Decision No. Y&V

BEPORE TEE_RAIIRQAD COOISSICK OF TEE SCATE OF CALIFORNIA.

Blythe Chamber of Commerce,

Palo Verde Valley Farmers Alliance,
Palo Vexrde Joint Tevea District of
Riverside and Imperial Comxties,Cal.,
dnd Palo Verxrde.Cotton Assocliation,

Complainants,

T

G
C
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i
- n)

vs. CASS XC. 151=2.

Californie Southern Reilroad Company,
8 corporation, and
Atchlicson,Topeka & Sante Fe Railway
Company, & corporation,

Defendants.

I.B.Stewaxt, F.B.Gleasonr snd A.B.Short,Jr., for
Blythe Chamber of Commerce,

F.P.Gregson, for Associated Jobdbers of Tos Lngelss.
Ward Chapmext, for Californis Southern Rallroad Company,
G.E.Baker, for Atchlson,Topeka & Senta Fe Railway Company.

LOVELAND, CQMMISSIONER:

C2IXIOR

The complaim_mts in this proceeding are civic and
industrig.l organizations located at points within the Palo Verde
Valley who allege by complaint, £iled Novexmbexr 26,1920, that the
class and commodlity freight rates and the passenger fares of

defendantse between all points in the Palo Verde Valley located

upon. the ralils of the Californis Southern Réilroao‘. Company to

Los Angeles and the intermediste pointa on the rails of the
Atchison,mopeka & Senta Fe Railway Company, herelinafter referxred
to as the Santa Fe, eand all of the local freight rates and pacsenger

faregs of the Californis Southerxn Rallroad Company, sre excessive,

unreasonable and unjust.




The Assoclated Jobbers o2 Los Angeles Intervened on
benalf of the Jobblug houses located at Los Angeles.

The 1ime of the Californle Sowthein Reilrosd s standard
guage, extending from Rice, & point on the Thoerix Branch of the
Sente Fe, to Ripley Stetion, & distance of approximately 50 miles.
The first 35 miled are over & desert, produwcing no tonnage, and
therefore 1ts local rates gre of importence only to the Valley
shippers In conpeoction with traffic moving through Rise to Santa
Pe polnts, particularly to and from Los Angeles. The distance
via the Senta Fe from Tos Angsles to Rice is 290 miles, making &
combined milea.ge of .’540 =ho Califormia Southern operates &
mixed train dally, excepi Sunday, between Rice and Blytke. This
train consists of one combinatlion baggege and express cer, one
passenger coach, & Pullman, and suck freight cars as &re neceSsary
to hendle the traffic. In addition, the train is required to

carry & tank water car, there teing no water at any intermediate

point, and the locomotive tender does not carry sufficlent water
t0 make the rouwnd trip.

| The Csallfornia Southern commenced operations between
Rice and Blythe Iz 1916 ani extended the line from Blythe to Ripley
in 1920. 2xior to the constructlon of the railroad there was but
iittle development in tke valley and such products &8s were moved ‘
out were either teamed over the desert, a dlstance of 65 mniles, to

the Southern Paciflic Company, or & dlistance of 45 miles %o Blythe

Jangtlon, on the Santa Fe. The sverzgs cost for this team hanl
was from 315. to $20. per ton.

Prior to the sdvent of the Californls Southerm, im 1916,

about 1200 scres were wnder cultivation. This was increased to

5000 acres in 1917; to 17000 acres in 1918:; to 27000 acre8 in 1919

and to about 35000 acres in 1920. The Valley conteins spproximately
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90,000 acres to be brought uwnder cultivation.
During the year 1920, 669 caxrloeds of freight were

moved out of the Valley; of this, 283 carlozds were of cotten

seed gnd 304 carloads of cotton, leavirg 82 cars distributed

smong thb other commodities, of waieh 34 conmsisted of livestock
end 12 of gypsmm. It will, therefore, be seenr that the Valley
acresge In the past has been devoted almost extirely to‘-tho
prodvction of cotton. The tomnage was moved in cars furnished
by the Sante Fe, &S the California Southern hes nmo freight equip-
ment of ite owx.

‘ The total freight moved. inbound ard outbound, during
the yeer 1920 was 40,880 tons. The prinmcipal tomrage was &s

follows:

Cotton Seed 6,890
Cotton 3,591
Stone and Sand 9,475
Lurbex 2,826
ZIumber Products 1,392
0Ll 3,383
iachinery 2,095

4 total of 29,652 tons, or approximately 72% of the entire freight
hendled. Commodities, cuch as Stome, sand, lumber, oil and
machinery, were uaed.v to a great extent ir duilding the line between
Blythe and Ripley, and by the settlers in the construction of their
homes and other duildings. It 1s claimed that very little of tkis
cless of tornage will move into the Valley during the yeaxr 1921.
The California Southern estimetes tast the total frefght traffic
for the yeaxr 1921 will not be In excess of 25,335 tons and the
total freight reverme 1s estimated at $128,842.52, as compared

with & revemme of $220,596.09 secured in the year 1920.

Tho following comparative Statement gives the
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Operating Ravenues and Operating Expenses, aotual for the first six years, and estimated for 1921. fThis is taken
from defendant’s Exhibit Xo.8

1916 1917 1918 1919 1920 192)

$ 44.267.23  $£107,940,59 $198,897.11

Total Cperating Revenue . $136,809.61 $276,894.26  $177,887.50

otal Opsrating Expenses

Gross Income

Potal Deduotione fiom
Gross Inqomo

Net Operating Income

Grand Total

21!905049

22,36).74

5,692,14

16,469.60
21,039.,76

50|984l28

66,966,31 -

41,111,756

16,844,566
16,644,656

83,879,756

b52,929,86

46,127.41

7.802.45 ’

8,00b6.16

146,709.04

62,188,07

47,956.7b

4,232.32

b64126.33

202l954|91

73,939.,%4

62,197.50

11,741.84
11,764.64

199,310,00

21,422.50

81,798.84

103,221.2%4

103,221.34




Those Zinancial reports have beexn choecked by the Commission's
neconntants, fouzd to be correct, 2nd in sccordance with tho rules.
Tre physicel condivions of the road were examined by our englueers,
and the reports of the two depariments are filed 2s exaibits in
thls proceoding. It will not be necessary 4o enter into any
dotalled anelysis, other thaz to mention that the road khas dheen
well meinteined sxd that owlng to the rapid deterioration of
the tles, due to voor materisls used snd trhe heat condivions in
the Velley, i1t will be ncceszary during tae rext Zowr yeers to
ronew neerly all of them =t & lerge oxponse.

The reilrocd opexrcting expdenses for 1920, as shown by the
sanual revort, totaled $202,954.91. Our Zagineering Deparimont
roduced thils mmount to $159,168.80, or by $43,786.1l, meking the
net incozme $55,540.95 instezd of £11,754.84. Thic result was

arrived at by o resdjusiment of the smount ¢leimed for depreciation,

reducing the cherge from $42,397.11 o $21,361.00, or by $21,036.11,

and sllowing but $12,000.00 for gemeral officers’ salaries instesd
of $34,750.00, 2 redustion of 522,750.00, meking a totzl decrease
in these two items, =s stated ebove, of 543,785.11. The Cormission
telleves that the revised figures sre Jalr and sufficient to meet
2ll %the remmirements of a road of this cheraecter. The genersl
o2ficers’ salaries of $34,500.00 for a reilrosd kheving but fifty
niles o2 track 2nd less trhen 50 exployees 1s certadinly excessive
and wnreasonable. Those salaries have not 21l been maid in c¢zsh,
mack 0f the cmount remaizning as o crelit oz the books; neverthe-

less they ca2nnot be izcluded iz the Operating oxpenses.




During tre construction perleod the Califorzia Southern
purchaced ‘;'.wo secon&-hani locomotivea:.one of jthem hae deteriomted
te the point where it is entirely worthless and can only be sold for
Junk. The other loocomotive, while ix conditior to be used for
emergencﬁr pUrposes, ca.nnotA be employed in the reguler train sexvise.
Treins are now belrg handled with a remted locomotive Secured from
the Senta Fe et & charge of $30.00 per day, or $10,950 per anmmum.
This anrual rental represen'té 8 6% return on $1é0,000.; an fllus-
tration of the Leavy experse which would not be inmcurred iZ tke
company were in & posltiom to purchese proper motive power.  The

same conditlen exists ix commection witk the freight end yassenger

oquipment; this company owning 1o equipment of its own must depend

upon cars received from the Santa Fe. At the present time the
coach In the sexvice i rented at $8.00 per day, which with the
charge for the baggage car, togethér with the mileage sllowance
to tze Pullman Company, brings the dally vassenger car rexmtal
exponse to about $10.00, end sll freight cars are secured at the
regulaxr per diem. éharge. It will thus be seen that this company
1s under a severe handiocap in the rental of equirment and motive
power, the gregter part of which remtal Ls pald to the Sante Pe,
the cormecting carriex.

' The Califorzia Somtkern 1&, spperently, & very valuable
feeder to the main line of the Senta Fe, and while mo actual
figures were Introduced giving the revemue secured by the Sants Pe
from the passenger apd freight business originsting in ‘the Palo

| Vexde Valley, it was estimated that this frelght and pessenger
traffic gave to the Sente Fe a gross revemue of $650,000 per annum;
this amouwnt, however, may be unierestimsted. '.L"riere was teaj_lzimonw

to the effect tihat the Sentz Fe Supplied mmecr of the ma'teriai:"‘nsed.
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in the constructlion of the line, pa:'tlcu;:La.rly the ralls, and that
a conslderable part of the Californle Southern bond issue, amount-
ing to 3475,000. i1s pledged to the Sants Fe for payment of theae
ma.'teria.is.

The Sante Fe, whick mey well e considered the principel
in this proceeding, having the haul of 290 miles against the
Callfornie Southern zaul of 42 miles, presented nce exhibitse, and
the testimony of its one witness was melnly devoted to a discussion
02 the exhidite f£iled oy the intervener, the Asscciated Jobbexrs of
Los Angeles. Tkies would indicate that 1t was not seriously
opposing or objecting to an adjuatment of the Ralo Verde Valley-
Los iAngeles freight rates.

Palo Verde Valley is somewhat similsx in character to
the Imperiel Valley, located on the Southern Pecific in the sama
genei'al territory, heving very mmch the same climate, Soll andv
irrigation systems. The developments of the Palo Vexde Velley
wore far more rapid than Irn the Impexial Vaney, no doubt dume to the

excessive demanda and the righ price of cotton during the world war.

Since this abnormsl comditiom 1s passing away, the cotton produstion
J.n'the future will not be as great as during the years 1919-26, and
efforts are now being made by the railrosd mensgerent and other
Lnte}este&_ pexrties to establish new Iindustries, suckh s beat
factories, cotton gins axnd oil mills. It i3 expected the cotton
acresge will be redwced by 50% in 192] ard that the farmers will
cotmence the plaxting of grepe vines, from which the ralilroads will
receive dut little tounage duxring the next iwo or three years.

Some testimony was introduced dealing with the growing

- of live stock, but its prepondersnce was to the effect that becanse




of the limited ares of the ranges the local livestoek industries

would not reach laxrge provortioms. It is c¢cleimed, however, that

great acresges would De devoted to-tie growing of alfslfa and

cortain grsine used in the Lattening of cattle if proper Lreight
rates ware established permitting feeding-in-transit of cattle at
points in the Ralo Verde Velley the Same 88 1s now done in the
Imperial Valley. Eowever, cattle which wonld be fed In the
Palo Verde Valley would come £rox points outzide the State -
Arizone and Nevada - and, tkerefore. the gquestion of the feeding-
In-transit rates xzust necessarily come belore the Interstete
Cormerce Commission for final adjudication, and w11l zot be dealt
with in this proceeding.

The interveners, the .LAssoclated Jobbera of Los ingeles,
introduced & numbor of exhlbitz showing, by compa.riaoﬁ. that the
rates from points on the Californmia Southern to Los irgeles were

very mmch aighexr than the rates assessed fxrom other points to

Los Angeles Involving egqual mileage. Similsr exhibits were in-
troduced by the Celiforxia Southern to demonstrete that the rates
now in effect are not excessive when compared witk the ‘aelected
points shown by fheir exnioite. welle a comparison of rates is
alweys of aesistence to this and other Commissions in axrriving at
a conclusion In proceedings of tris cheracter, they cannoct de
accepted as controlling, for the opposing vartiec will, as a
goneral practice, select comperisors Ffavorable to tke 'res:altg they
desire to obtain.

ULth tko exceptlon of & limited number of commodity

rates publiched in Pacific TFreight Taxriff Buresu Jolnt Frelght




Tariff Fo. 147-I, C. 2. C. NC.231, 'retec v0 amd from points in
the 2alo Vorde Velley are built wp of the combinetion of local
rates based or the Junetlorn polnt at Rige. Tals method of com~

26 rates Lz nov Justd, Loxr while ordimarily the rate ner
vor mlle decreases as distance Ircreases, suck result is nmot ob-
“eined when ratec are coxnstrucied cx e coembinatlion o2 locels.
Tere the xale ioer tor mile decresses 40 o Juncvion point and 2t
That pelnt commexnces Uo Increase instead 02 belng extended on o
noxminal grade.

Coly a few foint Lreight rates are publicshed, these
appearing in Racifie Frelght Jarif? Bureaw Xo.l47-I, C.R.C.No0.231,
and consist of retes or fluorspur, lurber, gypsuz, 2ay, vetbles
and wood. A% en illustretlox of the Jjolnmt rates voluwatarily
establicshed, would cell attention 4o Item 110 of the Burean Terise

&pplying on Zuel wocd froxz 3lytke to Ios ingeles of 274 cents por

1C0 pounds for a distance of 332 miles, and the rate of 35 cents

vo San Diege, g dlstance of 415 miles. The combixzation of loesl
rates on this commodlity Lo botk Los Angeles and San Dlego Is

49% cents, made uwp of the Clase Z rate of 22 cents, Blytke 4o Rice,
and the bloxketed cormodlty rate of 273 cents, Rice to botk Ios
ingeles and Sen Dlego; the joint rstes volunterily established
are, therefore, 557% of tho locels to ZoS Angelet and 714 of the
locals to Zan Dlego. The Joint rates on kay. Sen Dlego and

San Frenciseo %o Rice. axe cpproxzimately 70%, ond on lumbox
epprozimately 74% of the combinatlon of locals. [hese retes
lodicate some inelinatlon to zeet the sﬁ.tuation.

 Section 33 of the Publliec Ttilities Lot reads:




"Whenever tke Comcission, after a hearing hsd upon
ite own motlon or upor complaint,shall £ind that the rates,
fares or chaxrges in force over two or more common carriers,
betweer any two points in this State, are unjust, unreason-
able or excessive, or that no satisfectory through route
or Joint rate, fare or charge exists between such points,
and that the public convenience and necessity demand the
establishment of a tarough route axd joint rate, fare or
charge between suck polnts, the Commission may order suwch
common. carriers to establish such through route and may
establish and fix a Joint rate, fare or charge which will
be falx, Just and reasonable and sufiiclent, to be
followed, chaxrged, enforced, demanded snd collected in
the future, and the terms and conditions under which such
througk route shell be operated.™

-

Under this provision of the Aot carriers are réquired
to wite and to sexrve the routes they Lave estsblished. The full

burden of this duty i upor the carriexs in the Tirst instamce, but
if after formel hearings and Iinvestigatiom it be found they haﬁre
falled to proteoct the shippers from excessive rates or discrimin-
atory practices, this C'.omiésipn mst preasribe the volume of the
Joint rates and the menner in which the through service shall be
maintained. In this situnation I am of the opinion emd find that
these defendants have not cooperé.ted to tkhe frllest extént a.nﬁ. that
they have to that extent falled in thelr duty to the pudblic.

Since the Californis Southern commenced operstions in
August,1916 there keve been two incressesd in the freight rates,
the first on June 25,1918, by Teason of Gemeral Order No.28 of
the Director-General of Rallroads, the second onm August 26,1920,
ander the operations of Transportation Act 1920.  Tithowt Te-
producing the complete séheaulaa. it is‘sufficient.t‘o state that

the two iumoreases amownted to 56%, the £irst class rate between

Rice and Blythe being'ad.vanced from 52 to 81% cents and the fourth

olass fron 35 to 55 cexts; between Blythe and Ios Zngeles the




¢less rate was incressed from 31.77 %o $2.77 and tae fourth

from $1.12 o $1.75%, with correspording increeses in 'all

reates. '

The locel cless rates of the Celifornis Southern, when
first publlished were, under the then existing condition=z, excessive
for a railroed &epen&en‘t‘ upor & farming cormmunity Zor its fonnage'
and revenwue, snd were mucrc hlgher than any scanedule of ¢lsss rates
established by This Commission for & similar distance over & rail-
road moving the same kind of {traffic. Titkout doubt, had it not
been for the TTorid Tar readjustments wounld have boen Lmperstive
almost at the bvegluoning, either by the carrier or by this Commission;
a8 & matter of fact, formal proceedings were commenced in 1918 and
subsSequently dismissed for lack of jurisdiction, dune t§ the carriers
having been taken over by the Federal Govermment. The Increases
nade by reason of the war have greatly aggravated tre situation.

On &ngust 17,1920 tizls Commission, iz Application XNo.5728,

oy Declsion Xo0.7983, authorized carriers within the State of

California, includirg the aefqnde.nts in this proceeding, to lneresss
gll psssenger and frelgnt retes to meet the increases zuthorized by

the Interstate Commerce Commission by Llts ExX Parte 74, wuder the
provisions of Transportatlion Let 1920 (Esch-Cummzing Act).

In the cloa3ing paragraph of our decision the following
language w&s enployed:

"Thie proceeding will be kept open for the purpose of
-consldering adjnstmnents of rates and ell sppropriate
netters whick msy p»roperly ve brought before the
Commission.

"Adjustments will be necessary end carrlexs will be
.axpected to deal promptly and effectively therewith,
to the end that such readjustments may be made in as
many ifnstances as practicabde without forcing an
gppeal to this Commission.™
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The defendents in this »roceeding should have responded
to the zppesis of The shiwnpers and erranged & reedjustment of the
raves, and L% Lz t0 bo rogretted that they did not volunterlily

accord rellef, the necessity foxr which has recontly been made very

apparent, without weliting for Zormel actlon belore this Commizsion.

This proceeding ras an Imporieance beyond the Immedlate situation and

it must be apporent to all interosted paxties thal nelther the
deferbdant reilroede nor the Palo Texrde Valley can develey or even
hold "1ts present level under the wmreasonadle and excesslive rates
now in effect; therefore, the Zuture mumst be taken Inte account ixn
dealing witk the sdjustment.

I an 02 the oninion and fixnd as a faet that all of the
freight class rates and practiceslly all of tre Jolmt and local
commodity rates sre excecsive and urreasonable axnd skounld be reduced'
2s set forth In Schedunles Jos. 1, 2 and 3, attached to and made &
paxt hereof, which rates are fourd to be Just and reasonshble urder
the conditions xnow exlstlng. The testlimory as tc the nassenger
Zares was very lixmited, bﬁx & 8tudy of the clituwation and the fares
now in effect 40 not Justify any resdjustment et thls time.

Reparation was sought by Yhe complalnt, but no testimony
In suprwort of tho same was olfered. This Commission has held that
in a general reesdjustmernt of all rates reperatioxn canmot be grexted
without creating diseriminetiorn and 4s there Ls here no vasis fox
ar award, the same Lle denled.

The rates et Loxta In the order do not cover every-sféciflc
polnt Oor commodily and cerrlers will be expected to publish suck

additional local or jolnt rates nmotv Ilnconsietent with this ovixion




and oxder, axnd as may be necessary vo meet the situatlion.

The Zfollowing tepulstions of The Zlce-Ripley and the
08 Lngeles-Ripley class ratves l Zorth dhe present class rétes,
thoce oxrdered into o2fect =znd the reductlions cresated in these

rates by the adlustment:

3ETviaan ICZ.CAL
L 2 3 &

2reseat 1 81 > 1 64> 1 55
Oréered In: 58 46 4L
Decrease : 23% 184 @ 14

Precent  z2.77 ...5—~~-1 75 :1.69, :1.08 & 873275:614:
Qrdered In:2.05 :1.28 :1.18 T 61p:0i:4l
Detrease : _ - s &7 : 26 :24:20%:

-
-~ -

ORD IR

The Blytrze Czaxmber of Commerce, 2alo Verxde Talley

Foraers allliaunce, Palo Verde Jolut Tevee Digirict of Riverside and
Imperiel Counties, and Zelo Verde Cotton Association, having £ 1168
compladint against the Colifornla Seuthern Railrecad Comwary and tae
Atckison, Tépeka & Seate Fe Relliway Commeny, end the defendants
heving enswered suck complaint, o hearing heving been held. and
velng Tully apprised in the premlises, the Railroad Commisslion
herody finmds &5 & fect thav tho local nassenger fares bf <he
-Callforzia Southern Bailroad,COQQany erd the throungh passenger
Leres In commection with the iLtckison,Topeze & Ssxbe Fe Rellway

ompany, 2ave rot been lound Y0 be excessive or unressonadle. This

-
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part of the complalat L& dlimmlissed. That 2ll of the Sreigh*
cluse rotes and practically all of the Jolint amd locsl commodity
ratos are cxcessive, end that all of the cless end ecommodlty rates
set Lorth In Schedules 1, 2 and 3, gtiached zercto and made & pert
Zereod, aore, under the existing comditions, just and renconshle
raves to be chersed by the Cellfornie Soufhe*“AxaL_roaa Compony
erd the Atchison,Ropeks & Santa Fe Re Rellwey Company accexding ef
troy noxticlipate 1o the troflic. Zacing 1ts oxder oz The
sbove Lindings oL lact aad tho Turther Zindings of faet In the
opinion nereodf,

i2 IS ZZEREZY ODERID thet tho ccrodulet o2 clesc and
comodliy raves atvacred hereto ané maxked :esPéctivelyll, 2 exd
3, aro Zoredy approved and csteblished &S just of reasonmable rates
vo e chergel by the Cellifornis Soutkern Rellxosd Company, and
The atcrison, Logpela & Santa Fe Rsllwey Company Jjolintly movirg

vetweon the polnts set lorth in the =ald Schedules i, 2 and 3

~ =

art thav said retes “ﬂ&l& 00 published in teaxriffs Yo become effect-
ive withir thirty (30) deys from tze deto hereof.

I2 IS EEEERY FURTEER OQRDERED that tre Cellfornie Southerx
Railroad Comnany oz the atchlcon,Ropeka & Sante Te Rellwey Compeny
agree on a bascis of divislon of the jolnt rates herexn fourd to be
reasonable. i suck an ogreomexnt cannot be -reackeld thls Commisgsion

will, wpon application, proceed to estadblish the divisions of joint




ratesd o8 nrovided by law.

The foroegoiny opinlon axnd order are neredy apnrroved
and ordered Tiled as the opinionm ard order of the Rallroal

Commission of tne Shete of Colifornie.

7,
Dated at Sen Frencisco, Callforxnlis, this /2 &G.a,y

of 4pril, 1921.

ComdissiQaers.
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