a

g
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Present Rate in Provosed rate in
cents ner Cwi. .conts ner Crt.

Holave to Los Angeles ‘ ' 24
Monaren to Visalia . 24
Yonarch 4o Eanford . 22.4,

Monaren to Fresno 25.6

In order that this %able should represent the situzsion
accurately, it must Ye borne in mind that thae crude olls are Tigured
at 7% pounds per gallem, while the distillates are figﬁrcd at 6 §/10
vounds per gallon, 5o that the real increaze in the rate would te
somewaat lesc than thet indicated in the foregoing iamvle.

Feferring specilically to <he claim taat the Independent
refineries would be cripﬁled or entirely »ut out of business, the
evidence zaows taat thesme refinéxies are located at Fruitvale,
Hertinez, Tresgno, Buxersficld, Hanlord, Vizalia, Tulare, Loz Angeles,
and possidly one or 4wWo other placés. Trey My vheir tops from the
tovning plants to wkich reference has zeretofore bee; made, ard in
eacn cace g freight rate rmst be vaid on +he tops to get them fo
the relinery. IThe gasoline and otaer products secured froi these Low0
are sold.by the indenendent refineries iﬁ competition with simil#r
proéucts manufactured oy the Standard 0il Company, the Associaxed'oil
Company and tae Taion 0il Compazny. Taese companies have,lérae pipe

lines lesding to nearly all of their refineries and traonsport <l

crude oll through tinese pipe lines without Teiag obliged to ray a

freight Tate thereon. The independent refineries claim that as a
result of their activitieé tze price of gasoline in the territofy in
which fhey compe:é‘with the large companies has been reduced from

187 to 207 to sbout 137 ber gallon and the wrice of eng?pe distillete. .
from sbout 124 %o & or 647 per gallon. They claim that if tae freight
rate on topz"is increased as now.desired Yy the carriers, they.will
not be able Lo compete and they alss urge that thae pride paidcﬁy

tae pvublic for gasoline and engine distillazevmili g0 up again a3 3007

as they zave been put out ol business.
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The evidence zkows +that the application in this proceeding
was made by the carriers after conference ané agreement with rev-
resentstives of the Standard 0iL Coxmpany, Associated 04l Company and
Union Qil Company. The carriers, however, stote that this application
was not made a2t the reguest of these companies, < simply in the
interest of a more scientific classification. Represgntaxives of
tb@se‘:héee large companies anpecred at the hesring, testified in
favor of the granting of the application and svalted tnat their com-
venies were in Lfavor of & higher clezssification of the relfinery tops.'
The attoramey. for tke Standard 01l Company, héwcver, la:tér appe&'éd
at the hearing and stated trhat he desized ﬁo nodify the nosition of
nis company as testified to vy i%s traffic manager, and stated Tast
his company'was 3imnly interested in kaving refinery tops and petroleum

engine &istillate Yake the same rate sad that it was immaterial %o

Zis. company waether this result was acconplished oy increasiné-the

rate on refinery tops or decreasing the rate on petroleum engine dise
tillate.

Vnile the decision on this application is not bosed on the
effect whick the proposeld increase would have on the independent
refineries in tals State and on tiac price wnich %ac public pays for

waelr producte, I nevertheless have thought it proper to refer %o

these respects.

As hereinbelore staﬁed the carriers Lxx nave for sever years
ané more carricd refinery tops at thae crude oil Tating. In order now
20 Justify an increasge in the rate, good anl sufficient reagons thersw
for must be ahowa. I find thz% cuchk reagsons have not been snown
and accordingly recormend that this spplication be denied.

I suoni? herewith the following form oF order:




0ORDE

F. W. QUEPE, Agent Tor the Pacific Freight ;?a:iff Burcad.
having made nis application for amthority <0 change Itens 90=C axd
9l-A shown in Zxception Sheet No. 1l-C, C.2.C. No. 70, referring to
thae rate on pétroleum erude oil and cérﬁain produéiz thereof, znd
2 Public hearing having been held upon said application, and this
application naving béen sutmitted and being nov resdy for deéisibn.
and <the Commizsion finding that no good and sufficient reason for
such change nas been shown,

| I? IS EZEREBY ORDERED that such apvlication be and. tac

sane 1g nereby denied.

Tac foregoing opinion and order are nerevy approved ané

ordered filed as the opinion and order of the Railroad‘Com;ission
of the §tate o California. |

Dated at San Francisco, Califorﬁia, :hiqj&ffﬁkay ol
February, L9l4.

Commi ssioners.




