Decision No.

ORIGINAL

BEFORE THE RAILROAD COIZIISSION OF THE STATE OF CALIFORNIA

In the Matter of the Investigation
and Suspension, by the Commission
or its own motion, of reduced rates
published by Southern Pacific
Company and Santa llaria Valley
Railroad Company, for the trans-
portation of sugar, in packages,
carloads, from Setteravia to
Zakersfield, Sacramento, Stockion
and other points.

Case No. 4566
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BY THE COMZIISSION:

Apnearances

James E. Lyons, for respondents

J. Bichard Townsend ané Francis L. Cross
for Union Sugar Company

R. F. Walker, for Spreckels Sugar Company
and Western Sugar Refinery

Lowe P. Siddons, for Holly Sugar Company

Harvin Handler and Roy B. Thompson, for
Truck Owners Association of Calilornia

In this proceeding the Commission has suspended and has
under investigation reduced rates filed by Southern Pacifiec Company
and Santa Maria Valley Railroad Company for the transportation of
sugar in carleads from Betteravia {a point on the line last men-

tioned eight miles west of Santa llaria) to pointc in the San

-1-




1
Joaculn, Sacramento and Salinas valleys.  The rates in guestion were

suspended and the investigation entered into upon consideration of a
protestfiled by The Truck Owners Association of California alleging,
among other things, that said rates are unjust, unreasonabdble, insuffi-
clent and discriminatoryin violation of Sections 13, 13%, 19, 32 and
32+ of the Public Utilities Act. The matter was submitted at a
public hearing had at San Francisco before Examiner liulgrew.

The sugar involved is produced hy Union Sugar Company and%;
marketed in competition with sugar produced by five other refiners.
Heretofore it has been disposed of in San Francisco and Los Angeles.
In 1938 and succeeding years, however, the Company doubled its output
and is now no longer able to dispose of its productionin those two
cities. The development of new markets is, thercfore, imperative.

Respondents, supported by Union Sugar Company, claim that under

1

The suspended rates, filed in Item No. 580-Y of Southern Pacific
Company Joint and Proportional Freight Tariff Ye.707-G, C.R.C. YNo.
2810, and the ratesthey are proposed to replace are shown below.
(Rates are stated in cents per 100 pounds throughout this opinion.)

Present

Suspended Rates
Rates Minimun
Hinimum Welght

l
Suspended | Prcscnt! 1
Rates | Rates |
Destinations | Minimur | Yinimum:Destinations g %
Weight | Weight | i éé,OOOusz
i
z

Except As
LPg. i Lbs. | Indicaked |
Pakersfield 17 21 Sacramento 3
Visalia 25% Gridley ' 9
24 g
9
9

40,000 | 36,000 i |
3
Hanford iCroville 3
Armona 24 1W4llows 3
Fresno 25% IChico 3
Pinedale 27  !Red Bluff 42
Merced 30 lGoldtree 10
Los Banos 30 Bradley 15
Turlock 30 Gonzales * 18
Yodesto 30  iMonterey 254
Stockton | 26 !* ¥inimum Weight 40,000 Lbs.

o

2 The otaer refiners and the points where thelr plants are situated
are: apmerican Crystal Sugar Company at Oxnard and Tasco;
California & Hawaiian Sugar Refining Corperation at Crockett; Holly
Sugar Corporation at aAlvarado, Dyer, Familton and Tracy;  Spreckels
Sugar Comnany at Xanteca, Spreckels and Sugarficld; and "esterzn
Sugar Refining Company at San Francisco.




these circumstances the establishment of the suspended rates is nec-
essary to develop rail movement of sugar from Betteravia and to
forestall handling of the traffic by proprietary trucks.

An investigation conducted by rcspondents disclosed, it is
sald, that the presentrates from Betteravia are "out-of-line" with
those from other producing points situated in northern and ¢entralCal-
ifornia. Shippers atthesec other points enjoy commodity rates lower
than the corresponding ¢lass rates. 5o long asthe movement from Bet-
teravia was confined to San Francisco andLos Angeles there was no oc-
casionfor establishing corresponding commodity rates to other points.
Upon being inforaed of the prospective movement the proposed rates werce
filed chiefly to accord the Betteravia refinery a rate basis comparaile
to the bases maintained from other shipping points. The suspended
rates from Betteravia, it is claimed, are based uponthe needs of Union
Sugar Company and, like other commodity rates on sugar between Cali-
fornia points, are not constructed ona mileage basis. Counsel for
respondents explained that the principal purpose of the suspended
ratesis to get business and that helping the sugar company get into
new markets is incidentalto that purpose.

Rate and revenue studies were submitted byrespondents to
show that the existing rates from Setteravia are, in the main, mater-
ially higher than other sugar ratesfor like distances, and that earn-
ings under the proposed rates would genorally compare favorably wita
those under the ratesfrom other refinerics. It is conceded, hewever.
that the proposed rates to Visalia, Janford, Armona and Fresno are low-
er, distance considered, than the rates published to the other pointsin
issue. This lower basisis said to be necessaryto nect cross~country
truck movement involving substantially shorter hauls than over the
rall routes. Examples of rates and earnings from Betteravia and
other refinery points for comparable milecages taken from the wit-

ness's studies follow:




Rates,linimum | -
Weight 40,000 linimum Revenpue
Pounds,Zxcept Per Car
As Otherwise Car dile

Indicated in in
Present | Pronosed Dollars

avia

Better- Bradley 16 * - $ 57.60 67

-~ 12 45.00 56
Spreckels| Nacimi- 12 - 48.00 57
ento

Better- Bakers- ‘ - 7g.60 24
avia field 17 88.00 22

San Bekers- ' : ‘
\Francisco | field 61.20 | 20
!
IJetter~ | Saecra- | 351 ; 111.50 | 32
¥ avia nento 100.00 28

3

Spreckels Los =
r Angeles 355 100.00 28

|

!

‘ |

Better=~ Fresno 413 91.90 22
iavia 4224# 76.00
i
{

Better- Red 1 460 151.20
avia 3luff 120.00

Rugar- Los | & 2 : 100.00
fleld Angeles'; 7

i -
|
1
i
1
!

* ¥inimum Weight 36,000 pounds.
# Via Saugus.

e e r e et A e — v e € e

o - e —— P - ——_——— SR s

That the proposed rates are compensatory for the rail ser-
vice in gquestion 1s said to be demonstrated by a study submitted by
a ¢ost engineer employed by respondent Southern Pacific Company.
According to the study the direct costs of ;ransporting sugar in
carloads of 40,000 pounds from 3etteravia to representative destina-
tions involved nherein are materially lower than the suspended ratese
Pro rata operating costs based upon system averages and Including
taxes, the study indicates, arc also less than these rates. The
results of thc study are portrayed by the follewing tebulation. (Costs

and rates arc stated iIn conts per 100 pounds.)
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Suspended Pro Rata Costs
FDgsziggt;ons Plus Taxes

Bakersfield 15.14
Fresno 17.23
Stockton 3 12.69
Modesto 12.19
Uerced 12.8
Sacramento
Chico

Red Bluff

Studies prepared by Union Sugar Companyfs traffic super-
visor, the results of which are reproduced dbelow, show that rates

from other refineries are not made on a mileage basis:

over
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Txeoss of Longes™,

Shortest Distance

From 70 Miles Trom ) Miled IHdles|Per Cent ’

e

Sugarfield Wellows 68 | San Franeclscoy Modesto 103 35
Alvarado Stockton 70 | Trecy Fresno 123 23
Alvarede lonterecy g7 | Yantece i Gonzeles 198 6l
Crockest Saeremento 63 | Sugenlield 'l Fresno 137 54
2en Franciseo Sacrimen‘;o 93 | g:garficld | Heaford 242 149
Crocket?t Gridley 114 [ (Sen Franciseo; atd el

1
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b * Smewm inm the stetement ez 197.1, erzer in celculation corrected.

Thac witness contends that these rates have been made in an endeavor
to pernit the different refineries to coxpete in the markets they
doesired to reacin and argues that his company should be accorded simi-
lar trecatment. Other rate studies prepared by this witness demon-
strate, he sald,that his company, unlike its competitors, does not
enjoy commodlty rates lower than prevailing c¢lass rates and that the

proposed rates, mileage considered, comparce favorsbly with the




existing rates maintained from competing refincrics.

The Beard of Dircctors of TUnilon Sugar Company is said to

have decided, tentatively, that if the suspended rates arc not

allowed to become ¢ffcetive the company will reach valley merkets
If forced to do so, a witness for the

by operating its owm trucks.

company stalted, it will also usc these trucks for transportation te

San Francisco and Los Angeles, thus not only depriving for-~hire car-

riers of thc new business whicn the proposed rates werce expected to

attract, but also of thc Sen Francisco and Los Angeles traffic.

Respondents assert tha? they cannot afford to consider such threats

.madéiby responsible people as "idle gesturcs" and that they are

Tstificd in acting vefore tihe threatencd competition becomes &

rezlity and the business is irretricvably lost.

This threat of proprictary operations in the cvent the

suspended rates are not made applicable is sald to be based on

studice made by the company's traffic supervisor and its president.

The traflic supervisor testificzd it hsos been comeluded that the cost

to his company of operating ivs own trucks would not exeeed the pro-

vrosed rail rates. This conclusion, he cxplained, is based upon the

results of the company's proprietary operations for distances of 100

niles and less and upon the expericnce of Bradley Truck Company, &

for-hirc highway carrier that hes hauled sugar from Betteravia for

A study submitted by the witness shows that to San Joaguin velley
points Son Francisco rates are 2 cents higher than Manteca, a differ-
ence of 1 cent for cach 43.5 2dditionel miles. Under the suspended
2tes, the study indieates, the additionnl milcage from Betteravia
as against San Francisco would be compensated for at rates ranging
from 1 cent for cach 16.8 miles to 1 cont for cach 46.5 miles. Sus-
pended roates to Sacramento valley points would yicld 1 ecent for cach
25.3 niles and on the San Proncisco-linntcen basis rates would be but
8 eents nisgher then San Froncisco, instead of 10 cents higher as here
proposcd. To San Joaquin valley points tihe San Franclsco=lianteca
basis would produce rates ranging froz= € cents less to 1/2 more than
the susvended rates.

L4
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greater distances.4 Ze admitted that his company had not engaged
in proprictary operations for distances in excess of 100 miles and
that no cost study had been made of the contemplated proprietary op-
erations for such distances. However, ne stated that Bradley
Truck Company had been hauling sugar to San Francisco, a distance
of 294.5 =miles, at 2 rate of 19 cents without expressing any dis-
satisfaction with that rate. A4 rate of the same volume, he pointed
out, is here proposed to Fresno, a distance of but 218.5 miles.
The witness claimed, morcover, that his company's costs of operating
its own trucks for short distances is substantially lower than the
zinimum rates established for for-hire highway carriers and that,
consequently, he expected trucks could be proprictarily operated for
greater distances at less than the minimum truck rates. He con-
ceded that when truck operctions Iinercasc in distance relief driver:s
are required with 2 resulting increase in operating costs, that he
did not know what this cost would be, and that his company would
have to purchase additional trucking cquipment to handle the traffic
involved.

As stated 2t the outset of this opinion, the rates involv-
ed herein were suspended upon protest of The Truck Ormers Assoclo-

4

Bradley Truek Company has on filo an application (No. 23602) scok-
ing authority €0 obsorvo roatos Less than The minioum rates Irom

Betteravia to various points, including Fresno and Selma. At 1ts

roquest this matter is belng held in adboyance. Rospondents ¢lainm
that the 19=-cent rate they proposed to Visalie, Hanford, Armora and
Fresno was filed in consideration of the Bradley proposal to esteb-
lish a 19-cent rate to Fresno and Seclma, and Union Sugar Company's
representation that 1t would resort to proprictary opcrations if the
application to charge less than the minimum rates could not be jus-
tified.

7 The pinimum rates preseribed for this transpertation by highway
carriers in Rate ALl Common snd Highway Carrders, (41 C.R.C. 671,
as cmended, are 314 cents to San Francisco and 24+ conts to Fresno.
Highwoey carriers are permitted, however, to meet rates of common
carricrs for the same transportation »etween the same points. To
San Francisco the truck company is mocting the rail rate of 19 cents.
ninimum weight 20,000 pounds.




tion of Californic. Its particination in the hearing was confined
to cross-cxamination of witnesses. No affirmagivc testimony or
argument in support of its protest was offered. Through cross~
exemination of respondents' witnesses counscl for protestant devel-
oped that although certain of the prescent rail rates are higher
than the a2inimum rates preseridbed for for-hire highway carriers, the
suspended rates would generally be substanticlly lower thon the
highway carrier rate level; ané that if the rail rates were per-
nitted to be reduced highway ¢orricre would be authorized to meet
the reduced rates wnder the alternative provision of Highway Car-
riers' Tariff No. 2 (Appendix "D" to Deeision MNo. 31604, 41 C.R.C.
871, as amended).  Union Sugar Company's witnesses, upon cross-
examination by counsel for protestant,stated that their company
would still be a2t o rote disadvantage if the suspended rates were
allowed to become effective wut cloimed that the differences in-
volved would cnable them to sell a2t 2 profit.

Representatives of other sugar refineries also cross-
examined these witnesses. Under treir cquestioning it was con-
ceded that if Union Sugar Company solé its sugar in the territory
involved it would displace suzar from some other source;  that in

California sugar was sold on & San Francisco base price requiring

In the protest it is alleged, as ctated at the outset of this .
opinion, that the suspended rate° are violative of Sections 13, 134,
19, 232 and 324 of the Public Utilities Act. It 1is alse alleged
therein that the rates are unduly low, are generally substantlally
lower than minimum rates prescrived for highway carriers, will not
return sufficient revenue for either rail or highway carriers and
are inconsistent with and co&trary to the policy of the Commission
as enunc;ated iu Decision No. 31604, in Case No. 4246, in re Rates

A H av C crs, @l C.R.C. 671) and Decisiorql No.

33514 .m Caoa o, 4473, in re Iavesiiral S
>d_Rates for 4 lgghgfis iguers (43 C.R.C. 25).




absorption of the 19-cent rate from Betteravia to San Francisco on
sugar sold in the market; that, nevertheless, Union Sugar Company
competed in the San Francisco market;  that at the present time

it may sell in Bakersficld by absording but 4 cents of the 2l-cent
rate to that city; and that San Joaquin valley rates from
northern California refineries are considered to be in the nature
of minimum rates.

A witness for Folly Sugar Company testified in oppesition
to the propeosed rates in so far as points north of llodesto are
concerned. He contended that the rail rates {rom northern
California to San Joaquin valley points were depressed due 1o markes
competition with sugar moved by vessel to Los Angcles Earbor and
forwarded therefron to those pbints. Although he admitted that
rates to Oroville, Gridley, Chico, Red Bluff and Willows arc the
same from his company's Alvarado refinery as from Crockett, 44 rail
miles nearcr, he stated that rates to Sacramento valley points were
established with greater regard to distance. Heo also claimed that
under the suspended rates refinerics close to Sacramento valley
points would not be given the full advantage to which their location
should entitle thexz.

On tais record it is reasenebdly clear that the proposed
rates exceed full costs, including taxes, when indircet expenses arce
calewlated on a4 pro rata basis. It is not contended that they are
maximum rates. Indeed thore is substantial ovidence tending to sho
that to some cxtent at least the present sugar rates from shipping
points other then Betteravic are on 2 subnormal level because of
competitive conditions. Since the proposed rates from Betteravia
are on 2 relatcd basis they are in some instances, at least, sub-

nornsl for the same reason.

¥o reason appears or ic even suggested why the shipper in

Botteravia saould not be accorded rates comparable with those
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avalilable to its competitors. It is clear from the record thet
unless it is accorded such rates it is confronted with the alterna-
tive of materilially curtailing its business or resorting to pro-
prietary competition, the feasibility of which latter alternative
nay well be questioned. Under these circumstances rates on a basis
no lower than those obtaining from coampeting shipping points are
regulred by the needs of commerce and are in the public interest.
The proposed rates to Visalia, Eanford, Armona and Fresno
are admittedly on a lower level than that generally prevailing else-
wheres In support thereol it iIs asserted thet they are necessary to
meet proprietary competition over ¢ross-country highway routes.
The showing made in support of this contention, in commor with the
seneral showing with respect to the cost of »roprietary carriage,
falls far short of being convineing thet, all things considered,
the suzar company would experience costs no greater than the charges
nroduced by the proposed rates. Adnittedly no cost study has been
made of the contemplated operaticns. Loreover, barg assertions of
the results of proprietary nauling for lesser distances are far from
sufficient to demonstrate the costs for the greater distances here
involved. The suspended rates to the oxteat they are lower than those
established by this Commission for highway carriers have not been
shovm to be justified by transportation conditions resulting from

conpetition with other nmeans of transportaticn.

Tporn ¢onsideration of all thc'facts of rocord we are of the

opinion and f£ind that the present rates frow Zetteravia here in
isgue are improperly related to rates maintained frox competing
shipping points; that except to Visalia, Henford, Armona and Fresno

the proposed rates will give effoet to the reeds ¢f commerce by

~

See Soction 137 of the Public Utilities Act.
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providing a reascnavle rate relationship detween the sulpping points
invelved; and that establishment of the said proposed rates ex-
clusive of those to Visalia, EHanford, Armona and Fresno is required
Yy the public interest and has not been shown to be unlawful. The
suspended rates to Visalia, Hanford, Armona and Fresno, we are of the
opinion and £ind, are not justified on this record. Responcents

7ill be required to cancel those rates without prejudice to the filing
of rates reasonadly related to rates from other producing points or

on a level no lower than thosc established by this Coxmission as
minimum feor highway carriers. Upon their cancellation the order of

suspeasion will be vacated aand tae procecding discontinued.

QRDER

A public hearing having been Neld in the zbove eatitled
proceeding and based upon the evidence rcceived at such hearing and

upon the conclusions and findings contained in tihe preceding opinion,

IT IS ¥ERESY ORDERED that respordents Southern Pacific
Company and Santa Maria Valley Railroad Company be and they are
aereby ordered and dirccted to cancel cffective not later than
September 1, 1941, oz not less than onc (1) day's nctice to the
Commissicn and to the public rates published in Iten No. 580-Y of
Southern Pacific Company Joint and Proportional Frelght Tariff No.
707=G, C.R.C. Nc. 2810, frozn 3etteravia to Visalia, Hanford, Arzona
and Fresno, and that upon thc cancellation Sf sail rates the .
Commissicen's crder ¢f susﬁonsion and investigation of November 19,

1940, as amended, In the aboeve entitled proceeding, suspending the




operation of seid itemybe and it is hereby vacated and this proceed-
ing discontinued.

This order chzll become eoffeetive on the date herecof.

Dated at san rrancisco, Califeornia, this za:h‘day of

August, 1941.




