Decision No. 2HS0n

BEFORE TZE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Suspension by the
Commission on its own motion of reduced
rates on grein and commodities enumerated
therewith, named in Southern Pacific
Compeny's Teriff No.659=2, C.R.C. N0.3I73,
and Pacific Freight Tariff Bureau Tarilf
=L, C.R.C. 511, betweea Port Costa and
points grouped therewith, and various
points in California.
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>. E. Lyons and . E. Mc Elroy, for Southera Pacific
Cc:np&ny'.

r. A, Somers, for Grangers Business Assoclation.

G. BE. Duffy and Berne Levy, for The Atchison, Tope ke
and Sente Te Rallway Co.

Me Jeo Me Carthy aand Stanton & Berry, for Port
Costa Warehouse.

T. G. Wilecox, for Oakland Chamber of Commerce.

C. S. Connolly, for Albers Bros. ¥illing Company.

R. Po Mc Carthy for Globe Graln & Milling Companye.

John E. Mc Curdy, for rouliry Producers of Central
California.

G. T. Baker, for California Inland Water Carriers.

3Y TES COMMISSION =
QPINTION

Iy Upon representation by intercsted parties that certaln

) reduced rates proposed by respondents for the trinsportation
of grain and related articles betweer varlous points in
Celifornis and Port Costa and points grouped therewith were
unreasonably low, unwarraated, and that they discriminatea—.
unduly ageinst industries at Oakland, the Commission suspended
the proposed rates pending a determinatien of their lawfulness.

The metter was submitted at a pudblic hearing hed before

Exsminer Geary at San Francisco, February 5, 1934.

l The suspended rates are coeptalm d in the following publi =
cetions: Southern Pacirfic Company Tarliff No.659-E, C.R.C. N03373;
Tourth Revised Page 34, Second Revised Page 64=A, Fifth Revised
Page 67, Severth Revised Page 70, Seventh Revised Dage 74, Eighth
Revised Page 74 reproduced effective February 15, 1934, Fourtk
Revised Page 77, Fourth Revised Page 80, Fourth Revised Pege 83,
Fourth Revised Page 87,

Pacific Freight Tariff Bureau Teriff No,30-L, C.R.C. No.Sll;
Supplement No.53, Column B, rates nsmed in Items 2210=C to 2340=C
inclusive.



For meany years prior to 1932 warehouses at Port Costae
enjoyed a rate differential under San Francisco and Oakland.z
This advantage was largely eliminated in 1932, when respondents
reduced the rates to Oskland and Sen Frencisco for the purpose

£ meeting motor truck competition withbout making corresponding

changes in the rates to Port Costa. The new rates to Sen

Francisco and Qskland were no*t low enough, however, to hold the
traffic agalnsy the competition of the motor carriers, and further
reductions were made in 1933. At this time respondents also
proposed to reduce the rates %o Port Coste soO &s to reestablish
the differentials prescribed iz the Albers case, suvre, and to

dc s0 on less than stetutory notice. Uporn an admission, however,
that there was no motor competition at Port Costa and a failure

t0 show "good causeﬂs authority to publish rates to Poxrt Costa

on less than statutory notice wes denied.4 Respondents there-
upor made tkese reductions on full statutory notice. It is

these rates that are here under suspension.

Respondents testified that the pudblication of the assailed
rates was notivated by a desire to "proteet an industry from
being destroyeds™ They assert that the Port Costa grain ware=-
houses will practicelly ne put out of business unless the former
differentials, which they long enjoyed and upon which they have
in fact been HDuilt, be reestadblished, They contend thet the
proposed rates are rot unduly low, and introduced testimony to

show that the out-ofw-pocxet line haul cost of hauling grain from

F3 By Decision NO.1ULi53 of Xerch 6, 1922, i ALDers Bros.
Milling Coe Ve S.PeC0., 21 C.R.C. 302, the Commission prescribed
rates from the Sacramento eand Sen Joaguin Valleys to Qaklang,
which were made differential over the rates to Port Costa. Port
Costa, however, had a rate advantage over QOakland for a long time
prior thereto.

3 Section 15 of the Public TUtilities Act reads: "Unless the
Commission otherwise orders, no change shsll be made by any public
utility in eny rete * * * except after 30 days' notice to the
Coumission and to the pudblic as herein provided * * *, The Commis~
sion for good cause shown mey allow changes without requiring the
30 days® notice herecin provided for ¥ * X v

4 Rates of the volume of +those respondent sought to establist

were made effective on interstate traffic August 30, 1933,
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points in the San Joaquin Valley to Port Coste is 4 mills,

7,8 mills and 14,5 mills per 100 pounds, respectively, less

than thet of houling like shipments to Qakland, San Francisco
and Sen Frencisco on the State Belt Railway. Truck competition,
either actual or potential, they coatend, exists at all the
points herein involved, aand there is some evidence in the record
of joint truck and water competition via Stockton.

A witpness for the Grangers Business Associastion, engaged
at Port Coste in grading, cleaning, storing and assembling grain
shipments chiefly for export trade, and another for the Port
costa Werehouse Company, engaged principally ia the exportation
of barley, corroborated respondents' testiumony relative to the
need Tor & rate differential if ibey are to ¢ontinue in this
business. It wes in relisnce of such a difrerential thet
their warehouses were located at Port Costa. These companies
pave investments of approximately $300,000 and $800,000,
respectively.

Protestants made no attempt %o show that the assailed rates |
were popcompensetory or that they were lower thapn necessary to
enable the Port Costa warehouses to continue in dusiness. Nel ther
did they show that the rates were unduly discrimirnatory or that
they were pleced at any serious disadvantage beceuse of the
lower rates to Port Coste. The record furthermore shows that
exportation of grain constitutes dbut & suell portion of Dro =
testents' business, whereas it is the activity iz whkich the Port
Costa interests are calefly engaged.

Protestants claim they have an advantage because thelir
rates have been reduced %o meet motor truck competition, and
thet respozdents, particularly in view 0¢ their vresent financial
conditions, are not justified in making corresponding reductions
8t points such as Port Costa, where there is no actual truck

competition. They rely on I.C.C. V. Dittenbaugh, 222 T.S.42,

Texas & Pacific Railway Co. V. Us.S. 289, U.S. 629, et al.
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These cases simply hold, however, that regulatory authority
cannot order carriers to reduce rates where there is no actual
competition solely because they have voluntarily mede reductions
to points wkere compebtitioz does exist. Veere, as here,
industries have been located at a particular point decause of 2
rate advantage, which advantage has been maintained over a long
period of years and eppears to be necessary to the continued
existence of the industry, the Commission will not deny carriers
the right voluntarily tc accord to suck industries rates low
enough to eneble them to continue operations unless it is shown
thet the rates to be estadlished are honcompensatory or unduly
discriminatory.

Upon this record we find that the assailed rates have been
justified and that our suspension order of Jemuary 15, 1934,

should be vacated and se+t aside and thils proceeding discontinued.

0CRDER

This matter having been duly heard and submitted,

IT IS SEREBY ORDERZD that our order of January 15, 1934,
iz the above entitled proceeding, suspending wntil FTebruary 22,
1934, reduced rates on grain and comrodities enumerated therewith,
be and it is hereby vacated and set aside and this proceeding
discontinued as of February 22, 1934.

Deted at Sen Frencisco, Celifornie, this /F“% day of
February, 1934.
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