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The Commission rendered a decisidn in the sbove entitled

case on June 16, 1916, reducing the rates on paddy rice moving fronm
various polants in the Sacramento and San Joaquin Valleys to San

Francisco, Sacramento, Biggs and Gridley. Within a short time

aftor the decision was rendered, defendants f1iled & petition for

rebearing which was denied.

Thereafter the Sacramento Transportation Company,
Faruers mranaportaxion Conpany, California Tranaportation Company,
(boat lines) and John 2. Coghlan, Receiver of the Northern BElectric
Railway Coxpany, preagnto& & petition praying that the cagse be re-

opened, permitting them to intervene and become parties to the pro-

ceedings on the grounds that the Commission in reaching its con-
clusion, reduocing the rates in question, had failed to take into

account the effect such reductions would have upon the revenues of

the boat lines and of the wesk rail carriers operating in oompetrtun
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with the Southorn Pacific Company between points ixn the Sacramento
Velley. These additionel facts appearing of importance, the Com-
mission under date of July 28, 1916, set aside Iits decision and
order and reopened the case for further conmsideration. All parties
have been heard by the introduction of additional evidence and by
the briefs of their attorneys, and the case 13 now ready for finsl
dispositioxn.

Defondant, Southern Pacific Company, in its applisation
for a rehearing alleged that the Commission erred in 6ompar1ng
the rates on wheat and other cereals with those on paddy rice:
thet 1t gave consideration to the distance scales of rates on
rice obtaining in Texas, Louisians and Arkansas, and departed from .
the established practice of malking rates to Sacramento the ssme
as to San Francisco from points in the San Joaquin Val ley.

It is unnecessary to enter into an extended review of
the testimony, as the origiral report sets forth the more important
facts upon which the order was based. The comparison made between

the sarnings on paddy rice and on the grains specified showing the

rate per ton per mile, earnings per 055. and earnings per ocar milo;,

between exaoctly the same points in California, is entirely proper,
it having been demonstrated by testimony that the commodities
differed but little in valune and there ig no substantiasl dissimilar-
ity in the circumstanqes and conditions with regard to transporting
the various kinds of grain.

In support of the contention that the rates prescribed
were unreasonably low, defendants on rehearing offered a number
of exhibits mak;ng & comparison of the present and proposed rates
on paddy rice from points in the Sacramento and San Joaquin Valioys
to San Francisco, Sacramento, Biggs and Gridley, with those apply-
ing on other grains, green fruit, dried fruit, vegetables and caned

goods, between the same 'polnts, also cohparing the present and pro-
posed rates with the rates iz efféct on paddy rice in the state of

Texas.,
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Similar exhibits were introdusced by complainants gt
the originsl hearing and were carefully aznnlyzed. Defendants,
bowever, contend that the rates on grain are water compelled and
therefore not somparable; also rates on greem fruit, dried frumit
and vegetables are subnormal, were established to assist the canning
and fruit industry in its infancy, and that this tonnage offered
a subsequent haunl to carriers, and likewlise should nof be med as
a meaéura for a rate on »addy rice.

This theoxry of a second haul can also be applied to
paddy rice, as most of the cleaned rice involves a subsequent move-
ment from the milla to the point of consumption. It is in evidence

that paddy rice produces but 67 per cent of cleaned rice and that

the by-products are of nominal value, again demonstrating that the

oomparisons made are not Improper.

The grain rates in the Sacramento and San Joaqu:!.:i Valleys
are no lower than tnbso in effect via the FNorthern Pacific Rail-
way, Grest Northern Railway and the Oregon-Washington Railroad and
Navigation Co., for like distances into Portland and Tacoma, as
evidenced by complainants' Rehearing Exhibit No.l, although a wit-
ness testiflied that the traffic into the northerm ports is. handled
under dif £icult operating oconditions. Grain tariffs on file with ‘
this Commiasion provide rates in California, where no water com-
petition exists, on a parity and in many instances lower than the
rates in the Sscramento Valley. A few rerresentative pointa are
as follows:

Miles Betweon And Rate Per ton

167.0
167.3
169.3
208.0

l44.2
144.4
147.5
143.0

133.0
132.4
132.6
134.9

Chico
Armona
Pope
Weed

Biggs
Iacjac
Mecoca
Eluore

Maxwell
Clotho
Coachella

Kennott

Ssn Francisco
Stookton
Los Angoeles

Maryaville

Sez Prancisco
Stookton
Ios Angeles

Marysville

3an Francisco
Stookton
Los Angeles

Marysville

3-

$2.80
2.35

3. 00
2.80

2.65
2.36
2. 70
2.56 .

2.30
2.2b
2.60
2. b0




The above rates indlocate that those in effeot from
Sacramento Valley points, such as Chico, Biggs and Maxwell to Smn
Prancisco, are not out of sdjustment when compared wita the com-
modity rates into other grain consuming centers.

I am not impressed with the arguments presented for no
dqubt carxriexrs could without great effort furnish excuses ani ex-
pleanations to demonstrate that all commodity rates are depressed
and are less than reasonable. The rates on grain, fruit and vege-
tables were established nmany years agoe and it is not of record that
these carriers have made application to increase them to a higher
basig. 43 a matter of fact many o2 the rates on dried fruit from
points in the San Joaquin Valley where there 1s now no compelling

competition have been voluntarily reduced, effective September 3,

1916, which does not indicate that the dried truit rates are uwu-

remersative. .

It can be stated at thls point thet in arriving at the
rates on paddy rice, consideration was'given to the testimony of
defendants’ witness to the effect that the rates on wheat, barley
and the other grains in the Saoramento Valley were depressed by
active and compelling water competition. IZ this fact had not
been carefully considered the rresent rates on the grains mentioned
might very properl;%eeen used as the gauge for rates on paddy rise.

The decision was not influenced, as suggested by defendant,
by the mileage scheme of rates on rough rice mevailing in the
states of Texas, Louislansa znd Arkansas, and the reference to-‘theae
rates given in the decision was in a sense a review of the exhidits
introduced by complainants.

The third obJection of the Southexrn Tacific Company that
in other decisions this Commission has given %0 Sacramento the
same ratés as apply between Sam Francisco and certain points in
the San Joaquin Val ley is in error, for the situation as it now
exists making s blanket of the San IMrancisco and Sacramento rates




to San Joaquin Valley points is of carrier's own oreation.

Defendant , Atchison, Topeks & Santa Pe Railway Company,

Tinds fault with the rates ordered into effect Prom points on its
line to Saersmento in conmection With the Sowthern Pacific Compeny
via Stockton, on the ground. that consideration was not given to
the two line movement involved, slso that the rates from Alpangh
to San Francisco end Sacramento should be inereased because of

the expensive service in comnection with the branch line between
Alpaugh and Stoil.

The branch lime from Stoil to Alpaugh is 5% miles in
length, was constructed at an expense of $55,000 some two srd =
half years sgo under a stipulation with shippers fixing the mini-
mun ¢arload rate for the branch line service at $1;Oolper ton for
& period of four years and while the agreement 1s of no legal
effeot, I am convinced the expensive service for this traffic
Justifies & moditication 0f the order.

There 18 no established rule requiring a higher rate
for a two line than f£or & one line movement, bdut in this case
the testimony given at the rehearing justifies the contentions of
the Santa Fe that an allowance should be made Por the two line serv-
loe to Secramento based on the extra switching involved and the
short haul from the Junction point at Stockton.

Interveners protested the reductions in paddy rice rates
between points in the Sacramento Valley on the rails of the Southern
Pacific Company upon the grounds that such reductions would be re-
flected in their achedules and seriously impair their revenue. No
exhibits were filed and the case was submitted entirely upon oral
testimony. This testimony, on behalf of the three stesmship com-
panies and one electric railway, was t0 a great extent an attempt
to prove the wheat and barley rates of the Southern Paclfic Company
in the territory in question unreasonably low. The bistory of the
rallvay and steamship lines was reviewed for a Period of more than

212ty years, operating expenses, the grain tonnage and the grain
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rates being set forth in detall.

The Sacramento Transportation Company and its pre-
decessor, the Sacramento Wood Compary, have opersted steamboats
on the Sacramento River and its tributary waters since 1862, was
the pioneer line to Red Bluff and hsndled traffic to that point'
elght or nine years prior to the congtruction of the rsilroald.
After the line was bullt rate wars were frequent until 1899 when
they practically cessed with the estsblishmemt of the rates now im
effect.

Great stress is laid uron the fact that the wheat rates
from the Sacramento Valley to San frencisco, being water ¢ompelled,

should not be used to measure the reasonableness of the paddy rice
rates. As has been heretofore shown, the present xate on wheat,

in carlosds, between Biggs =nd San Francisco, distance 144.2 miles,
is $2.65 per ton of 2000 pounds. Betweer Iaciac and Stockton, two
tenths of a mile :urtber,'the rate is & cents per ton lower, and
between Rlmore and Marysville, involving both a mountein sndi valley
hauwl, distance 142 miles, the rate is 10 cents per ton lower. From
toic 1t would appearvthat the present wheat rate from Biggs, as
well as the others from the northern territory to San Franciseo,
heve by the actlion of carriers become the stendard meassure of
grain rates.to consuming centers.

Witness for the Northern Electric Rallway testifled thet
any reduction In the Southern Pacific Company's rates wuld farée
his company 1o make & similar reduction in paddy rice rates at
conpetitive points, theredy causing an annusl 1088 in revenue ét
between $4,000 and $6,000. Dhis estimated loss 1s based on the
tonpage moved last sesson and the prospective increase in tonnage
for the coming season. During the fiscal year ending June 20, 1916,
2,847 tons of paddy rice were moved locally by the electxic line:
-had this tonnage moved under the rates pregscribed by the Commission

the loss in revenue would have beer $539.16. During the same rériod
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1,548 tons moved from points on the Northern ZElectrle Railway to

San Francisco under joint through rates. The eiectric line's loss

in revenmne of its proportion of the through rate, had 1t mqyed
under the proposed rates from points of origin to destination,
wonld bave been $390.98, a total loss of $930.14. The witness
also testified,-

"Considerable increased acreage is being planted
and has been planted, which will come into bearing
this season, from which we will get a crop this
geason at exclusive points on our line. I ¢m give
you an idea of that which will without guestion
conxe t0 wg., There is an ircreased acreage planted

at points such as Shippee, Tres Tias, Meri&ian,f**

Nicholas, Sankey, of 4*650 acres, which will yield
two tons to the acre *™** and which will go that

on first year land and probably over 9,300 tons."
There is nothing in the record to show the prospective tonnage from

each point. However, if an average rate of $2.00 per ton be applied
the revezue from this tonnage will be $18,600 and irnstead of show-
ing & loss in revenme of $930.14, its gross recelpts will be in-
ocressed $17,669.86. )

A witness for the Sacramento Transportation Company
testified that during the fiscal year ending June 20, 1916, 9,919
tons of paddy rice were transparted by bis line and it 1s alleged
that a reduction in defendant's paddy rice rates would cause a
loss of approximately $7,500 if a corresponding reduotlion in the
rates were made dy his conmpany.

The testimony seems to indicate that the bulk of this
tonnsge originates on the Sacramento River in the proximity of
Colusa, and is destined San Francisco. Ax present the rate ¢n
paddy rice in carloads from a voint on the Southern Ihdifib“Com-
pany corresponding to the river points is $3.50 per ton of 2000
founds.l When & shipment i3 transported via boat from Colnsa‘to
San Francisco, dock delivery, the rate is $2.75 per ton of 2000
pounds 0x 75 cents per ton less than the rall rate to the miil 16-
cated on the industry track of rall carrier at destination. From

tals 1t would seem that the transportution cost to consignee is

-




less vis water than via rail, but such is not the oczse for it was
explained that this difference reyresents the per tom oharge from
docks at San Francisco to the mill amd is made up as follows:

State toll st San I“ranciaoo P - 4 per ton.
Loading charge cerenssees £0
Switohing ohaxge ($2.50 per car) S.PF.. 16-2/5¢ i
Swtiching charge ($5.00 per car) ™ *¥33-1/34 "

Toteld ceceveeen.s 754 por ton.

"‘Bel‘t Reilroad, based on 15 tons per car.
**Southern 'Baoi:!.’io Co. besed on 15 tons per car.

Growers of peddy rice in the neighborhood of the Coluss

Landing are served by the Northern Electric Railway, the Sacramento
Transportation Company and the Southerm Pacific Company. The
distansce between the boat landirg at Colusa and the Southern J?a.ci:::.c
Company point opposite thereto is spproximately 20 miles. Rice
is grown within S5 or 6 miles of the landings and 14 or 16 miles
Irom the Southern Pacific Company shipping point, and dne to the
shorter distance to the river landings is legitimately water traffioc.
If, bhowever, in other territory the grower is located at
substantially equal distences from two shipping points he will
naturally kaul his grain to the point from which it bears the low-
est transportation charge. The oroas-connfry sompetition to the
river landings is important and must be recognized as well as the
points aotually reached by rail carrier. S3ince the rail carrier
delivers the raddy rice without any accessorial charges to the mills
logated on industry tracks upon its lines, it iz manifest that when
the steamboat lines reach out for tonnage in territory not immedi-
ately adjacent to the river landings they must plsce their rates
on such a basls that the same when added to the other expenses of
the shipper, such as the team hsul from point of produmection to
river bank, msrine insurance, state toll and the team or rsil de-
livery charge from wharf to mill at dextination, will not total

more thar the freight cha:ré;e assessed by the rail carrier for the

same gervice.




Prom an economical standpoint g grower will haul his

product to the nearest shipping station and will, without dbubt,

continue to patronize the line nearest his propsrty even though
transportation rates are not on a parity, becanse of the fact that
the tesaming expense for the shorter distance is not as great.

This beling true, I carnot agfee with #he contention that the steam-
boat lines and the electric line need necessarily reduce rates to
the same level as those of the Southern Pacific Company.

It is to be noted that the revemues of the Sacramento
Trapaportation Company have materially decreased during the yast
few yoars. The year 1914 shows a2 net loss of $11,890.42, and the
year 1915, $19,764.42; no 2igures wore submitted to cover the
fisosl year ending June 20, 1916. This showing, however, does
not Justify the comtention that a selected commodity rate of a
progperous competitor must be increased in order to furnish ad-
ditional revenue to the weaker compsny. According %o the testimony
48,000 tons of paddy rice will be produced on lands tribdutary to
the river - and of this tonnage 50 per cent will move via
the boat line. During the lest season this line carried but 9,919
tons, thus for the fiscal yesr of 1916-~17 there will be sz increase
ot 14,081 tons, and at the present rate of $2.75 per ton, the
groes revenue will be ixcreased $38,725.00. Should ocarrier find
it inoumbent to reduce its rate to $1.95 per ton (80 cents pér ton
below the proposed rail rate) its reveme will s5till be inoreased
$27,457.95. Each amount, it will be observed, ie in excess 02 the
net loss for the yeara heretofore glvem.

This line contends that any reduction in its rates on
raddy rice will cause & lowering of its wheat rates between the
same points because the latter rates are now lower. It does not
loglcally follow that in readjusting the rates on sz given com-

modity rates on other commodities must be increazsed or deoreased.




The Farmers Transportaticon Compmny snd the Cal ifornis
Transyortsation Company operating between San JFrareisco and Sacra-
mento are only interested in the situation to the extemt of the
Joint traffioc received at Sacramento from the Northern REleotrio
Railway. The first named company presented no testimony at all
while a witness for the seocond stated that his compeny had trams-"
Ported only sbout five cars of peddy rice during the past sesson.
It ia therefore apparent that the reductioms in rates oan do but

gmall damage to these two interveners.

It is the function of this Commission to establish just

and resasonable rates and no evidence was presented at the rebear-
ing to prove the rates ordered estadlished in the vriginal report
on paddy rice from points in the Sacramento Valley lesg than Just
and remsonable, and certainly the financial condition ¢f these
defendants is such thet the Commission need not hesitate to estad-
lish proper rates. Carriers may take oompetition {nto considera-
tion and make rates to meet it; in this case it may be necessary
for the steamboat lines t¢ shrink rates in oxrder to secure cer-
tain rice tonnage. This digability, however, on the part of the
steamboat }lines shounld not be a resson for compelling shippers
looated at rallroad points or a&dabent thereto to pay unreason-~
able rates.

In Application No0.856, California Navigation and Improve-
ment Company, for authority to Iincrease rates between San Francisco
snd Ssn Joaquin River points, Vol.B5, Opinions and Orders of the
Railroad Commission of Californie, page 366, which involved a some-
what similar situation, we sald:

"wo competing lines driving down the rates to a point

lower then would otherwise exist now aprly to the Com-

mission for an imerease in rates on the ground that the
duplication of facllitlies on the San Joaquin River kag

made 1% Impomsible for aither line to secuwre sutficient

traffic to make its busine ss profitable. Hence, the
rates of both lines must bde increased and the measure 0F

the incresse 18 determined by the alleged losdes of the




two lines, I assume if a third line should enter
this trapsportation f£leld and thereby further divide
the dbusiness, that it would be urged that the still
less heavily laden crafts shogld be permitted %o
raise their rates still more because 0f the unneces-
Sary additional investment. The situation here pre-
sented givea us both the evils of monopoly and the
evils og competition with none of the advantages of
elther.

I am not oconvinced that interveners in this case will be
injured by the reductions made in the rates of the Southern Inoiiiq
Company and even if such were & fact it could not be employed to
inorease rates found to be Just and reasonabls.

Upon a careful consideration of all the evidence sub-
nitted at both hearings I am of the opinion that conclusions
reached in the original report were correct except as to those
rates referred to in connection with the Atchison, Topeka and
Santa Fe Rallway Company.

I subnit the following form of order:

ORD ER.

The petitioners for rehearing in this case, the Southern

Pacific Company and the Atchison, Topeka and Santsa Fe Raillway Com-
pary, defendants, and the Sacramento Transportation Company, the
Farmers Transportation Company, the Califoranis Tramsportation Com-
pany, and Johrn P. Coghlan, receiver of the Northernlnlootric Rall-
way Company, intervemers, having been duly heard on r;hearing and
the case having been submitted by the parties and full investigation
of the matters and things involved having been bad and the Commisaion
basing its order on the facts and conclusions contalned in the
opinion which precedes this order,-

IT IS HERERY ORDERED that the Southern Pacific Company
publish and file with this Commission, on or before twenty (20)
days from the date of service of this order, the local rates on
paddy rice, in carloads, as set forth in Sochedule No.l, attached

hereto and made part hereof, which rates are Just and reasonable.




IT IS FURTHER ORDERED that the Atchison, Topeka and
Sants Fe Railway Company publish and f£ile with this Commission, on
or before twanty (20) days from the date of service of this order
the local rates on paddy rice, in carloads, as set forth in Schedule
No.2, attached hereto and made part hereol, which rates are Jugt
snd reasonable;

IT IS FURTEER ORDERED that the Southozp Pacific Company
and the Atchison, Topeks and Santa Fe Rallway Company, or their
authorized agent, publish and f£ile with this Commission on or be-
fore twenty (20) days from the date of service of this order, the
Just and reasonable joint rates or peddy rice, in casrloads, as
set forth in Sehedule Xo0.3, attached hereto and made part hereof.

The foregoing opinion and order are hereby approved

and ordered filed as the opinion snd ordexr of the Railroad Com-

micsion of the State of Californis.
Dated at San francisco, Californis, this 23~ day

02 Syl , 1916.




SCHEDULE NO.1

RATES IN CENTS ZER 100 POUNDS ON PADDY RICE IN CARLOADS
APPLICABIE VIA
THE SOUTHERN PACIFIC COMPANY

- e B Smers g grigl]
131

Finters 9
Eeparto 0%

12
Dixon 10 3
Woodland 1 6

1
Zamora 11% 7

folusa Junotion 13
Maxwall 13
Delavan 13%
Norman 14
Willowa 14
Maxrysville 13
Mello 13%
Gridley 14
Biggs 14
Richvale 144
Durham 15
Chico ‘ 15
Dos Palos 14
Oxalia 14
Eerman 16
Burrell 17
Qakdale 12
Merced 13
Presno 161
Pixley 19
Bakersfield 22
Rio Bravo 22%
Buttonwillow 23




SCHEDUIE NO.Z2.
RATES IN CENTS PER 100 POUNDS ON PADDY RICE IN CARLOADS
APRPLICARLE VIA

TEE ATCHISON, TOFEKA AND SANTA FE RAILWAY COMPANY

From

Oakdale

Fresmo

Corcoran

Waxlcena

Alpaugh Sen Francisco
Pond

Wasco

Shafter

Bakerasfield

SCHEDULE NO.3.

RATES IN CENTS TER 100 POUNDS ON PADDY RICE IN CARLOADS
APPLICABLE VIA

TEE ATCHISON, TOPEKA AND SANTA FE RAILWAY COMPANY
AND
TEE SOUTEERN PACIFIC COMPANY

Prom To . Rate

Corcoran , 19
Waukena 19%
Alpaugh. Sacramento 25
Zond 20%
Wasco 21
Shatter , 21%




