IR
Decision No. '*'° S4

BEFORS TEE RAILROAD COMMISSION OF TH: STATE OF CALIFORNIA

Iz the Matter of Increases In Rates,

Feres end Charges. Applicatioz of -
Redllroads (and Comnecting Water Lires) application No. 21603
for Auvthoxity to Increacse thelir Retes,

Feros and Chaxges.

R. 2. Wedekind, for all epplicants not specificelly Tepre-
sented by other counsel

Gereld Z. Duflly axé Geore;e T. Hurst, for The Atchison,
Topexa &nd Senta Fe Rellway

L. N. Bradshew, £0x Western Pacific Rellroed Compexy, Sacra-

. nento Northern Ra.ilroad, Tidewater Southern ?a_iway
Compary, and Delta Finence Company, Ltd.

Reg:umld. L. Veughean, for Pacific Coeastwise Conference

J. 7. Deuel, for California Farm Suresu Federation

. J. Lane, ror Guggenhime & .Company

Ralph D. Mitchell, Tor Zenxry Cowell Lixe & Cement Coxpany

A. E. Ven Slyxe, fox Yosemite Portland Cement Compeany

N. E. Xeller, 20> Pacific Portlend Cement Compeany

W. G. Eiggins, Lfor Santa Cruz Porxrtland Cement Company

C. R. Boyexr, for Southwestern 2ortland Cement Compeny

R. L. Taxce, Lfor Monolith Porxtleand Cemernt Company

A. Larrsozn, for Californlia Redwood Association

E. J. Forman, for Los Angeles Gralin Exchange; California
. Hay, Grain and Feed Association snd Globde Grain &
Milling Company .-

F, F. Miller, for Californie uilling Cozporation

L. R. Xeith and Izving F. Lyors, for Cexner's League of

. Califorrnia and Celiforrnis DPacring Co*bora‘cion

E. M. Berol and Roy B. Thompson, Lo Truck Owners' Assocla-
tion of Celiformie.

Sanborn, Roebl & Macleod for Tenk mruck O:pe*-aoort" Associo-

. tion of Celifornie - .

R. F. Welker, for Spreckels Sugex company

Lowe P. Siddons, fox Eolly Suger Corporation (Colorade Sprizgs)

R. ¥. Xnemn, for Dried Fruit Lsoci&tion o2 Califomia and -
Rosenberg 3ros. & Company

Frank 3. Eartung, for Owens-Illinmois Paclfic Coast Comany

L. R. Bishop, fo> 3ishop and.ZehleXr .

L. 2. Wolters for. Golden State Compeny, Ltd.

F. Merkelbach, for Alders 2ros. Milling Compeny

Elmer Westl e.ke Tor Celifornia~-Zawallen Sugexr Rerinins Coxr-
poration and the Western Suger Refinery

F. P. Kensinger, Toxr Loose-Wiles Biscult Coxpexny

J. 2. Anderson, for The River Limes

J. L. Roney, foxr S & W E‘..ne Toods, Inc.

c. G. .am:hony, for Pacific Freight Lines and Xeysione Zxpress
System and Pacific Tank Lines -

Job.n T. MeCuxdy,. for Pouliry Producer:s ol Cezrb rel Celifornie

. F. McXibber, Lfor .?acitic States Zutter, Egg and Cheecso

. Assoclation . ‘




Jerold A. Lincoln, for Fibreboerd Products, Inc.
Welter A. Rohde, for San Francisceo. Chamder of Commerce

Savin G. Wilcox, for Canner's Le e of Callifornia and Dried
Prodit Assoclation of Celiforaie ©

Gwyn E. Baker emd E. I. Allexn, Lor Allied Drug Distridutors
Assocliation

Williem Guthrie, for Celifornia Portlend Cement Co., and
Riverside Cement Co.

Guather Cerlbverg, for the Natlomel Wooden Box Association
George D. Cron, Treffic Meneger, for Chovrolet Motor Divisioz,
General Motor Sales Corporation , .
BY TEZ COMCISSION: i
S 0OPINIOXN
Oz November 5, 1937, substentielly ell the Class I reilroads
In the Urited States filed with the Interstate Cormerce Comnission &n
application requesting authority to meke e gemeral increase of 154 in
thelr rates, fares end charges, including those in offect to and Lrom
Canade end Mexico, and those published Jointly wiith water carriers,
subfect to certeln meximup increases. RA supplemental petition in
suppoxt of the above mentiomed applicetion was filed Fovember -6, 1937,
by the Jmericen Shoxt Line Reilroad Assoclation oz behelf of its 323
member lines. TFollowing the £iling of these petitions, the Interstate
Commerce Coxmission on November 8, 1937, instituted its p:océedir.g or

investigetion (Ex Parte 123, In the Matter of Increases in Rates,

Feres and Charges). ':Ehereartér, anéd as & pa.rt'or the carrier program,

ap_'olice.tioris were '.riléd with the various state commissions Trequesting
{nerecses on intrastate rates, fares and charges consistent with those

which mey be euthorized by the Interstate Commerce Commission on in~

terstate treffic. Such an epplication wes filed by this Commission oz
November 24, 1937. '

The Interstate Cormexrce Coxmission invited the verious state
regulatory commissions to cooperate witk it Ix the consideration of
the applications under» the cooperative plan contexpleted by Section
13(3) of the Interstate Commerce Act. Commissiozer Wekefield of this




Commicsion was selected as oxne of two representetives from the Moun-
taln Peacitic statesl endé pearticipeted with the Intér tate COmﬁerce
Cormission in the &isposition of this proceeding.

The Interstate Commerce Commission held hearings in Yashing~
ton, D. C.; Atlanta, Georgia; Chicago, Illinois; E1 Paso, Texes; Los
Angelés, ‘Californis; New Orleans, Louisiena; Portlend, OTegon; ené
Selt I.ake City, Uteh. " | )

On the record before it the Imterstate Commerce Commission,
on Mexch 8, 1938, issued its decision end snalyzed at length the evi-
gdence before it. Aumong its comclusions it was fTound:

e present revenues of the a:pnliczmts are inadequate,
~whether the simple coxmon lew tests be applied, oxr if
They be Judged by the statute witb. reference to thelr
sufficiency, under homest, economical and efficient
managenent, to provide in the public interest adeguate
end efficient rallweay transportation sexvice at the
lowest cost consistent with furnishing such sexrvice.
The record shows that the existing basis of rates is
20v sufficient t0 meintain In full v.‘.go:': either rall
or water transportation, or to nemit Improvement of
the Telations between and the cooxdination of t*ans—
portation by motor azd other carriers.™

It was also fouund while the proposals before it weg:':e not entirely

Justitied, appl.ica.:ts had Justiried increases oL S% on. (l) products
or asricul nre other then toopical r-u its, (2) animels ancl products
and the products thereot and articles tal:ing t-he seme rates, exclusive
of horses and mules, (3) lumber, shingles and laths and erticles
teking the Lumber mte, "(4) cottonseed oil end vegetable oils X.0.S.,
other then limseed oil, and increases of 10% on other commodities,

subject To some exceptions.

Californisa, Oregon, Wa.sb.ington, Ideho, Nontexne, Uteh, 'aycm._ng,
Colorado, Nevada, Arizonea and :Gew Kexico.

2 Amons the ezcept’ ons exe (1) no increases authorized for charges
for.protective service ageinst.neat or cold, charges upon Lresh milk
ard creem, bituminous coal, lignite, c¢oke end iron ore, (2) en in-
crease of 10 cents per ton on anthracite coel, (3) prior.increases
wust be teken into account and comsidered part of . the Increases
authorized under authority of General Commoldity Rete Increase 1937,
(4) meximur increases on fruits and vegetabdles limited o 15 cents
per 100 pounds; lumber limited to 6 cents per 100 pounds end the suger
te effective December 15, 1937, limited to & cents per 100 pounds.
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Upoz the issvence of the Interstate Commerce Commission
decizion, the application before this Commission was set for public

bearinrg. Hearings were hed at Sen Francisco oz Merch 13, 19, 21

and 25, end the matter was orelly ai'gued. before the Commission en
bane on Merch 28, 1938.

The record bé:ore the Interstete Commerce Comnission and
ts decision im Ex Darte 125 were made & pest of the Tecord fn the
instent epplication.

Applicents znd the other railroeds in the United States in
Tequesting this Commission and the other state commissions for <he
seme inc:-eés;es grented by the Interstate Commerce Commission contend
that only by obtaining such increases cax they Teceive the full mea-
sure of relief which the Interstete Commerce Commission fouzd wes
necessary in order to meintain in full vigor en adequate transporta-
tion systex. They have requested the state commissions to comsider
their vetitions as Tevenue measures, as éid the Inters*ﬁate Commerce
Commission, and have made no attexpt o Justify the lawsulnéss of
1ndividual rates. .They have supplemented the showing before the In-
terstete Commerce Commission by evidence submitted in this proceedi:xg
which shows thet the graviiy of their plight L5 ro less than that of
roil carriers gezerally throughout the Tnited States. The rate of
Toturn for the six Class T reilroeds® serving California Zrom 1929 %0
1937 ¢losely approximates the rate of Teturn throughout the country,
the averege return for Celiforrnia carriers being 1.94%, and 2.11% for
all. cerriers. 3ased upon 1936 revenues, expenses aad vaxes, the rate
o return for the six Californie carriers veried from .08% to 3.87%,

the average return being 2.32%. Az exhibit was also introduced show-

3 ' ' . )

e Atchison, Topeke end Senta Fe Rellwey Company, Greab Northern
Raiﬁay: Northwéstel::'n Decific Reilroad Company, Southern Pacific
Compeny, Unlon Pacific Reilroad Compeny .end The Testern Pe.aciﬁc Redl-

road Compenry. .. - | :
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ing the results for- the year 1936 reconstzucted to rerlect the latest
costs eand ‘rate beases. -So-adiusted, two of the six carriers in ’956
would have experienced deficits, while the rete of return £or the
four remaining carriers veried from 0.66% o 2.98%, the average for
the six carriers deing 1.37%. According to the estimates for 1932,
Tevenues will ‘be appz;oximatély $2,909,878 less than the 1936 Tevemmes,
while the operating expenses will be $29,243,569 hs.gher;é ta‘xes"
&7, 233‘ 692 :sréater,‘s creating a decrease of $£39,387,139 in net ra.il-
wa.y operating Income. A witness for the short lize rallroads vesti-
Tied thet the situation with respect to the zhoxrt line *a.il::oad.. was
probably more severc than with the Class I Toads.

The coastwise water carriers, members of the Pacific Coast-
wise Conference, Truck Owners Association of Californie and some
cortiticated cerriers supported the afppl" cation of the raﬁ:‘éé.d.s'; “the
lattexr two groups, however, reguesting *o to have certain exception.,
made thereto, perticularly with respect to the rates corsidered end
astablished by the Railroad Commission since "'he pessage of, and. rur-
svant to, the Eighway Carriers’ Act (Statutes 19..»5)

Generelly spesking, thé shippems who eppeared &t the hear-
ings in this proceeding were sympethetic to the plight of the car-
riers end -for the-nmost paxt conceded that they are in need of addi-~
tiopel revenue to properly meintsin an essentiel tremsportation
sexvice.

However, specific protests were madc (1) by the Cenner's
Loegue of -California ageinst any increase on the :novemen‘c o truits-
amd. vegete.’oles o the canneries and or the expty contalners - -returning,

4

Due to lncreased costs of uel, naterial pnd wages.

S . ) . . ‘ .
Social security and reilroad retirement taxes.
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(.?),. by the California Fexm Bureau Federation against exy increase on ..
é@ﬁiculturqi products, waere such Tetes heve roceztly been incree.sed.,s
(.3) 'by the Holly Sugar Compeny end the Spreckels Sugar Coxpaxy agalnst
any increase on suger boets and limero_ck to tke refineries, (4) by the
Holly Sugar Comp,a.ny ageinst &y Izcreese on sugar fronm .T:.-acy"e:id
mtarado to Sen F::ancigco Bay points, (5) by various :z.iilﬁ.ng interests
against eny i;cré_ase on grain and grain products or, iz the evest in-
cregs_qs. ore found Justified, su:c'b. Increases ﬁot to exceed 5% be gpplied
o_;ly to_thq so-called temporaijy rates now publisﬁed' by _applice_nts. to
e:@i;e with ey 31, 1938, énd peloy- '::o‘ the permenent rates eﬁeétiég

June 1, 1938,7 (6) by the Calirorn.ia ‘Rec’.w.ood J&,Ss;aciation agéinst ey
increase on 'Jfogél;"‘any i;;éréas_e in éxqess o 5% on box skook, e.nd:'to ‘
the Immediate erre.ctﬁre da't:‘e‘ of the p::oposedl_ increase on lmzﬁber and
felgted alr.fi;:l'es Troxz poinﬁs oz the Noﬁhweétéiﬁ ?e.ciﬂc Rail:-oad north
of Willivs,” (7) by the Sex Frascisco Chember of Commece and various
shi'p'persg eseinst eny further increases in the retes wheme such rates
nave been considered by this Cozﬁission in formel p'roceedinss s‘:mce'
'bhe' ﬁaséage of tﬁe Eishv&ay Carriers' Act, (8) by s.o':rie' of the cement }
nills egeizst &n hoé‘iiohtal'incrgasé in refes vaich may distuzb ex-

6 | L.
¥». T. T. Devel, on bekelf of the California Feux Bureaun, also
asked for a dismissel of the entire epplication on the grounds that

epplicazts had failed to meke a sufficient showing. QAs previously
stated, the entire rocord delfore the Interstate Commerce Comnission
is pefore us in this proceeding, supplemented by additionel evidence
fronm applicants.

e Globe Grain & ¥illing Company-elso opposed any incrcase oOn
the ingredients used in nanufacturing feeds.

T4 .43 Tequested that the increased Tates on lunber and related, -
erticles be deferred until thixty deys after the ex:!.sting embargo
on shipments from and to points zorth of Willits on the Northwestern -
Dacitic Reilroed be lifted. Due to slides eand washouts, this embergo

has been in effect since J eavary 31, 1938.

9 Guggenhine & Compeay, Golden State Compeany, Wholesale Grocery
Distridutors and Loose-Wiles Biscuit Company. ,
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10
isting differentials, (9) dy the Celiforniz Cattlemen and Celifornie

Wool Growers Associations against any inerease which may reswlt in
rotes higher than the distance scele of milecge mates esteblished by
the Interstate Corxmerce Commission in Docket 17,000, (10) by the
Dried Fruit Association; Rosemberg 3ros., end Guggenhime & Compeny
ageinst any incresses in excess of 5% on dried fruit, emd (11) by
Rosenbexrg Bros. egeirst amy increase in excess of 5% on apfi&‘:t dits,
elmonds, welnuts and rice. |

We have carxefully weighed the evidence in suppoxt of the
varfous protests mede in this proceeding. With few exceptions, we
caemmot tﬁ.nd wheTe ‘any unduve oT unreasonable durden will be placed on
the Califormie shippers. It should be emphasized that this is a co-
operative proceeding under Section 13(3) of the Interstate Commerce
Act and decause of the scute Linenciel distress of the carriers, we
must treat this as a revemue proceeding, as did the Interstate Com-
merce Commission, necessary to pi-eserve an adeguate ﬁra.nspor‘.;ation
system. We are not here celled upon, mor could we on this record
"determine, the reasonablemess of individual Tetes. In permitting
applicents to apply the increases or Intrastate traffic which were
authorized by the Interstate Commerce Commission on interstate traf-
f£ic, with cexteir exceptions hereinatter mede, it should be diséincftly
understood that eny shipper or growp of ship’p'ers may propexly chel-
lenge the reasonsdleness or lewfulness of eny individuel Lncreasses
herein authorized. We shall oxpect the apﬁplicants, if exy wndue nal-
adjustments are brouéht ebout by these increases, vo cooperate with
the shalppers to bring adbout a prompt and ecuitable readjustment of
the rates. IT epplicents and shippers are unadble to Treach a prompt

solution of theﬁ:: problems, the Comxmission will teke proxpt action

0

They suggest fn lieu thereol a Ilat increase of 1 cent per 100
pownds.




in considering zny complaints filed witxz it.

Based upon the record in this proceeding and taking judicizl
notice of our declsions and outstandirg orders, we are of the opinion
and so find that the increases authorized by the Interstate Commerce
Commission in Ex Parte 123 should be authorized by tinic Commission with
the following exceptions:

(1) On forest products, 25 Gescribed in Item 580 of Pacific
Freight Tariff Zureau Exception Sheet No. 1-2, C.R.C.
No. 597 (L. F. Potter series), the maximum increase
should be 5%;

Increases on rates authorized ir the preceding paragraph

from or to points norta of Willits on thae Nortawesterrn Dacif-
ic Railroad should be authorized as effective thirty (30)

days from the lifting of the exbarxgo on such traffics

On grain, grain products and animal or poulsry feed listed

in Items 100, 110 and 140, respectively, of Pacific Freignot
Tarilf Bureau Tarilf No. 240-B, C.R.C. Wo. 622 ( L. F. Potter
series), increases should not exceed 5% and should apply only
on a2pplicants’® Mtemporary® rates (expiring with ey 31, 1938);
and

Fo increases should be permitted in rates established pursusnt
to the Coxmission’s Decision 29267, 2s zmended in Case 4079;
Decision 29439, as zxended ix Case 41913 Decision 29313, as
amended In Case 4107; Decision28928, z2s amended In Case 4115;
Decision 29480, os zmended in Case 4145, Sart "BY; Deeision
30370, 2s amended In Case 4145, Parts 7r® amd "G®, except
rates prescribed from, to or between points situated north of
Chico, Corning and Keddie; Decision 30748 in Case 4145, Part
mK"s and Declsion 30737 in Case 4293.




Applicents will be authorized to Lile and meke effective
upon one day's notice the increases herein suthorized. It will be
necessery that our order provide that all outstarding unézpi:'ed oxrders
of the Commission, whether or not effective upon the date of thls
order, emthorizing or presecribing rates smd chaxges whick heve or
have not beexn published at the deate of this oxder, anc‘i all outstending
suspension orders, be modified to the extent xecessary to permit the
Increases herein avthorized to be applied to the rates and charges
authorized or prescribded in or maintained or keld dy virtue of suck
outstending orders. It will also Do necessary vo grant gezersl ro-
lief from the provisions of Sectioxn 24(a) of the Public Ttilitles
Aet, end thus authorize depestures incidentel to the establishment
of the incroases hercin authorizod azd %o grent reliel from the pro-
visions of our Tariff Circular No. 2.

The carriers before accepting the bemefits of this oxder,
and before filing the rates euthorized herein, will be reculired %o
ggree thet they will never urge before +this Commission, iz any repe_:.ra-'

tion proceeding undexr Section 71 of the Dublic Ttillities Act, or in
aery other proceeding, that the opinion and oxrder herein has fouwnd

that exy individual rate suthorized is ressonadle.

QRDZEE

JApplication ha.vi.ng'b'ee:; zade to the Reilroad Cormission Loz
en oxder, as indicated in the foregoing opinion, public hearings
heving been held, the matter having beer orelly argued before the
Commission en banc, and the Commission being fully advised In the
premises, '

'1m IS EEREEY ORDERYD that the epplication subject to the
moditications, exceptions exd conditions indicated in the opinion _
waich precedes this order epd in the oxder heTein, be exd it is hereby

grented.

'-9-




IT IS EEREEY FURTEER ORDERED that the increased rates azd
charges herein authorized may be mede effective on not less then
one (1) day's notice to the Commission and the public.

.~ IT IS EERESY FURTEER ORDERED thet applicexts be and they
are he::eby'auéhorized to depaxrt 'ri'om “he provisions of Section 24(e)
of the Public Utilities Act to the extent necessary to effect the
increeses herein amthorized.

IT IS EZEREPY FURTEER ORDEXED thet applicents be and-they
aze. hereby euthorized to publish increased rates and charges in the
form smthorized by the Interstate Commerce Commission. To the extent
depexture from the tems end Tulec of Teriff Cizeuler No. 2 of This
'Comission is roquired %o accomplish such publication, enthority for
suck departure be and it i: heredy grented.

IT IS ZEREEY FURTEER ORDERED that ell outstanding unexpired

orders of the. COﬁmiséioii, whether or not effective upon the date of
this oxder, euthorizing or preseriding rotes waich have or have not
been published at the davte of this order, and all ountstending suspen-
sion oxders- he and they are heredby modilfield to the extent necessary
to permit the Incresses herein authorized to be applied hut that in
all other respects sald-orders shell remain in il force and eoffect,
uneffected by this oxder.

IT IS ZERESY FURCEER ORDERED that the euthority herein
grented 1s subject to the express condition thet no cerrier to this
proceeding will ever urge belfore this Commisslion, Iin any proceeding
unéer Section 71 of the Public Ttilities Xet, or in eny other pro-
coeding, that the opinion or oxder herein comstitutes a finding of
fact of the Teasonableness of any particular rate; and the filing of
retes pursuant to the cuthority herein gremted will be construed es

consent by the respective.cazrriers .to.this condition..




The authority herein granted is void unless the Tetes are
published, f£iled end made effective not leter than July 31, i938.

The effective date of this order shall be the date horeor.

Dated at Sax Freaacisco, Cauifo*nia, “his A42 day of

//LA/J 1938

DN kUl
\%WW/M//

Commissioners.




