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WARE, COMMISSIONZIR:

This case is the culmination of two historic struggles;
Tirst, tie controversy between the oil refimers and the rail carriers
that started in 1924 vecause of the elleged unsatisfactory and inade-

quate rail service and the excessive rail rates affecting petroleum

end petrolewn products; and, secondly, more than ten years of warfare

betweoz the rall GAITICTS &10 TN hitherto waremnlated ame truex

onergtors ror the traffic of these products.

The objectives of these three factions, stripped of un-
necessary verbiage, are briefly: first, the rails contend that they
have' the right %o establish and maintain rates so low as to effectuate
the recapiure of 100 per cent of this traffic between rail polnts;

‘secondly, the tank truck operators, now under resmulation, contend

 thet the Commission should £ix a parity of reasonably oompensatory
retes Tor both rails and tank trucks, in compilance with the pro-
visions of the Pudblic Utilities Act and the Highway Carriers' Act;

talrdly, the oll refiners are comciliatory to the fixation by this

Commnission of reasonebly compensatory rates so as %o offectuate the
perpetuation of both rails and ‘anx trucks.

Maile the scope of tuls investigation was sufficlently wide
©0 invite rate fixation for the entire field of "potroleun and
petroleum products,” the evidence tha® wes adduced hes limited end
defined the issues involved in this case, and, in meeting these lssues
1t now becomes the specific purpose of the Commission herein to
establish order and stablility out of chaos through the fixation of

just, non-discriminatory, reasomeble and sufficlent rates on we-

ined petroleum products moving in tamk cars and in tank trucks




(1)
within Cslifornia,

The rates which comprise the subject matter of this
decision are the rates which shall apply on refined liquid petroleum
products, including compounded oils having a petroleum base as
described in Supplement No. 17 to Western Classification No. 65
(Supplement No. 17 to C,R.C, No. 580 of M.A.Cumnings, Agent).
under the hesding "Petroleum or Petroleum Products * * * "when
noving in tank caré, tank trucks, tenk trailers or tank sémi-trailera
or combination of such highway vehicles, excepting that the rates

herein preseribed will not apply on petroleum crude oil, petroleum

{1) Petition rfiled with the Commission and dated October 8, 1935,

of Tank Truck Operators' Association, a non-profit Californias corpora-
tion composed of members engeged in the movement of practically all of
the refined petroleum products whick move in the State of California
by tank trucks, slleged: ™“Ihat the rates charged for the trans-
rortetion of petroleum and petroleum products dy highway carriers

and common carriers by rallroad are unduly and unreasonably low,
insufficient end discriminatory™ and asked specificelly "that the
Commission make its order instituting en Investigation uporn its

own motion, and after due notice and hearing fix and determine just,
reasonable and non-discriminetory maximum or minimum or meximum

end minimum rates to be observed, charged and collected by highway
cerriers for transportation of petroleun and petroleum products
within the State of Califormia, * * * ™

Thereupon and on the 2lst day of Qctober, 1935, the Commission
ordered: "that an investigation be and it is hereby instituted
and initisted by the Commission upon its own motion for the nurpose
of establishing just, reasonsdble snd non~discriminatory mexdwmum
or minfmum or meximum and minimum rates to be observed, charged
and collected by any and ell highway carriers, as that tem is
defined in Chapter 223, Statutes of 1935 of the State of Californie,
for the transportation of petroleum and petroleum products over
the public highweys within this State.

wIT IS EXRFBY FURTHER ORDERED thet an Investigation be and
it is hereby instituted by the Commission upon -its own motion
{nto the rates, rules, regulations and practices of common carriers
by rallroad, as defined in the Public Utilities Act of the State of
California, for the tramsportation of petroleum and petxroleun
products within this State, particularly to determine if eny or all
of seid rates, rules, reguletions and practices are unduly or un-
reasonadly low, insufficient, discriminatory ox in eny other menner
unlawful,™ _




Tuel oil and petroleum gas oil. Sald rates must be assessed on the
welght of the commodity shipped, computed on a bvasis of 6.6 pounds
pexr gallon, subject to the following minima: (a) "“hen moving by rail
v0 the weight minime provided in respondents' tariffs on file with
this Commission and in effect on vhe date of this order; (b) when
moving by highway to the full legal carrying capaclty of the tank or
tenks in which the shipment is transported dut in no event shall the
transportation charges for quantities less than 5800 gallons be less

then those applicadle on shipments of 5800 gallons.

ANTECIZDENTS QF CASE 4079

Rate War.

As early as 1924 the large oil companies of Celifornis
became dissatisrfied with the sexrvice accorded to them dy the rail~
weys, and failing in their effort to procure lower rates and better
service, turned to tank trucks for relief. The rail lines were
aware of these conditiors bud remained adamantine in their refusal
and feilure to meet the more favorable service demanded by the ship-
pers and supplied by the tank truckers. In consequence of this
policy ard attitude adopted by the rails there ensued an unprecedented
era of tank truck develovment and expansicn, in the course of which
the rails lost to thelr tank truck competitors an alarmlng percentage
of the gesoline traffic moving wlithin the State of California.

Eventually awakened by vhe force and danger 6r this com-
petitive ractor the reils assumed the offensive in a serles of rate

war reductions, and it is this continuing struggle which has ne~

cessitated the instant cese.(2)

A check of Commission records reveals thaet in 1929 the rail

lines filed a series of subatantial reductions in rates on refined

(2) See Teble I sppended to the order hereln




vetroleun products, for the purpose of stemming the diversion of the
gasollac *traffic. helir first drastlic reductlions were issued and
filed with the Commission in July and Auvgust, 1929, to become effec-

tive September 1, 1929. The unrecsulated tank truck operators requested

the cuspension Of these recuced rates on August 30, 1929. The Com-

, mission hed little or no time to investigate the controversy and

declined to suspend. (Informal Compleint File 40962).
Subsequently, in June 1931, the ralls filed supplements con-
taining further sharnp reducticons in their gasolline rates to become

effective July 20, 193l1. Ageln sald unregulated tank truck operators

askxed for a suspension of the reduced rall rates, and again the
Commission refused to suspend.
The rall lines made further reductions In rates, effec-

tive December 27, 1931, and sgaln the same unregulated tank truckers

rotested. Xeanwhile, the Tank Truck Operators' Assoclation, a

CaliZornla corporation composed of members engaged in the unrepgulated

movement of & substantial vroportioan of the refiped petrolaﬁm prod-
uets trensported in California by tank trucks,(S)had filed 8 com-
plaint with the Commission in Case 3134, attacking the rail retes as
Yelng unduly and waregsonadly low. The Commission declined to
suspend these reduced rall rates, doing so expressly without pre~
Judice to any counclusion that might be reached in Case 3134. Be~
fore this case came to trial the rail lines attempted ru&ther reduc-
tions in rates, effecctive Septewber 20, 1932, which the sald Aszo-
ciation protészed. These rates were suspended by the Commission in
Case 3350, but before the metier was heard,the rall lines withdrew

said rates. However, the same rates were republished in tariffs

issued by the rail ¢carrliers and flled with the Commission in Februery

(&) &xhibit 2 offered by .itness ioward . lLang shows OO0 members in
Tank Truck Operators' Assoclation as of November l4, 1935, oper-
ating 288 units of tark truck aand traller.
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1933, to become effective Marech 25. 1933, These proposed reductlons were
suspended by the order of the Commission in Case 3537 on March 9, 1933,
and did not become effective until December 16, 1933, following the
decisions of this Coxmission, No, 26443, of October 17, 1933, and No. 26618
of December 11, 1933, in Case 3537, and related proceedings.(39 C.R.C,.37-51;
153-158)

Case 3537, et al.

Adequate chronology of this problem necessitates at this
point & brief review of Case 3537, supra. As Jjust indicated, this case
involved primerily the suspension of the last reduced rail rates affecting

petroleun and petroleum products. Previous to the heering thexreon 17

unregulated tank truck operators, members of the Tank Truck Operator35
Assoclation and among the respondents herein, filed severally their
applications for certificates of public convenlence and necessity to
operate as certificated common cerriers, thereby proposing to change their

status from that of the hitherto unregulated contract carriers, which each

applicant cleimed to be, to that of rexulated common carriers, as defined
by the Auto Truck Transportation Act. (Chapter 213,Statutes 1917, and
amendment s. )

During toe period of these repeated reductions in rates,
hereinasbove ocutlined, these tank truck operators were not subject to
regulation as were the common carrier truck operators, and the object of
these 17 applicants was to surrender to the jurisdiction of this Commission
and theredy subject their rates to the scrutiny and control of this Com=-
mission.

By the divided Cormission Decision 26443, supra, the sus-
pension was lifted, the rates were permltted to become effective, and all
applications for certificates of public convenience and necessity were
denied.

The majority held that it would be a grave abuse of discre-
ﬁmtommmmuymwm&ﬂemﬁsﬂwuﬁwsummhmlu@h

because of the fect that contract truck carriers were not sudbject to

reguletion, The majority also felt that the Commission could not
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consistently grent certificates of pubdblic convenience and necossity

for the mamy duplicated services involved in these 17 appliéations.

The following is quoted from the majority opinion; Case
3537, supra, (39 C.R.C. 43):

"The record as hers developed requires the removal
ol the suspension on the rates proposed by the car-
riers and the denlal of the several applications.

"l., It is not an exeggeration %o say that in »o
instance since the writer of this opinion bas been a
member of this Commission have the rall cerriers so
fully and convincingly Justified a rate under sus-
pensSion as have the carriers Jjustified the rates here
under suspension. The history and development of
rates on gasoline were displayed at great length,
indicating a somewha®t haphazard development of a
rate structure for thlis class of tralfic and the need
for some stable and logicel hasis for the construction
of the tariff. The sucpended rates, 1t was shown,
are constructed on sueh & basis. ZIEvidence was pre-
sented Iin detall showing that rates heretofore in
effect did not and would not retain this traffic and
that in the absence of a comprehensive revision and
reductior in rates the traffic would gradually leave
the rails. Economic studies were presented on costs
of moving the traffic snd indicating the prcspective
earnings from the gasoline movement on the assumption
that the suspended rates would attract back to the
rails varyiang percentages of the movement lost.

While i+t may be caid that the course of the carriers
in thus seekine To reduce rates on gasoline repre-
sents & somewhat daring exercise ol menagerial dis-
eretion and judement, it ¢an not be said that the
effort is hagty or 1ll conceived or without prospect
of bettering the Tinancial condition of the carriers.
% would be a cloar abuse or discretion for this
Commission to permanently suspend the rates proposed.™

(“mphasis supplied)

At the expense of breeking the continuity of this opinion,
it seems appropriate to point out right here thet the net result

of these reduced rates brought the rails in Californis 52,000 more
tons of gasoline in the year 1934, the 12 months rollowihg sald
reduction, than they had hauled in the year 1933 end §§;ggg_gg§§

gEQss Tegeipts, Therefore, instead of “bettering the finmenciel

condition of the carriers®™ the net result of these depressed rates

resulted in harm to "the finencial condition of the earriers®,
The rails actually nevled 52,000 sdditionel toms of freight and

rocelived $3,000 less money Tor thelir sexrvices.




We resume further quotation from the majority opinion in
Case 3537, supra, (39 C,R.C. 44):

"e. The applications present an anomalocus situeation,
If graated there would be eleven authorized operetions
between Los Angeles and Bekersfield, nine between Los
Angeles and San Luls Qbispo, seven between San Francisco
Bay points and upper Sacramento Valley points, and so
on. While all of these operations would be pudlic and
theoretically and legelly open to all, the evidence
indicates that each operator would continue with a
limited patronage. Many now haul for »ut a single oil
company. Under certification apparently the same
would hold true. The various oil companies would
each have its particular pubdbllic caxrier doing Its truck
transportation, The only real change would de that
rates would be published and Bublic instead of belng
the subject of contract. * *

»he most plausibdle and practical suggestion 1s to
grant certificates as applied for and having thus
ecquired control over tramsportation egenclies now
without its jurlisdiction,to esteblish and maintein :
retes which will fairly apportion this business between
Ehfsf two agencies of transportation, truck and rall,

» % % * Tndeed, the course suggested involves
entering upon an unchartered and tumuliuous sea with
the danger of wreck and disaster far outmatfhing the
possible benefits which might result from the venture.”
The minority (Cese 3537) felt that the 17 applications'

should be granted, and the suspended rates ordered cancelled as a
meens toward stabilizing the transportation industry and thereby
ending this rate war. It appeared to the minority that the Com-
mission should érasp this opportunity and bring withln its jurds-
diction and regulation this large group of tenk truck operators, who

were willing to dedicate thelr facilities to the public service and

become common carriers. We quote from the minority opinion (39 C.R.C.

48):

w»hhe applications should de grented and the rates
of both the trucks and the rallroads stadbilized notv-
withstending this action may embark the Commission
upon an unchartered and tumltuous sea. ‘

nThis 18 the comstructive course to follow, Trans-
portetion conditions in California are demoralized and
should de stebilized when this is possible of attain-
ment. (See In Re Investi ation of Transportation Systems
of CaliTornia, Decislonm No. &« , rendered October ,
1932.) Lere the opportunity is presented to the Commisslon
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to accomplish stabllity in the haulage of petroleum

products end this opportunity should not lightly de
cast aside.

"The consequences flowlng from any other course of
action would be dlsastrous and far reaching. Denying
the applications and granting respondents authority
to make effective the suspended rates, as the majority
have done, will precipitate a violent rate war. The
struggle between the rails and the trucks for the
gasoline tonnage will continue unabated. True, it is
respondents' judgment that the proposed rates will
return to them a major portion of the gasoline tonnage,
Their fudgment is, of course, based upon the assumption
that these rates will riot be met by the tank truck
operators, rast experience shows this to be a falla-
cious assumption,"  (impaasls supplied.)

On a petition for rehearing, Case 3537 went to oral argument
on November 27 and 28, 1933, before the Commisslon en banc, and the
same Commissioners who had subscrided teo the majority opinion sub-
seribed to the opinion denying reheering and in their Deecision 26618
(39 C.R.C. 157) ,sadd:

"Untlil both agencies of transportation can be
effectively regulated 1% would be grossly unfair to
the railroads for the Commission to freeze their
rates and allow thelr unregulated competlitors to take
the treffic from them,  1f aud when adequate regulation
of competitive forms of transportation ils attalnea the
Commission will consider reopening these proceedings
for the purpose of establishing maximum reasonable rates,"
(tmphasis supplied) .

Upon eppeel to the Supreme Court of Callfornle in re Lang

vs. Railroad Commission the action by the majority of the Commission

as hereinbefore outlined was sustained. We quote the concluding portion
of that decision (2 Cel. (2nd) P. 550,565):

"But the more serious question, as it appeared
to the mejority members of the Commission axd as it
appears to us, is that any schedule of rates tke
Commission -might fix would not be blnding upon the
truck cerriers, therefore it would be an idle act
for the Commission to attempt to adjust the differ-
ences between the two classes of carriers, when only
one class would be bound by such arrangement, leaving
the members of the other class to conform te it or
violete {t, as to trhelr interest might seem best.
Even if the Commission should grant the applications
of the petitioners for certificates of pudlic necessity
and convenlence, assunming that this could legally Ve
done, end the truck cerrlers brought within the
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Jurlisdiction of the Commisslor and therefore subJect
to the rate fixing power of the Commission, that would
not prevent other private truck carriers from spring-
ing up and fixing rates lower than those established
by the Commisslon, end in that manner drawing this
business eway from both the petitionlng truck carriers
and the reilroads. Untll truck carriers are brought
within the jurisdictior of the Commission and the
latter is given vower to fix rates to be charged b
them, we see no way that the Commission can stebllize
thls business between them and the rail carriers.
TEnphasis supplied)

At thiS_DOint we defor the final analysis of Case 3537,
which we shall presently resume, to afford timely emphasis upon

another impoxrtant antecedent to the instant ocaso.

Coneral Cormission Investigation of Transportation.

Probably no single decision of this Commission was more
instrumental In concentrating public as well as leglslative interest

and consideratlion in the necesslity for adequate transportation

regulation than was Decision No. 25243 (38 C.R.C. S1) dated Octobder
10, 1932, and which declslon was rendered in "The Matter of the

Investigation Upon the Cormission's Own Motion Into the Operation

0f the Various Transportation Systems Doing Business in the State
(4) ‘

of Callfornla.™

The primary object of thls Investigation was to determine
what steps should be teken to bring about stadblillty. The evils sur-
rounding unregulated rates of one set of carrlers ILn competition with
the regulated rates of pesulated carrliers were fully disclosed, and
the Commission recognized that without control of the rates of all

Torms of transportation, a chaotlc condition would exist for which
no remedy was avallable. Common carriers by rail, water and truck
were, under existing statutes, subJect to regulation, and thelr rate

policies were controlled and regulated.

(4] Pursuant to so&id investigation, more tham 13,000 special notices
revealling the purpose of sald investigation wore effectively served
throughout California; more than 12,000 questionnaires were sent to
represéntative shippers and receivers of freight; and 24 hearings
weore held during the year 1832 in many of the larger citles in
Celifornie. ‘
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this Commlsslion in 1ts mejority opinion sald: (In re 1933 Petroleum
Case 3537, supra, 39 C.R.C. 45.)

scrived to the dissenting oplinion in Case ISI7, supra, from which

we quote:

We quote from sald Decislon 25243 (38 C.R.C. 84, 93):

"The Rallroad Commission or December 16, 1931,
on its own motion instituted an investigation of freight
transportation conditions in Californie. The reasons
for the investigation were the radlical changes taking
place luz transportation and the very apparent unsettled
state in whlch transportation agencles and gemeral dusiness
found themselves as a result of these changed and changing
condltlons. The purpose of the Investigation was to f£ind
the facts and suggest remedles, and, as stated by the Comw
mission at the opening hearing, "upon the completion of
this investigation to either take such positive regule-~
tory action, oven though it be of a most drastic character,
that is necessary and possidle under the existing law,
or to meke definite recommendations for leglslative
action, or both, as xay be warranted ln the general
public interest.’ b

moF Xk Tme advent of new transportation agencies,
and the shifting of transportation from the rail and
the water to the truck and the highway have brought
about changed conditlions which the law does not ade-
quately cover. The very evils which regulation is
intended to correct have returned in even more vicious
form under a condition of the law where some of the
transportation agencies are rigidly regulated, some are
or may be vpartly rezulated and Some are not regulated
at 21). The public Interost demands that regulation be
extonded allike over all or that It be withdrawn Irom all
and tho law of the Jjungle be given Tull and equel nlav.

mhieh of thosa tvo courses should be pursued is a
matter of otate noller to be determined Dy the Zegisla-

ture.”

DIFFERENTIALS AND REGULATORY LEGISLATION

Recurring to Case 3537, supra, we pause to rerlect that

"1t 1s perfoectly clear from the record that with
rell and truck rates the same, the dDusiness would
steadlly gravitate to the trucks. A differentiel in
favor of the ralls clearly would be necessary if the
raeils are to participate substantially in the traffic.”

The writer of this opinion, on October 17, 1933, sub~

(39 C.R.C., page 51.)

"However the record is clear that upon an

equality of rates the rails cannot hope to serious-
ly compete with the trucks. The value of the truck
service to the oil companles 1s greater than the rail
service, due principally to the flexibility of the
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trucks and reciprocal trade agrecements Yetween the applicants
and the o1l companies. What the differential saouvld be to
equalize the value of the service and allow the rall lines to
ohtaln a return of a falr share of the traffic to which they
are entitled, I1s hard to determine. On thils record 1t Iis
impossible of determination with any degree of certainty.
Nevortheless we must recognize that some differential showld
Yo maintained.” ‘

Freshly cognizant of the decision of the Supreme Court in re

Lang ve Railroad Commission, supra, (2 Cale (2nd) 550) and beirg mindful

of the conclusions on the question of a differentisl as expressed by
ovory menber of the Coxmission in Case 2537, supra, and possessed with
the knowledge of the significant conclusions expressed in Decision

25243, supra, in re¢ Investigation of Transportation Systems in Celifor-

nia, the Legislature of California at the next ensulng session of 1935,
as one of the provisions to preserve for the public the full use and
venefit of the public highways and rccognlizing the necessity of obe
taining a proper rate structure betweon all agencles of transportation,
enjoined the Cormission to "establish or approve just, reasonsble, and
nondiserininatory maximum or minimum or maximum and minimum rates to
bo charged by any highway carriler other than & highway common carrier,
now subject to the Jurisdiction of said Commission under Chapter 213
of the Lawg of 1917, and as amecnded, for the transportation of property
and for accossorial service performed by said highway carrier." (From
Section 10, Highway Carriers' Act, Chapter 223, Statutes of 1935.) Om
the specific question of "differentials,” sald legislature further
declared by law thls succinet restrictlion:

o such rates (minimum rates for transportation services

bv highway carriers) shall not exceed the current rates of

common ¢arriers Ior the transportation of the same kind of

property between tne sameé points.” (irom Section LU, Highway

Carriers' Act, Chapter 223, Statutes of 1935. Psrenthesis and
emphasis supplied.)

It 4s not difficult %o recognize the historic facts and
economic forces which impelled this leglslatione The rocord in
Case 3537, and the Instant record, afford conclusive proof that
the ralils have alrcady suffered the loss of the major movement

of gasoline in California decause of rates that were origirally high

and service that was originally unsatisfactory and Indifferent.
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We repeat what is already pateat that the shippers turned %o Trucks
some ten years ago for rellief end, as stated, thereupon was ushered
into the history of “transportation the enormous utilization and |
develoxment of the tank truckers.

The rall lines' representatives mew of their losses in
the gasoline traffic and made no attempt to retain or recover the
trafTic for five years after the truckmen inaugurated their service.
The raill lines now have no inherent xright to the exclusive handling
of the gasoline traffic, and will not be permitted to publish less
than reasonable rates which are below those of thelir teank truck com-
petitors, for the'purpose of controlling 100 per cent of the traffic
and theredby eliminating truck competition. Should we countenance
such action we would be flying in the face of our early decisions in

Pacific Gas & Electric Co. v. Great Western Power Company, 1l C.R.C.

203, end in the Oro Electrie Case, 1 C.R.C. 253. In re Application

of Vallev Motor Lines, Ine., 36 C.R.C. 866, we refused to concede to

the rell lines the monopoly of hamdllng all of the trafflec in the
San Joaguin Valley, as agalnst a proposed motor-truck service, and
we there pointed out that a carrier would de protected in its field
only so long as it met all reasonable reguirements of its patroné.

The ralls now contend that they bave the right to monopolize
the entire traffic of petroleum amnd petroleum products between rail
head pointvs in Celifornia. The Witness C. EZ. Donaldson, Traffic
Mansger, Shell 0il Company, (Tr. p. 531, line 17, et seq.) affords

the shippers' answer to thls contention:

n % X % in order to have tanmk truck service to points

veyond rell heads, it is necessary to have the
trucks also in service between rall head points.
It follows that if the trucks are ruled olf the
highweys to rail head points there would be no
truck service - not sufficient truck service to
take care of the points beyond.™




The belated yet porsistent efforts of the rails to recover
this trarfic comprise a series of successive rall rate reductionq
heretofore categorically outlined and constituting the major offemsive |
of the petroleum freight rate war that has been waged in Calirorhia Tor
the past decade. If 1t can be sald, as Indeed the facts warrant, that
proesent rates are extremely low and service most abundant and satis-
factory, then we must asecride these salutary results to truck competi-
tion. There 1s no wonder that the shippers, to whose testimony we
shall hereartei- advert, have advocated herein, with complete unanimity,
the preservation of these tank truckers.

The criticel point was reached with the final adjudication
of C. 3537, supra, In December, 19353, and in re Lang v. Rallroad Com-

mission, supra, in Fedbruary, 1935, where the tank truckers, who werse
responsible for forclng low rates and abundant service, were to eox-
poerience one of two destinies: Iirst, destruction as the result of a
rate war unchecked by adequate regulation; secohdly, preaervation in a
tield of regulated competition. The Legislature of 1935 spoke promptly
in favor of the latter.

The Pudblic Utilities Act, under which we function in the

regulation of common carriers, declares that all rates shall be just

and reasonable, and that every unjust and wnreasonadle charge metde,'

demanded or recelved for any commodlity or service 1s prohidbited and
declared to be unlewful. {Section 13 (&), Public Utilities Act.)

The legislature in 1935 added & new section, to-wit, 13%,
$0 the Pudlic Utllities Act, which specltically prohliblts any common
carrier subject to the Jurisdiction of the Commission from establishing
a rate less than & maximum reasonable rate for the purpose of meetlng

competition of other carriors or the cost of other means of transporta- |

tion which shall be less than the charges of competing cam‘ers or the
cost which might be imcurred through other means of tramsportation,
except upon such & showlng as may bdbe required by the Commission and a
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finding dy it that the rates are justificd by transportation conditions.

We quove Soction 1374, Public Utilities Act:

“"Nothing herein contained shall de construed
Vo prohibit any common carrier from establishing and
charging a lower thaz a maximum reasonable rate for
the transportation of property when the needs of
commerce oX public interest require. EHowever, no
common carrier subdject to the jurisdiction of the
Californie Rallroad Commission may establish & rate less
thon a meximum reaszonable rate for the transportation
of propervy Zor the purpose of meeting the competitive
charges of other carriers or the cost of other means of
transportation which shall be less than the charges
of competing carriers or the cost of tramspertation
waich might be lncurred through other means of trans-
portation, except upon such showing as may be required
by the commission and a finding by it that said rate is
Justified by tremsportation conditioms; but in determin-
ing the extent of sald competition the cormission shall
makxe due and reasonadble allowance for added or acces-
sorlal service performed by one carrier or agency of
transportation which iIs not corntemporanecously performed
by the competing sgency of transportation. (Added
Statutes 1935, Chapter 700.)™ -~

0l additional significance is the enactment by the legisla=-

ture in 1935 of another new sectlion, to-wit, Section 32% of the Public

Teilities Act, which we quote:

"Whepever the commisslion, after s hearing had
upon its own motion or complaint, shall find that eny
rate or toll for the transportation of properiy is
lower than a2 reasonable or sufficlient rate and that
saeid rate is not Justified by actual competitive trans-
portation rates of competing carriers, or the cost
of o%her means of transpertation, the commission shall
prescrive such rates as will provide an equelity of
transportetion rates for the tramsportation of property
betweern all such competing sgencies ol tramsportation.
When in “he judgment of the Railroad Commisslor a dif-
ferential is necessary to presexrve equallity of competi-
tive trensportation conditions & reasongble differential
vetween Trates of common carriers by rall end water for

the transportation of property mey ve maintalned by
sald carr?ars and she commicsion may by ordexr roguire the
esteblishment of such rates. (Added Statutes 1935, Chap-

ter 700.)"
Thus, the views and wishes of the shipping public have been

seen to coincide precisely vith the mandate, of California’'s LegiSlature
to the effect that public imtercst demends and requires the competitive

forco and preservation of highway truck competition. In a word, the .

verdict of pudlic interest is in lavor of regulated and perpetuated

competition.
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The policy of the Legislature follows ¢losely the policy of,
Congress in the regulation of iInterstate commerce. The decisions of
the Interstate Commcrce Commission and the courts have condemned rate

wars, celculated to destroy competition, In ¢lear and unmistakable

language. The pubdblicatlon of rates lower than necessary to meet come

petition has likewise been condemned, and it has been uniformly held,
over d!gériod of nearly forty years, that é rate may be unreasonable,
and therefore unlawful, when i1t 1Is too low as well as when it is too
righ. |

In I.C.C. v. C.N.0. & T.P.R. Co. (167 U.S. 479-511), decided

May 24, 1897, Mr. Justice Brewer laid down the rule that a rate may
be unreasonable because 1t is too low as well as because it 1s too high.

In Ex Laxe Iron Ore from Chicago to Granite City, (123 I.C.C.

503) the Commission sald at page 504:

"Plainly we are Justified in condemning a rate on the
ground that is unreasonably low, where it is shown
that it will cause loss rather than gain to the publishing
road or roads and will thus Impose a burden upon other traffic."

In_the Matter of Container Service, (173 I.C.C. 377) the

Interstate Commerce Commission sald at page 430:

"The question here presented in respect of the measure
of the contalner rates is whether they are too low. A rate
may be unreasonabdble becuuse it is too low as well as because
it is too high. Leake Carge Coal, 139 I.C.C. 367, I86. And
we have reveatedly refused to rInd proposed reductions in
rates justified when Lt was shown that they would be harmful

t0 the rate structure as & whole, or &s aenplied to a

varticular commodity, TrA" (tmphasis supplied)

In Lake-Cargo Coal from Kentucky, Tennessee and Virginla, ete.
to Leke Erie Ports, (139 I.C.C. 367) the Commission seid at pege 386:

rLittle or no effort was made by the southern
respondents to prove that the proposed rates are just
and reasonadble, measured by the rates on like traffic
fron the Ohlo No. 8, Cambridge and Pittsburgh districts.
Thelr position, in substance, 1s that in the absence
of undue prejudice and preference the only limitation
on the measure of the proposed rates 1s that they shall
not be less than minimum reasonadle rates per se or be
50 low &s to cast a burden on other traffic. at
construction of the law, as we view It, is too narrow.
Section 1 declares that rates shall be Just and
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reasonable, and prohidits every unjust and unreasonable
rate. In other words, it requires that rates shall not
only be reasonable per se, bdut Jjust and reasonable in
their relation to other rates on like traffic in the
same territory that afford a proper standard of compari-
son, and applies to instences in which rates are below
thet standard, distance and transportation conditions
consldered, no less than to those in which the rates
exceed that standard.” (Zmphasis supplied)

In Anchor Coal Co. v. U.S. (25 Fed. (2nd), 462-480) at

page 471 the Court saild:

"0f course, since the passege of the Trensportation
Act of 1920 (49 USCA sec. 71 et seq.; Comp. St. sec.
100712 et seq.), the Commission has the right to pre-
scribe minimum rates, and we agroe with the Commission
that a construction of the law Is too narrow which
limits its Tight to prescridve such rates to cases where
the rates proposed are unreasonable per se, or are 3o
low as to cast 2 burden on other traffic. It has the
right to prescrive ninimum rotes also t¢ prevent ruinous
rate wers aend to guarantee resgonable earninfs, not only
t0 the carriers afrected, but also to competing carriers,
who may labdbor under a higher cost of doing dusiness.
(New Tngland Divisions Case, 261 U.S. 184; Dayton-Goose
Creek R. Co. v. U.S. 263 U.S. 456)." (Emphasis supplied)

In U.S. v. Illinois Central R.Co. (263 U.S. 515), at

pege 535 the Supreme Court, speaking through Mr. Justice Brandels,

seid:

"In view of the policy and provisions of that statute,
the Comzission mey properly have concluded that the
carrier's desire %o originate traffic on its own lines,
or to take trarffic from a competitor, should not be
given as much weight in determining tkhe Justness of's
gisceriminetion agalnst a locality as theretofore. TIFor
aow, the interests of the individual carrlexr must yield
iz meny respects to the pudblic need, *** and the newly
conferred power to grant relief against rates unreasonebly

ow may arrord protection sgainst injurious rate Eo cles
of a competitor, which were theretorore uncontrollable.”
{Expbasis supplied) ‘

-

In Jefferson Island Salt Mining Co. v. U.S. (6 Fed. (24)

315), at page 318 the Court said:

mox % % the Commissiorn is empowered to ralse the rates,
not merely because noncompensatory to the carrier re-
ceiving them, but because they are unjust or unreasonadle
from the point of view of other carriers and locslities.”
(Emphasis supplied)

Tn Tremscontimental Southwestern Cases, 1922. (74 I.C.C.48)

- at page 71 the Commission said:

"Too wide an extension of the out-of-pocket theory
would transpose the entire burden of producing
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dividends and Iinterest and meeting other fixed charges
upon only a part of the traffic carried.

"In the light of these and simlilar considerations,
we are of opinion and find that in the administration of
the fourth section the words 'reasonadbly compensatory!
Imply that a rate properly so described must (1) cover
and more than cover the extra or additional expenses
incurred in handling the traffic to whish 1t applies;
(2) be no lower than necessarvy to meet existing compe=
tition: (3) not be so low as to throaten the extinciion
or lesitimate competlition by water carriers; and (4) not
impose an undue bhurdon on other traffic or jeopardize the
appropriate return on the value of carrler property

cnerally, as contemplated in cection 152 of the act."”
Emphasis supplied)

Ir Transcontinental Southwestern Cazes (185 I.C.C. 357),

the Cormission authorized certain rates lowér than 1t had prescribed
a5 maximum, only when sald rates wero designed to meot "bona fide
exlsting or ZImpending truck competition” and were "not lower than
reasonadly necessary to meet such competition.”

In Qcean~Rall Rates from Atlantic Seaboard Torritory

(196 IeCuCeo 443), the Commission condemned certain low rates and
refused to grant rellef from the long and short haul.provision of the
Fourth Sectlion decause such lower basis proposed for application over
the route through New Orleans was loweor than necessary to' meet com=
petvition.

Recurring to the California legislative measures of 1935,
they clearly present a mandate that wnequivocally compeis this Com=
mlssion to fix 2z falr level of just, non~discriminatory, reasonable -
and sufficient rates, applicable allke to every common and highway

carrier and thereby conclude this chaotic era of ruinous,‘cut-throat

competition, through which the rails and trucks have been destruc=-

tively warring. Manifestly, the necessity for restoration of order
throughout the freight rate structures of California Impelled this
Lirm stroke of legislation.

in obedlence thereto, and In definite recognition that pﬁb-
llc Interest recquires adequate, economic, and enduring transportation

faclilltles, the Commission now assumes the task of fixing rates on &

.
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fzir and reasonable basis for every carrler.

Tor the Lirst time 4in history, as the result of the
legislation of 1935, this Commission attained jurisdiction amd
equipmert with which to administer regulation for all carriers.
Through such regulation 1t is anticipated and velieved thet the
transportation facilities and industries will be stadilized and
strengthened end that the shipping public will find relief iu a

cessation of rate wars and in the lnauguration of rates that shall

remain just, reasonable, non-diseriminatory and compensatory; and

whieh shall afford the enduring advantages of security to both
shippers and carriers.

It is obvious, as we shall shéw in greater detall here-
after, that the shippoers need and demand both rail end trucks in
the movement of petroleun and petroleuwnm products throughout Cali-
fornfa. In s word, 2ll of the skippers want a sustalned and
health:ul conditlon of competition as a safeguard against roecurxrence
of the unsatisfactory rates and services accorded them before the
day of competition. TUnless these rates are fixed and thereafter

remain compensatory the carriers will cease to exlst and tbhe traffic

will returan to monopoly.

Any rate war carried to 1ts loglcal conclusion ends in
the inevitable ammihilsticn of the weaker combatsnt. Were we o
permit such werfere, being now possessed with the means of pre-
venting it, the rails that depend upon countless and unlimited come
modities for their livelihood, could level their most powerful
offensive weapon, rate reductions, upon any competing carrier depend-
ing upon & single commodity snd compel such competitor to retire
from the field of competition. This is true beyond any qnestiog_or

doubt ond wholly irrespective of which form of carrier is in fact

the more economical operaiore.

In passing, 1t 1s appropriate to say at this point thet




neither the rails mor the trucks, from the record that is before us,
have any proven right to claim the more econom@cal form of operation.
The consensus of oplnion of all the witnesses, however,
would justify the conclusion that the ralls enjoy an inherent advan-
tage in long hauls, and that trucks conversely enjoy ean advantage in
short hauls. There is no unanimity as to the point of distance whére
these advantages divide, but sald distance is probadbly not less than

250 miles. The rates which we shall hereafter fix, and adjustltd

both long and short hauls, we belleve to be fair and compensatory.

Each form of carrier will be free to compete with the other form of
carrier for the traffic of both long and short hauls. IFuture operat-
ing experliences wlll demonstrate what are the actual inherent edvantages
of the ralls and the tank trucks in the long and short hauls_respoctive-\
ly. Obviously, if the entire rate structure of both cerriers artéct-
ing a1 commoditles were to be established upon a reasonadbly .compenss-
tory stetus, the financlal stability of both reils and trucks womld
experience a much needed stimulation and recovery. The rates rixbd" J
by this order afford a plank for the platform of an entirely rehabil- |
itated rate structure for transportation in California.

Were we concerned prtmariithith choosing between these
private enterprlses, the rule of the jungle might be {nvoked in this
case. If the public interest were wholly wnaffected and, therefore,
unconcerned with the disapvearance of eny particular type or kind

of transportetion then it iIs likely that unrestrained and continuing
rete reductions would result in the elimination of the carrier depend-
ing uwpon a single commodity. But the primary functlion of regulation
is to rairly control pudblic utilitlies and tramsportation agencles

in subordinatiqn to the requirements and mandates of public Interest.
Thet very conslderzble and formidable factor of the public interest
recognized as the shipping public hes spokén through this recoxd in
wmistekeble terms. Moreover, the citizenry of Californis has
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spoken through l1ts Leglislature of 1935. We must conclude that

it i1s in the publlic interest, and that the publlic demands, that a
course of regulation whick will stabllize, strengthen and perpetuate
both kinds of carriers be effectuated by this Commission.

our task of rate fixation hes been defined and preseribed.
As a rete-making tribunal we have been leglslatively enJoined against
f{xing ninimmm rates for tank truckers on any bdasis higher than
those currently charged by rail and other common cerriers for the
transportation of the same kiund of property between the same points,
end for & comparable service. It follows irresistably that the
public has demanded and legislatively commeanded a rate structure
aftecting ralls and trucks upon 2 substantial parlty, and has therebdy
called a halt to the continuation of ruinous rate wars betweén
carriers, and to the chaoctic uncertainty which bas so sorely
harressed and perplexed the shipping end consuming public. Sections
1% and 32% of the Public Ttilities Act together with the Highway
Carriers Act present an ummistakable leglslative edlct agalnst
cut-throat and rulnous competition. In plain effect these laws
establish a consplcuous mile-post whlich says "This fer and no
farther."

Neither the rails nor the trucks have the right to any
detinite or guarcnteed portion of the flowing traffiec, 1f we regard
and measure such right from the sole standpolnt of the carrlers' own !
selfish welfare and Interest. The determining Iinfluence is publie
interest and not »rivate intorest. In response to public interest,
this Commission must chart the course of privete interests engaged
in supplying trensportation. It, therefore, follows that the rails
on the ome hand, and the trucks on the other, shall and will aocommo-
dete thelr service to such relative proportions of the trarriﬁ.as
gravitate to each respective carrier in simple obedience to the
demends and best interests of the shipping public. These carriers
will prosper and thrive in direct ratic ss they accommodate ﬁhg

demends of pudlic interest.
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Both forms of transportation deserve and need regulation

Of the Bublic Mighwavd: sseend, that aaeh fom of thangnertetion

should survive; and, third, that the pudblic may have a dependabdle,

stabllized service at Just, non~-diseriminatory, reasonsble and

sufficlent ratess Any regulation which has for its object the

dlversion of trarfic from one carrier to another can bo: justified
culy by the existence of a public interest which unmistalkadbly-
requires and impels the preservation of the carrier thus favored to
the possible or ever probable resultant destruction of the carrier
thus prefudiced. The avowed objective of the rails is for rates exnd
regulation whichk will eliminate the tank truck from the Tield of
competition. But menifestly pudblic interest hes céncludé& against
such elimination. The rates which will be Justified by this opinionr
and determined by this order are desigrned to stabilize‘thé flow of
the traffic of refined petroleum products between doth carrfers to

the advantage and benefit of each.

Illugtrative of public interest, both the shippers and the
legislature have spoxen for the preservation of highway transporta-
tion and the preservation of both forms of transportation, ralls and
trucks. The preamble of the Highway Carriers' Act (Chapter 223,
Statutes of 1935) reads:

"The use of the pudblic highways for the trans-
portation of oroverty rfor compensation is a business |
affected with » nublic interest and it L1s hereby declared
that the purvose or thls act is to oreserve for the
public the full benefit and use of publiec highways
cornsistent with the needs of commerce without unnec-
essary congestion or wear and tear upon such highweys;
to secure %0 the people Just and reasonsble rates for
transportation by carriers operating upon such high-
ways; to secure fTull and unrestricted flow of trarrice
by motor carriers over such highweays which will adeguately
meet reasonable public demands by providing for the
roculation of rates of all transportatlion azencies 80
that adeouate and dependabdblc service by &ll necessary
transportation agencies shall be meintained ané the full
use of the highways preserved to the public.”

{Emphasis supplied) -

.F-".ln,

in order, first, to preserve to the pubdlic the full use end benefit



If pudlic interest requires the preservation of bdoth forms e

of transportation, and it is obvious that it does, then we must not
chart our course of regulation so as to petmit retes which will de-
stroy elther form of tramsportatlion. The plain and frankly admitted
purpose of the rails is to recover 100 per cent of the traffic of
petroleum and petroleum products between rallheed poipts through

rates, which we shall later show are depressed, not fully compensatery,
end unreasonably low. Spoken more plainly, the avowed purpose of the
rails Is to entirely eliminate their competitor the tank trucks from
tals field of traffic. We must therefore declare as unreasonable end
urlewful these depressed retes whose sole purpose has been to crush and
destroy this necessery agency of transportation.

This discussion of recent legislation hes been uwnavoidedbly
inxermingled with the foregoing observatlons, which relate to tﬁe
Question of differentials. Readverting agein to the opinion ex-
pressed in both majority and minority opinions in Caée 555?, supra,
wherein each member of this Commission expressed the coneclusion
that the rall carriers would be at a disadventege in competiﬁg with
the trucks for the petroleum traffic upon an equal rate basis, the
more complete record in this case presents a very different pictnre,

In this cage‘s) the Commission's steff under the direction
of J. G. Hunter, Chief Tramsportetion Enéineer, went exhaustively
into the question of the adventages and disadvantages of rail and
truck service, to determire what, 1f eny, additional or accessorial
trangportation service was rendered by either sgency and what; it any;
value should be pleced thereon. Thls phase of the case was covered

fron every concelvable angle, t0 ascertain any existing elements whieh

(8Y This case required 1l days of heering, divided between Sen Fran- ,
cisco and Los Angeles; comprises 1254 peges of trenscript, 58 exhibits,
emong which are voluminous and exhaustive cost studies dy representa-
tives of the Commission's staff, the rails, and the trucks; and the

testimony of the traffic memagers of the major oil companies of Celifornia
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-might Justify any spread in retes for additional or accessorisl service
specified in Sectlon 10 . of the Highway Carriers' Act. |
The mejor oll compsnies meintain bulkror distriduting stations

throughout the State, from which points smeller trucks are used to dis-
tridbute products to service stations. These bulk or distributing
stationsAhavé tenks of large cepaclity exd are, with few exceptionms,
seéfed by spur tracks and highweys, so that the major oil companies
ney gv;il themselves of both forms of transportatiog.

. The reils cemnot successfully or convineingly contend that -
‘they will be deprived of their felr share of the petroleum traffic should

rail and truck rates thereon de increased end fixed upon a Teasonably
compépsatory basis. Contrarily, this record affords the Commission con-
vinEing proof that the rells will continue to ernjoy a fevorable ratio of
the -volume of this traffic, amd upon the basis of fixed, fair, and
reesonably compensatory rates, the rails will enjoy greater net operat-
ing revenues than they have been experiencing throughout this era or.

devestating reductions.

While Exhibit 18 shows that 20.74 per cent of the movemesnt orf

gasolipe in the State of California is by reil and 79.26 per cent is by

truck, the consensus of the shipper witnesses isito the effect that be-

tween 60 per cent and 65 per cent of all petroleum and petroleum pro-

ducts that move in Celifornia are moved by the rails. (Robert

Butcherson, Tr. 471, 1. 23; Tr. 486, 1. 14. W. O. Narrﬁ, Tr. 509,1. 2.
R. K. Malone, Tr. 513, 1. 19.) It is therefore evident thet a very
Tavorable pexrcentage of the Tuel oil, road oil, package goods and
petroleum products other than gasoline are moving by rai;s.

The fact that the shippers have Tavored thp tank trucks
in recent years with the mejor portion of the gasoline traffie

moving to bnlk or distributing stetions may be readily explained,

end does not amgur that in the future the trucks will get all the
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petroleum tralfic upon the dasis of a parity of rates. This
partiality in patronage has been doudbtless prompted, if not
necessitated, upon the part of the shippers, because of three
impelling Lorces: Lirst, the relineries have bvecome fully
eppreciative of the absolute neeld for, and advantage of, tank
truck competition; secondly, this highway transportation agency
hes hitherto been without the jurisdiction and regulation of
this Commission; amd, thirdly, unless the refiners assumed a
firm hand in the selective and protectlive distribdution-of thelr
traffic, the driving and destructive force of the rail Tate
reduétions wogld have scored conclusive victory long &go.
It 15 logical to assume, and we bellieve, that under this new
Tegime of regulation for both rails and tamk trucks, wherein
each will be protected ageinst the cut-throat competition of the
other, end whereln the rates ol both will be made7equa1, fixed,
and reasonably compenseaiory, thav fhe shipping public will be
vrelieved of its Zormer anxiety over the necessity to favor
and@ perpetuate the tank trucks, and with the comfortabdble realize-
tion thet both the rails and temk trucks are bereafter vouch-
safed fair and reasomebly compensatory rates, the ‘sald shipping’
public will be hereafter free to distribute, end will distribute,
" the peuroleum traffic between the rails amd trucks so as to
insure the pregervation in a proper state of vigor and health -
of both of these “transportation agencies.
Since the octrolpum Case 3537 of 1933 the railroads
' bave greatly developeqarggugnlarged thelir truck and bus opera=-

tions. .The Commission nes pavent knowledge that the present and

n*osPecuive tendencies presage still grea ter highway transporte-

tionel activities by the railo. Theso racts have won for the

railways very definite 1nc eased motive ror natronace by petroleun
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shippers. These lmmense producers and shippers of petroleum

end petroleum products have been ever alert in fostering treans-
portetion wbich affords large usage and consumption of their
products. The record shows that there has deen a recent tendency
upon the part‘or the petroleum skippers to reserve considerabie
movements for the rails in preferemnce to the trucks. (Testimony
of C. G. Anthony, p.- 166 L 15) The very nature of the comnodity
involved presents unique 6ppoftun1ties and advantages of =
reciprocal character, between shipper and trucker. Gasoline and,
01l differ from most other traffic in that the tremsporting agency
is & great and valuadle consumer of the product transpoxrted; there-~

fore the shipper end the cerrier, whether rail or truck, enjoy

tremendous reciprocal edvanteges in the movement of petroleum and

petroleun products.

In so far as rates affecting refined petroleum products
are concerned, this record is, in many ways, the most ;lluminating
of any record heretofore adduced defore this Commission. At the
Tequest of the Commission, the traffic managers representing seven
major oil compenies of California appeared and testified in
substentially identicel manner.‘s? Each of these witnesses was
a traffic expert and was competent and authorized to spesk for
his respective compery. We shall hereafter discuss thelr testimony
in greater detail but we must register now the fect that they were
zone the less heiprul in convineing this Commission that their

compenies, with ean eye single to the preserveation of both forms

{6) B. N. Slingerlend, Traffic Yaneger, Stendard 0il Compeny.
: Robexrt Hutcherson, " " Assoclated 0il Compeny.
W. 0. Narry, » v Richfield 0il Company.
R. XK. Melone, Ass't. Superintendent
of Shippire, The Texas Compeny.
C. E. Doneldson, Traffic Manager, Shell 01l Company.
C. 2. Ziegler, d " Genersl Petroleum Corporation.
J. 0. Pfeiter, h " Gilmore 0il Company.




of transportation, will fairly and falthfully distridbute thelir

patronage between the ralls and trucks In the manner dest designed
to perpetuate the ralls and trucks, subserve the best 1nterestg

of the shippers, and preserve the advanﬁages ol competition throhgh
‘just, falr and reascnably compensatory rates and satisfactory
service.

All of these witnesses alike unoualifiedly denied that

either form of transvortation afferded any additlonal or accessorial

sorvice, not afforded by the other, which could bde translated into

monetdry value. Not one of these witnesses did concede that the
service ol elther form of carrier between rofinery and dulk or
distriduting statlion was a more valuable service thaon the other.
Likewise tho consensus of their testimony was to the effect

that the movement of their commoditles from refineries to bullk
or distriduting plants 1s a matter of total indifference, from
& service standpoint, as to whether they choose the rails or the
truckse Therefore, their testimony that they will strive to
equlitably distribvute their patronage betwoen the two forms of
carriers 1s consistent and convinelng, and is helpful in deter-

mining this questlion of differentials.

On this point we feel Justified in quoting some of
their testimony:

(Tre pe 467, line 5, ot S6Qe)

Je Go HUNTER: "Q. s What will be the policy of
the producex» with respect to dividing transportation
between rail and truck if the rates are made the same?

R« SANBORN: No objection.

WITNZSS ROBERT HUTCHERSON (Traffic Manager
Assoclated Oil Company): Ae. I can make the same answer
that I have made in previous instances, we would lend
ourselves earnestly t¢ an equitadle solution of that
Probleme st '

COMMISSIONER WARE: And iIn your effort to desl
oquitably, as Indicated In yowr third or fourth last
answer, between the rails on the one hand and trucks on
the other, Is 1t a falr statement, Mr, Hutcherson,
speaking on behalf of the Associated Company, that you
recognlze the desirabllity of having both forms of
transportation, truck and rail?

A. Very much so.

Qe Is it also a correct statement, Speaking for




the Lssoclated 011, that you would desire to see both
forms on & componsatory &and an enduring basis? A. VYes.
Q. Would you extend your best efforts to accomplish
that? A. Tes.
Qe 4And would you endoavor rfalriy to proportion
and divide the patronaze as between ralls on the one
hend and the trucks on the other? '
A. To that end, yes."™ :

And egelin we quote:

(Tr. pe 523, 1. 15, et seq.)

*CQMISSICNER WWARE: Do you feel there is room
for both? (rails and tapk trucks) |

WITNESS C. I. DONAIDSON (Traffic Memager, Shell
01l Gompany): ‘

Ao I feel, Mr. Commissiomer, there is room for
both and it would be my effort to divide that bdusiness
votweon them as nearly as I could on a reasconable. basis.

&« In order to preserve them? A. In order to
proserve both of thom. '

Q. Make them both avalladle? A. Yes, sir.

Q. To your purposes and services? A. That is
correct.

Q. Eave you any quarrel with a rate fthat 1s come
vensatory, Just, reagonable and non-discriminatory?

A. XNo, sir, I never have had. :

Q. Tould it be your policy, in asdministering the
affeirs of the Company that are allotted to you, Mr.
Donaldson, %o eguitably distridute the shipplng of your
Compeny as between the two In order that they might
both survive? 4. Yes, sir, it would. o

. And operate with a profit? A. Well, ir.
Commissioner, 4% is obvious that ro Compeny can continue
in business unless it mekes a profit."

From the ness of tostimony of ithese shipper witnesses,

the following forms a digest of uncontrudicted and proven facts:

Split deliveries oceur inrreqnenﬂly and have no value to

the shipper or the bulk plant.(7) Split deliveries may be of

bonmesit to individuel dealers, end here it should be said the
truckers propose additional charges when such service is performed.

The factors of minimum weights, speed in tramslit, Tlexibility of

177 Witnesc Boward k. Leng testified that his split deliverles

in the traffic of petroleum and petroleum products are "very, very
Tare"” (Transcript pege 60, l. 26}. Split deliveries esre less then
one per cent of vtotal tralfic. (Transeript page 61, l.lll.)
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service, loading snd unloading, credit arrengexmeats, end setile-

ment of claims, as they are related to the ralls oan the ome hand,

ead the trucks on the other, justify no monetary differeantisl in
rates.

From this more extensive and comprehensive record, it is

clear that a differential in rates as between the two formms of

trenspordation for a comparable service is not justified, nor,

as we coastrue Section 10 of the Hishway Carriers”™ Act, Statutes

of 1935, could we lawfully prescribe. such differential; and that

If in the previous Case 3537 the Comxission hed enjoyed the benefit

of the testimony of these representatives of the major oil com-

venies, sunplemented by the exhaustive investligation of the Come-

missionrs staff, our conclusions as to the necessity for a differen~

tiel would have been contrary 0 the views exnressed therein.

RATL CONTENTICNS.

effort was made by the Witress C. E. Day, to show
that the existing reil rates were profitable to the rallways, end
taat the existing scale of § cents per hundred pounds per huxdred
miles ic more thaz sufficient to cover the out-of-pocket cost of
service. IL we were 10 concede the accuracy of this latter
statement, it Is nevertheless sulficlent to categorically specify
what the record ummistakebly proves:

I. The present rail ratcs have experienced sharp

and guccc331ve drope for the past ten years

so thet they &are now dep*esscd to a level

which is admittedly much less than reasonable

maxirmum rates end to & level which is con-

siderebly lower than rates fouznd to be reason-

ghle mayimuu rates by thics Commission.

The present rail rates have resulted iz an

actual diminution of gross reveaue Lo the reil=
ways in spite of increased tonnage.

O




The present rail retes have reduced the trucks
to & bdasis of operation whick 1s generally neer

or below the line of zero net profits.

The present rall rates are sdmittedly depressed
retes concelved to recover 100 per cent of the
traffic between ralilhead points.

The present rall rates are constructed upon the
"added traffic™ or "out-of~pocket-cost theory.”
The rails have feiled in their attempt to justify
them as reasonadle rates or suffiocient rates

contemplated by Section 32% of the Public Ttilities
Actc e

cient to cover full costs.(8

The present reil rates are deonstrably.insurfi-

Therefore, we cemnot conclude with safety thet said
rates are reasonadly compensatory; nor are we justified im con-
cluding that these rates do not cast en unreasonable burden upon
other traffic. Memifestly the Perpetuation of such depreésed rates
has resulted in the impoverishment of the revemnumes of the reailways
which creeted and charged them, end has also threatemed to
eripple and destroy the oompeting tank truck transportetion agency.

Both of these latter resultants ere subversive to pudblic interest

and result in casting en unjustifiable and an unreasonable dburden

upon other traffic.

The rails, with propriety and force, contend herein
thet they must be allowed to meet competition at compensatory
rates, and that in deciding whether reates and charges made at a
low level to secure rreight which woul@ g0 otherwise to a com-

peting carrier sre compensatory, the falr interests of the effected

(8) The rails Rxnibit No, 40, which was intended to justify
the conclusion that the present rail rates are sufficient and
coxpensatory, conteins no expenses, whatever, for bvond interest,
dividends, taxes end meny other items.




cerrier and the welfsre of the community whick is %o receive and
consume she commoditiecs must be given important consideratism. We
concur in this contention. Fowever, the meetinz of competition is

one *thing, its destruction is another; azd ss we apply "important

consideration™ %o the welfare of the communities and carriers gffect-’
ed, we cannot ccaclude thet any rate is Justifisble whieh, first,

resulis in diminution of gross revenue to the cerriers charglng the

same; which, secondly, Tor relatively high grade commodities such

as refined petroleun products, fails to pay {ull cosis; dd which;
thirdély, proves unduly perilous to competing carriers.

The Tull effect andéd neaning of the shippers®™ testimony
will not werran®t any conclusion that the tenlt truck rates have
been lower than the rail rates since the last drastic reduction
effective in December, 1933. It therefore follows that the purpose
and effect of these repested reductions in rail rates have been to
drive thec competitive tank trﬁck«rates inte progressive depressions.
It camnmot be said that these reductions were intended and made for
the justifiable purpose of meeting compeiition. The rallroads have
frenkly aoémitted that their reduced rates have been designe@ Lfor
the purpose of recovering and holding &ll of the petroleum traffic
hetween reilkread points. The record shows, through the statement
of counsel for *he railroads, that the rails are now studylng
+the wisdom and efficecy of further drastic reductions in petroleum
rates with the avowed xzotive of hestening the day when the reils
will haul 100 per cent of thic petroleum traffic. It is therefore
our conclusion that the existing rail rates on petroleum rroducts

are "insufficient™ as that term Is used in Section 32% ol the




Pnblic Utlilitles Act, ond we must, pursuent to law, prescride and
determine reasonzable and sufficlient rates to be charged hereaftei.
Under Section 134~ of the Public Utilities Act a common
carrier mey esteblish 2 lower than meximum reasonable rate when
the needs of commerce or public interest re@uire. The recoxrd
s ¢lear thet the needs of commecree, that is the reguirements for
the successful merketing of refined petroleum products, do not
require the oublication or majntenance by carriers of less than

fully commensatory and reasonable rates. Similerly the record

is convincing that fullv compensatory rates will permit this

traffic to move freely. Nowhere in the record is it contended that
gasoline trefflc recuires less than maximum reasonable rates in
order to move with the greatest freedom.

The consuming public, the shippers, and the carriers
comprise the three groups most directly concemed with the cost

of trensporting refined petroleum products. We reitcrate that

the shippers need and urge the dreservation of doth forms of

cerriege. They uniformly advocate just, non-discriminatory amd
reasoncbly campensctory fates, and in recognition of the exist~
ing depressed stetus of said rates they welcome the chance 140
meet any Jjust fixation of the same by this Commisslion. They
neither threéten, ror do they desire to engage plant facllity
in +~he movement of their petroleum products, for they are

content to Turther the patronage of both rails and for-~hlire




trucks for the tromondous reciprocal advantages that

between these shippers and cargiers as the result of
normel and healthful operation of bothe

The record 1= cloar that the oll companies marketed
thelir products when rates were four or flve times as high as

(9)

existing rates. The record proves concluslively that refined
petroleum products are high grade commodities and can stand
fully eompensatory ratese The reasonadly higher rates, former=-
1y in effecy, as distingulshed from those which may have been
origirnally wareasonably high, as one witness testified, never
curtalled any of his company's markets, and never Iimposed any
burden upon his company. (Slingerland, Tre pe 446=7) We

quote again the testimony of these shipper witnesses which
without refutation affords convincing proof that the present

rall rates are Iinsufficlient and that the shippers recognlze the

need for, anticlipate, welcome, and will pay whatever ressonable

rates this Commission may fixe

We quote from the testimony of Rodert Eutcherson
(Traffic Manager of thoe Associsted 011 Company, Tr. p. 476,
L. 11)=

"We will be willing to pay any rates by rail
that the Commission feels to be proper s«

whether they are lower, higher or what they are."
St

(Tr. Page 477:)

"YR. LYONS: Mr. Hutcherson, are you satis=-
Lled with the present level of the rall rates
between points in Celifornia?

Ae VWhat do you mean by being satisfied?

Qe Do you think they are too high? KA. no.

Qe Do you think they are too low? Ae TWell,
I think they are low." '

See Tablo l. appended to the order herein.
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(Tr. page 478)

MR. LIONS, ™J. So that there is no secret
about the fact that your company 4is interested
in the most economical form of transportation
that ls satisractory to you?

Lo Tes. But I sald as an abstract proposi-
vion, Mr. Lyons; now, there might be instances --
have been irstances where we have told the rail-
roads that we felt that rates they have been
willing to e¢stablish were probably lower than
necossary and thet the traffic could reasonebly
stend a 1ititle higher, and in those cases we have
been willing -~ we do not.expect the last drop
of blood. Vie would llke to nave rates =--'0:

2. I am not suggesting that in my questions.

, A. Ve want rates economical but we do not
insisv that they be the cheapest or most economlcal
rates.”

We quote from the testlmony of W. 0. Nerry, Treffic
Marsger for the Richfleld 01l Compamy. (Tr. p. 510, l. 14):

MR. LYONS. ™Q. Are you advocating any change
in the present rall rates on any of the cormo-
ditles Involwved in the nroceedzng° '

4. THat would be a matter of personal opinlon
end I would say that I do anticipete an incroase.

Q. You do anticipate an increase? A. I do.

Q. Have you any personal or offleial complaint
to mako against the present rail rates on any
of these commodities?

A. I haven't any complaint to make against any
rete that the Comnission might set '

Direcving our attention mow to the welfare of the
corsuming public we firmly recognize as being of controlling
izportance that the pudlic should at all times be proteéted

ageinst rates that may unduly stralin the cost of the delivered

product. This record however 1Is couvincing proof that the freight

rate is a relatively unimportant factor in the distridution of

gasoline, and this carn be readily understood when comnsideration
is given to the effect of freight rates in cents per gallon.

"he average intrastate rail haul is 85.25 miles. Hereafter,

we have increased the current rates for this lergth of haul




approximetely S cents per 100 pounds. ZEquated to gallons
this smounts to one-third cent per gallon. It is a matter
of common xmowiedge that the price of gasoline fluctuates
from time to time as much asg 5 and 6 cents per gallbn. With
these facts before us it is not dAirficult to understand why the
matter of the volume of the freight rate is of little conse-
quence, and is not consldered as being relatively important
by the refiners excepting in the matter of relationship in
rates between the various producing points. |

We do not feel that the increases in the rates
contained in this order will inflict any unreasonable hard—
ship upon the consuming publliec. Cortrarily we believe that
increases in rates, as provided for in this order, will ‘
redound to the very definite beneflit of the consuming fublic,
the shippers, and the carziers. California is a vast agri-
cultursl ares and largely depends for its prosperity upon
trensportetion facilities for the movement of its peiishable
fruits and vegetables and other seasonal crops to the eastern
markets. Every doller that the rails lose on account of
depressed rates applied Vo such intrastate movemenis as refined
petroleum products must be charged to some other traffic.
Conversely; every dollar that the intrastate petroleum traffic
of Californie can add tavough the medium of reasonebdly com-
'pénsatory rates, affords the ra£ﬁs greater possidility to
sccomodate & rate structure for Callifornla’s agricultural
proéucts whick must find an géétern market via cheap trans-

portation. Reising end stabdbilizing these transportation

rates will terminate this destructive warfare, will strenmgthen




and perpetuste both carriers, will Insure the shipper with both
ossentiel faelilities, and will not result in any unreasonable
increcse in the cost or dburden to the consumer, Ve must there-
fore conclude that it is, first, definitely in the public
interest and, secondly, helpful amd protective to the private
interests, that we now f£ix reasonable and sufficient retes for
movement of refined petroleum products.

A rete is not reasonable and sufficlent if 1t faills
to contribute its falxr share of all operating expenses and &
just proportion of fixed charges beyond interest and & reason-
able return on the invesiment represented dy the eguity of thé
stockholders, provided, of course, the tralfic can stand it and
will continue to move freely. If it canm pey such 2 rate and
does not do it, other traffic is burdened to support these
legitimate charges.

In “he deys of uwnrestrained and unreguleted competi-
tion meny rates were justified where they contributed anything
over the bare out-of-pocket cost of tramsportatlion, but when that
competition is brought under control and the rates of all com-
peting agencies are regulated, tho necessity of handling traffic
of this nature on an out-ef-pocket cost basis approaches the
venishing point, and the soomer we put the rates for such traffic
on & reasonable and sufficlent dasis for all agoncles the sooner
we cen have & return to normel conditions in transportetlon.

Under Section 134 of the Publlc Utilities Act upon
sueh snowing 9s may bde requirbd by the Commission and @ finding

by it that sald rate is Justified by transnortation conditions

any common carrier may establish and charge "a rate less than a




maxizum reasonable rate for the tramsportation of property
for the purpose of meeting the competitive charges of other
carriers or cost of other mesns Of tremsportation which shall

be less than the cherges of competing carriers or the cost
of transportation which might be incurred through other mesans
of tramsportation.™

Before concluding this opinion we shell have completely
explolited all phases of the plant facility factor. At this
roint it should be observed that if plant facility were an
important factor, or worthy of serious consideration in this
case, the plent facility trucks would have appeared on the
scene when freight retes were four and five times as high as they
are today. The record is entirely deveid of any showing that

lower than reasonable rates are justified because of the

oxistence of plent facility competition or the likelihood of

its coming into existence. Since the refiners are, rirst,‘
willing to pay Just and reasonable rates; and, secondly, uni-
formly recoil from engaging in and furnishing their own means
of trensportation; =and, thirdly, admit that the existing rates

are too low, and thet they are willing to pay any reasonadle
increase therein which mey be fixed by this Commission, we see
no reason for speculating upon eny development of plant facility
competition in declding this case. If and when that competition

menifests itself, due consideration can be given to it.

CEMENT CASES 3981, 4071.
In this comnectlon, the ralls have argued that the

Commission.recently ostablished a precedent in the consolideted

cement cases 3981, 4071, ss reported in Decision 28334 (39 C.R.C.

523) by therein epproving depressed rates; and also by therein

-7~




attempting to establish a differential In favor of the rails
affecting deliveries to off-rall facility points. This affords
timely opportunity to dispose of these two points,

Relative to the question of depressed rates we first

obaerve that this case is readlily distinguished from the cement
cases, supra, which involve the cost of moving cement and cement

clinkers from the inmer mills and outer mills, in southern Cali-

fornia to the Ilos Angeles market. In the instant case, we find the
shippers enjoying epormous trade advanteges in the purchase and con-
sumption by the rails and trucks of vast quantities of the prbducts
shipped. Zere the shipper wants each carrier perpetuated and to
+Eis end welcomes rates that are just and compensatory with no throat
or thought of exterminating the carrier through the eﬁployment of

ent facility. Iz the cement cases, the inner and outer wllls
exercised no such solicitude for the welfare or perpetuliy of elther
cerrier, end in addition %o their fight over the differential

sween the imner and outer mills, they adopted thé positioniphat
unless seld carriers® rates were depressed to meet thelr demands
a5 %0 size and differential, *he mills would haul thelr own freight.
Tn the cement cases the two groups of shipper mills, wkilst fighting
vetween tacmselves for advanitages im differentials applicable to |
<he ipner snd outer mills, were also the threavening aggressors

against botk rails and trucks, 2nd the cerriors were each fighting

~om sufficient treffic and rates to Justify their continued servico.

Ir %he instant case the cexriers, with divergent theories, and oppos-
ing battle fronts ave [ighting for ali, or & feir portion, of the
*ow of traffic, whilst the petroleun shippers pursue a comclliatory
course wholly compatidble to vhe preservation of both carrie:s. in
+he cement case, the shipper mills had in some insvances al;gady
employed the weapon or plent facility, and were errectively using

+his weapon; whilst the other shipper mills boldly threatened to. employ
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plent faeility if the rall and truck rotes were not hammered down to
meot their varying demends. Therefore, it wes vlain thet if the car-
wiers were to participate to cny extent in this cement traffic they
were, out of necesgsity, compelled to reconcile themselves to rates
depressed to approximately the hammered down point of plant facllity
operstion. It wes upon this ground, acd no other, that the Commission
was justified in the cement case in establishing those low rates.
mhere Ls no availsble ground or justification in the instant case
warrenting the esteblishment of depressed rates.

As further distinctions between these cases, the cement
shippers had no gqualms aboub exposing to the Commission the full de=-
tells end facts regerding the contractual relationships and the rates
between themselves ond the private Truck carriers engoged by tham;
They offered tﬁis tostimony veluntarily and withoub hoesitatlion as a

mecns of commendeering the situation and 1o further dictate, control
epd Tix future rates cnd desired dirrerenticls. They argued that these

rates furnished justification Tor =2 vasis for depressed ratle structures.

Tn +his Lnstant petroleum case the mejor pil companies were represenﬁed
oy their respective traffic mencgers who attended every sesslion both
in San Frencisco and Los Apgeles, who recelived and snalyzed the re-
spective exhlbits offered by reils and trucks and which disclosed cost
studies for each respective service, These ;ébresenmatives of the oil
companies offered no criticism of the proposed increased rates, unanl-
mously concurrea in a willingness to meet reasonadly increased‘rates,
end vehemently opposed and protested any disclosure of the ex;,ting
wates established by private contracts between themselves and the tank
trucks, rotes and conbracss whlch were recognized as belonging to an
ers of transportation that smmediately antedates the jurisdiction, the
right, or the power of this Commission to inquire lnto or control.

Answering the cuestion of differential, there is simileriy

2 sharp distinctlon hetween the two cases on the question of the estab«

lishment of e differential in favor of the rails affecting deliveriqs

to off-rail facility points. Tn the cage of cement, from 30 to 50




Dex cent of'the traffic noved directly 10 the Jod, whick of course
involved delliveries to off-rail facllity points. Both rails.and‘trudks
looked enviously upon this treffic and 1t was thercfore regurded as a
metter of much Iimportance. In this petroleum case, <4.85 per ceat of
the gasoline traffic moves directly to consignees or plants not served
by reil spur-track and located in communities havizg rall service |
while an additionsl 4.IC yer cent of the gasoline tralfic moves directly
%0 consigrnees or plants located iz comtunities not having rail serviée
(Bxhibit 18); and the record is silent as to the possidle desire of the
»ails to compete for this traffic. It is rezdily observed that most

of this off-rall gesoline trarfic is delivered to distributing plants

from which points it must be hauled again by tank trucks to the re=-
tailer or the consumer, whilst the off-reil cement deliveries are
Ireoueatly direct to the jobzs where the commodity is used end thereby
spafed this additional hendling as is the case with gasoline. Apparent-
1y, the off-reil gasoline traffic Is not regarded as a matter of much
importance because, as we view the matter, it would be very difficult
if not impracticadle, to move thls traffic from the refinery to a rail-
head point and there transfer it twice by truck T0 1ts ultimate
destination.

It ig quite true that in establishing rates for highway car-
»lers, it is the duty of the Commission under Section 1C of the High-
way Carriers® Act 10 give due and recsonsble considersticn to the cost
of truck service beyond the regularly established termini of common
carriers. AS we construe this section,'ﬁhere & highway carrier per-

service beyond the termini of a common carrler, such addition-

el charges may be {ixed for highway transportation t0 the polant beyond

the common carrier terminsl, so that the rates of the common carrler
to its terminel and the cost of rmoving the traffic beyond to the

ultimete destination will be, as nearly as possible, equal to the
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through rate of the highway carrler, in order to fairly equalize

the competitive conditions.

In this case there is no showing by the rails of any

desire to compete for this off-rail faclility point traffic. In fact
the testimony offered by the ralls conceded that this traffic will
continue to move by truck (Paul P. Hastings, General Freight Agent
for the Atchison, Topeka and Santa Fe Rallway Company Tr. 570,

1. 18). Counsel for the rails iIn.thelir opening brief spprove and

adopt the lenguage in Decislon No. 26443, Case 3IS37, supra,
found in 39 C.R.C. page 41 which we quote:

"Large quantities of gasoline are transported
from refinerlies to dulk or distriduting stations
and from refineries or bulk stations to garages
and service stations. In addition to gasoline,
various other petroloum products are transported -
smudge oil from refinery to ferms and ranches, road
oll from refinery to constructlon Jobs, fuel oil
from refinery to conswmer's tank, package goods
to various destinatlions. Usually there are rail
facllities at the refineries, although in a few
instances there arc not. Bulk statlons are
usually but not always located on rall spurs.
Sexvice stations and garages generally have no
spur track facillties. The business of trans-
porting gasoline and petroleum products has so
develoned that in the course of the hearing all
parties recognized that in part the transportation
of these commodities by truck was non-competitive
With rail, the competitive portion being coqgined
to transportation from rail spur to rall spur.”
(Emphasis supplied.)

It 1is therefore unnecessery upon this record to provide
for any such additional charges affecting deliverles to off-rall
facllity points. If necessity arlses for the adjustment of rail
rates to perﬁit them to compete on an eguality of thrdugh trans-
portaticn rates to off-rall polnts with those of the truck carriers,
proper conslderation will be given the matter upon its being called

to our attention by the interested cerriers.
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Minimum Weights.
The ralls have serliously argued that they ashould be fa-

vored with a lesser carload rate than the truckload rates because
of the fact that most tanmk cars haul 12,000 gallons as against

thoe 6,000 gallon capacity of the tank truck. In support of this
contention, the rails have offered Exhidit 23 whieh is a collation
of 14 decisions of this Commission and the Interstate Commerce Com-
misslion, all of which decisions held that the welght is a part of
and must be conslldered with the rate. This case is distingulshed
from those cases in that the facts herein are different. Hence,
the well established and oft quoted rule which was applied therein
cannot dbe applied to the facts herein.

Rate structures ere bduilt upon well established and
orthodox principles. One basic rule arises from the economic force
of the element of maximum capacity of the facllity used in making the
haul. Obviously, the carrier is advantaged when thils facility is
loaded to capacity and meximum efficlency with a single commodity.
This is true for the combined reasons that with such load there is
experienced the maximum economy in the factors of loading, delivery
and unloading and, at the samo time, the facllity employed is used to
its full capaclty. Hence, when a freight car is filled with a single
shipment, in compliance with reasonable minimum welght requirenents,
the railway extends to the shipper the carload rate. When a car
contains one or more smeller shipments, the rate applied is normhlly
higher. This seme rule applles with equal Justification in the field

of trucking where we naturally find truckload rates upom a lower scale

than less-than~-truckload rates.
A rall witness testiried herein that livestock cars vary

wldely in their capacity epd minimum weight requirements, and yet the
shipper of cattle pays the railway, for large and smell cars, the
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(10)
same carload rates translated in cents per hundred pounds of shipment.

Correspoadingly, the same witness in thls record revealed the faot
that the rails have and use different sizes of petroleunm cars, ranging
in capacity from 6,500 gallons to 14,000 gallons. .The published
rail rates call for the same rates per hundred pounds for capacity
loads in apy sized car.

There should be and is a limit to the welght, size, and
load capaclity of vehicles using the public highways. Hence it may
neither prove practical nor in the public interest to bulld trucks
to the size of freight cars. But were we to give serious oredemce,
which we cannot, to the position essumed by the rails on this question
of differential in minimum welghts justirying'and necessitating a dif-
ferential in rate, all that the trucks would have to do to meet the re=-
quirements would be to load and move on one -shipment two units of tank
and treiler, and thereby the tank car ninimum requirements of load and
rate would be fully met.

If anything further were needed to support our conclusions
upon this point, it is amply afforded by the fact that refined petro-
leum products are uwnloaded in a very large percentage of the movement
in the immense distrivuting and storage plents of the shippers w@iéh
are, in almost every instance, SO located as to fully utilize the
gervices of both the ralls and the trucks. The huge capaclty of
these plants 1s not concerned with the capacity limits of & car or
a truck. So long as either the tank cars or the tank trucks keep
these plents reasonebly filled at all times, the shippers are fully
satistied on the score of capacity deliveries. Moreover, every traf-

£i¢ manager who testified for the major oil companles herein, definitely

10} Testimony of E. C. Hallmark, Freight Traffic Manager,
('- Southern Pacific Company. (Tr. p. 664, 1. 6, et seq.)




éaid thet the shipper meither recognized eanything of advantage or
velue o the smaller losds coxteined in the tank truck, nor would
he pay & higher rete per hundred pounds for suck smaller load.
Therefore, We cammot justifly any differentisl favoring either
rails or *rucks on account of the difference of thelr load and
delivery capacity.

TArtificial Rates"

The reil :espon&ehts contend that we are without authority
o compel them %o increase their rates. The reils elso argue that
ary such increase would e for the sole demefit of thelir truck com-
petitors. 7

If the presemt rail rates were on e Teasonabdble dbasis or
as nigh as the sraffic could reasonabdly beer, ond the “ruck carriers
could not efford %o meet thosc rates and successfully operate there-
under, we would certalinly not iwpose wpon the shipping public a buréen
of ra%tes higher than Teasonadle rates, simply *to support axother agen-
¢y of transportetion. That, however, is not the ;ituation which con=
~onts us. The truck operators ask the Commissionm %o prescribe reas-
onable and sufficient rates for thelir reil competitors in compliance
witk o ﬁandate of %re legislature as expressed in the Public Utilities
Act, and %o prescride minimum rates #or the tank truck operators in
consormity with the provisions of the Highway Carriers' Act. Waen
spis 45 dome, the tank truckers sey they will de willing to %teke their

chences in he competitive field. The‘ta;k truckers contend, however,

that there is no, warrant in iew, nor Toundetion in Justice, foxr the

»3il lines to slash their otherwise reasonable rates to ean unreasonably

1ow desis for the sole purpose of elimirating the trucks as competitor;.
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Iz +he furtherance of their argumenv, the rails have
assailed eny present effort by this Commission to fix equal minimum
»ates for reil and trucks alike upon any level higher than the present
scale, and have decried any such Increases as an attempt by this Con-
mission %o encourege tank trucking of peitroleum products between rall=
head poin%sc by imposing upon the ralls rartificlal mininmm ra*e"-' "
Tis ergument 1s gpperenily comstructed withous rega:d to the fact

+hat ve no lomger live under the ecomomic systex of laissez faire.

Tnsufficient atitention has been pald by +ha rail lines v0 the pur-
poses of the Tegulatory legislatiom, in Celifornis, which had as Its
- purpose the restraiming of certain of the economic forces that were
" ariving carriers close +o the brink of bankruptcy by reason of un-
zestrained competition.

Counsel for the ~gils have herein protested any increase
in the presemt dep::essee. wates ond heove expressed thelr abho:reﬁce
foxr such inc:eased rates by referring to them as maptificial™ and
conducive to the loss of all o the petroleum traffic %o ‘the competing
<ucks. Any concu‘::ence with such views would force us +0 the un-
gacpanted and unsound conclusion vhat any rate Lixed by selils suffi-
cientiy low %o &rive end deswxoy competition from the fleld is a nmat-
weal rate, and that any upverd regulatory interference with such &
rete amounts to unwarrented meddling ané the creation of artificial
~ptes. In a wond, the position of the reils is bdluntly this. Their
existing Qepressed Tates - conceived to recapture 100 per cent of the

gesoline traffic - aTe natural whilst the same rates incn-eased to a

»aasonadle and sufficient pesis would de wartificial." It must be con-~

celed +thet what Is maturel™ 1s indigenous, rative, pormal, and within

common experience. The fallacy of thls Xeal ning becqmes apparent

whorn <he same Tpeiturel” depressed; out-0f-pocket plan of rate meking




’

15 projected through the whole gamut of the rate sttucture. ihe

carricr Is reduced to dankruptey and his service collapses. The
only +hing that jJustified these depressed rates was the previously

unreculated competition. This comditionm no lozger besets the rall-

rouds end the foue test of the rates mow is a value that 1s reason-
adble, sufficlent and pon-&iscriminetory. Rates which comply with
such +est are indeed the naturel and normai rates. 4ny other

¥ind of mates would be artificiel.

- It is plein that what the ralls are striving to accamplish
in their vehement defense and advocacy of depressed rates 1s thé total
annihilation of their competitor the tank +ruck operator between tho
~ailhead points. It is equally plein that the existing Californie
rail’ rates applicedle to refined potroleum products axre unreasonable
amd insufficient end that it s in the public interest for this Com=

mission to fix and determine reasonable rail rates for this traffic.

Rexulatory Sitatutes Construed.

Counsel for +the rails have argued in effect that Section
13% of +he Pudlic Utilltles Act, supra, has no direct application %o
she sudject matter of this decislon
on 13; deals with the

+me rate prodlems which comprise

vecause 1% is thelr contention that sald Secti

originel establishment o rates end has no direct application where

sueh Treil rates as ore under investigation herein were established

mofore Section 13 dbecame a part of the Public Utilities Act. Counsel

furthor stressed the omission Irom said Section 13

tadlish" thereln

20> the rails have
of the words "and maintain” following the word "es

contained.

we belleve that we have adequately analyzed and emphasized




the purposes of snd reasons for the various -leglislative measures of

1935 affecting the regulation of transportation. It will suffice in
this connection to stress again the legislative intent as expressed
in Seetion 32 of the Public Utilities Act as being primerily centered
in the inauguration of a regulation for means of transportation so
that destructive rate wars would be terminated and rates rehabilifated
upon a basis that will be reasonabdble, sufficient end non-discriminatory.
In our solution of these rate problems we have construed
all of the germane provisions of the Highway Carriérs' Act coﬁjq;ntly
with +he Public Ttilisties Act. As we constfue Section 32 (Amerded
Statutes 1923, Chapter 388, page 837) of the Public Utilitieé Act
this Commiscsion has the power, after e hearing, to Iind the rates of

eny pudblic utility insufficient; and likewise has the power to deter-

minc for sny public utility sufficient ratves and fix the seme by
order. We quote the germane por@ions of. Section 32 of the Public

Utilities hct: B

"Sec. 32(a) ‘Whenever the commission, after a hearing
had upon its own motion or upon complaint, shall rind that
the rates *** demanded, observed, charged or-collected by
any public utility for any service *** are unjust, unreason-
able, discriminatory or preferentlal, or in anywise in
violation of any provision of lew, or that such rates ***
are insufficiert, the commission shall determine the Jjust,
reasonable or sulficient rates *** 1o be thereafter observed
and in force, and shall fix the same by order as herein-
after provided.”

"(b) The commission shall have power, upon & hearing,
hed upon Iits own motvion or upon complalnt, to Iinvestlgate &
single rate, *** or any numder thereof, or the entire
schedule or schedules of rates ** or any thereof, of any

public utility, s2d %o estadblish new ragfes, *** in lieu
thereof.”

"le) The commicsion shall have power and it shall be
1ts duty, upon o hoariang, bad upon its own motlon oOr upon

complain®, ™™ 0 flx and determine the just, reasonable:

and sufficient rates for such service **¥ » s
Sections 133 and 32} of the Public Utilities Act (Added
Statutes 1935, Chapter 700) khave been heretofore quoted. A4S we con-

stoue these seetions they are intended- o more fully equip this commis-




sion with the meeans of determining and fixing both the existing
and the future rates of common cerriers. loreover under Section
13 (a) of the Pudlic Utilities Act "every unjust or unressonable
chafge mede, demanded or recelved” is prohidited and dociared un-
lawful; and as we have previously pointed out a rate may bde un-
reasonably low as well as unreesonably high, and in either event
such an unreasonable rate is unlawful.

The very narrow constructlion urged by counsel for the
rails and as applied to Section léé of the Public Utilities Act would
soerve t0 freeze 1n%to solld perpetulty the exlsting rall rate structures
bowever insufficient they may be. To adopt this construction would

in effect destroy the purpose of this Statute. Such a construction

is at once wunwarranted and repugnent to the rule appllicadle to

statutory interpretation.
As was heretofore indiceted ome of the objects of the
ingtent caée is to investigeate the rates of common cerriers bj rall-
road for the tramsportation of refined petroleum products within this state
and perticularly to determine if saild rates are unreasonably\low and
insurficient. As to our jurisdiction to accomplish this object the
laws hereinbefore outlined afford sufficient authority. Pursuant to
this obJect we have herein determined that sald rates dre unreasonably
low and insufficient. In consequence of thls finding the first portion
of the order herein shall be directed toward the establishment of
reasonable and sufficlient rall rates for the tranaportation of refinsd
petroleum products. TUpon the effectiveness of this portion of the
within order‘such retes will decome the lawful rates of the rails.
Eaving iz this manner performed the first obJect of this proQ
coeding we shell consummete the second obJect, to-wlt, the determination

of Just, nop-discriminatory end :easonably compensatory tank truck




retes for refined petroleum products moving in this state.

Were we to copcur in the constricted inxerﬁretation
of tre messure of our authority as edvanced by counsel for the
rails, these objects would be impossible of attaimment. Any
such concurrence, however, would vitiate the purpose of the law,
would effectively tie the hands of this commission and would
hereafter prevent any alteration dy us of unrecsonably low and
insufficlent existing rail rates. For the reasoms given it is
inpossidble for us to accept the construction of these statutes advanced
by counsel for the rails.

Reesonably Comvensatory Rates

The persistent end rigid resistance of the rails herein
against inereased rates is at strange variance with the testimony
of their witnesses. The record shows that Iin September of 1934;
prominent representati#es of the Scuthern Paclific Company and Western
Pacific Reilroasd Company conferred with representatives of the tank
truck operators for the purpose of agreeing upon increased petroleum
rates which all agreed were lmminently necessary. (These representa-
tives then agéeed thet. "the reils would be heartily in favor of em
increase in petroleux rates.” Tr. 1088). The record is replete with
testimony to the effect that in recent §ears'the railways operating 1in
California have been in stringemt AL not desperate financlal straits
due to diminishing freight and passenger'revenues. Witness Amos
(Tr. 744) admitted that the Western Pacific Railroad Company is in the’
ﬁands or—a trusteeship under the Federal Bankruptey Law. North-
western Pacific Railroed Compeny amd Sen Diego and A&izona Easterﬁ

Rellwey Compeny, wholly owned by the Southern Pecific Compeny, have

depended upon the Southern Pacific Company for their 1livelihood in

recent years.




Witness Berne Levy, then Assistant Geners) TTO.gNY Agent

foxr The Atchison, Topeka‘ and Santa Fe Rallway Company, admitted

that the existing rates om petroleum and petroleum products are

not "reesonsble meximum retes” and that "they have been depressed.”
(Tr. 1028, 1. 24, ot seq.) Witness H. C. Hallmerk, rreight Traffio
ﬁMnager of the Southexrn Péciric Company in charge of rates and
divisions,with headquarters in Sem Framelsco admitted: "Gasoline

is one commodity that ought to be able to stand some higher level

of rates than the general level." (Tr.676, 1. 25). The same
witness admitted that his company'sﬁrinancial staﬁility and the

generel net operative results, miéht be greatly enhanced by a
general reising of the rate structures and rate levels. (Tr. 656,
1. 17). Mr. Hallwark also stated: "Generally, I think we are
generélly agreed that we ought to have higher rates, if they can de
gotten.” (Tr. 709, l. 25).

Wb are &lso mindful that all of the major lines in Calif-
ornia filed with thls Commission in September 1934, their spplication
19610 whereln they asked for a general incresse in rates and wherein

these rallways alleged:

"Thet at the present time carriers by stesm
rallroad are confronted with very substantisal
increases in thelr operating expenses, due prin-
¢ipally to an increased level of wages and in-
creased prices of material and suppllies, which
increased expenses will seriously impair their
finenciel resources sand threaten to impalr their
capacity to continue in the pudlic interest am
efficient and sdequate rellway transportation
service. It is, therefore, necessary in the pub-
lic interest, as well as in the interest of your
epplicents and other common carriers by railroed
similarly situated that increases in freight rates
and charges be made offective at the earliest
practicable date." ‘




IO, Lt e - B e vk mdsiben s

Mo [

e lmn—. I

TATE OF CALIFORNIA
DEPARTMENT OF CORRECTIONS
PRISON INDUSTRY AQTHORITY

Qertificate of Individual Microfilm or
Gther Fhotographic Beproduction

 Sedion 14755, Government Code

I, the undersigned, hereby certify to the following in connection with the accompanying

microfilm (photographic reproduction): . -

That I, Thomas Coupe', Industrial Supervisor, P.I.A. m.croqraphics or é Z&S&n '

employee in the charge of Mr. Coupe', have been provided with access to the records,:

‘documents, instruments, plans, books or papers (hereinafter referred to as "records")

of C, -I’D u (- i ‘ */ (’ /%] tor the purposes of‘

microfilming; that such access was provided with the co ent of. said person or entity,

that such records are xeproduced in the accompanying m:.crof.xlm, and that' each Depart-

ment of Corrections P.I.A. of the State of California repmoduction includes the following
identifying symbol, roll number Sz ﬂ ‘ ! 2 lg X

That pursuvant to delegation Qf‘ the Department of Corrections P.I.A., I am authorized to
direct and control the reproduction of documents and records of the Department or of
other‘persons and entities in the manner authorized by Section 14756 of the Government
COd». -and Section 1551 of the Evidence Code; Lo execute: certificates -as:required by
Sectisn 1531 and 1551 of the, Evidence Code; and to certify under ‘the official seal of
’t.he Department. '

That this micrqfiim of the above described recorxds was taken under my direction and

control on the date hereof and that it is a complete, true and correct ¢opy thereof;

That the microfilming or other photographic processes were accomplished in a manney
and on film which meet with the standard specification of the United States National
Bureau of Standards and A.N.S.I.

That this certificate was made at the time of the taking of this microfilm.

' '

WITNESS my hand and the seal of the Department of Corrections Pnson Industry Author:.ty

. day o ,1985 .

california

/

."f _!?.
Industry
avthority




STATE OF CALIFORNIA
DEPARTMENT OF CORRECTIONS
PRISON INDUSTRY AUTHORITY

Qectificate of Individual Microfilm or
| @ther Photographic Reproduction

o |  Sedion 14756, Gopermadt Code

I, the undersxgned hereby certify to the tollowxng in connection with the accompanying

microfilm (photographic reproduction): :

That I, Thomas Coupe', Industrial Supervisor, P.I.A. Micrographics or _é';z_zcm;n

employee in the charge of Mr. Coupe*, have been provided with access to the records,

documents, instruments, plans, books or papers (herelnafter referred to as *records")

of C_, p u g‘ — at‘ZC_'L ‘/ (/ torthupuxposec:A

microfilming; that such access was provided with the co ent of saild person or entity;

that such records are reproduced in the accompanying mlcrofllm- and that e¢ach Depart~-

ment of Corrections P.I.A. Of the State of California repwoduction includes the following
identifying symbol, roll number 32 ﬁ ‘ 3 [9. _

That pursuant to delegat;’.on ofl the Department of Corrxections P.I.A., I am authorized to
direct and control the reproduction of documents and records of the Department or of
othﬂr |pexrsons and entities in the manner authorized by Section 14756 of the Government
Code» -and Section 1551 of the Evidence Code; tocexecute 'cexrtificates ‘as:required by
Sectlon 1531 and 1551 of the Evidence Code; and to‘certlfy under the official seal of
vthe Department, 4 |

That this microfilm of the above described records was taken under my direction and

control on the date hereof and that it is a complete, true and correct copy thereof;

That the microfilming or other photographic processes were accomplished in a mannex
and on film which meet with the standard specification of the United States National
- Bureau of Standards and A.N.S.I.

That this certificate was macde at the time of the taking of this microfilm.

WITNESS my hand and the seal of the Department of Coxrections Prison Industry Authority

, day o f1985. . ‘

california




On Fedbruary 26, 1936, the rail respondents again filed
e similar application with this Commission (Sixth Supplemental

Applicaetion No. 19610), irn which they sought permission %o

continue in effect the vrevious increases which were authorized

for the period ending June 30, 1936. The carriers sought s
continuance of these increased charges because thei‘regarded
n W%% the continuence of these charges as absolutely necessary to
enable them more nearly to meet thelr increased sost of operation,
including the restored weges of thelr employes ***",  There is
nothing in this record to justify the conclusion that the rail
respondents are not still in need of increased revenues.

Upon the record in this case, end pursuant to the
rate meking provisions of the Public Utilities Act end the High-
way Cerriers' Act, 1t becomes our duty to prescride lewful ra€§;
which shall provide an equallity of tremsportation rates foxr the
transportation of property between ell competing egencies of
transportation. When we have done this, if we £ind the reasoneble
level of minimum truck rates is lower than the r%il rates so
prescribed, then the rall carriers shall be permitted under the
statutes to meet those rates but not to go below them. If,
on the other nand, after considering the full cost of operationm,
including the length of haul, any additlonal or accessorial
transportation service and the velue of the facillity reasonably
necessary to perform such transportation service, we find

that minimum truck rates should bde higher than!the reasonadble




rates prescribed for reaill, then the tank truckers shall be per-
mitted under the statutes to meet the lower rates prescribed for
the rails but not to go below tkem. i The Commission is empowered
to prescribe minimum rates below which these carrlers may not

go, and thereby demorallze the entire rate structure.

As to the common cerriers, the law now says that they
mey not establish less than maximum reasonable rates for the al-
leged purposes of meeting competition, which rates would be lower
in fect than the rates or cherges of competing egencies of trans-
portation for hire or the costs incurred dy privately owned

vehlicles.

Thus, the rall lines and commor cerriers by motor truck

are protected agalinst irrespomsible contract carriers snd their
prqmiscuous'rate-cutting policies, and the contract carriers are
llkewlse protected against reductions in rates by strongly en-

- trenched common cerriers who might be inclined to reduce rates
far below a reasonable basis and below the rates of their contract
carrier competitors, for the purpose of eliminating them from the
field of competition.

The preseat reil rates in California for petroleun and
petroleunm products are gemerally based on a scale of 8 cents per
bundred pounds per 100 miles, minimum 4 ceats. The rails contend
that these rates are not unreasonadbly low or insufficlent, and in

support of these contentions they have presented certain cost




studies which they claim show the cost of handling gasoline
traffio.

Two exhibvits were presented desling with the subject
of rail costs, viz: Exhidit No. 40 by C. E. Day, representing

Southern Pecific Company, and Exhibit No. S6 by C. G. Anthony,

representing Pacific Freight Limes.

Witness Day‘s exhibit 40 attempted to show that the
present rail rates are compensatory in that they net only pro-
vide revenue sufficlent to take care of out-of-pocket costs but
contribute to fixed expenses. This exhibit purports to Tirst
develop the out-of-pocket cost of bauling gasoline and then ex-
pands this out-of-pocket cost to full cost by the applicéxion
of a factor. This factor is the ratio that the out-of-pocket
expenses hear to the total expenses. It is understood that
these "total expenses"™ do not include dividend requirements, Iin-
terest-on obligations:gbond redemptions, taxes, and many other
items. The basic figures empioyed are taken Irom the annual re-
ports of the Southern Pacific Company for the yoears 1931 and 1934
a8 veling representative of current conditions. Analysis of general
gtatistics of the Santa Fe, Western Paclfic and Los Angeles & Salt
Lake railways have also been mede for comparison with the figures
covering Southern Pacific Company. Witness Anthony in his Exhibit
No. 56 did mot pretend to set up costs of his own. He simply took
Day's figures and made some unimportant revisions to indicate what
the costs should be using Day's theory.

The figures presénméd in these exhibits are the result of

taking aveiage costs of handling carload traffic over the entire




system of the Southern Pacific Company for the years 1931 and 1934.
It is assumed that the average cost of handling all traffic on the

Southern Pecific Lines (Pacific System), including operations in
the Séates of Oreéon, Célirornia; Nevaéa, Utah, Arizona and New
Mexico, represents the cost of handling gasoline traffic im Califor-

nia alone. Then, after these average system costs have been thus
develoved, théy are offered as representative costs of treffic
handled by +“he roilowing railroads:

A.T. & S.F. Ry.

L.A. & S.L. Ryc

Northwestern Paciflic R.R.
Pacific Coast Rallway.

Pecific Zlectric Rallway.
Sacranento Northern Reilway.
Sen Diego & Arizona Zastern Ry.
Southern Pacific Company.
Suanset Ralilwey.

Tidewater Southern Rallway.
Western Pacific Railroad Company.

The operating ratio of the Southern Paclfic for 1taventire
Pacific Syéﬁem as shown on Exhibit No. 40, Statement I, for 1931, is
65.29 per cent. According to the anrual réport of the Soutiern
Pacific on file with this Commission,,the earnings of this company
from freight traffic in Califormia for 1931 were $52,259,014. and

the expenses chargeedle to hendling this traffic amounted o

$40,332,163. The ratio of operating expeunses 1o earnings was
taerefore 77.2 §er cent for California compared with the averagé

used of 65.29 pexr cent.
The operating ratios of the more important carriers of

gasoline treffic are shown for the yeers 1951, 1932, 1933 end 1934
on Exhivit No. 12, an average from 72.88 per cent to 79.72 per cent




Tor the handling of all traffic in California, from which it is
apparent thaet the average costs of handling all traffic in Cali-~
fornia are much greater than the average costs of handling all
traffic on the several systems. |

In-arriving at their costs the rails have arbitrarily
apportionad coertain items of expense to what is termed the "amount
arfected by added traffic™, and finally arrived at a cost of 0.968
mills per gross ton mile for the cost of hendling added traffic.
(Exhidit 40, Statement III, page 2.) The alleged "direct cost"
of randling gasoline for the averagé distance of inérastate Cali-
fornia heaul of 85.25 miles of &ll the rail lines, shown on Exhibit
No. 31, is then shown in Exhibit 40, Statement II-C. This cal-

culation of “approximate™ cost based on Southern Pacific average

system costs"ror the han&ling of freight of every kind end descrip-

tion is then applied to hauls of varying distences for a tank cars
of 10,000 gallons capﬁcity. The gross ton miles the gasollne 1s
supposed to move 1s multiplied by 0.968 mills per gross ton mile
and the cost of moving gasoline is then approximated. The figures
arrived at by the employment of these methods furnished us 1o help
in the erection of a structure of reasonably compensgtory rates.

The respondent rallways have assumed that the cost of
nendling ell trafric in California 1is the same a3 the cost of handling
all traffic throughout the entire Pacific System of the Southeran
Pacific Company, and this is not a fact. The respondent railways
have assumed that the cost of hendling short heul traffic throughout




California is the same as the cost of handling long heul traffic
throughout their entire system, This conclusion 1s contrery to
the testimony of C.E.Day, thelr own witness who presented the
¢ost studies for the railways, to the effect that it cost from
two to three times as much to handle short haul traffic in way-
freight trains as 1t costs to handle freight in through Lreight
treins, the latter lower costs being included In the so-called
system averages. (Tr, p. 979)

Still, we £ind the rallways using the average cost.perf

gross ton mile for the entire Pacific System of the Southern Pacifiec
lines in their attempted determination of the "direct™ or out-of-
pocket cost of handling short hewl traffic moving in way-frelght .
trains in Celifornie, Correspondingly, we find in Exhibit No, 31
of the respondent railways that out of a total of 750,881 tons of
gasoline moved by the rails in Callfornias, more than 300,000 of
these tons moved disténces less than 90 miles, end that approximately
350,000 of these tons, or nearly ome~-helf ¢f the ralls’ entire Cali-
fornia petroleum traffic, moved less them 60 miles. Obviously,
these short haul wey-Ifreight costs, either direct or out-of-pocket
costs or full costs, cannot be accurately approximated by the use
of any system average cosis.

The costs computed along the lines indlcated are neityer
the actual out-of-pocket costs, mor do they represent the full costs,
in eny respect, of ithe Southerm Paciflc, or of the Senta Fe,Western

Pacific, Los Angeles and Selt Leke, San Diego and Arizona Bastern,




Noxrthwestern Pacific, and the numerous other rall lines handling

gasoline in California.

Counsel for the rail lines admitted that it is Impossible

to ascertaln the cost of harndling a particular commodity moving in
trains handling countless other cormoditics of Aifferent volume,
size, welght and transportation characteristics, and all moving in
different classes of equipment; and one of the principal traffic
witnesses (Hastings Tr. 626 1.9 et seq)for the rail carriers admitted
that a reasonable rate could never be measured on the bhasis of

system average earnings.

This method which was used herein by the rails in arriv-
ing at the purported costs of handling gasoline traffic was resorted
%0 by the regulatory Department of the State of Washington and was
condemned by the United States Supreme Court in Northern Pacific

R, Co. v, Department of Public Works, (268 T.S. 39, 69 L. ed. 836).

The rail lines in +that proceeding objected to the use of system
averages by the Washington Department as a basis for predicating the
cost of handling logs within the State of Washington, In condemning
the action of the Washington Department, the U,S.Supreme Court,
speaking through Mr. Justice Brandels, seid at pages 43 and 44:

“Me Department's findings concerning operating
costs.rested largely upon deductions from data found
in published reports of the carriers and in thelr ex-
hivits filed in this case. Instead of ettempting to
show by evidence, reasonably specific and direct, what
the actual operating costs of this trafflic was to tkhe
several carriers, the Department created a composite




figure roproscnting the wolghted averago operating
cost per 1,000 grosse-ton miles of all revenue
froight carried on the four systems, and made that
figuro a basls for estimating the o¥eratins cost
of the log traffic in thhington.(4‘ This was
clearly erronoouse.

A preclse issue was the cost on each rallroad
of transporting logs In carload lots In Western
Washington, the average haul on each system belng
not more then 32 mllese In using the adbove ¢com-
posite figure In the determination of this lssue
the Dopartment necessarily Ignored, in the first
place, the differonces In the average walt cost
on the several systems; and then the differences
on oach In the costs Iincldent to the different
classes of traffic and articles of merchandlse,
and to the widely varying conditions under which
the transportatlion is conducted. In this wunit
cost figure no account 1s taken of the differences
In unlt cost dependent, among othe? }hings, wpon.
differonces in the length of haul;lS) 4n the charace
tor of the commodity; in the configuration of the
country; in the density of the traffic; in the
dalily loaded car movoment; in the extent of the
empty car movement; In the nature of the equip-
ment exployed; in the extent to which the equip-
mont Is used; In the expenditures raogulired for
its malntenance. MNain line and branch line
froight, Interstate aand Intraatate, carload and
loss than carload, are counted alike. The
Department's error was fundamental in 1Ts nature.
Zhe use or this factor in computing the operating
costs of the log trafiic vitlated the whole process
of reasoning by which the Department reached its con-
clusione”

The figure takan for the Oregon-Washington was
the average cost per 1,000 gross ton-miles of that com-
pany -= not of the whole Union Pacific Systeme The lines
of the Oregon-Washington are located In three states,
with an aggregate of 2,218 miles of road."

"s) On the Northern Pacific the average lengtin of
haul of all its intrastate traffic in Washington was 99
miles; of all its traffic in Washington, interstate and
Intrastate, 142 miles; of all 1ts traffic on the whole
system, 334 milese Compare Shepard ve. Northern P.R. Cos
184 Fed. 765, 781, 782.%

(Emphasis supplied; For convenlence in copying
and printing, we have added the Qourt's footnotes to
the quoted portion of the Court's. decision.)
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Thus we see that the error of the Washington Depart-
ment was so serious es to vitiate "the whole process or‘reason-
ing by which the Department reache& its conclusién;" In making
this error, the Washington Department took the systém averages
for four railways and appliéd the aggregate system averages to
the transportation of logs on‘each of these four rallways re;
gardless of oporating conditions. This mistake conatituted
reversible error. _

Showld the California Commission accept the conelu-
sions afforded tirough the methods adopted by the rails herein
our error would be even worse than that which has just been
outlined by Mr. Justice Brandels. In the instant cese, the
witness, C. E. Day, testifying for the reils, bas taken the

entire system avereges over the Pacliflc System (6 Western

‘States) of the Southern Pacific éompany, and asks the Com-

nission to apply these everages to the intrastafe petroleum
movezment not only of the Southern Pacific Company in Californis
but to 10 other Californie operating reilways, three of which
ere olectric lines (Pecific Electric Railway, Secramento North-
ern Railwey, midewster Southern Rgilway), one a nATXTOW gauge
(Pacific Coast Railway), one steamroad‘ﬁow in the hands or‘
trusteeship under the federal Bankruptey Law (Western Pacifio
Railroad Company) snd two other stegmroads (Nbrthwestern
Pacific Railroad and Sen Diego end Arizone Eastern Rallway)
whose reports to thls Comni ssion ;how severe losses and préc—
tical depemdence upon the Southern Pacific Company wh;;h owns

thqnm.




If the Washington Department were wrong in attempiing
to oompute‘its cost of service on a basis of system averages
which did not reflect the costs of a particular commoditj for
varying hauls under different circumstences, then the conclusions
reached by the rail carriers in this petroleun case in estimat-
ing their costs upon even more fallaclous theories can not be
accepted by this Commission.

Chaft A, hereto attached, graphically depicts im
addition to certain other data, the results of the Day and dn-

thony stidies 0 rall cOsSy Thie chart also shows ‘the current

rall rotes now in effect plottéd' for & number of representative
heuls. & glance at this chart is sufficient to arouse nisgivings
as to these rail cosfs. The carrent rail rate on a 300 :n'nq,naul
is indicated at sbout 25 cents per hundred pounds. But Mr..Day
ha& drawn a line which indicates that the reil costs, including
fixed expenses, are 15% cents less than the current rail rates
on a 300 mile haul, to-wit 9% cents. It 4s not reasonable to
suppoae that this apparent dirrerenco ot 15% cents per hundred
pounds is actually avallable ror dividends, interest om obliga-
tions end taxes. In complete refutation of such comelusion, the
ovidence without contradioction has characterized the ocurrent
retes as belng loss than fully compensatory rates. Therefore,

wo are forced to thm conclusion that the se ‘alleged rail costs,
including fixed expenses, which have been established‘by Day

at 9% cents per hundred pounds for 300 miles, are inm fact 38 per

cent of the current costs and that even these current oosts are

lacking many elements that should‘beubreseﬂt in rully‘compenéatgry

rates. Thiz brief amelysis ifllustrates the Impossibility to
attach wéight to the studles and .conclusions of the Witnesses Day

and Anthony regarding ruil costs.
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It becomes evident that both Day and Anthony were in

error in basing their costs upon system averages for the following

Teasons:

1, Obviously long hauls from, to, and through
California, Oregon, New Mexico, Arizona,
Nevada and Utah reduce aversage costs per
gross ton mile,

Trein service expenses in these states are
less than they are in California,

Station expenses are hlgher in California,

The average length of Californie intrastate
reil henl of gasoline is 85.25 miles - much
shorter than the distance from San Framcisco
to0 Ogden or from Los Angeles to Albuquergue,
New Mexico. Short haul costs are greater
pexr ton mile than long haul costs,

Gasoline does not move in traln load lots,
and seoldom on through tralns, but doos move
in way-freights. The cost of moving gasoline
by wey-frelghts is adnittedly higher than on
through trains,
It must be remembdered that this is not a case whereln
we are called upon to Jjustify or susperd "out-of-pocket™ rates

invoxed by a carrier to meet unregulatéd éomggtition; nor are we

really concerned herein with the size and characteristics of

actual or alleged "out-of-pocket™ costs. We Tepeat that the

specific purpose of the Commissidn in this case is to fix reasonable,

sufficient and non-diseriminatory rates for rajils and tank trucks

in the movement of refined vetroleum products within Californlia,

Therefore the evidence, even if it were accurate, that was offered
to establish direct or “out-of-pocket™ costs, standing alone and
without the necessary aﬁplirication of every cost, including
interest on investment, dividends, bonded redemption, taxes and all
the other actual rate making items, becomes unavalling in dbte:mining
the specific issue herein.

We are here concerned with the stadbllity and perpetulty

of the entire transportation industry,. Stability and




nerpetulty cannot be attalned unless carriers can meet their
fixed charges, bond interost, and earn reasonable dividends
for thelr stockholders on the fair value of thelx properties.‘
The Intexrstate Commer¢e Commission has placed a value
of $982,783,568 on the Southern Pacific operative properties in
California, not irncluding working caplitel, The bond and stock-
holders were, therefore, entitled to receive gpproximately
$35,000,000 on their investment, in 1934, in California. A
witness for that company testified that the entire system (six
Westera States) only had a net earaing of $17,000,000 in 1934,
of which 40 per ceat or $6,800,000 would be the amount to be
redited to Californie if we use the rate ol return allowed the
railroads by the Interstate Commerce Commission., Furthermore,
the testimony indicates that the Southern Pacific Company was
$55,000,000 short of making a feir return on the entire system.
The last dividend paid dy Southern Pacific Company was in 1929,
A reasonable ratp is one that will produce as nearly
as possidle’ all expenses, including a falr end Just proportion
of Tixed cherges, overhead, bond interest, and all other charges
the nature of the traffic will permit, It is clear that the
reil rates do no: measure up to this standard, end are less than
just and reasonably compensatory and are not sufficient to meot
all costs fairly chargesbdble to the transportetion 02 refined
petroieun products. Nowhere ‘n the celculations of the re-
spondents is eny allowence made for fixed charges, bond interest
and reasonedle dividends. The question to be determined is what
ere Teasonable and sufficient rates for rall service.
The nature of the traffic, the needs of commerce, and

pudblic interest do 20t require the continued maintenance of less

then ressoneble and sufrficient rates, except in_cases vhere the




minimum truck rates, which wo shall prescridbe, are lowér. On <the
contrary, public inverest requires that rates be stabilized and
put on & roasonebdle ond sufficient basis, and that both forms of
transportation be mermitted to function properly.

It is conceded in briefs of the rail respondents, ana
testimony of witnesses, that trangportation costs of a single
commodity of commerce moving Irn & great variety of trains, under.
widely varying conditions, such trains containing innumercble

ther commodlities requiring different types o oquipment, cannot

ve accurately determined. We must, therefore, be guided largeiy

by regulatoxry bodies and published

N

by comparisons of raves fixed
and moeintained. by the carriers themselves belfore these rate.swaXse
started.

In the case of Biré v. Southorn Pacific Compvany, et al.,

(83 C.R.C. 259), decided Junme 18, 1929, the complainents atiscked
a rate of 56 cemts per 100 pounds In effect prior to Auwgust 20;
927, ané 45 cents per 100 pounds in effect subseguent to that
, Tor hauls rorging from 218 to 237 mlles from the Los

ingeles Basin ares to Twperizl. In that cese, the Commission
found the rote of 56 cents pexr 100 pounds to be unreasonable or
shipments moving prior to August 20, 1927, but found that the'l
rate of 45 censs for 100 pounds in effect taecrealter was nol unp-

reasoneble. Our conclusions that the rate of 45 cenls wes not

uareasoneble were based largely on our findings in Richfield OIil

Compeny v. Sunset Reilway Comneny, et al. {24 C.R.C. 786),

docided April 2, 1924, In that ccse, notwithstanding a vigorous
defense oy the ruil corriers of their thon existing rates, we
waduced the rate from Bakersfield to Modesto for a haul of 200

miles from 45% cents per 100 pounds to 40 cents, and for & haul




of 229 miles from Bakersfield to Stockton we fixed the rate at
45 cents, and for a hawl of 235 miles from Bakersfield to Red-
lands, involving the movement over the Tehachapl Mountains, we
fixed a rate of 51 cents. Thus, from 1924 to 1929, it may be
said safely that for a haul‘approximating 225 miles, a rate of
45 cents for 100 pounds was within the zone of reasonablenesse
In this same cese, Richfield 011 Company v. Sunset.
Railwex_Coﬁpggg; et al., supra, for & haul of 63 miles from

Bakersfield to Tulare, we condemned as unreasonable a rate of

21} cents end prescrided as reasonable a rate of 18% cents. For

a haul of 87 miles from Bakersfield to Hanford, we found that a

rate of 24% cents was not unreascneble, and we, llkewise, found
a& not unreasonadble a rate of Z9 cents for a haul of 107 milee
from Bakersfield to Fresnoe. For a haul of 209 niles rrom Tart
to Merced, we condemned as unreasonable & rate of 47% cents ror.
100 pounds, and found a reasonable rate to de 39 conts. For a
heul of 345 miles from Taft to Woodland, we presoribed a rate of
55% cents us reasonable, contrasted with a rate of 64 cents i
effect prior to this decision. |

In Richrfield 01l Company v. Sunset Railwgz;pompan14>et

al., supra, the compleinent attacked the rates on petroleum pro-
duots, ineluding gasoline from Kerto, Taft, Fellows, Shele and
Bakersfield to los Angeles, ror'diatances varying from i69 to

215 miles. The complainant insisted that a reaaonable rate would
be 25% cents pex 100 pounds rrom.Bakererield to Los Angeles, as
against an ezistins rate of 45w eente. We condemned the rate of
45% cents from Bakerafield to Loa Angeles, and found ae:reaeonable

for the baul of 169 miles a rate of 38% centa per 100 pounds,
while Trom Taft and Kexrto to Les Angeles we condemned a rate or

50 cents per 100 pownds apd found as reasonable a rate of 4li cents

per 100 pounds for hauls of 209 and 215 miles, respectively. In

e




that case, the defendants introduced numerous comparisons of rates
fron. San Francisco Bay refineries in Justification for the then
existing rates from the Bakersfield area to Los Angeles. These
comparisons were largely for valley hauls, where the rates ranged
from 33% cents per 100 pounds for a haul of 141 miles, Avon to Chico,
to 384 cents for a haul of 190 miles, Richmond to Fresno. The com-
plainant relied, in Justification for its demand of & rate of 25%
cents from Bakersfield to Los ingeles, on a rate established by this
Commission.in Ventura RetiﬁingﬁCompggx V. Southern Pacific Company
and others (17 C.R.C. 328), decided October 3, 1919, in which ocase

we fixed a rate of 7 cents per 100 pounds from Fillmore to Los
Angeles for a haul of 55% miles, and 8 cents for a haul of éz'mileu,
Fillmore to Slauson. These rates were established before the war-
time increases and reductions, which resulted in changing these
rates to 13 cents and 14 cents per 100 pounds, respeoyivelya o

In Richfield 0il Company v. Sunset Railway Company, et al.,

supra, we had under consideration rates on petroleum.and-petrbleum>\\\
products from XKerto and Taft to Bakersfield of 13 and 16 cents per B
100 pounds, respectively, for hauls Of 39 and 46 miles, respeotivelys
In that case we found these rates not be be unreasonable. |

In Guardian Gasoline Corporation, et al v. Sunset Raiiwax

Company, et al, (26 C.R.C. 598), decided June 15, 1925, the com-
rlainant attacked a rate of 48"cents Per 100 pounds on casinghead
gasoline from Pentland to Los Angeles as unreasonable. A ¢o-
c¢onplainant in the same prbceeding attacked the ;atg of 60y cents from
Fellows to Los angeles. In that case, for haul;'rrom 200 to 220

miles, we pfescribed a raté of 43% cents. per 100ipounds,

In Standard 0il Company v. Sunset Reallway Company, et-al,,

(26 C.B.C. 900), decided August 12, 1925, we condemned a Tate of 63
cents for a haﬁl of 344 miles, Taft to Richmond, and preacribed in

lieu thersof, as just and reasonadble, a rate of 56% cents.
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In Union 01)1 Company v. Southern Pacific Company, et al.,

(30 C.R.C. 226), decided July 21, 1927, we found that a.rate of 433
cents for a Joint movement via the Southern Pacific and Tidewater
Soumhern‘Railwgy-rron.Coalinga to Aurora, 186 miles, to be unreason-
able, and found as reasonable a rate of 4% cents per 100 pounds.

In Assoclated 01l Company, et al., v. Southern Pacific Cqme

pany, et al. (33 C.R.C. 581), declded Septomber 27, 1929, we upheld
as. not unreasonable retes of 1l cents, 13 cents and 13 cents, re-
spectively, per 100 pounds, from Wadstrom to Los Angeleg,xpl Segundo
and Watson, respectively, for distances of 79, 95 and 96 milea,;iq-
spectively, for the movement of casinghead gasoline. We rou#d the se
rates not to be unreasonable largely because they were lower for
comparable distances tham the rates prescribed for the movement of

gasoline in Richfield Oil Compeny v. Sunset Railway Company supra,

and because they compared favorably with what the rates from 2111-
more to Los Angeles would have been consideripg\thqfgepgrg;;wéx- :
time increases and reductions addgd to the xgtes:preppribed by.us.
in Ventura Refining Company v. Southern Pacific Company, ot ai.
(17 C.R.C. 328).

ResPéndént truck'operatorq' wao are complalning agalnst

the low level of rail rates have dixfoa_ctqq our qttontiou in thqir

exhibit No. 15 to the scale of maximum reasonable rates prescribed
by the Interstate Commerce Commission in Mounvain-Pacific Ol |

Oases, (192 I. C. C. 599 - 650), declded May 2, 1933.

We have analyzed this decision, -- not only the majority
opinion, but the dissenting opinion of Commissioners Porter and
Tate, who opposed the reduction in rates ordered inm this case.
Commissioners Meyers and Mahaffie elso dissented but did not expreas
the grounds of their dissent.

Compaging rates which we have prescrided as reasonsble as
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well as those found 1ot unreasonable with the rates prescribed by

the ‘Interstate Commerce Commission inm the Mountain-Pacific cases,

we £ind that for distances comparsble to the haul from the Los

sngeles Basin area to Imperial, for which we preseribed a rate of

45‘cen£é, the Interstate Commerce Commission has prescribed rates

of 395 and 40 cents.

‘For the haul of 200 miles from Bakersfleld to Modesto,
for which we prescrived a rate of 40 cents, the Interstate Com-
merce Commission prescribed a rate of 37 cents. ‘

. For a movement from Bakersfield to Stockton, 229 miles,
we prescrided a rate of 45 cernts, and the Interstate Commerce
Commi ssion prescribved a maximum reasonable rate of 40 conts.

For the haul from Bakersfield to Redlands, over the
Tehachapl Mountains, 235 miles, we fixed a rate of 51.cents, while
the Interstate Commerce Commission, which apparently 4id not con- |
sider specific Instances of mountaln cperation, fixed a rate for
this longth of heul at 41 cents. | |

As contrasted with a rate of 18% .cents, which we pre-
soeribed from Bakersfield to Tulare, 83 miles, the Interstate
Commerce Commission established a rate of 22 cents.

~ We found a rate of 24% cents was not unreasonable ‘for
a haul of 87 miles from Bakersfield to Eanford., For a s;milar :
distance, the Interstate Commerce Commission preséribed;g rate
ol 26 cents.

For a haul of 345 miles, Teft to Woodland, we found a.
reasonable rate to be 55% cents, while the Interstate CQmmeroe
Comnlssion prescrided a rate for that distance of 47 cents.-

| As against a rate of 38% conts, whiph we prescribed
from Bakersfield to Los Angeles for a,distanbé,or 169 milés, the
Intq:state Commerce Commissioﬁ-preééribed a rate of 34 cents, -

This Commission réfuéed’to consider as a proper com-
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porison & rate of 7 cents fixed by us from Fillmore to Los Angeles,
55% miles, end & cents from Fillmore to Slausonm, 62 miles, which
rotes were fixed in 1919, and did not includeithe war time in-
creases at the time the comparisons were made by complainant in

Richfield 01l Commany v. Sunset Railway Company, et al., supra,

We there stated that the compared rates from Fillmore should be

considered in the light of war-vime Incresses, which resulted in
2 rate of 13 conts to Los Angeles and l4 cents to Slauson. Com-
pering these rates with what the Interstate Cormerce Commission

proscerided in tihe Mountain-Pacific Cases, supra, we find that the

rete preserided by the Interstate Commerce Commission in the
Yountain-Pacific Cases, for the same distance as rillmore to Los

Angeles, would have been 81 cents per 100 pounds, and for the

dfstence from Pillmore to Slauson the Tate would have been 22

cents per 1od pounds,

Our attension has also been called to the decisions of
the Interstate Commerce Commission relating to rates on petroleum

nroducts in Refined Petroleum Products in the Southwest (171 I.C.C.

381), and decided Jomuery 5, 193%, and (174 I.C.C., 745), decided
June 2, 1931, Comparisons ere shown between the mates {inally

prescribed dy the Interstate Commerce Commission on further con-
cideration in 174 I.C.C. 745, and with the rates proposed by the

resl lines as roported im thot case, In the Yountain~Pacific

Cases, supra, b wes stated thet the Interstate Commexce Commission

held in a number of cases thst, -
n% K ¥tmapfie obther than in agricultural
commodisies in Mountain-Pacific terrltory
may well take rates about tweniy per cent
higher than in the Southwest.” (Page 645)
The Mountoin-Pacific decision was rendered by the Inter-
state Commerce Commission May 2, 1933, and there was no evidence offer-

ed herein thet transportetion comditlons had so changed since any of




our decisilons or those of the Interstate Commerce Commission were
rendered thet would justify slashing all rates to the present low
level. As before stated, it was admitted that in the abszence of
ucreguleted truck competition the vresent rail rates would not de
meintalined.

Now thot the truck competition is regulated and we will
£ix minimua rates for trancportation by truck, no Justification
will exist in the future for rail lines to reduce otherwise reason-
able rotes below the minimum truck rates for the purpose of meeting
competition.

Following hereinafver is Table VII, which Iis a statement
of retes proscrided by the Interstate Commerce Commlisslion in Mbuﬁtaggf

Pacific 011 Cases (192 I.C.C. 599), decided lMay 2, 1933, compared

-

with rates prescribed by the same Commlsslon In Rates on Refined

Petroicun from to and between Pointc in the Southwest, Rate Structure

Investigation Part 4-A, Docket 17,000, (174 I.C.C. 745)}. It has

been held in a aumber of cases by the Interstate Commerce Cormission
and similarly has been advanced by the rail carriers, that the rates
in Mountalin-Peclfic territory should ve approximately twenty per

cent higher +than the rotes in Southwestern territory. Correspond-

ingly, wo have increased the column of rates under "Southweostern

Scalem le VII, to afford vetter comparison with the "Vowntain-

Thece scales of rates are compared with rates for

voerying distances prescribed by this Commission in the several cases

*

mentioned in Teole VII.

Tt will be noted thot in some Instancos the interstate

scalez are higher, =nd in some cases lower, than rates for'




comparadble distences prescrived by this Commission. The rates for

the short hauls, up to 50 miles, are substantislly higher than the

few rates for these distances whaich have been prescrided by this Com-
mission., This is particularly true as to the Mountain-Pacific scale
which the Interstate Commerce Commission fixed for interstate'ﬁbve-
ments in that territory, which includes California.

The amount of refined oil products consumed in the several
states embraced within the Southwestern texritory is not disclosed in '
the declsions of the Interstate Commerce Commission iavolving rates in
that territory, (171 I.C.C. 38l; 174 I.C.C. 743), but it is apparent
that for the yeers considered in those decisions the volume of petroleun
traffic to, from and between points in the entire territory was grestly
in excess of the movement in California, However, it is also apparent
fron the record before us that the movement of petroleunm products'in
California is greatly in excess of the petrolewm traffic in the other
states comprising the Mountaln-Pacific group,

Since the volunme aﬁ& density of traffic is an important con-
sideration in the flxing of reasonable freight rates, we do not believe
that we should be guided entirely by the rates fixed by the Interstate

Commerce Commisslion for simlilar distances in the Mountain-Pacific

Cases, and that for Intrastste transportation in Californfa, reasonadle
and sufficlent rates, particularly for short hauls in the densely-
populated sections, can_reasonably Ye lower then the maximum reasonabdle
rutes prescrided by the Interstate Commerce Commission in the Mountain-
Pacific Cases, We shall hereinafter prescribe reasonable and sufficlent
rates for the commodities here at issue, glving due regard to the

naintenance of long estadlished groupings of origin points,




TANXK TRUCK OPERATIVE COSTS

By way o2 concluding the twofold problem involved 1n this cese
we advert to the'question of tank truck costs in order to rix just gnd
reasoneble minimum rates for all highway tanmk truck carriers subject to
regulation under Chepter 223, Statules of 1935, for the transportation
of refined petroleum products over the highways within this State.

Five stu&}es or estimates of cost of moving gasoline by

notor truck were introduced in evidence.

The witness K. J. Mlze, Avditor for Lapg Tremsportation Com-

peny, submitted a tadulation (Exhibit No. 1) wﬁich consisted of a con-
solidated statement of the reports of revenue and cgst of operatign
made by fifteen tank truck operators upon & cuestionmaire blank fur-
nished by the Commission. No attempt was made to enalyze the baqis
for certaln erbitrary charges. The ;eturns are lncomplete in some
instarces. Ebwever, the presentation 1s of velue in showing a broad
pleture of the records of what appear to bve representative operators.
The reports show that the average cost of operation is 24 4 cents per
mile and the average revenue 24.5 cents per milo. The totel annual
profits for the fifteen reporting tank truck operators 1s $22,467 16
upon & reported investment of $1,928,339.87‘— a return of 1.17 per cent

per amnum, A,
C. G. Apthony preseated & study (Exhibit No, 4) showing the

rocords of the cost of opersation orf zl gasélino and 19 Diesel truck end
treller units of the Pacific Tenk Lines. The results were sumarized
in & teble showing the cost per mile for gasoline and Diesel engine
trucks for verious miles per day. The cost per mi;e for the stated

average daily mileage (170) was shown to be $.22229 for Diesel engine
trucks end $.25570 for gesoline powered wnits. It would appeer from

this showins that Diesel units cost 13 per cent less per mile to operate
then gasolire urnits. However, Mr. Anthony contended that this .differen~




tiel will be short-lived. At present Diesel fuel is tax free but, in
his opinion, wili s00n be taxed. Also, because of a limited supply,
it is expected that prices at the refinery will soon be increasedfll)‘

He also pointed out that in his opinion rates should be predicdted upon
gasoline equipment rather than upon Diesel as the former predominates.

In this study costs per mile for various miles per day were based upon.
the average of 306.S5 working days per year.

The Commission's Engineering Division, through Fred H.
Chesnut, Assistant Engineer, presented a cost study (Exhibit Nos. 16
& 16A) whick was the result of examination of conditions under which
gasoline is transported in trucks in meny parts of the stete. A large
quentity of cost data was collected and analyzed. Over 200 truck units
engaged in this type of operation were involved in the study.

This report sets up fixed and varlable costs for plant
facllity as well as contract carrier operations. The verious items are
each supported by exhaustive data and the conclusions arrived at are
the result of careful thought. A summary is appended to these studies
showing the estimated cost for valley roads per truck mile, per tom, °
per 100 pounds and per ton mlile for various hauls from 15 to 350 miles
in length. The subject of tze obstruction 10 truck operation caused
by mountainous roads has beer glven comsiderable study. In consequence
of this study we recommend certain modifying factors to be applied to
valley costs where mountaln roads are encountered. A table of spéci:ic
mountein roads 1s appended together with the ratios or factors to be used.

The item of depreciation has been given special stuldy, and

recognition has beer given in the estimates to the fact that the chaxrge

per day for deprecistion should be Increased as the number of miles

(1] Testimony of C. G. Anthony (Tr. P. 187, L. 135, et seg.):
" ¥%X the price of Diesel fuel will rise rapidly because only &

very small percentage of the run of a barrel of oll through
e refinery produces Diesel fuel, only about S per cent is
obtained from a barrel of oll in a cracking plant."




Tun by the truek per year increases. The level of costs set forth pur-
port to be the lowest which will provide a remunerative return.

C. G. Anthory presented another c¢ost study (Exhibit No. 54) in
which he set forth additions which, In his opinion, should be made to the
estimate prepared bty Mr. Chesnut (Exhibits Nos. 16 and 164). Severalf
recommended additions seom proper and recasonable, such as cost of tax
accountving, compensation insurance, additioral public lladbility and
propexty damage Irsurance, and cost of dead-head mileage. On the other
heand recommended increase in drivers' wages fron $.63 per hour to $.74
per hour 1s not supported by this record. The éddition of $7és pér yoeax
to take care of return on capital linvested in other than vehicles
appears excessive. The last Iltem 1s particularly out of line as it
assumes an Investment of $9,072. per truck end trailer unit in addition
to'the-investment of 310,375.00 per unit already set up by'Mr. CheSnut.
Also an addition of $.0132 per mile is recommendéd by Anthbﬁyvfb provide
a total of $.0427 per mlie for repairs and mainienance. Chesnut's

studies show reports Irom tweanty operators running ‘a total of over

fiftecn mililon truck miles which demonstrate an expense for this item |

o only $.0289 per mile.

4% a later date in the procecdings C. C. Anthony sudbmitted
still another cost study (Zxhibit No. 55). In this study Mr. Anthonj‘sét
forth an estimate of the ¢ost of vransporting gasoline for various lengths
of haul and = recommendation of the rate of charge required to return
vhils estimated cost plus a profit. These estimates are based‘in part
upon the data developed im his study of the Pacific Tamk Lires, and in
vart upon facvors developed by Mr. Chesnut in his study.

In Zxhibit 55 Mr. Anthony assumes a use factor of 277 days in
spite of the fact that records covering Pucific Temk Lines, as submitted
by bim (Zxhivit &) showed an average of 306.5 days. He also changed

the basis of the driver's wages from $.036 per mile to $.75 per hour
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($.036 per mile represents about .55 per hour). This increase was made

upon the expectation that operators would be required to pey the higher

rate in the near future. Tﬁe‘rixed charges per day were imcreased by

Anthony from $10.92 to $13.50 (24.2 per cent increasé) by amell additions
to several items. Finelly, = tabie was compiled by Aﬁthony showlng
rates pecessary to return a profit for various lengths of heul.

The method thus edopted by Anthony of compiling the figures and
certein of the assumptions mede are subject to the rollowing objeétions:

(1) By assuming that the item of deprecietion is a
fixed emount per mile ($.02817) a serious inconsistency
is dbrought adbout. TFor a length of haul o2 between O and 5
miles the effect is to assume that the vehicle will be in
service 29.4 years; for hauls between 15 and 20 miles,
16.5 years; and for heuls of 75 to 80 miles, 7.56 years.

(2) The item of profit is celculeted by the use of.a
90 per cent operating ratio applied to the costs before.
taxes. This produces an annual profit which Increases
Trom $880.00 for & O to S5 mile haul (8.54 per cent on .
total investment in vehicles) to 31,440.00 for hauls of
from 75 to 30 miles (13.93 per cent return). By this
method the rate of return rapidly increases as the length
of the haul increeses. The rate of return of 13.98 per
cent, for exemple, is subject to eriticism for the resson
that no allowance has bHeen made for the constantly devrecia-
ting velue of the equipment. A return of 13.98 ver cent
upon the full value of the e¢uipment is eoual to spproximate-
ly 28 percent return upon the average value of the vehicle.
throughout Lts life. Rates predicated upon such a return
would be excessive. . : o

A full consideration of all of these studles on tank trﬁck-
operative costs Justifies and necessitates certain revisions in the
conclusions expressed in the studies of Engineer Chesaut. They'gre:

.l. Investment.

Chesnut has shown & return of 8 per cent of 50 per
cent of the Investment in vehicles, less tires. This is
not enough. We have allowed a return of 8 per cent of
SC per cext of the investment in vehlecles, including
tires, and in addition thereto a return of 8 ver ¢cent of
50. per cent of the investment necessary in mechirnery,
tools eand equlipment. We have also allowed 8 per cent
uoor the working cepital necessary to operate the business.
We belleve that the factors of hezard, obsolescence, . .
and competition werrant thils rate of return, as a mimimum.




Days in Service per Year

Chesnut has estimated 277 days in service per year,
Anthony sbows 308.5 days in service per yeer in his
Exhibit No. 4, Besed upon date of actual operations
reported, the corrected average becomes 298 deys in
service per year, which we have revised to the figure
of 300 days in service per year.

Insurance

‘ Additions have been mede to Chesnut's estimates fox
insurance ¢ost in the item of public liadvllity and by the
addition of a new item of compensation insurence covering
mechanics and clerks.,

Drivers' Wages

The record shows that $.75 per hour has become the
standard wage for drivers in the San Francisco Bay ares,
Port of Stockton, and Port of Los Angeles; and that an
average of adout $.55 per bhour still odtalus in certain
interior points, We nave increased Chesnut's estimate
of drivers' wages from £.63 per hour to $.67 per hour,

{ver-head and-General

Chesnut's original estimate was $2,440 per unit per
year. Anthony's estimate was $2,180 per unit per year,
" TUpon detailed examination of all of the Ligures used in
these two estimates we have reduced this estimate of over-
head and genersl expense to $2,000 per unit per year.

Repairs and Xalntenance

A study and comparison of Chesnut's estimate of $.0295
per mile with Anthony's estimete of $.04277 per mile Justi-
fies tne conclusion that the aversge cost of repalrs eand
maintenance should be $,0325 per mile,

Dead-head Mlles

The record requires the reasonéble addition of 15 miles
per day to the estimates of Ingineer Chesnut to tuke care

of dead-head miles,

In this case, predicated upon convincing cost data, the
Commlssion has determined rates which will be necessary to return to
the highway contract and radisl highway common carrler, Es defined by
the HEighwey Carriers' Act and engaged in hauling refined petroleum

products in tank cars, their full cost ocn a falr compensatory besis,

These rates we shall £ix as minimum rates for these tank truck operators,




below which they wlll not be permitted to go, excepting to meet the

rates of the rall carrlers which heretofore have been determined in
compliance with the leglslative measures hereinbefore fully discussed.
We bellieve they should be sufficient under competent and economic
management. We do not bellieove that they are sufficiently high to
war:ranﬁ any speculation or epprehension that plant facility trans-
portation will invade the field. |

The rates which we have heretofore determined in this
decislon for the rails are fully justified and compare favorably with
rates approved by.this Commlssion and the Interstate Commerce Commission
in previous rete cases. Of course, the rails will be permitted to
meet the minimum rates fixed for the tanmk trucks. It is, therefore;
self evident that the golng rates for refined petroleum products in
Celifornia will be the minimum tank truck rates herein estadlished
by this order up to about 290 miles. Beyond this distance the golng
rates will be those herein establishedvror the ralls and, of course,
the tank truck operators will be permitted to meet these rates.

The ralils cannot be heard to objJect that these rates are too
low for throughout this hearing they advocated rates lower. The trucks
cennot be heard to obJect that these rates are too low for they are
Tixed within reasoneble conformity to the testimony offered by the
trucks. The shippers cannot be heard to complain that these rates are
too high because they are reasonable rates and every shipper unequivocally
favored reesonadble rates.

The Just, reasonable and non-diseriminatory minimum ratés
prescribed for tank truck carriers are set forth in the Appendix A of
the order and shall become effective concurrently with the rail retes

hereinafter prescribed.




Tables and Chart.

To clexifly this ovinion, we have appeaded to this order
auwmerous tables and one chart.

e have heretofore referred to Table I wilch I1s a "State-
ment of Rail Rates on Casoline Now in ZEffectv, Compared With Rates
Previously in Bffect, Between a Few Points Illustrating Dfastic
Reductions.™ The nursose of Table I was to emphasize the severe
and suecessive drops in many raill rates during the course of the

rote war of the last decade. A glonce at Table I shows that many

wore belore this rave war,
Table II: "Illustrates Callfornia Rall Rates on Gas-
oline Now Zffective Compared Wwith Truck Rates Fixed by this

Orde»; Rates FHerctofore Approved or Prescribded by the California

Railroed Commission; Califormie Rall Rates Qefore Rﬂté WQT: &n&
D3] Rates Preseribved by the IeC.C.; Sald Comparisons Boing for
Similor Distances.™ |
tank tmuck rotes fixed by thls order stand out in
o3l rates heretofore approved or prescribded "oy
Intesshate Commerce Commission as sub-
stanticlly lower in almost overy instance. shis table also
shows that the truck retes fixed by thils order are substanticlly
lower tacn the rail rotes before the raiec War.
meble IIT is a "Statement of Typilcal Rail Rétes on
Gasoline, Now in 3ffect, in Californis, Compared with Typical
Rates for Similar Distances, Precceribed by the Interstate Com~
merce Commisslon.”

Tt will be obcerved from Table III that the existing.

Coilifornia rail rates zre in every instance very much loss than




comparably spproved Interstate Commerce Commission rates, This
table also illustrates the present unreasonably low and depressed
status of the rall rates,

Table IV is a "Statement Showing Scale of Maximum
Reasonable Rates For The Transportation of Refined Petroleum
Prescribed By Interstate Commerce Commission For Applicetion In
And To Mountain-Pacifiec Territory, Except Over The Rio Gremde
System, in Appendix B To Mountain-Peclific 01l Cases, 192 I.C.C.
599-650 And Deoclded Mey 2, 1933."

Tadbles V and VI represént the revised figures from

the studies and testimony of Fred E.Chesnut, Assistant Engineer
in the Transportation Division of the Commission, and sumarize
our conclusions from the record hereln on tank truck cost of
operation for valley highweys.

Table VII consists of two sheets and is a comparative
stetement of rates prescribed in the Interstate Commerce Com-
mission Mountain=-Pacific case (192 I.C,.C. 599, May 2, 1933), and
Southwestern case (174 I1.C.C. 745, June 2,'1931) and rates found
not unreesonsble dy this Commission,

It is to be noted from Table VII that the rates pre-
seribed and found not unreasonable by this Commission are closely
4n line with those in the Southwestern Iaterstate Commerco
Commission case, and are generally lower than those in the
Irterstate Cormerce Commission Mountair-Pacific case., It will

al=o be noted thet the rates herein prescrided for the rails

avre in almost every instance lower than the illustrative rates

set Torth in Table VII as having been approved and found not

unreasonsble by this Commission.




INTERVENTION

Taere was Tiled on November 20, 1935, in open hearing
et Los Angeles, petition for leave To intervene by Independent
Petroleum Associction, a non-profit corporation organized and
existing under the laws of Californlia. Sald petition sought
the enlargement of this investigation so as to comprehend and
establish rates for certein mujor Celifornia pipe line companies,
allegedly operating approximately 5,400 miles of trunk and gather-

ing ¢il vpipe lines within the State. We are of the opinion that

the purpose of the instant case is best accomplished without In-

civding among the problems »resented herein any additlomal issue,
Taerefore, the said petition foxr leave to Intervene will bde

ordered dexied,

LONG AND SHORT EAUL RELIEF

To the exten’t reilef from the long ond short haul pro-
visions of the Pudblic Utilities Act and Constitutlion may de
esirable or necessary to mzintain an equaiity of transportation
rates as between competing carriers or other forms of transporia-
tion, epplications for such relief should bYe filed with the Com-

nission forthwith.




FINDINGS

Upon consideratioz of the evidence herein, the Commission
heredby makes the following fizndings of fact:

(1) That the existing rates charged and collected by
common carriers by rallroad, respondents hereln, and now puﬁlished
and riled dy saild respondents with this Commission, for the trans-
portation of refined liquid peireoleum products, including com-
pouncded oils ﬁaving & petroleun bhase, as deseribed in Supplement

No. 17 %o Vestern Classification No. 65 (Supplement No. 17 to

C.R.C. No. 580 of M. A. Cummings, Agent) under the hesding "Petroleun

or Petroleur Products * * *m (excepting that such rates will not
apply on petroleum crude oil, petroleum fuel oil and petroleum gas
olL), when moving in tank cars ¥ * *, are unreesonabdble and insuffi-

¢ient %o the extent that they ere lower than odrescribed in Appendix A

of the order, which rates are found to be reasonabdle and suffliecient.

(2) That tho said rates roferred %o in finding No. 1,
t0 the extent that they are therein found tg be unreasonadle and
insufficlent, are rnot Justified by the actual competitlive t}ans-
portation rétes of compeiing highway carriers, applicable ﬁo salid
¢commodities.

{3) That the sald rates referred to in riﬁding No. 1
0 the exten: that they are therein found to be unressonable and

lnsufficient, are not justified by the cosvs of other means of

transportation applicedle to sald commodities,

(4) That the said common carriers by railroad for the
1ture will mot de Justiried in reducing their rates upon said

cormodities described In finding No. 1 below the rates found reason-

able end sufficient iz finding No. 1 except for the purpose




ol meetving the rates set forth in Appendix A of the order end pre-
seribed as the just; reasoneble znd non-discrimiratory minimum
retes for the transportatlon of sald commodities by highway
carriers.

(5) That the rates sot forth and preseribed im Appendix
A of the order are justified and should be established as the just,
reasonadle and non-discriminatory minimum rates for the t&&@éportatiom
of said commodities deseribed in finding No. 1 moving in tahk:trﬁcks,
tank trellers or tank semi-trailers or a combination of such high-
way veklcles by all highway carriers between points in ﬁhe State of

Californisa.

(6) Thet the said highway carriers will not for the

future be justified in charging or collecting rates upon said commodi-
ties descrived in finding No. 1 less thaﬁ those found to be just, Tea~
soneble and non-discriminatory minimum rates for the transportation

L said commodities in finding No. S except for the purpose of
meeting the rates prescrided in Appendix A of the order as reasonadle
and sufficient rates for the transportatlion of said commodities dy
comton carriers by railroad.

”ﬁ;‘ (7) That the said rates referred to in findings Nos. 1

end 5 will orovide an eguality of transportatlion rates for the
transporvation of said commodities between points in the State of
Californis by all competing agencies ol transportation and also
the cost of other means of transportation. . .

(8) Thet the rates prescrided in ippendix A of the order are
predicated upon existing conditions and the rates 8¢ prescribed shall.
not be consitrued a8 & Zinding or determinatlion by the Commission that
the rates theretofore charged, collected, published and filed,bj common’

carriers by railroad were in the past in excess of reasonable rates.




Public hearings having been held in the above entitled

proceedlng and based upon the evidence received at the hearings

herein held and upon the conclusions and findings set forth in
the preceding opinion,

IT IS EEREBY ORDERED that the rates set forth in Ttem
No. 1, and the rules and regulations set forth on Dages 2,‘3 and
4, of Appendix A, ettached hereto and made & part hersof be and
they are hereby prescribed to decome effective December 24, 1936,
on not less than S days notice to the Commission and to the public
as the reasonable and sufficient rates, rules and regulations to
be charged, demended, collected snd received by all common carrier .
rallroads as defined in the Public Utilitles Act of the State of
Callfornia, for the transportation, between points Iin the State of
Californlia, of Refined Liguid Petroleum Products Including Compound-
ed Olls having a Petroleunm Base as descrided in Supplement 17,
Western Classificstion No. 65, (Supplement No. 17 to C.R.C. 580 of
M. A. Cumings, Agent,) under the heading "Petroleum or Petroleum
Products * * *" except Petroleum Crude 011, Petroleum Fuel 011 and
Petroleum Gas 011, provided, however, that where the rates approved
and ostablished as the just, reasonadble and non-discriminatory
oinimum rates for the transportation by highway cerriers of seiad
commodlties and shown in Item 2 of Appondix A, attached hereto amd
made a pert hereof, are lower, sald common carriers by railrosad
mey &pply, demend, collect and receive such lower retes.

IT IS HEREBY FURTHER ORDERED thet all common carriers by

railroad es defined in the Public Utilities Aet of the Stete of
Californla be end they are horedy oxdered to coase and desist on

December 24, 1936, and thereafter sbstaln from applylng, demanding,
collecting or receiving for the transportation, between points in




California, of Refined Liguid Petroleum Products including Com-
pounded Olls having a Petroleun Base as described in Supplement
Clessificatlon Xo. 65, (C.R.C. 580 of M,A.Cumnings,

Agent,) under the heading “Petroleum or Petroleum Products * % *w
except Petroleun Crude Oil; Petroleun Fuel 01l and Petroleun Gas
011, rates less than the rates prescribed in the preceding. |
paragraph of this Order, |

IT IS HERZBY FURTHIR ORDIRED that the rates set forth
in Item No. 2; end the ruies and reguiations se% forth on pages
2, 3 and 4, of Appendix A, ettached hereto and made a part hereof
Yo and thoy are neredby approved and established effective December
24, 1936, as the just, reasonadle end nor-diseriminatory wminlmum
rates, rules and regulations Yo be charged and collected by any and.
all highway carriers as ¢bat term is defined Iin the Highwsy

Carriers' Act (Chepter 223, Statutes of 1935) for the transportotion,

betweeﬁ points in the State of California, of Refined Liquid Petrolé-f

eun Products including Compounded Olls having « Petroleum Base as
deserided in Supplement 17, Western Classification No, 65, (Supple~
mezt No. 17 to C.R.C. 580 of M.A.Cummings, Agent,) under the
heading "Petroleun or ?etroleum.éroducts * % %n except Petroleum
Crude Oii, Petroleun Fuel 0il and Petroleum Gas 0il, provided,
however, that where rates proscxibed as the reasoneble and
sufficient rates for the trensportation by mail cerxiers of sald
commodities and shown in Item 1 of Appendix A, atteched hereto and
nade a peart hereof, are lowor, sald highway cerriers may epply,
demend, collect and receive such lower rates,

TP IS EEREBY FURTHER ORDERED that all highway carriers as
thet term Ls Gefined in the Highway Carrlers’ Act (Chapter 223,
Statutes 1935) be and they are heredy ordered to cease and desist
on December 24, 1936, and therealter ebstelin from charging and
collecting for the transportation, vetween points in Calirornia, or

Refined Liguid Petroieum Products ineluding Compounded 0ils having




a Petroleum Base as described in Supplement 17, Western Classifie
cation No. 65, (Supplement Noe 17 to CeReCe 580 of Me Ao Cummings,
Agent,) under the heading "Petroleum or Petroleum Products & s "
except Petroleum Crude 011, Petroloum Fuel 011l and Petroleum Gas
011, rates lesc than the zinlmum rates prescrlibed in the preceding
paragraph of this order.

IT IS EEREBY FURTHER ORDERED that for all other purposes
this order shall become effective December 1, 1936.

The foregoing Cpinion and Order are hereby approved and
ordorod filed as the Opinion and Order of the Rallrosd Cormisslon
of the State of California.

Dated at San Francisco, California, this dsy of

, 1936.




APPENDIX "A"
NAVING REASONAELE AND SUFPICIENT RATES FOR
COMMON CARRIERS BY RAILROAD AS DEFINED IN
THE PUBLIC UTILITIES ACT OF THE STATE OF
CALIFORNIA
angd
JUST, REASOKABLE AND NON-DISCRIMINATORY MINTMUM
RATES FOR EIGEWAY CARRIERS AS DEFINED IN THE
EIGEWAY CARRIERS' ACT
(CEAPIZR 225, STATUTES OF 1935)
Tor the
TRANSPORTATION OF LIQUID PETROLEUM PRODUCTS,
TNCLUDING COMPOUNDED OILS EAVING A PETROLETM
BASE, AS DESCRIBED IN SUPPLEMENT XO. 17 TO.
WESTERN CLASSIFICATION NO. 65 (SUPPLEMENT NO.

17 TO CeReCo NO. 380 OF M. A. CUMMINGS, AGENT)

UNDER TSE ZEADING OF "PETROLEUM AND PETROLEUM
PRODUCTS #x#" (EXCEPTING THAT SUCH RATES WILL
NOT APPLY ON PETROLEUM CRUDE OIL, PETROLEUM
FUEL OIL AND PETROLEUM GAS OIL), WHEN MOVING IN
TANK CARS, TANK TRUCKS, TAVK TRAILERS OR TANK
SEMT~TRATLERS OR A COMBINATION OF SUCHE HIGEWAY
VEHICLES, |
BETWEEN
POINTS IN TEE STATS OF CALIFORNIA, TOGETHER
WITE RULES AND REGUIA TIONS GOVERNING THE SAME.




Appendix A - page 2.

RULES AND REGULATIONS

Computation of Charges

The woight of the commoditiles upon which rates are
ostablished In this appendix shall be computed upon the weight
of 6.6 pounds per gallon.

’

Minimun Welght and Minimum Charges

(a) The minimum weight for shipments in tank cars shall
be computed on the basls provided in Rule 35 of Western Classifi-
cation Noe 65.

() The minimum weight for shipments in tank trucks,
tank trallers, tanlk semi-treaillers, or in any combination of such
vehlcleos shall be the full legal carrying capacity of the tank
or tanks but in no event shall the transportation charges for
quantities less than 5800 gallons be less than those applicadle
on shipments of 5800 gallonss

Stopping in Transit

(Applicadle only in comnectlon with rates shown 4in
Item Noe 2 hereof.)
Shipments stopped in transit to partially unload will

be subfect to an additlonal charge of $4.50 for each stop, and

charges will be collected on the weight of the entire shipment

from point of origin to the highest reted point of delivery.
Dumping
The rates shown herein do not iInclude pumping service
when rendered with carriers! equipment. When this service 1s
performed by the carrior a charge of 3/4 of one cent per 100

pounds will be made.




Appendlx A'.- page 3
Disposition of Fractions

In computing distances, fractional parts of a mile will
be disposed of as follows:

Decimele of .S or over will be counted as 1 mile.
Decimals of less than .S will be dropped.

In computing distances made up by the use of two or
more factors or in constructively lncreasing actual distances
fractions will be retalned until the final result amd then be dis-
posed of In accordance with the foregoing.

APPLICATION OF RATES

(a) Im applying.the rate scales named in Items 1 and 2

the followlng points will be grouped:
Group 1. San Francisco

Group 2. Yaxland, Richmond, Rodeo, Oleum, Port Cos’ca‘,
Martinez, Avon.

Group 3. Coallinga, Le Roy, Ore, Crump.
Group 4.  Bekersfield, Seguro, Maltha, 01l City, Mopeco.

Group 5.  Taft, Maricopa, McKittrick, Comner, Fellows,
Hazelton, Mldoil, Kerto, Millux, Pentland,
Shale.

Group 6. Signal Eill, Watson, Wilmington, El Segundo,
East Long Beach, Los Angeles, Machado, Bunt-—
ington Beach, Naples, Rioco, Hynes, Bixdby,
St. Helena Spur, Thenard, Los Nietcs, Santa
Fe Springs, Vinvele, Vernon, Burnmett, Lawm,
Wingfoot, Alamitos Helghts, Alla, Torrance,
Downey, Dominguez Jet., Inglewood, Shermen
Jet., Playa del Rey, Hyde Park, Long Beach,
San Pedro, Wildesin, Venice.

Group 7. Chrismen, Wedstrom, Ortonville, Carpinteria,
Ventura, Ellwood, Summerland, Cemarillo, Buck-
korn, Piru, Santa Paule, Fillmore.
(b) Except as othervwlse provided the rate scales shown in
Items 1 end 2 are subject to the mileages shown on pages 7 to 18 of

this appendix.
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(¢) On shipments originating at or destined to points not
shown in the mileage table on pages 7 to 18 of thils appendix, but
where the route fraversed 1s via the points therein shown, use the
mileage shown om pages 7 to 18 from or to the nearsst point or points
specifically showmn and via the route traversed, plus the actusl
mileage from or to the unnamed point or polints, the mlleages from or
to the wananed point or points to be comstructively Iincreased in
accordance with the method annownced by the Commission in Decision
Noe 29253 in Part "X" of Case 4088.

(&) Where the route troversed is not via the points showmn
on yages 7 to 18, use actual mileage via the shortest availabdble
highway'route constructively increased in accordance with the method
annownced by the Coxmission in Decision Noe. 29253 in Part "N" of
Case 4088. <f the mileages so constructed apply from or to any
point In groups 1 to 7 inclusive, tho following points must be used

as basing points for computing the mileagese.

Baging Points

Group 1 San Francisco
Group 2 Pinole

Group 3 Coalinga
Grouwp 4 Bakersfleld
Croup 5 Talt

Group € Compton

Group 7 Venturs

All dlstances =0 computed should be based upon the
shortest avallable highway route.

{(6) Excopt as provided in paragraph (b), the rates
batween points withirn the seame group shall be not less than 4 cents

ner 100 poundse.

(£) Excent as otherwise provided, the minimum rate between

points within the switching limits of = single station shall be the
switehing charge currently maintalined by the »all carriers and
lawfully on flle with the Rallroad Commission of the State of

Californiae.




LPPENDIX A - page S.
TTEM NO. 1 |
Reesonadle and sufficient Rates for the Transporta-

tion of Refinmed Petroleum Products by common carriers by
refilroad in tanlk cexs.

Miles Rates in cents
per 100 1lbs.

Tp to S miles
10 miles and ovexr S
15 " 10
20 15
25 20
30 25
38 30
40 35
45 40
50 45
60 50
70 60
80 70
80 80
90
100
120
140
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ITERI NO, 2

Just, reasonable and non-discriminatory Minlmum

Rates to be Charged, Observed and Collected by all
Eighway Carriers for the Transportation of Refined
Petroleun Products In tank trucks, tank trallers -
and tank semi-trallers or any comdination thereof,

Rates in cents
Xileage “per 100 1bs,

S Mlles and under
10 over
15
20
25
30
35
40
45
50
60
70
80
90

100
120
140
160
180
200
220
240
260
280
300
320
340
360
380
400
420
440
460
480
500
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CONSTRUCTIVE MILEAGE TASLE

TO BE USED IN APPLYING THE RATES SHOWN HERZIN

ORIGIN GROUPS
Described on page 3 o6 Appendix "A"

AND 1 2 : % : & T 6

Sen Francisco - 25.1  224.3 313.2  329.1 472.7
Daly City 5.7 50.8  219.8 308.7 324.6  468.2
So0.San Francilsco 9.8 34.9 2l4.5 303T.4 J19.3  462.9
Sen Bruno 12.6  37.7  213.6 02,5 318.4 462.0
Eurlingamo 17.0 42.1 208.3 297.2 313.1 458.7
HEillsborough 16.2  41.3  209.0 297.9 313.8 457.4
Sen Mateo 18.6 43.7 206.7 295.6 311.5 455.1
Belmont 22.6  47.7  202.7 291.6 307.5  451,1
San Carlos 23.8  48.9  201.5 290.4 306.3  449.9
Redwood City  25.9  S1.0. 199.4 288.3 304.2  447.8
Atherton 28.4 53.5 197.6  286.,5 302.4 446.0
Kenlo Park 20.4 545 196.6 285.5 30l.4  445.0
Palo Alto 30.4  55.5  195.6 284.5 300.4 444.0
Vourtain Tiew  37.0 63,2  189.9 278.8 294.7  438.3

Alviso 41.2 54.5 187.% 276.1 292.0 435, 6

Sunnyvale 38,9  6l.7  186.9 275.8 291.7 435.3
Senta Clers 42.9 60,3  18l.4 270.3 286,2 429.0
Sen Jose 46.7-  57.1°  177.6 266.5 282.4  426.0
Willow Clen 48.2  58.6  179.1 268.0 283.9  427.5
Los Gatos 50.4 73.2 187.6 277.0 292.4 433.5
Senta Cruz 2.1 104.9  183.8 279.7 272.3 430.2
Norgan Hill 66.7  77.1  157.6 246.5 262.4  406.0
¢ilroy 75.9  86.3  148.4 237.3 253.2 396.8
Watsonville 92.3 102.7  164.8 253.7 246.3 413.2
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CONSTRUCTIVE MILRAGE TABLE (Cont'd)

BETWEEN ORIGIN GROUPS
DescTibed on page & of Appendix "A"
AXND by : 2 H 3 : 4 H E : (3]

Saz Juan 87.4 97.8 153.4 242.3 245.5 40l.8 311.9

Hollister 90.9 101.3 144.4 233.3 254.5 392.8 320.9
Salinas 103.6 114.0 173.4 238.4  225.5 370.7  291.9
Xonterey 122.1  132.5 191.9 256.9 244.0 389.2 310.4
Pacific Crove  125.1 135.5 194.9 259.9 247.0 392.2 3134
Carmel-by-the  126.1 136.5 195.9 256.9 248.0 393.2 3l4.4
Soledsd 128.2  138.6 172.4 213.8 200.9 346.1  267.3
Ting Clty 181.0  161.4 149.6 191.0 178.1  323.3 244,5
Paso Robles 208.0 218.4 92.6 134.0 121.1  266.3 187.5
Sen Tuis Obispo 248.5 258.9 133.1 174.5 159.6 225.8  147.0
ATToyo Grende  265.0  275.4 149.6 191.0 176.1  209.3 130,5
Sente Meria 280.5 290.9 165.1 206.5 191.6 193.8 115.0
Lompoe 12.8  325.2 197.4 228.8 223.9 182.8 104.0
Sente Barbara  367.0 377.4 251.6 175.5 195.0 107.3  28.5
Vertura 395.5 405.9 269.7 157.0 176.5  78.8 -
0jat 415.0 425.4 289.2 176,5 196.0  98.3

oxnerd 406.0 4l6.4 275.2 162.5 182.0  68.3

Sante Paula . 410,55 420.9 254.7 142.0 161l.5  90.5
Fillmore 450.2  444.6 244.7 132.0 151.5  80.5

san FPernando 439.2  438.6 238.7 126.0 145.5  33.5

T jungs 450.2  449.6 249.7 137.0 156.5  33.5

Burbenk 449.7 449.1 249.2 136.5 156.0  23.0
Glendele 454.7 454.1 254,2 141.5 161.0  18.0

Los Angeles 461.2  460.) 260.7 148.0C 167.5 11.5
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CONSTRUCTIVE MILEAGE TABLE (Cont'd)

“BETWEEN \ ORICIN GROUPS )
: : Described on page 3 of_KE%gndix
AND 1 B 2 : 3 : 4 H :
Beverly Hills 471.1 271.2 158.5 178.0
Sante Monica 478.1 278.2 165.5 185.0
Culver City 470.6 270.7 158.0 177.5

Inglewood 472.6 272.7 160.0 179.5

Hawthorne 475,6 275.7 163.0 182,5
Lawndale 477.1  277.2  164.5 184.0
E1 Segundo 478.6  278.7 166.0 185.5
Menhettan Beach 480.1 280.2 167.5 187.0

Hermosa Beach 480;1 280.2 1lé67.5 187.0
Redondo Beach 481;6 281.7 16€9.0 188.5
Gardens 474.6 274.7 1l62.0 181.5
Torrence 478.7 27"8.8 166.1 185.6

Vernon 464.6 264.7 152.0 171.5
Huntington Perk 466.,6 266.7 154.0 173.5
Maywood 468.6 268.7 156.0 178.5
Bell 469.1  269.2 156.5 176.0
Southgate 468.6 268.7 156.0 175.5
Lynwood ©470.6 270.7 158.0 177.5
Compton 472.1 272.2 159.5 179.0
Signeal EHill 480.6 280.7 168.0 187.5
Long Beach 480.6 280.7 168.0 187,5
Seal Beach 487.6 287.7 175.0 194.5
Huntington 495.6 295.7 183.0 202,5
Beach

Newport Beach 500.6  300.7 188.0  207.5
Laguna Beach 511.1 3.2 198.5 218.0
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CONSTRUCTIVE MILEAGE TABLE (Cont'd)

BETWEEN = ORIGIN GROUPS :
: ‘ : Described on page 3 of Appendix ™A™ H
s AND 1 : 2 : o) : 4 : 5 : 6 : 7 :
Sen Clemente ~  524.2 523.6 323,97 211.0 230.5 52.0 130.8
Oceanside 547.2 546.6 346,7 234,0 253.5  75.0 153.8
Escondido 583,5 582.9 383.0 270.3 289.8 1ll.3 190.1
Sen Diego 584.2 583.6 383.7 271.0 290.5 112.0 190.8
La Mesa 596.2 595.6 395.7 283.0 302.5 124.0 202.8
El Cejon 600.7 600.1 400.2 287.5 307.0 128.5 207.3
Coronado 586.7 586,1 386.2 278.5 293.0 114.5 193.3

National City 589.2 588,6 3I88.7 276.,0 295.5 1l7.0 195.8

Chule Viste 592.9 5923 392.4 279.7 299.2 120.7 199.5
Montebello 470.2 469,6 269.7 157.0 176.5 14.0 82.5
Whittier 474.7 474.1 274.2 16,5 181.0 14.3  87.0
La Habra 482.,2 481.6 281.7 169.0 188.5 17.6  94.5
Brea 485.7 485.1 285.2 172.5 192.0 20.8  98.0
Fullerton 487.2 486.6 286.7 174.0 193,5  18.5  99.5
Placentis 489.2  491.6 2091.7 179.0 198.5  21.5 104.5
Ansheim 489.7 489.1 289.2 176.5 196.0  19.5 102.0
Orange 494,7 49%4.1 294.2 181.5 201.0 24.8 107.0
Senta Ana 496.7 496.1 296.2 183.5 203.0  26.5 109.0
Tustin 499.7 499.1 299.2 186.5 206,0 29,5 112,0
Monterey Park 469,22 468.6 268.7 156.0 175.5 15.0 8l.5
El Monte 475.2 474.6 274.7 162.0 181.5 19.5  87.5
West Covina 481.7 481.1 28l.2 168.5 188.0  26.0 94,0

Covina 483.7 483.1 283.2 170,5 190.0 28.0 96,0
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CONSTRUCTIVE MILEAGE TABLE (Cont'd)

Descrived on page 3 of Appendix "A"
2 : 3 : 4 : S : [

Pomona 490,1 280.2 177.5 197.0  35.0
Chino 496,6 296.7 184.0 203.5 41.5
Corone 510.6 310.7 198.0 217.5 43,0
Elsinore 542.6 342.7 230.0 249.5  75.0
ontario 496.1 296.2 183.5 203.0  41.0
Riverside 513,86 213.7 201.0 220.5  56.5
Perris 537.1 337.2  224.5 244.0  80.0
San Jecinto 557.6 357.7 245.0 264.5 100.5
Hemet 561,6 361.7 249,0 268.95 104.5
Colton 515.1 %15.2 202.5 222,0  60.0
Redlends 524.1 324.2 211.5 231.0  69.0
Beaumont 544,1 344.2 231.5 251.0  89.0
Banning 553.1 353.2 240.5 260.0  98.0
Indio 615.6 415.7 303.0 322.5 160.5
Blythe 732.6 532.7 420.0 439.5 277.5
Calipatria 691.3 491.4 I78.7 398.2 236.2
Brawley 687.6 487.7 375.0 394.5 232.5
Imperial 697.6  497.7 385.0 404.5 242.5
E1 Centro 702.1 502.2 389.5 409.0  247.0
Foltville 711.6 511.7 399.0 418.5 256.5

Calexico 714.1 514.2 401.5 421.0 259.0
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CONSTRUCTIVE MILEAGE TABLE (Cont'd)

, ORIGIN GROUPS
Described on page 3 of Appendix "A"

’I’ 2 : 3 : 4 : S : 8 : Y
Alhsmbre 469.2 468.6 263,7 156.0 175.5 19.5 8l.5

Sen Gabriel 472.2  471.6 271.7 159.0 178.5  22.5 105.0
South Pasedena 468.7 468,1 268,2 155.5 175.0 19.0 8l.0
Pasadena 470.7  470,1 270.2 157.5 177.0  21.0  83.0
Sierra Medre 477.7  477.1  277.2 164.5 184.0 28,0  90.0
Sen Marino 472.2  471.6  271.7 159.0 198,5 22,5  84.5
Arcadia 476.2  475.6 275.7 163.0 182.5  26.5  88.5
Nonrovia 478.2  477.6 277.7 165.0 184.5 28,5  90.5
Azuse 483.2  482.6 2682.7 170.0 189.5 33,5 95,5
La Verne 492,2  491,6 291.7 179.0 198.5  42.5 104.5
Glendora 485.2  484.6 284.7 172.0 191.5  35.5  97.5
Cleremont 494.2  493.6  293.7 181.0 2005  39.0  106.5
Upland | 498.7  498.1 298.2 185.5 205.0  43.0 111.0
Rialto 514.7 5l4.1  8l4,2 2015 220.0 58,0 127.0
Sen Bernardino 518.5 S17.9 318.0 205.3 224,8 64,0 130.8
Los Banos 135,5 145.9 8.8 177.7 216.,2 337.2  334.7
Firedbaugh 166.1 176.5 58,2 1517 190.2 31,2 308.7
San Joaquin 198.5 208.9  51.6 142.1 180.6 301.6 299.1
Heyward 34.0 30,4 205.5 294.4 310.3 453.9  376.7
Pleasanton 49.8 Sl..6 160.4 263.6 309.2 423, 375.6
Livermore 53.7  55.2 185.0 258.2 516.7 417.7 382.3
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CONSTRUCTIVE MILEAGE TABLZ (Cont'd)

ORIGIN GROUPS
Descrided on page o of Appendix "A" .
2 = 3 4 S 6 : 7

" 386.3
Patterson 109.4 130.0 218.9 257.4 37874 375.9

Newman 123.6 115.8 204.7 243.2 364.2 - 361.7

83.3  156.1 229.3 267.8 388.8

Gustine 127.6  111.8 200.7 239.2. 360.2 357.7
Mantece 96.4 155.3 216.2 254.7 375.7. 373.2

Oskdale 117.6 154.3 215.2 253.7 374.7 372.2
Riverbank 117.4 148.3 209.2 247.7  368.7 366.2
Sonore 170.3  207.0  267.9  306.4 427.4  424.9
Modesto 113.4 138.3 199.2 237.7 358.7 356.2
 geres 116.9 134.8 195.7 234.2 355.2 352.7
Turlock 124.9  126.8 187.7 226.2 347.2  344.7
Livingston 135.9 115.8 176.7 215.2 336.2  333.7
Atwater 142.9 108.8 169.7 208.2  329.2 3267
Merced 149.9  101.8 162.7 201.2 322.2  319.7
Chowehilla 180.8 100.8 145,7 184.2 305.2 302.7
Xadera 182.9  79.6 129.7 168.2 289.2 286.7
Clovis 208.9  83.0 118.7 157.2 273.2  275.7
Fresno 204.9  72.0 107.7 146.2 267.2  264.7
Senger 219.9  87.0 101.7 140.2 261.2 258.7
Parlier 22%.9  87.2  95.7 134.2 255.2  252.7
Reedley 228.1  79.7 88,2 126.7 247.7 245.2
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CONSTRUCTIVE MILEAGE TABIE (Cont'd)

BETHEEN ORIGIN GROCES _
Described on page & of Appendix “A®
AND T : =2 = & 3 & = 5 : 6.

Dinube 235.5 234.9 88,6  97.1 135,

6 2566
Fowler 215,0 21404  89.7 98,2 1367 asv;v |
Selma 229,§ 220,0 84, 92,8 151,1 2521
Kingsburg 225.5 22449 79,2 87,7 13@,2 zév;a
Viselia 24648 243,3 70,3 7£gv 116,2 zé&,z
Exeter 257.8 asv,a ei,§ 7@,; 1;4,3 25558
Lindsay 264,2  268.6  87.7 67,1 105,86 2266

Porterville 277.2  276.6 100,7 55,6 94,1 215.1

Henford 245,8 245.2 50,5 86,2 124.7 2457

Lemoore | 237,4 236,86  40.1 96,6 116,6  256,1

Coelinge 224,3 2347 = 1061  93.2 272,2

Tulaxe 249.7  249.1 vé.g 63,5 102,0 23#,0
Co;op§an 263,; 267,5 7244 64,9 105,4 zz&,@
Delano 2807 280,1 97,6 325 710  192,0
pakerstield  S1%.2 2.6 1061 = 38.5 159.5
Taft 319.1 639,5 93.2 38,5 - 179.0

Mericopa 327.6 348.0 10L.7 47,0 8.5 170,5
Tehachapi 376.7 B76.1 169.6 63,5 102,0 1632
Yo Jave 404,7 404,1 197.6 91,5 130,0 135.2

Barstow 4722  471.6 2651 159.0 197.5 152.7
Bishop 621.2  618.6 412,1 306,0 34445  350,7

Nee&les 660.7 660.1 453,6 47,5  396,0  34l.2

Bridgeport 760.2  757.6 55l.1 445.0 483.5  489.7

Stockton 100.4 70,8 1673 228,8 267.3 38843

Jackson 161.5 131l.5 228,0 289.5 320 449.0
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CONSTRUCTIVE MILEAGE TABLE (Cont'd)

OR1GIN GROUPS
Descridbed on page 3 of Appendix "AW
il : 2 : 3 : 4 B 6 .

s N

Angels 170,5 141,5 238.0 299.5 338.0 459,0 4565
Lodl - 114s4 8444 180,9 242.4 280.9 401l.9 399.4
Welnut Creek 5007 25,6 213,86 2870 331.8 446.5 398,2

Concord 4404 19,3 2223  295.5 340.3  455,0

4, 4087
Mertinez 37,6 12.5 226,9 300.1 344,9 459,6 411.3
Pittsburg 52,8 27,7 20044 2709 5;0,& M. 469
Antioch 57.4 32,3 2058 267.5 305.8  426.8 42@;5-
SQ!Q_ L_Qand:ro 16?9 2;‘..‘5..0 209.7 298?6 314.5 458.1 ' 380.9

 Oakland 8.5 16,6 218.1 307.0 322.9 466.5 3895

Emeryville 10,4 14,7  220,0 308,9 324,68 468.4 39L.2:
Pledmont 11,0 14,1  220,6  309,5 325,4 ' 469.0 391.8
Berkeley 18,5 11,6 223.1 312,0. 327.9  471.5  594.3
Albeny 145 10,6 2241 élg,o. 328.9 72,5  305.3
EL Cerrito 16,0 9,1  225.6 3145 330.4 474.0 396,8
Richmond 18,5, 6.2 228,5 Ol7.4 655,3 476.9  399,7
Pinole 25.1 - . 2047 3126 339.5. 4721  405.9-
Eercules 25,6 0,5 2852 32,1 340,0- 471,6 406id
Nepa 49,9, 25,9 253.2 Ola). 358.2 AT42  420.8
St. Helene 68,2 42,2 2715 335,0. B7L.5. 492,5. 4481
calistoga 76,7 50,7, 280.0 341,5. 380.0. S501,0. 45646
Vellejo 34,6 é,sﬂ 2392  312.4. 349,0. 471.9. 4154
Fairtield 55.8 30,7 234,8  206,3. 354,8. 455.8. 453.3
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CONSTRUCTIVE MILEAGE TABLE (Cont'd)

ORJIGIN GROUPS
Described on page 3 of Appendix "A"
AND 2 : o3 ¢ 4 ¢ 5 6

Suisun Bled 254.1  205.6

334.1  455.1  452.6

Rio Viste . 50,0, 212.3 273.8 3l2.3 433,3 430.8

Isleton 53.8 206.9 268,4 06,9 427.9  425.4

¥lnters 53,1 243,2 3047 343.2 4842 461.)
Dllon 53.'08 34101 503.Q Mlol' 462.1 . 4:59.6 .

Vacaville 40,1  244,2  B05.7  B4deZ  465.2  452.7

»

pavis . 63,2 220.7 2Lz 3297 4507 8.z
Woodlend 70,6 240.5 302.0 340.5 46l.5  459.0
Williems 111.3  28l.2 5427 36L.3 50242 . 499.7

_Colusa 120.8  200.7 352,2 390,7 5L1,7 509.2

¥illows 167,5 307.4 398,9 407,4 528at  515.9.
Orlend 158,35 323.2  384,7 423.2 54,2 5417
Corning 166.8 336.7 398.2 436,7 557.7 5552

Tehema 176,0 345.9 407.4 445.9 566.9 564ed
Red Bluff 1849 354.8 416,3 454.8 585.8 573,3

Susanville 340.1 510.0 571.5 610.0 75L.0  728.5

Secremento 77,3  215.6 2771 315,6 436,56 4341

Plymouth 126.8 240 '.3 301., 8 349 . 3 4_!:61_. 3 453?8 |
Amador City 129.4 230.9 2924 330,9 45l,9  449.4

Sutter Creek 131.2  227.7 289.2 327.7 48,7  448.2
Placerville 13804  271.8  333,3 37L.8  492.8  490,3

Roseville 95.5 233.8 295.3 333,8 4548 452,3
Lincoln 105.9 244.2 305.7 344.2  465.2  462.7

Wheatland 113.7 252.0 3LT.5  3I52.0 473.0 4705
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CONSTRUCTIVS MILEAGE TABLE (Cont'd)

ORIGIN GROUPS
Deseribed on page o of Appendix “A
5~ % 3 4 : & : B . ¥

Rocklin 99,4  237.7  299,2 3377 458,7‘
Auburn l;;.S 254,6 31@,1 35;,6 475,5‘
Grass Velley 149.8 288.1 549,6 388.1 SO§.1
Nevade City 156,3 294,5 sse,q 394.5 515,6
Colfax 141,2  279.5  341,0 379,5 500_.5
Truckee 222,8 56;._.1 422,6 461,1 58&,1
Loyalton 281.9 420,2 48l.7 vsaol.‘a .6;1.'.2
Yuba City 109.1  266.1  327.6 36‘6’.1 487.1
Marysville 110.2  265.0 sze»,s 365.0 486.0
oroville 137.6 292,4 353.9 392.4 513.@
cridley 126.0 283.0 3445 363.0 50440
Biggs 130,86  287.8 349.3  387.8 508.8
chico 155.8 312.8 34,3 41248 553,8
Redding 216.6 38645 44$f0 436.$ 61795
Alturas 438.1  608.0 5‘59'.5 708.0  839,0
Kennet 239.6 409.5  471.0 509_.5 640.3
Dunsnuir 303.2  473.1 534.6 575,1 704.1
Mt. Shaste 617_.;; 497.1  548.6 597.1  718.1
Dorris 418,7 588;6 650.1 6§8,6 820,8
Treka 574,3 54442 605.7 6442 775,3

Ft. Jones 596,35 56602 627.7 666.2 7972

Montague 371.3 551.2 6027 651.2  772.2

.

Y111 Velley 0. % 235.9 324.8 340.7  484.3
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CONSTRUCTIVE MILEAGE TABLE (Cont'd)

ORICIN GROUPS.
Described on page o of Appendix “A"
. 2 = B3 = & = 5 T & .-

Belvedere 14.4 26,2 238.7 337,6 343.5 4871
Corte Maders 12.8 194 257.1 326,0 341.5 485.5
Larkspur 20,3 238,0 326,9 343,8 486,4
Ross 20,1  240.4 339,5 345.2  488.8
San Anselmo 19.4 241.5 550.% 346,3‘ ;8§.§
Fairfex 21,0 243.1 ség,o 547.9 451,5
Sen Rafeel 17,2 240.1 529,9 '344,§ ;33,5
Sonoma 39,1 258,4 329.9  871.1 489.4
Petaluma 3.2 278.7  340,2 #eé.? 439.7
Sebastopol 55,2 295.7 357,2  382.9 515.7
Pt. Arena 177.3 413,8 489,? Sos,q 639.8
Santa Rose 54.2  289.4 350.9  361.9 51o,§
Healdsburg 69.5  304.7 36642 397.3 525.7
Cloverdale 88,7 38.0 379.5 4l 539.0
Ft. Bragg aq$,§ 432,68 494.3 5289 556,3
Lekeport 120.7 360,0 421.5 456.1 58L.0

Uetan W% M7 W82 4428 ST
Willits 149,7 379.0 440.5 475.1  600.0
Fortuna - 315.1 544,4‘60519 640.5 7&5;;
‘Ferndele 325.4 553.7, 614.2  648.8 773.7
Bureka 334.1 65554 624.9 659.5 784.4
sxcate s&a,l 571,; | 652.9 657,5 792.4

Blue Leke 356,5 585.8 647.3  681.9 806.8

Trinidad 364.1 593.4 664.9 689.5 8l4.4

Crescént City 458.1 687.4 748.9 78345 908.4




TABLE I.

STATIIENT OF RATL RATES OX ¢ ASOLINE NOJW m EFFZCT, COMPARED WITH
RATES PREVICUSLY IN XFrECT, BETWUZN A FEV PODI’I‘S
ILIUSTRATING .u‘?.. 57IC “?IZDUC'I‘ION..-. : !

: Effactive =
From To novte Miles Ratos(l)‘%tiocz) Dates :
. . . : ul-S : .Maro“zli, 1923'
Sacramento Colusa Sac.No.Ry. 68 18 Mar. 10, 1928
July 20, 1931
33-1/3% Dece 16, 1933.
1, 1924,
Monterey C y 2931
18% L1933
122
11, 1922
Coelinga 2 S.P.Co. s . 10, 1926
14 , 1928
8 : 193Y
« 16,1933
59 ‘ .1922»5
56 - 1923
Los Angeles T S.2.Co, 45 20, 192’7(3) -
Zorboxr » 1929~ -
» 16, 1933
34 "1, 1922
: . -1924(4)
SoP.Coa 21 : 1928.
13 1928
1l . 1931
9 , 1933
29 - Ly 1922(5)
19 1926
Bakerafield 15 s 1929
10 1931

A5 ‘
192&(6)
Bakersfield S.P.C0. 11 1926,
9 , l928
6 « 1931
5 , 1933 -
32 1923 -
18 Nov. 10, 1926
Los Angeles ATSST RYa 99 5 Sept. 1, 1929
' 10 . June 1%, 1931
7 Dec. 16, 1933
2ed "~ May 30, 1923
Los Angeles Sem Juan LT%SE Ry 56 13 Nov. 10, 1926
Capistranc 9 Septe 1, 1929
5 19% Toc. 16, 1933

—————

{1} Rates are in ceats por hundred pounds.

(2) Percentage of present rail rate of first rate given.

(3) Bixrd vs. S.P.Co., 33 C.R.C. 259, 43¢ found reasonable. Presont rato
350 thoreot,

(4) Riehfield ve. Sunset Ry 24 C.R.C. 736. 29.5¢ found ressonable.
Prosent rate 3% thoreofl.

{5) 24 C.R.C. 736, supra. Commission found 29¢ rate ™not unreasonable.™
Progent rato 294 thereof.

(6) 24 C.R.C. 736, suprm. Commission found 18.3¢ rate roasonable.,
Present rate 27% thereof.




T, IX,

ILLUSTRATES CALIFGINIA RAIL RATES ON CASOLINE NOW EFFECTIVE COMPARED WITH TRUCK RATES FIXED BY
THIS ORIER§ RATES HERETOFORE APPROVED OR PRESCRIBED BY THE CALYFORNIA RAILROAD COMMISSION; CALI-
FORNIA RATL RATES BEFORE RATE WARj AND RAIL RATES PRESCRIBRSED BY THE 1,0+0s; SAID COPARISONS
EEING YOR SDMILAR DISTAWOES. . |

ALL RATES ARE IN (NS PER 100 POUNDS
RATZS PRESCRIBED BY 1+04Cs
SOUTHYESTERH SCALE
$ REQPENED 174 1.,0.0, 745-756
{ Pre= $ ' .
1 soribed
! in 17 s Proposed

Rail Rates iRail Ratest
heretofore § before jMountein-
approved ori Rate War tPacific
presoribed ¢ for { Pre~

by CeRe0s Icamparablestasoribed
for com» ¢ dis=« tin 192
parable ]
distences 1t

Truck

L Rates

tMilest Milaas Fixed
0 I bys by by
tRail § Highes this

] ${ way 3 Order

Presorited

- er B VO We P W W
" gt gn " U0 oo W

!

:

tences | I,040s t 1,0.Cs 3 by 3
599=¢ 3

Ssoramento
Sacremento
Saoramento
Stockton
Stockton
Richmond
Richmond
Martinez
Richmond
Richmond
Martinez
Avon

Oleun
Bakersfield
Bekerstield
Monterey
Monterey
Monterey
Monterey
El Segundo
El Segundo
El Segundo
El Segundo
- Ratson
Watson
Watson
Wateson

Marysville
Hillowa
tloodland
Kodesto
MVeorced
Ssoramsnto
Chico

Red Bluff
Lodl
Modesto
San Jose
Watsonville
King City
Tulsre
Hanford
Santa Cruz
Hollister
Salines
Paso Robles
Ponona
Riversids
Senta Ana

- Qcoanside
Saugus
Fillmore
Santa Paula

b2
&8
&3
0
67
74

100
98
63

78
80
45
b4

51
74
47
98
49
74

4944
918
24,9
2946
6641
83.5
180,%7
187,7
93,7
94,3
54,456
1037
165,9
63.5
8642
47,4
4745
18,5
133.4
4845
22,0
4745

85,5 -

54,0
77.0

85.56

7 745
8 13
4 5
6 .
9,5
12
24
24
13
13
B,5
15
22
- 945
12
75
75
4,5
17.5
7.5
10,5
7.5
J12 .
8.5

Ll N L R
o

545

- BeD . 12
17 " 264D

10,6 -

7
2445
6

-

9

33

13
9

12
2645
g
10
15
22
3345
44,5
31
1845
10,5
25
41
2le5
24,5
15
20
14
43
10,5

20

26
16
15
&3
c4
33
34
7
27
22
29
35
24
24
18
20
15

30

20
24
19
27
19

24

25
40

1
19
13
13
17
18
23
24
20
20
17
21
24
18
18
15
15
13
22
16
18

. g

£

16

18

21

20

14
17
11
1n
15
1s
3
&3
18
18
15
19
23
16
16
13
14
11
2l
14
16
13
18
13
16

27
19

San Juis Obispo
Bean .

San Fernando

7,5 15 ' - 5e 28

13
Senta Paula _

4.8
.45.0




TABIE IIX

STATEAENT CF TYPICAL RATL RATES ON GASCLINS, NOW IN IFFECT, IN CALIFORNIA, COMPARED WITH

-———-———-L——l_____‘t_—-(__)

TYPICAL RATES FOR SIMILAR DISTANCES, PRESCRIEED BY THE INTERSTATE COMMERCE COMMISSION (1

o B8 WV gy o8

From

" $5 a2 2% &
et 8 20 s a8

To

(T L L BT ]

-~y

e P W

e

*+ 83 ¥9 g B8

Remarka

26 % 4 g0 A8

Route

‘Jacksonville, Fla.

Sacramento, Calif,

‘Douglas, Gae 117

Corning, Calif, 116

25 Proscrided in 169 ICC
686=12/ 5/30
10

Atlantic,B&C RR Coe
‘ot al
SePe Coe

Jacksonville, Fla,

‘Richmond, Calife

White Springs, Flae 161

Xing City, Calife. 165

33 Preserived in 169 ICC
695=12/ 4/%0

GBeS0e&Tlr, R. COa

Santa Fe

Jacksonville, Fie.

i.oa dnpelos FEarbor,Cal, Indio, Calif,

Jesper, Ylae 144

146

31 Preacrided in 169 ICC S.P. Co. and

695=12/.4/30
11 '

Santa e
SuPe COe

‘ Iﬂach’ w.

Bakwrafield, Calif,
leach, Xy.

Los Angeles, Calif,

St. Paul, Va. 168
208
Gate City, Vae.. 234

Imperial, Calif, 214

30 Proseribed in 163 ICC Al.Great SosRy.Coe,

565=5/15/30

olen,  Calif, 169 14

et al _
S.P. Co, end Santa Fe

33 Preacribed in 163 ICC Al.Groat S0Ry«Coe,

565- 5/15/30
16

et al
SoPs COu

IblCh, m.

Toaft, Callf,

Athena » Tonn-"’- 562

Marysville, Cali®, 368

41 Proscrided in 163 ICC ALeGToat SOeRYeCOs,.

565- 5/15/30
29

et al -
Sunset=S.P. Coe

Motile, Alee

‘Bakersfield, Calif,

MeLein, Miss. 62

Tulare, Calif, 63

23 Approved in 194 1CC
79~ 5/ 8/33
5

Gulf, Mobile &
Northern
Sunset - S,P. Coe’

New Orleans, Lae

Chrisman, Calif,

Magnolie, La. 99

Whittier, Calife 99

24 Approved in 194 ICC
79~ 5/ 8/33
7

Illizois Central
SQP. CO‘.

- Marcus Hook, Pa.

Stockton, Calife

Beacon HilL, Md. 32

Oakdale, Calife 32

15 Prescrided in 139 ICC Pemn. Ry. ot al

95- 1/26/22
4

SOP' CO.

Gates, Texas

Bekersfield, Calif,

Homer, La. 258

San Jose, Calif. 290

%0 Proscrided in 136 ICC Texas & Pacific

482-12/31/27
23

S.P. Co'

" Lawrenceville, Ille

Aaxtinex, Cn}it;

Indisnapolis, Izde 154

Tuba City, Calif, 137

19.5 Aprroved in 132 ICC
553-11/ 5/27
12

Chicego & Stelouls

Clevelend,Cincinnati

S.P. Coe

Yorth Baton Rouge, La.

Bakersfield, Calif,
Kansas City, Kas.

Taft, Calif.

3irmingham, Ala. 113

Santa Rosa, Celif,
Yankton, S.Dake

Richmond, Calif.

368 29

4l.5 Approwed in 66 ICC
509~ 2/18/22

350 28
336 34 4pproved in 183 ICC

48%3= 4/19/32

N.Q.&Noxtheastern
Rye Co., ot a1
SePe’ CO.
JAanspee & Western
m‘. CO., et al
Sunset=S.P. Coe

(1) Data conteined in Tedble III has been ebstracted from
Bxhivit 13 offered by Tenk Truck Operators' Assoclation.

{(2) Retes ere in cents par 100 lbse

Ry.Co.



TATEMENT SEOWING BASIC SCALZ OF RATES FOR TEE TRANSPORTATION
OF REFINED PETROLEUM PRESCRIFID BY THE INTERSTATE CCMMERCE -
COMMISSICR FOR APPLICATION IN MID-CONTINZNT TERRITORY ON

REFINED PETRCLEW PROJUCTS IN THY SOUTEWEST,1l74 I1.C.C.745-756,
AND DECIDED JONE 2, 1931, IN APPRNDIX II THER®OF, COMPARED

WITH SCALE OF RATES PRUPCSED BY THE CARRIERS AND SCALZ
PREVIOUSLY FRESCRIBED BY TEE COLMISSION IN 171 I.C.C. 381-480,
AND DECIDED JANUARY &, 1931, APPENDIX K

o
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s _6/2/1831
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TABLE V,
TANKX TRUCK HAULERS

ESTIMATED COST OF QPERATION

6,000 GALLON CAPACITY

TEUCK AND TRATLER ONIT.

Invegtments

Vehicles, less “ires
Tires ‘
Total :
Machlnery, tools and equipment
Total
Working Capital
Total

Days in Service per Year

Filxed Chargas per Year:

" Taxes and Licenses
Insurance
Driver's Wages, incl. Comp. Ins. :
3,750 hrs at $.67 per hr. $2,512,
Comp. Ins. at 7.72 per cent 194.
Overhead.and General
Return on Investment:
Vehicles, machinexry, tools,
etc. 8% of 50% $ 427,
Working Cepital -
8% of 100% 59,

Total per year

Average Tixed Charzes per Day ¢ 21.32

Oparation Charges per Mile: Valley Mountain

Tires, Tubes and Tire Repairs $& .0206 $ L0278
Fuel «0424 «0688
Lubricants 0035 0080
Repairs 20325 +0488

Total $ .0990 $ 1514

Depreciation = Vehicles =« See Exhibit No. 16-~-A, Appendix "H"




TABLE VI v1

XSTIMATED COST PZR TON_AND PER 100 POUNDS
 VALLEY [ YOGHAAYS = 12-1/2 HOUR DAY

TANC TRUCK HAVLERS o H

o 1, Length of Haul - Miles 15 "20 30 40 50 100 300
2, Round Trip Time - Minutest . B o , :
3. Loading and Unlosding - . 150 - 150 150 150 150 150 150
4. Delays, meals, eotc, | _ 50 50 _ 55 60 65 95 215
5, Running at 19,9 m.p.he - 150(a)  200(=) _240(b) 267(c) 302 604 1,810
6. Total Round Trip Tire : 3B0 400 445 477 517 849 2,175
7. Round Trips per Dey ' 2,140 1.875 1,685 1,572 1,451 «883 «345
8, Truck Miles yer Day , 79,200 20,000 116,124 - 140,792 160,070 191,680 221,940
9, Tons Hauled per Dey (d) 42,800 - 37,500 33,708 31,448 20,014 17,668 6,898
10, Fixed Cherges per Day $ 21,32 $ 21,32 $ 21,32 3 21,32 3 21,32 $ 21,32 $ 21,32
11, Milesge Chsrges psr Day 7.84 8,91 11,50 )3.,94 16,85 18,98 21,97
12, Depreciation per Day 3.75 3.82 4,00 4.20 4,36 4,65 4.97
: 13, Tctal Charges per Dsy & 32,90 8 34,05 3 36,82 ¢ 39,46 % 41,53 $ 44,95 $ 48.26
14, Expanded Totel per Day (3.26%) $ 34,016 % 35,194 3 38,057  § 40,786 $ 42,925 3 46,460 3 49,881
15, Aver, Cost per Ton : 8 795 3 <939 £ 1,129 $ 1.297 $ 1,479 $ 2,630 $ 7.23)
16, Aver, Cost per 100 Pourds 3 ,0398 $ ,0470 § L0565 & ,0649 § .0740 $ L1316 $ .3616
. {e) Speed 12 m.p.h, NOTEs - The inerement in cost per ton per mile tetweoen
- (b) v 15 * a 50-mile haul and & 100-mile heul is the serme
{c) w18 " : as between a 100-mile haul and a 300-aile hauli-

- {d) 20 Tons per Round Trip viz,., $.,0230, hence the cost per ton and per
¥
: 100 pounds may be readily calculated for eny
length of haul groater than 60 miles,




Sheet 1 of 2
TABLE V11

COMPARATIVE RATZS IN CENTS “WER 100 POUNDS

: Meuntain-Paoiflc 1  Southwestern Scals Rates for Similar Disteances
t Scale 192 1,040,599 8 Plus 20%,174 1,040,745 Presoribed or Found

Distances 1 Decided May 2, 1933 : _Decided June 2, 1931 Not Unreasonable by C,ReC,

Miles and under 12 1

" dver 12 11
13 1z
14 12
16 13
15 13
16 143 :
17 13 Kerto to Bakersfield 24 CRC 744
18 .
19 | ' 16 Tatt to Bakersfisld 24 CRO 744
20 13 Fillmore to Los Angelss 17 CRC 328~=plus
21 wartime advances
22 18} Baksrsfield to Tulare 24 ORC 736
23 15 Fillmore to Pealnma 34 CRC 551
24 :
24
25
26 244 Bgkersfisld to Hanford 24 CRC 736
27 '
27
28 2 Bakersfield to Fresno 24 CRC 736
29
30
31
32
33 274 Martinez to Yuda Oity 26 CRC 334%
34 Bakerafield to LA, 24 CRC 729

35

B58888BE5w

2 2 2 2.3 3 3 32 3 333 3T 33 3233 2T XT3 3T 323

RO
oo a

4]
10
15
20
25
30
35
40
45
5O
65
60
65
70

-¥5
80
85

2 2 % 3'T 233 3'3 3 33 3T 3 XA ZT 3T T 3233
2 33 32 323 1T 31T 3% 3323332323 3 33333




Sheet 2 of 2

TABLE VII,

COMPARATIVE RATES IN CENTS PER 100 POUNDS

Mountain Pacifioc ¢ Southwestern Scale Rates for Similar Distances
Scale 192 1.0.C.599 : Plus 20%,174 1.C.C.745 Presoribed or Found
Distances Decided May 2, 1933 : Decided June 2, 1531 Not Unreasonable by C, R, C,

190 Miles and over 180 36 30 413 Coslinga to “urora 30 CRC

200 " " " 190 37 20 40 Bakersfield to Modesto 24 CRC

220 " " 200 39 , 31 (39 Taft to Merced 24 CRC
(413 Taft to L.A, 24 CRC

220 40 323 45 L,A, Basin to Imperial 33 CRC

240 41 3

260 42 35

280 45 36

300 45 37

240
260
280
300
320
340
360
380
400
420
440
460
480
500

320 46 33%

340 47 3¢ (554 Taft to Woodland
360 48 41 (56 n 7 Richmond
380 49 42

400 51 43

420 52 44

440 53 4

460 54 45

480 55 47

n
Y
"
"
"
”n
”
n
n
”
n
"
”
n
n
"

3 2 3332 3332 I 3 3 23

* PRate for long-line mileage, via Stockton 166 niles; short-line mileage, via
Southern Pacific 92 miles.
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I dissent from the oxrder.
Boavy increases in ell kmown rates for the tramspertation
of gasoline ere made. Belioving that transportation rates should mot

be increased by public authority except for clear end Impelling reasomns

end that such reesons are not here present, 1t 1s appropriaté that I

state driefly my views.

Interests Involved.

Four interests are involved:

First. The well organized tamk truck operators engaged In a
highly speclalized dusiness urge the Commission (a) to
fix minimum rates for the haulage of gasoline by tank
truck which will irnsure them better sarnings and (b) to
protect them in higher earnings by forbldding their rail
competitors to charge rates lower than the wminimms fixed
for the trucks, except where for long hauls maximum
reasoneble rall rates are below the truck m.ini.mmns.wl It
this occurs they desire authority to go below the m:n_ixn}ms
to meet the rates of thelr competitors. -

Second. The rallroeds, which are now charging rates less than ‘
meximum reasonable rates but of sufficlernt volume to cover
out=of~pocket costs and to contridbute s(omething towa:rds‘ -
general expemse esnd return, resist any lncrease in their
rates. They mgke & subsidiary contention that 1f the:lr
rates be lIncreassed they should bYe permitted to chearge a
1es.,er rate than thelr truck competitors, which they urge .
1s necessary to secure for them a reasonable share of the -

~gasoline traffic. |

Third. The 01l companies which control and allocate the gasoline
traffic between truck and rail and which pay initially the




N

‘trensportetion costs. Speeking through their several
traffic officers, they say they desire both truck and reill
transportetion, are willing t0 pay roascngble rates but are
ot willing to.pay a highexr rate for one form of transporta-
(1)

Fourth. The gasolline using public which in the end beers the
(2)

tion than another.

costs of transportation.
The order grants the request of the tank truck operators
almost in toto.(S)

Importence end Effect of Order.

The order 1s an lmportent one. Its precise effect end con-
sequences mey not be stated with that precision and definiteness which
its sweeping cheracter would seem to demand. On objection by the tenk

(4)

truck operators evidence of exlsting truck rates was excluded.

Rell rates, of course, are known. Certain things are clear.
Flrst. The existing rall scele, an lmportent factor iz determin-
Ing rates and rate relationships, is discerded for an
entirely new scale constructed upon the theory and basis
that truck rates should In the main fix the scale. The
extent of the changes are lllustrated in Table II ettached

(1) Of the gasoline traffic moved by rall and truck they now allocate
epproximately 214 to the ralls and 79% to the trucks. Of this traffic
some moves to bulk stations having no rall facilities and hence is not
competitive between truck and rail. Of the traffic enjoyed by the
trucks, 364 is non-competitive and 64% competitive. Of the competitive
business the ralls enjoy 304 and the trucks 70%.

(2) 4n offer of proof that prices of gasoline are fixed on the basls
of refinery tenk wagon price plus rall rate to destination was re-
Jected. .

() Minim&m retes for short heuls are higher then those sought. For
longer hauls they are lower. )

(4} It would be unfair to criticise the presiding Commissioner for
this ruling. In fact, the ruling was by him called to the attention
of the Commission. If the ruling was erroneous the error is imputadle
o the Commission. There was one iltem of direct evidence that crept
into the recoxrd and some indirect evidence that point to the relation-
ships between rail amd truck rates. Thls 1s referred to subsequently.




to the opinion, where in ome column is set forth typlcal
rall rates and In another column minimum truck rates fixed
by the order. The vercentage relationship between the
corresponding rates in the two columns indicate (a) the
extent to which existing rate relationships are changed
and (b} the extent to which rail rates at least are in-
creased.<5) It will be observed that the new scale de-~
pexrts from the old by percentages varying from 7% to as
high as 118%.

Second. The effect of the order upon the gasoline conswaning
pudblic, which wltimetely bears transportation costs, may
be spelled out in part. The majority opinion suggests

one-third of a cent per gallon of gasolire as the measure

or equivalent of Inereases ordered.ce) Perhaps e better

measure of the extent of the increase 1s to éay that known
42 Exhibdbit

18 summerlizes s partial report from oil companies of rail

Tates are apparently Increased at least 504.

tonnage. Applylng one-third of a cent a gallon to even

this partial movement equals $400,000. In view of the

representations of the tank truck operators,(a)‘theV

(5) The percentege increases for the varying movements specified run

as follows: 7.1%, 62.5%, 25.0%, 50.C%, 72.7%, 20.C%, 60.0%, 41.2%, 85.7%,

100.0%, 70.0%, 87.5%, 83.2%, 90.C%, 71.4%, 87.5%, 87.5%, 12.5%, 84.24%,

gg.i % 75.C%, 87.5%, Tl.&%, 112.5%, 90.9%, 118.2%, 55.9%, 100.0%, 87.5%,
«45%.

(6) The language used is as follows: "The averege intrastate rail haunl
is 85.25 miles. Hereafter, we have increased the current rates for
thls length of heul approximately 5 cents per 100 pounds. Equated to
gellons this emounts to one-third cent per gellon.™

(7) The mathematical average of the percent increases shown im Table
IT is 68.45%. It must of course be recognized thet i1f this inerease
could be welghted another figure might result. There is no evidence
upon which welghting may de sttempted.

(8) In the drief of the Tank Truck Operators! Assocletion after re-—
ferring to one operator who declined to meet the rall rates end ceased
haulage, 1t is said: "The remainder of the tank truck Industry wes
not in so fortunete a position, and was compelled to meet these rates
with the operating results shown in Mizes! Exhidit 1.v (Reference to
thic exhibit is made subsequently.)




testimony of one major oil company treffic officer that

rall and truck retes were the same and the general
testimony of other oll company treffic officers that
they would not pay more for one form 6f transportation
than another, it would seem to be not an uﬂgéasonable -
assumption that at least as to the 64% of the truck move-
ment which is competitive with the reils the truck rates
closely approximate\the rall rates. If this 1s a feir
assﬁmption 1t follows that inereases in truck rates for
this competitive busliness on the one-third cent a gallon
measure would amount to something like $970,000 on the
vartial movement shown in Exhivit 18.

Allowing for the infirmities in the measures re- -
ferred to, the conclusion is inescapable that heavy 1ncreas§s'gré '
ordered in transportation costs for the competitive gasoline moie—
ment, which represents about 704 of the copb:nedrail and truck move-
ment. (Reference 1s made subsequently to a possible claim of off-
setting reductions In rates based upon the as§§5ption thﬁt the 01} —
companies are paying the trucks some rates which are relatlvely much

higher then the kmown rall rates and higher then the minimums pre-—
seribed. ) |

Grounds for Order.

What are the grounds of justification_for thls
Important order? ,
First. Much emphasis and welght seems to be attached to the
argument that the reilrosds will by low rates drive the
Tank trucks cut of business as to the competitive gasoline
treffic end that upon @his objective‘being galned they
~ wlll demand and be accorded higher rates and the pubiic
‘ will de gouged. This 1s a pure bogey man end entitled to

4.




no serious consideration. TUnder exlsting rall rates trucks
are now hauling 70% of the gompetitive business. Shbuld
rall rates become burdensome, highwey carriers will be on
hand. Proprietary truck heulage 1s always availableﬁas:g
check on high rates.(g) The feered result might have been
possible yeers ngo. Today there is not the slighxgst ¢hance
of its coming to pass. o

Second. There 1s the idea that the rallroads need more money
and that thelr retes should be sharply incereased in the
hope of accomplishing this end. The rallroads here oppose
any increase in thelr rates.

Third. This case, in substence and effect, 1s an epplication dy
the tank truck operators for an Iincresse in rates. Does
thelr financlial position as here disclosed calllfor the
granting of thelr request?

As the rallroads in their quest for gesoline traffic
hgve made suszcessive reductions in their retes, the trueck
operators have persistently and vigorously asserted that

they were being ruined. It is doubtless true that every

Commissioner at the time re Gasoline Rates, 39 C.R.C. 37,

153, wes decided, thought the tamk truck operators would be

in an unheppy financlal condition. What the truckers now
claim that condition to have been under the lowered rail
rates 1s depicted in thelr Exhibit No. 1, which is &

summerdzation separately and collectively of the revenue and we

(9) In Re Cement Rates, 32 C.R.C. 523, the Commission upon a full
record concluded the cement compenies by proprletary trucks could heul
cement 53 to 56 miles for 4 cents per 100 pounds from the inner mills
to Los Angeles, and from the outer mills, 98 and 115 miles, for about
6 cents, rates lower than existing rall rates on gasoline and very
much less then the minimum truck rates prescrided. One of the outer
mills, it eppeared, was sctually using proprietary trucks,and claimed
its costs were less than 6 cents.

R
'




expenses of 15 operstors end which is declered to de a
representetive cross seetlon of the entire industry. Re-
duced to an annual dasls, the collective or combined
showing is: |

Revenue .-..-...‘lt-‘..!..l‘.$2’$00’mo.

Costs * 8 & &8ss e o0 e s hPeredhee 2’280’000-‘

Net for Retm * 2o ese s ssehed »20’000.

"Estimated Value of Plant

and Zquipment” ......... 1,928,000.
Rete of ReBurD ceoeevenecenaas %

Percent increase in revenue
%Yields% PeaA VS GCEsLIEan 5.86%

Included in the claimed value of $1,920,000 1§ an itQMHOf,

equipment of $472,500, the depreclated dook cost of which

15 $22,807. The equipment thus velued is deprecioted at
the rate of $118,125 per smnum. The annual deprecietion

acturlly charged was $12,921. These ltems pertaln to one

(10)

operator. If the property base be edjusted only to
reflect the book depreciated cost of this one ltem and the
cost figure be adlusted to reflect the deprecletion actually
charged the return becomes adout 84. It may safely de
asserted that never in the long history of the Commi ssion has
& utility been permitted to Increase its rates om such a -
wegk and inéonclusive showing of earning as here made. With
privete truck operators under new Legisletion seeking aeid
from.publié authority =analogous to that long accorded in
proper cases to pudlic utilities, they should be held to'tho
full and convincing showing of need demanded of public

utilities when seeking rate inc¢reases.

{10) Reference to the appendix to Exhibit 16 Indicates that at least
one other operator has_ included in velue an smount in exgess of the
deprecieted book cost,gquipment and In costs depreciation 1n excess
of that charged. v .




Fourth. 4 defense or appraisal of the order not expressed
in the long opinion mey be advenced by 1ts spomsors based
upon assumptions not only in striking sontrast te the
plcture painted in the opinion respecting the need or
lack of need for a differemtial bhetween rall and Truck
rates,Cll)but Inconsistent with some of the representa-
tions made and testimony glven.

This in substence 1s that the truck retes preseribed
rea;ly‘will inerease the revenue of the truck operators
only about 4%; that the o0ll companies not omly allocate
to the tank trucks the preponderance of the gasoliné MOV &=

" ment dbut pay the trucks for transportation substantiaixy
more than the corresponding rall scale; that this‘may take
the form ©f higher than rail rates for the competitive
business but more likely tekes the form of relatively higher
rates where the movement 1s to non—cémpetitiveupoints; that
the minimum Tetes for the trucks where lower then the retes

now received will de voluntarily observed dy the trucks aé

golng rates; and that hence increases Iin rates may de offset

by such voluntary decreases, with the net effect that as fo
the operatoré mentioned in Exhidit No. 1 their roported
gross revenue of $2,300,000 will be increased by only ebout
$90,000 and that incidentally discrimination in rates (which

may well be under such assumpiions) will be corrected.

{11} In Re_Gesoline Rates, 32 C.R.C. 37, both the majority and the
minority of the Commission were in agreement that, as expressed by

the then minority, "the record 1s clear that upon an eguality of rates
the rails cannot hope to seriously compete with the truecks.”™ In the
mejority opinion here 1t is said "that if in the previous Casse 3537
the Commission had enjoved the benefit of the testimony of these
representatives of the major oil ecomponies, sunnlemented by the ox-
heustive investigation of the Comrmission'!s staff, our conclusion as
TO_the necessity o: e dliferential would heve been cOntrery toO the
views expressed therein.”




Indeed, this theory 1s the only alternativq to the
concluslon that the order grants the truck operators in-
creases in rates far In excess of emything warranted by
even thelr maximum claims as to deficient'earnings.

Acceptance of the assumption or inference that the
01l companies are paying the trucks rates higher over-all
then the rall scale of course (a) destroys the factuel
plcture upon which is based conclusions upon the issue of
differentials and (b) is irreconcidle with (1) the repre-

(12)(2) the‘testimony

sentations of theliruck operators,

of one major oil compeny treffic officer thet truck and

rall rates were the same, and (3) the testimony of al) the

01l company traffic officers that, as statéd in the

opinion, "factors ¢f minimum weights, speed in transit,

flexiblility of service, loading and unloeading, credit

sxrrangements, and settlement of clalms, as they are related
to the rails on the ome hand, and the trucks om the other,

Justify ne monetary differentisl in rate.”(ls)'

Referring dack to the interests involved in this cese:-

The reilroads do not seek but oppose a change in rates. The
gasoline using publliec is not interested in bearing increased trané—
portation costs. The tanlk truck operators constitute the only Interest
desiring the higher rates here ordered. Their meximmm claim respect—~
ing earnlngs calls for rates which will increase their revemue by only
6%. Anelysis of their claims leave grave doubts as to whether they

need any Increase.

The case might well be dismissed for went of showirg of any

(12) See footnote 8.

(13) The opinjon also refers to the refusal of these officers "to
concede that the service of either form of carrier * * was s more
valuable service than the other." See glso footnote 1l.

8.




need for relief. Should the Commission, however, feel the trucks

are entitled to inereases in rates to give them 3% or 4% more revenue,
1t should find out what rates the trucks are now getting end extend
them such rellef in a form which works the least change in existing
rates and rate relatiomshlips. It would certainly be a most
anomalous situation where it 1s necessary to increase rall rates

some S50% In order to give the trucks am over-all increase of 3% or

4%.

oo
- JI/' R/ &’AA_
" Commissioner. .




I concur in the majority opinion und order. The mundate
of the'Legislature exprocssed in the Highway Carriers' act and
the 1935 umendments to the Publie Utilities act compels such
concurrence.

The dissenting opinion expresses considerable alarm because

rail rutes are bdeing inereased. However, even though increases are

made in rail rates ranging from 7 to0 118 per ceat, which on the

surface muy appear drastlic, these Ilncreuses must be viewed in the light
. of the historical background of the rate structure to obtaln the
proper perspective to see if these increases are Justified and reason=-
eble. It must be borne in mind that the present rail rates are not
upon a reasonable bausis but are an outgrowth of a bitter rate war
which bhes been waged for years between the railroads and the trucks
Tor the gasoline traffic, aun uneconomic rate war which would never
have been permitted by this Commission 1f the present statutes were
then in effect. Onme i1llustration may be mede. This Commission in

Bird v. Southern Pacific Company, 33 C.R.C. 259 (1927) found as

reusonable for the transportation of refined oil prodﬁcts from the |
Los angeles Busin to Imperial, a rate of 45 cents per 100 pounds. By
sucecessive reductions, because of the rate war, this rate is now

16 cents. Under the order proposed by the majority, the 16 cent rate
will be increased to 32 cents, the latter rate being only 71 per cent
of the rate found roasonable in 1927. In the Bird case, the railroads
defended as a reasonable rate, 56 cents per 100 pounds which is 57

~ per cent of the rate prescribed. The record contains many other
1llustrations of the same nature.

Whatever temporary advantage the public may obtain in lower
transportation charges during rate wars is moxe than offset by the
economic disturbances created. In the final analysis, the true test
of regulation lies in preventing that which iz not in the publice

interest. When sound thinking points to a course which compels &
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roasonable increase in rates, (1) we should not faltor because the
snippers will pay incroeased transportatlon charges.(z) In compelling
"the ralls to place their rates on & reasonadble level, we are achleving
stabilization in transportation and giving to the public the assurance
'that both the trucks and the rails will flowrish In full vigor and
thus provide an adequate sorvice by both agencles of transportation
which this record shows the public necds and should havee
It should be emphabizedwthat the truck rates hero prescribed

are not based upon the cost Lfigures submittedlﬁy fhe tanlk trueck
oporatorse As proviously stated, they are based upon the cost study
submitted in this proceeding by Mre Fred Chesmut of the Commlssion's
staffs The rccord shows that this cost study, as modified, is com=-
prehonaive; fair and Impertliale The study thus devcloped reprosents
the ¢osts, ineluding a reasonable rate of roturn, of hauling refined
Oils by the tank truck Industry as a wholce Hence, it is vnnecossary
to Indulge in the assumptions!set forth in the dissenting opinion to

dotermine whether or not the rates presceribed will yleld an unreasons

able rate of roturne Weo have the definite answer in the recordes

(1) The rall rates found reasonable and sufficient ore falr and cone
sorvativee. They are on a somewhat lower level than rates heretofore
found reasonable by thilis Commlission, and by the Interstate Commerce
Commission in thals territory, but for the most part slightly higher
than the rates found reasonable by the Interstate Commerce Commission
in the southwest torritory (Refined Petroleum Products in the South-
ok, 171 IeCeCe 381, 174 I-C.Ct 745).

The truck r ates are b&sed upon the cost figures presented by
Mre Fred Chesnut, Assistant Englneer of tho Commiscione The rates pre-
scriBed will result In an overall increase in truck revenue of about
3.86/0.

(2) The iransportation charges are paid by the 04l Companiese Thelir
representatives appoaring In this proceocding walformly stated they
wore willing to pay reaconable ratess Considering the small increase
per gallon, 1t 1 not 1llogical to ascume that the 01l Companies will
absord the inerease and not pasc It on to the pubdblice But whether they
do or do not 4% canmot be sald falirly that the public is being
burdened with unreasonable ratocse
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I cannot sgree with the thought expressed in the dissenting
opinion that if the ralils were successful in obtaining ome hundred
per cext of the traffic at the competitive points and by so doing_
drove the tank truck operstors from thls dusiness that, in the ruxure,‘
there would not be an attempt made to increase the rail rates. The
railroads adzit.that present rates are lower than meximum feasonable
rates. Our past decisions show Them %o be such. The record discloses
that they now pay sometiing slightly in excess of outecf-pocket costse
They showld pay full costs and more accofding to the standard of reason- ..
ableness used by this Commission and the Iﬁxerstate Commence Cémmission,
and the standerd of reasonmableness so vigorously defended in the past
by the railroads before this Commission and the Interstate Cormerce
Commissicn. With truck competition removed, 1t would logleally follow
that the reils would ask for increased rates emd they would have no
trouble justifying aigher rates unless we discarded our past cohception
of what constitutés reasorable rates for the transportation of gasoline.
In arriving at thls conclusion, I em not unmindful of the threat of
proprietary truck competition. But certainly a glance at the charﬁ‘
appended to the decision shows that the rails could make substantial
incresses in thelr exlsting rates before they reached the point where
it would be profitable for the oll companies to operate their bwn,*
trucks.

The majority opinion does nothing but carry out the mandate of
the legislature. It esteblishes just, reasonable and non-diserinmina-
tory rates for the trucks and reasonable and sufficlent rates for the
rails.e The record amply supports tihe rindings made. What other course

could be followed under the present laws?
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