Decision No. 4/4//

SX0RE DHE RAIIRO0AD COMMISSICN OF TEE STATE OF CALIFORNIA.

In the Matter of the Application of )
the Bay Point & Clayton Reilrosd )
Company for Revision of Division of ) Applicatiorn No. 4305.
Retes with the Oskland, Lntiocch & )
Zastern Reilway Company. )

Mastick & Partridge, by John S. Paxtridge, for Applicant,

Steirhart,Meitee & Zlovy, and Senborn & Roehl, for
Calklard,Antloch & Eastern Railway Company.

IOVELAND, COLMQIISSIQNEZR:

CPINIOX

The Boy Polint & Clayton.Railroad Company on Januexry 8,

1919 petitioned this Commission under Section 33 of the Public
Ttilities Act Vo prescribe the divislon of the earnings in comnection
with the through route and joint rates applying to cement, carloaas,‘
from Cowell to Concord, Talnut Creel, Danville; Mallaxrd, Pittsburg,
Oakland, Sacramento and to other pointes located on the Oskland,
Antioeh & Zasverr Reilwey.

Rne Bey Polut & Cleyton Reilroad was incorporated
sugust 29, 1906 under tho laws of tho State of Califormla. The
line externds from Cowell to Bay point, g totel distence of 8.19
niles, connecting with the Southerxrn Pacifilic Company and the Atchison,
Topeks & Sente Fe Railwey Compony at Bey Point and with the defendent
at Clyde. Applicant’s rellreced is owned by the same interests as
control the Cowell Portland Comont Compsny end was constructed ’

Primaxily t0 sexrve the coment plant located at Cowell.
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Zecording to au exaibit presented at the hesring,
gpplicont commenced regular operation on Jume 1, 19509 and claims
so invesiment as of Decomber 31, 1917 of $226,518.84. During the
first four yesrs of its operations, Junme 1, 1909 to June 30, 1913,
it accumulated o surplus of $41,305.96. In 1914 it hed & net income

(profit) of $1,328.55, while during the period from June 30, 1915 to

Decombex 31, 1918, inclusive, 1t suffered 2 net loss of $81,743.48,
thus reducing its surplua from $41,305.96 as of Jume 30, 1913. 4o
$20,891.03 on December 31, 1918. Prior %o Descombex,1912 there wexre
no Joint ra¥xes on cement with main~line carriérs end spplicant re-
celved a muach highex revenue per ton for the tramsportation of this
commuedity based om the combinetion of local rateg than i@ later
recoived when joint rates were ostablished. The record further
shows thet in the year 1916 a pipe line was constructed into the
plent of the cement company, thus devriving applicant of the fLreight
revenue from spproximately 26000 tons of fuel oil per anmum. These
changes, no doudbt, accourt for the wnfavorabls financial showing
uade duxring the last four years.

The gross earnings, based on the total freight tonnage,
represented 18.3 conts per tor In 1916, 18.4 cents in 1917 axa
21.9 cents in 1918, or an average of 19.5 cents per tom for o
three-yesr pericd.

During the five years 1914~15-16-17-18 applicant
transported a total of 708672.94 tons of freight. Of this totel
603168.92 tons wexre outbomnd and 105504.02 tong were inbound. As
clogely as can be determined from the exhilit Tiled 592068.95 tons
of the outbound freight were moved on behralf of the Cowell Portland
Cement Company and only 11099.97 tors for outside parties. This
ropresents 98.16% for the Cowell Portland Cement Company and 1.84%
for outslde parties. 0f the inbound traffic 101082.34 tons were

Xor the Cowell Portland Coment Company and 4421.68 tons for outside

o rEade

-~ u.“::' ’LJ'




~ parties, or a percentege of 95.81 and 4.19. Taking the combimed
vonnage, outbound end inbound, it is found that there wero handled
for the Cowsell Poxtland Cement Company 692151.29 tone and for

wteide parties 15521.65 tors, or a ratic of 97.81% and 2.19%..
“hls domonstrates clearly that dpplicant's rallroed was constructed
end 1s now belng maintzined £or the traffic of +he coment company,
there being practically no outside business.

The joint rates here mnder discussion were first published
in Oalland, sfntioch & Zastern Joint Prelight Tarifse No.s,c.R.d.No;33.
offective Octobexr 7, 1915. Prior to July 8, 1918, applicant was
recelving from the Oakland, tntioch & Zastern through Clyde the
Samo division of the jolint earmings as it recoived in connection |
with tonnage handled by the Atchison, Topoks & Santa Fe and
-Southorn RPacific Compeny through Bey Doint. dpparontly, the basis
was satlisfactory to the parties in this proceeding, for they agreed
to it in Octoder, 1914ﬁ a8 evidenced by corresvondence vetween the
traffic managers of the two companies.

V Stetement set forth below shows the rates to the Specified
polnis In effect prior to July S, 1918 snd +those established on that
dato:

From
Cowell : 2rior to : July 8,1918
To ;July 8,1918:4nd at Prosent
5 .75 $1.20

75 1.20
1.25 1.70

.30 .70

.50 .90
.75 1.20

Coxncord -
Talnut Creek
Danville
Mallaxd
2ittshuxrg
Qakland
(40th & Shafter St.
Secramento
(Front & i Ste.

BF 48 BF

" 90 en 3

40 4% e aw
"y 80 0

1.00 Ll.40

L 3]
LK 1]

The clheonge In rates July 8, 1918 amounted to an incroase

oL practically 40 cents per ton and ere in line with "the cement

rate increuses mede effoctive June 25, 1918 by Director Goxoral of
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Ralilroads, V. G. Mchdoo, in his General Order No. 28 on the federsl
controlled lines.

Since the edvance in cement rates from Cowell to points
on the Oakland, Antloch & Eastérn, 0o ohango has been made in the
basis for the division of the earnings and eppllcant is now asking
for a paxrt of the 40 cents per ton increase In the Joint cement
retes. In answer to a diroect question as to the earnings the
32y Point & Clayton should receive, its traffic manager stated thet

in his judgment the allowance to the Bay Point & Clayton shouwld be
30 cents per tom out of rates not in excess of $1.00 per ton wnd
40 conts per ton when the rates are over $1.00 per ton.
-Qhe Oakland, Antloch & Eastern Reilway was ingorvorated
April 1, 1911 end operates en electric Reilway between Oskland and
Secramento, with branches to Diablo and Pittsburg and hes arrange-
ments with the Sen Francisco-Cekland Terminal Railways for handling
passengers bétween Ogklend end Sen Franmciseo.  The system includes
the Oaklend & Antloch Rallway and the San Ramon Valley Railrosd and
has 105.57 miles of main line, with 17.49 miles of second track and
sidings, making a total of 123.06 miles. In the year 1918 the -
total operating revenues woro $879766.36; of this amount $663541.03
was passenger revomue snd $181986.50 freight reveaue. The compeny
has operated at @ deficit since the commencoment of service, the

net income (loss) waz {187,362.62 in 1914, $157,459.74 in 1915;

w210,231.58 in 1916; $149,989.77 in 1917 and $34,161.20 in 1918, or

o totel loss of §689,164.71 during the past five years.

Tor tae beneflt of this proceeding it will not be nec-
estary to go lnto the details of defendant's financisl condition. _
but 1t may here bo steted that an assessment was levied agalinat the
stock In 1917 snd thet efter the credits f£rom this sssessment had
been applied the company carrled at a doficit December 31, 1918, in

1ts profit end loss account, the sum of $862,325.93.
_&-
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In the year 1917 the total cement tonnage originsting
at tho plant of the Cowell Portl&n@ Coment Company and forwarded

vis the Bay Point & Clayton Railroad wes 131259 tons. Of this

total gpproximately 25000 ton® were delivered to the Oaklaq&.
datioch & Tastern Railwey axd of this 25000 tons; 21C00 tons were
destined to lsllard Station for trans-shipment by water craft,
loaving vut 4000 tons in the yeaf 1917 for delivery to points on

the Oskland, Antioeh & Eastern other them Mallewd. In the year
1918 the totel coment tonnege was 107319 tons: of this total 16000
tons were delivered to the Oskland, Antloch & Eastern at Clyde and
‘of the 16000 téns approximately 13000 tons were delivered st Mollsrd
for trans~shlpment by weter craft, leaving but 3000 tons in thé

yosr 1918 for locel points on tho Oakland, Antloch & Tesbern. The

3oy Point & Clayton is now constructing o line to tidewater st
Sey Point which, the testimony indicates, will bg completed about
dugust.l, 1919, waon all shipments to Mallerd Station will ceass,
but o3 & matter of‘fact, there have been no shipments to Mallaxd
during the yeexr 1519. It will thuc be seen that by the elimination
of the Mallerd tonnage the Oskland, intioch & Bastern receives at
Clyde less tham 3% of the total cement tonnsge handléd by the Bay
Polnt & Clayton, the other 97% being delivered either to the Atchison,
Topeka & Sants Fe or the Southern Pacific Cbmpany et Zay Point. |

Ls shown by defendsnt's Exhibit 50.5. there were but 71
carloads of cemexnt, other than the shipments to Mellard, forwarded
‘to Oskland, intloch & Zostern points during the year 1918. Of these
71 caxs. 61 moved to Ogkland. . Sacramento, Concord. snd Meinert, where tie
rate prior to July 8, 1918 was $1.00 per tom or less, out of which the
Boy 2oint & Clayton received o division of 10 cents per tom, with a
meaximem of $5.00 per cax.

Under the rates ss incroased July 8, 1918, 10 these four
points,as shown in the preceding exkibit, the Bay Poimt & Cleyton
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Roilroed will receive ax increase in 1ts revenue of 100%; in other

words, where the division was 10 cents per tom to the Bay Polnt &

Clayton, that carrier now receives 20 cents per ton. The increas-
ing of the ratea to the other three points, Diablo, Pittsburg end
Obmaxr, t¢ which the remaining ten cars were consigned, will not
chenge the division of %he earnings to the Bey Point & Clayton, but
the total revenwme accruing to the Bay Polnt & Clayton on tonnage to
these thre¢ peints was only $£33.30 during 1918 mad, therefore, is of
00 importance. By the changing of the.retea on July 8, 1918, the
revenue for the balance of the yesxr 1918 accrﬁing to the Oakland,
inticer & Esatern was incrossed by 45%, while that secured by the
Bay DPoint & Clayton incressed 90%. Or s tonnsage dasis the Bay
Point & Cleytonr has olready received imereased earnings of 100

on 81% of the traffic moved in commectior with the Ogkland, intioch
& Zastexrn by reason of the higher through rates.

The anplicant owns but ore locomotive and one flat car
and in the yeaxr 1917 had but thirteen employeas, consisting of
three general office men, foux section mexr, one Station agent and
five engine =nd train men. The total pay xoll for that year was
$16,698.71 end of this amomnt $5400.00 covered the compensation
vald to the three general office employees. The total expenses
of epplicant, including taxes and the hire of equipment, in the
yeer 1916 were £34100.29; in 1917 $31207.19 =nd in 1918 $52793.3%.
These figures indicate that there have been mo material increases
in opereting costs during recent years and no testimony was in-
troduced on tkhis point.

In cases Nos. 232 &nd'233, decided October 25, 1912,
Cowell Portlend Cement Company and Bay Point & Clayton Rallroad
Coxpany vs The ALtchison, Topeka & Santa Fe Rallway Company end
Southern Pacific Company (Vol.l, Cpinions and Orders of the

Rallrosd Commission of California, pages 809.823), this:Commiseion
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established through routes and Joint rates om cement from Cowell, the
terminus of the Bsy Point & Claytor Rellroad, to stetions located on
the rails of the Southern Pacific and Atchison, Topeks & Sente Fe.

in ordexr was made in the sbove numbered cases regquiring these main-

line carriers to extend the rstes applying on cement at Bay Point to

Cowell, on thg Bay Point & Clayton Rallrosd.

In deciding these cases, the Commission recommended certaln
re~adjustments in cement rates to points within California and

suggosted to the comnecting main-line ocarriers that in the division
of the earnings the Bay Point & Clayton recelve 10 cents per ton,
with e meximum of $5.00 per car whem the rate from Cowell to destin-
ation waes $1.00 per ton or less, and 20 cents por ton when the rate
was in excese of $1.00 per ton. The cement rates recommended in
Yhe declsion teceme effective in comnection with the Southern Pacific
snd Atchison, Topeks & Sante Fe on December 13, 1912 and interested
carriers sccepted the division of joint rates as set forth sbove and
this division is 3t411 being malntained by the federal controlled
railroads.

The opinions and orders im the original cement cases,
Nos. 232 and 233, were based upon the fact that the line carriers
had created discriminatory situwations by applying the main-line
rates to cement plants located at Davemport, Naps Junction axd
Sen Juan.on the ralls of tho Sowtherm Pacifis and to Colton. located
on the rails of the Atchlson, Topeka & Santa Fe, but had refused to
extoend the same advamtages to the cement shippers forwarding their
products from Cowell over the Bey Peint & Clayton through Bay Point
exnd from Cement over the rells of the Cemont, Tolinas & Tidewater

tarough Tolinas.




The following language is employed in Case No.232,

"7e 40 not wish to be understood as claiming
that carriers should elweys be required to
extond thelr moin line rates to branch lines
whick reech industries, nor 4o we wish to be
understood as cleiming that when rates are
higher or a branch line involving sdditionmal
movenent than those in effect %o & junctlion
point, thet diserimination mmst necessarily
cxist in favor of the shipper from the Junetion
point. In other words, all of the circum-
Stences as to character of the product, polley
of tThe carrier elsewhere under lilke clrounstances,
etc. must e considered, anmd in the case now un-
dexr consideration, where we are considering
Solely the rates on cement.to extend main line
coment rates from junctlon voint to some plants,
and decline to do So for other plants, conm-
stitutes & discrimination which should be
romoved".

Ir Case No. 233, the Commission’s position was re-steted:

"hs was stated in Case No. 232, tho Commission
15 of the opiialon thet large steam roads should
not in all cases be reguired to give through
rovte and joint rates with industrisl or tap
line roads bdut that ocach case coming bofore the
Commlesion must be comsidered wmpon the merits
of that particular case, and in granting the
vrayexr of complainant in this case and ordexring
The defondant o publish through route aond

Joint ratos with complainants and intervenors
on coment the ominion of the Commission 15 not
based upon thoe right of complalnants snd inter-

Tenoxs to through route and jolint rates by

reasSon 0f the volume 0f %he trafflic other than
the movemernt of cemont. dut upon the cirewm-
Stences.disclosed in the case relating to the
cherge of discriminetion end the ressomablensss
of tkhe rate, which we beliove hat beon sustained”.

It zppeaxs to me that if at thic time sn order were issued
increaSing‘the ellowence %o the Bay Point & Clayton Railroad on
traffic moving in connection with the Oalland. Antioch & Zastern, a
discrimination would immediately be created in favor of the Cowell
2ortlond Cement Company, located ot Cowell, as sgainst the coment
nenufecturers shipping from Tolenas, Davenport, Naps Junction and
Sen Jugm to the competitive points reached direct by the Oakland.,

.
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Antioch & Zostern, or through its connections.

Notwithstending the fact thet the Bay Point & Clayton
Reilroed ic a common carrier snd offérs its sexvices to the general
prblic, the conditions sxe such that tho service 1o the public is
insignificent and, therefore, eny cdditionel revenue secured out of
the Joint rates for the transportation of cement f£rom the Caklend,
antlockh & Zastern and not also glven manufacturers by the other
connecting main-line carriers would be. to that extent, an sdvantage
walceh the Cowe}l Portland Cement Company would have over its com-
votlitoxs shipving coment from other points.

There ls testimony in the instant case to the effect that
the Bay Point & Clayton'Railroad BOW has an epplication before the
United States Roilroad Administration seeking to secure an incresse
in the dlivision of the through rates on tomnage delivered to.the
Atckison, Topoke & Senta Fe snd the Southern Pacific at Bay Point.

A5 outlined in our opinions and orders in Caces 232 and
255 (supre) carrier showld not be permitted to maintsein diserimin-
atoxry or unreasonable adjustments as between the diflferent competing
cemont manufacturers. The tonnsge of coment delivercd by the
3oy Zolnt & Clayton Rallroad to the Atchison, Topeks & Sants Fe and
Southern Pacific for interchange at Bay Point represents 97% of the
totel cement shipped by rail Lrom Cowell, the othexr 3% passing to
‘the Ockland, Antioch & Zasterm at Clyde. 2y the increasing of the
Jolnt rgtes, the Zay Point & Clayton, as heretofore shown, 18 re-
ceiving 100% increased revenue on' 81% of the tonmage delivered to
the Cakland, Juticeh & Sastern at Clyde. The seme automatic.ad-
Justmert kas takon place in connection with the traffic delivered

to the federal controlled railroads where the through rates have

increzsed frox $1.00 or less per ton to more than $1.00 pexr toxn.




In prescribing the division of joint rates, the rights

of all interested carrlers chould be considered, for each is en-
titled to & fair and equitable division of the revenme. It would
sppoor, in a situatlon of this lkind, that the proper procedure
would first have been an action before the Interstate Commerce
Comission to detoxrmine the divisioms to be paid by the two federal
controlled railroads, who are handling more then 97% of the tonnage.
" I am 1ot convinced that spplissnt has demonstrated the

necossity of a change in the divisions. There 18 no conslusive
showing thet the allowances %o the Bay Point & Clayton sre less
ther reaSonable for the services performed, ner that any controlling
chenges, since our orders in Cases 232 and 233, have taken place in
the handling of the cement between the plent and the Junction points
which would Justify the increasing of the expense to the main-line
carriers.

Upon this recoxd, I do not £ind that the divisions of
the Jjolnt rates, by which the 3ay Point & Clayton Railrosad receives
from {the Oakland. antioch & Sastern Railwéy. 10 cents per~fon, with
& minimum of $5.00 per car, wher the joint rate is $L.00 per ton
or less and 20 cents per ton when the joint rate is in excess of
$1.00 per tom, in effect at the time of the hearing, were unreason-
able.

To payments have been received by the Oskland, intiosh
& Zastern since the joint retes or cement were inc&aaSed. It
is ontitled to dlvisionc since that date on the basis outlined
gbove. It i1s expected thet the Bay Point & Claytor Railroad will
promptly pay to the Osklard. intioch & Esstern Railway the amovnt
found due on the prepsaid shipmentis which heve moved since the Joint

rates were incressed.




I recommend thet the applicatior be denied and submit

the following foxrm of ordex:

The Zay Point & Clayton Rallroad Company, having applied

to the Rweilroed Commisslion for an order changing the divisions of
the earning applied to the Joint commodity rates on cement to points
located on the Oaldlend. intioch & Eastern Rallway, & hearing having
boen held, and it asppearing to the Commission, as set forth im the
vreceding opinion, fhat the application shouwld be deried,

IT IS HZRE3Y ORDERED that the applicatlion herein bo and
it Lls herxeby denied.

The foregoing opinlon and order are heredy approved and
ordered filed as the oplnion and order of the Reilroad Commission

of the State of Califormia. . /ﬂ//L-

Dated ot San Francisco, Californis, this

day of% 1919.

Commis8ioners.




