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Decision No. SoLU7 @%H@HNAH-

BEFORE THE RAILROAD COMMISSION OF THEE STATE CF CALIFORKIA

In the Matter of the Application

of certain railroads (and con-

necving nighway carrie*' and

water lines) for authority to Application No, 24670
inerease thelr rates, fares and

charges (1942).

RILEY, Commissioner.

Appearanges

Lyons, L.N, Bradshaw, Gerald Z. Duffy and
Renwick, for rail line applicants.
hompson and Edéward 17, Berol, for Truck Owners
1at:o of Califcrnix.
for Draymen's Assoclation of Alameda County.
for Sa cra_e to Chambcr of Co~ﬂe*ce.

£2.J. #hite, for Los nngelc" Crai. Exc anbe.
Bugene A. Read, for Oakland Chamber of Commerce.
N.E. ;eller, ‘o“ Pzeific Portland Cement Company.
E.J. Forman, for Globke Iiills.
E.W. Hollingsworth, for Bishop & Bahler and Permanente
Corporation.
R.F. Walker, for Spreckels 3ugar Co. and Vestern Sugar
Refinery
Robert C. Neil, for California Frult Growers Exchange.
Jo““ curry, for California Cattlemen's Association and
California Wool G'OWbrS Association.
William Guthrie and J.IL. Dartt, for California Portland
Cexent Company.
L. Larsson, fo“ California Redwood Assoclation members
and Larsson Traz2ilc Ser"*ce.
Carl R. Schulz, for Coa t Line ;ruck Service.
R T Boyd, for Califoranla State Brewers' Institute
Jelie Suewart, for Armour & Company.
Robers Hutcherson, for Tide Water Assoclated 0il Company.
Glen C. Holtwick, for Va lejo, Napa & Calistoga Transport
Company and Merchants IExpress Corporation.
nos. R. Speukman, for Pacific Coastwise Coﬁfe“ence.
.F. Burley, for McCormick Steamship Co., Division of
Pope & Taldbot Inc.
william Gissler, for Eureka Freight Lines
Irving . Lyon s, for Canners League of Cali*o‘nia
f. Meyer, for Certain~-teed Products Co*po“atio“.
E.R. Warren, for San FTrancisco Crain Exchange and
California Hay, Crain & Feed Dealers Assoclavion.
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L.P. Siddons and W.C. Crews, for Holly Sugar
Corporation.
#.J. Rebham, for American Sugar Company.
Lewis A. Farsons, for Calaveras Cement Company.
J.2. Costello and N.R. Moon, for Sperry Flour Company.
Ralpn D. Mitchell, for Henry Cowell Lime & Cement Company.
Arlo D. Poe, for Motor Truck Owners' Association of
Soutnern California.
¥, Hendrick and Clair MaclLeod, for Transbay Hotor Ixpress,
Vlest Berkeley Express & Draying Co., Johnson Truck
Line and Security Truck Line.
Wolters, for Colden State Company, Ltd.
Montgomery, for California Decilduous Frult Growers
League.
Deuei, for California Farw Bureau Federation.
Van Slyke, for Yosemite Portland Cement Co.
Eiggins, for Santa Cruz Portland Cement Co.
Glickman, for Motor Carrilers Tralfic Bureau.
0. Helin, for Calavo Growers of California.
M. Desch, for intersvtate motor carriers.
ginald L. Vaughan, for Pacific Motor Carriers Tariff
Bureau.
Brookman and Reginald L. Vaughan, for California
Motor Express, Ltd., California Motor Transport,
Ltd., Valley and Coast Trancit Co., and Coast
Line Zxpress,

INTERIM OPINION AND ORDER

By petitions filed with the Interstate Commerce Comzis-
sion, substantially all of the Class I railroads of the United
States, The american Short Line Railroad Association on behall of
its membership, and certain other carriers subdbject to The Inter-
state Commerce Act, requested authority to effect a general in-
crease in rates, fares and charges of 10 per cent. Therealter,
the Interstate Commerce Commission instituted a proceeding for the
purpose of inquiring into the lawfulness and propriety of the pro-

rosals ( Ex Parte 148, in Re Increased Railway Rates, Fares and

Charges, 1942).

Pursuait to the provisions of Section 13 (3) of The
nterstate Commerce Act, the Interstate Commerce Cozmission invit-

ed the cooperation of the various state regulatory commissicns in
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considering the petitions. The presiding comumissioner partici
pated with the Interstate Comxmerce Commission as one of two repre-
sentatives from the Mountain-Pacific states. Public hearings and
oral argument were nad in these matters at St. Louls, Missourl.

By order dated Januwary 21, 1642, the Interstate Commerce

Commission found that the petition of the rail lines for an in-

crease senger fares, except those specially published for

application t¢ menbers of the militery or navel forces ol the

Unived States traveling on furlough and those published asc extra
fares applicadle in connection with partieular srains, should be

granted., More speeifically, it found:

(1) "That the increase in *ares proposed is necessary
to meet, in part, increased operating expense incurred or to be
incurred by said petitioners because o; the payment by then of
(a) increased wages to employes, (») inereased cost of materials
and supplies, and (¢) additional expenditu*eo to safeguard peti-
tioners' properties and operaticons during the present eumergency;

)plum"

(2) "> % #that the increase in fares preoposed is nec-
essary t0 enable petitioners o continuve to render adeguate and
efficient railway transportation service during the present
emergency; and that, upon consideration of said petitions and
the evidence of “ccord that the proposed increased fares will de
reasonable and lawfu

AS a part of their program to obtain a nation-wide in-
crease in rates, the rail lines filed applications with the
various state commissions for authority to increase intrastate
rates, fares and charges in the manner and to the extent author-
ized by the Interstate Commerce Commission in interstate rates,
fares and charges. On December 27, 1941, the California raill

lines and certain cennecting common carriers by vessel and by
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1
£iled sueh an application with this Commission. That

of the record dealing with passenger fares was taken under
submission following hearings held in San Franeisco, Jaguary 29
and 30, 1942, and the matter is now ready for decision.

The record developed in the interstate proceeding (Ex
Parte 148) was made a part of the record herein.

According to the application and the record developed
herein, the rail lines of the United States, including the appli-
cants, have recently experienced, and are now experiencing, substan-
tinT inereases in costs of operation, the passenger operation pro-
nortion of which cannot be covered by the currently effeetive pas-
senger fares. Numerous witnesses testifled that these increased
costs are due to mediation wage agreements, whereby practlcally
all of the Nation's railroad persornnel has received a substantial
wage increase, to increased and increasing costs in many materials
and supplies brought on by the war-tlme economy now prevaliling,
to expenses already encountered and immediately anticipated in
connection with safeguarding of properties and supplies from sadbotage
efforts, and to reorganizing and expanding the American rallroad
slant to handle military (as well as civilian) transportation re-

quirements. These increasing costs, the witnesses emphasized,

3

The Pacific Eleetric Railway Company Jjoined in the application
but subsequently withdrew therefrom in so far as local passenger
fare adjustments are concerned. This carrier has pendirg separate
applications for authority to inerease the aforesaid fares.

2

The request for authority to increase freight and milk and
cream rates will be considered in an opinion and order to be issued
at a subsequent date.
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nave been thrust upon the Californla lires, and upon intrastate pas-

r railroads operating throughout the country. They
stated that the increase in fares requested 1s necessary to offset
in part these increasing costs of operation.

The Califernia Class I ralilroads estimate that the cost
of system wage increases to thenm alone will closely approxinate
$53,000,000, a large part of which will apply to Californila Intra-
state traffic. Studies submitted in evidence By the carriers dis-
close that for the eleven-year period from 1930 to 1940, inclusive,

the average return on invesiuent of the Califernia Class I railroads

was 1.93 per cent, that during several of theose years a deficit was

experienced by certain of the carriers, and in no instance did the
réturn earned reach 4 per cent. Average revenue per passenger-nile
for system operations of these rallroads decreased from approximately
2.84 cents in 1930 to 1.65 cents in 1940. According %o statistics
submitted for the eleven months of 1941, some system passenger rev-
enue inereases have resulted dbut iIntrastale passenger revenucs, in
the aggregate, have not materially changed.

The applications will be granted, except as otnerwise pro-
vided in the order.

Pursuant to the action of the I » Commerce Commis-

on in Ex Par<ze 148, supra. this has been ~reated as a revenue pro-

ceding. It is to be understood that this is an interin opinion and
order and tha%t the reasonableness of any particular fare Is not here

being passed upon and that any individual or group may properly

mhese railroads are The Atchison, Topeka and Santa Fe Rallway Com-
pany, Great Northern Railway Company, Northwesterx Pacific Railroad
Company, Southern Pacific Company, Tnion Pacific Systexm, and The
Jestern Pacific Railroad Company. Pacific Tlecetric Railway Cozpan
figures are not included.

-5
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challenge by complaint and in the usual manner, or the Commission may
on its own Initiative investigate the reasonableness or lawfulness of
individual or group increases herein authorized should such increases
be regarded as unreasoéonable or in any other manner unlawful. Noreover,
the carriers heredy affected will be required to agree that, before
accepting the benefits of this order and before filing the fares
authorized herein, they will never urge before this Commission, in any
reparation proceeding under Section 71 of the Public Utilities Act, or
in any other proceeding, that the opinion and order herein has found
any individual fare authorized to de reasonabdble.

The following form of order is recommended:

This application having been duly heard and submitted in
so far as it relates to the matters discussed in the preceding opinion,
full consideration of the matters and things involved having heen had,
and the Commission now bdeing fully advised,

IT IS HEREBY ORDERID that applicants herein (other than the
Pacific Electric Railway Company in so far as 1ts local fares are con
cerned) be and they are, and each of them is, heredy authorized 1o
establish on not less than one (1) day's notice to the Commission and
to the public the increased passenger fares proposed by the applica-
tion herein, subject to the limitation that no increase shall be made
in local commute fares; provided, that where the total increased fares
are less than one dollar fractions of less than one-half cent shall
be dropped and fractions of cne-half cent or greater may be increaced
0 the next whole cent, and that where the total increased fares are

nore than one dollar, such fares shall end in 0 or 5, dut not more
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than 2.5 cents shall be added to the present fares as increased by 10
per cent in order to make such total fares end in 0 or 5.

IT IS HEREBY FURTEER ORDERED that applicants herein
(other than the Pacific Electric Railway Company in so far as its
local fares are concerned) be and they are, and each of them is, here-
by authorized to depart from the provisions of Section 24 (a) of the
Public Utilities Aet to the extent necessary to effect the increases
herein authorized.

IT IS EERZBY FURTHER ORDERED that fares as authorized here-
n may be published without regard te the terms of Tariff Cir-
cular No. 2 to the extent necessary to carry out the effect of the
order herein.

IT IS HEREBY FURTHER ORDERED that the authority herein

ranted Is subject to the express condition that applicants herein
(other thar the Pacific Electric Railway Company in so far as its
local fares are concerned) will never urge before this Commission

in any proceeding under Section 71 of the Public Utilities Aet, or

in any other proceeding, that the opinion and order herein-consti-
ute a finding of fact of the reasonableness of any particular fare,
and that the filing of fares pursuant to the authority herein granted
wlll be construed as consent to this condition.

AND IT IS FURTHER ORDERED, that jurisdiction de, and it is
hereby, retained by the Coamission, for the purpose of determining,
if need be, the lawfulress of any particular fare or fares, resultin
from this order.

The Commission not ret having determined the remainin
lscues involved, namely, those relating to the rates and charges for
the transportation of freight, and services connected therewith, and
for the transportation of milk and eream, jurisdiction is herebdy re-
tained for the purpose of further consideration and determination of
such other issues herein.
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e authority herein granted shall be vold unless the pas~
senger Jares authorized in this order are published, filed and made
effective on not less than sixty (60) days from the effective date
hereof,

The foregolng opinion and order are hereby adopted and or-
dered filed as the opinion ané order of the Railroad Commission of
the State of California.

The effective date of this order shall de the date hereof.
4 e

Davted at San Francisco, Califernia, this day

-

of February, 1942,

Conmissioners.




