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Decision No. __ RS27E

BEFORE TEE RAILROAD COMMISSION OF THE STAT

- In the latter of the Application
of certain railroads (and cone-
necting highway carriers and
water lines) for authority to
increase their rates, fares and
charges (1942). - S

In the Matter of the Application
of THE TRUCK OWNERS ASSOCIATION
0F CALIFCRNIA, a corporation,
and PACIFIC MOTOR TRUCKING
COMPANY, -a corporation. for an
Order: (1) modifying certain
outstanding orders of your Com-
mission establishing mindimum -
rates, rules and regulations for
the transportation of various
¢lasses of property as herein
more particularly described;

(2) authorizing nighway comzon

- carriers and expreass corpora~
tions to increase thelr local’
anéd joint rates and charges 2as
aore parvicularly herein deserib-
eds; - and (3) authorizing depar-
tures from sections of the Pub-
Lic Ttilities Act and of the
Constitutiorn, ac herein more
particularly descrided. '

Irn the Matter of the Establishnment
of maximum or ainimum, or maxizum
and minimum rates, rules and regu-
lations of all common carriers as
defined in the Public Utilities -
Act of the State of California, as
amended, .and all highwey carriers
as defined in Chapter 223, Statutes
of 19359, as amended, for the trans-
pertation, for compensation or
nire, of any and all commodities.

in the Matter of The Zstablishment
of maximum and minimum, or maximum
or minimum rates, rules and Tegu-
latlionz of all common carrilers, as
cefined in the Public Utilitles
Act of the State of Californis,.as
amended, ard all highway carriers,
as defined in Statutes 1939,
Chapter 223, as amencded, for the
transportation, for compensation
or hire, of any and all agricul-
Tural products..
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Alditional Anvearances

iremaine and Xnox, by Frank L. Xnox, for Associated
Contract Truckers, and Croxen Trucking Company,
- and Citizens' Truck Company. :
C. 4. Hodguan, for the Harbor Administration of the
City of San Diego, and San Diego Chamber of
Commerce.
Jackson W. Kendall, for Califoraia Van and Storage
Assoclation.
Harry Helferich, for American Fruit Growers.
Arohur Glanz, {or McClannam Trucking Company.
- 0'Melveny & Uyers, L. N. Wright, for Riverside
Cement Cozpany.
L. Z, Stewart, for Califoraia Cotton 0il Corporation,
Je G. Boswell Company, Fred Gill and Sons.
Thomas R. Phillips and George 3. Moore, for Western
Growers' Protective Association.

A. E. Patton, for Richfield 04l Company and Rio
Grande 0Lil, Incorporated. :

J. D. Rearden, for Union 04l Company of California.

Faul H. Moore, for Gilmore 01l Compeny.

C. G. White, for Los Angeles Crange Exchange.

F. P, Mller, for Califorania Milling Corporation.

Z. R. Brashear, for Los Angeles Chamdber of Commerce.

. 4. Aunton, for Valencia Truck Co. :
Harold E. Smith, for Western Auto Supply Company and
Western Traffic Confercnce.

SUPPLEMENTAL OPTINION

In Ex Parte 148, In re. Inereased Railway Rates, Fares and

Charges, 1942, thé Class I railroads of the United Stateé, The
American Short Line Railroad Association membéréhip, and.cerfain
othef caréiers subjeet to The I.térstaté Connmerce Agt were a2uthorized
to effeet 2 10 per cent incréése‘id fares for the transpbrtation of_
'passéngers, 2 6 per ceat inerease in rates. and charges for the trans-
portétion of property generally, a2nd a 3 per cent increase in rates
and~chargés for the tfansportation of the basic'or raw products of
agricuiture, anizals, animal products and producps of minés; Flat
increases in rates were authorized upon coal, coké an& ligﬁite; _ 2o

increases in rates were authorized upon iron ore or iron siater.

1 The passenger rate increase authorization was issued January 21,
1942; - that dealing with freight rates Mareh 2, 1942.
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The Interstate Commerce Commissioh was petltioned by the
rzilroads for an increase of 10 per cent 4in freight and passenger
ates shortly after agreements involving certain inéreases in wages
6f railroad employees became effective. These‘agreements resulted
fron recommendations of 'a lediation Board appointed by the Precident
of the United States 1o negotiate demands of railroad employées fdr
wage increases. The wage settlement for Class T railroads provided
an increase of 9.5 cents per;hcur'in basic hour;y wage rates,;e@uiva—i
lent to dn increase of 76 cents per day %o operating‘employees. , An'
ncféase of 1O cents per hour, or 2 basie déily wage increasé'of 80
cents per day; was also provided for nonoperating employees;: The
ray increases‘became effecti#e December 1, 1941, and the emplcyeeé
éeceived\retﬁdactive pay for the period from Séptemberll to Décémber
1, 1941. The wage changeS'describéd were not temporary. A véca-
tion of 5ix comsecutive workihg days with pay for all employees in
' thefnoﬁoperating organizations of the railroads représented'at the

medfation hearing was allowed. A recommendation for a hasic minimum,

wage scale of 40 cents per hour for employees. of certain short lines

was ﬁade;

The Iaterstate Commerce Commission stated that the above
mentioned wage increases, based upon 1941 employment, would_produce
an annual estématéd increased cost to the Class I railrdads of
S331}771,00Q, but estimated that with added personncl énd inerecse in
overtime anticipated for 1942, the wage cost would be incrcased ove:
2

The Commission concluded that not over $300,000,000 was chorge-
able to operating expenses as distinguished from tax accruals and
capital account. The carricrs segrezated the estimated wage in-
crease o8 follows: :

Operating employees covered in agreements.....d 69,250,000
Nonoperating employees covered in agreements.. 199,874,000
Inerease 4irn payroll ToXES.eeceeevcncacoevonass 16,147,000
Vacations to nonoperating employeCfeeessves... 26,500,000
Probable Llncrensc to OTHCr CZPLOYECSeeeceees-a 20,000 000

Total.....$331,771,000

-3
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éhe‘aforesaid figure. It also found that railway materials and Sup~
plies have incrcased substantially iﬁ price. The Commiésion rointed
out that notwithetanding these increased costs, a portion'éf whichwas
borne during 1941, the net‘income of hc nation's railroads was ap=
proximately $500,000,000 for 1941. This amount, it said, cannot be
considered:too_high for 2 prosperous year following a long peried of
lean years.

Tor 1942, the Commission stated, carriers havc experienced
and appareatly will convinue to experience an upswin in traffic and |
in revenue, and that a considerable portion of the inerecase in rév-
enue should be carried into net earnings. This circumstance;
coupled with the fact'thaf a 10 per cent increase had dbeen aut thorized
in passenger fares, it said, makées unnecessary the granting of the
requested 10 per cent increase in freight rates.  More apec_ *cally-
the Commission sald, "It is clear that the need for increased earn-
ings\which the petitioners predicéted upon the traffic volume oL 941

s subject %o some discount on account of th
growth’in traffic and the consequent greater
www A rate increase of 10 per cent appl ¢l to the pre increasce
traffic and that which is reasonably in prospect would yield 2 1arécr
amovny than ;s nécessary tO0 neet the avowed purpose of the increasé
sought but a'smdl ler increase is justificd.®

In Application No. 24670 the California rail lines aad cer-
tain connecting veésel and highway carriers reguessed-the authority ol
tais Comzission ﬁo inerease the srastate passenger farés an |
freight rates by the sax amounts te Commerce Commis-
sion authorized‘t“em (2nd other carriers) to incréase interstate
*a*es and rates. 3y Decisidﬁ No. 35007 of'?ebruaryvé: 1942, an
Interim Opinion 2né Order, the Commission au u“oﬂized 10 pe* cent

inerease i“ passenger fares, except that loca 1 commute  fares and th
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fares of the Pacific Electric Rallway were specifically excluded from
the authorization.3 In that decision it was pointed out by the
Commiésion that the course pﬁrsﬁed byAthe éarriers in seéking an ad;
justmént-in bota interstate and intrastate rates is part of aprogran
o obtain a nationwidé increase in rates; fares and charges.

At the hearings in Ex Parte 148, supra, the Secretary of
the azerican Trucking Association, Inc., a nationwide organization
of motor carriers of\property, announéed it was‘thevintenfién of the
majority of the Association membdership o £ile with the Interstate.
Commercé Commission tariffs containing increases in rates for the
transportation of property by truck by amounts comparablé to those
aﬁthorized for rail transportation. FTollowing generaily The ¢ourse
thé“American Trucking Association indiéated interstate 20tor carrier:
would take, The Truck Owners Ascociation of California, on behalf of

ts membership, £iled with this Comrission Applicavion No. 24724,
It requested therein that zminimum rates and c¢harges, heretoforé-es-
tablishéd.by the Commission in Cases Nos. 4246 and‘4293'for the
traﬁsportation of property in intrastate commerce thrdﬁghoutf;
Caiifornia; e 1ncreésed <o t?e same extent as the intérst te rail
rates in Ex Parte 148, supra, and that highway cozmon carriers and
express'corporatioha be authdfiiéd T0 increase rates and charges by
like amounts for the transporvation of property in intréstate:cém-
zmerce for which rates have not been prescribed heretofore in Caszes

Nos, 4246 and 4293. The Motor Truck Associztion of Southern

3 Pacific Electric Rallway fares were excluded in that they were e~
ing considered in a separate procecding {(Application No. 24656).

No increases are sought in connection with (a) transportation of
petroleum products in dulks; (») transportation of housechold goods
in "local moving"™ as described in Appendix "A" of Decision No. 32629,
a5 amended, in Case No. 4246; or (¢) transportastion of livestock
which was dealt with in a separate procecding (See Decision YNo.
35201 of Miarch 31, 1942). : ' :
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Califernia and certain other higaway carriers intervened"in‘support
of the application. _

PuSlic hearings were held in these matters‘in‘Sah Ffanciscq.
Jenuary 29 and 30, 1642, and ‘in Los Angeles, Moreh 11, 1942.

The rail lines represent that the circumstances which made
_necessaryrthe increase in interstete raies apply with eqtdl force‘to
California intrastate traffic. A sinilaor rate incfease,_:hey és-
sert, is essenticl in intrastate Tates in order that the cost burden

recently thrust‘upon the carriers nay be distridbuted equitably‘over
21l classes of traffic. The cost durden referred‘to, the record
shows, 45 composed of wage increases resulting froﬁ the mediation
agreement; recently incurred expenses encoﬁntered’in prdtééting
railroad facilities from sabotage efforts; obligations which the
carriers neve inecurred in obtaining new equipment ahd recdnditioning
old equipnent thét they night efficiontly bear the tranzpoftatidn
load thrust upon them by the nation's war effort: and increasing
costs of materials and supplics Yrought a2dbout by the upward spiral
in priceﬁ.
A witnegs estimuted thatlbasod upbn 1941 employment, six

Class I railroads serving Cclifornic w&uld, as 2 résult.of'the‘me-
diation agreement, incur an added system wage expense of 352,869,000;
T 45 estinmated by the carriérs thot for the ﬁation as 2z whole.from'

30,000;000 to $70,000,00C annually 7111 Be spent in protection of

The San Francisco hearings dealt only with Applications Nos. 24670
nd 24724, and were heard bhefore Commissioner Riley. Upon adjourn-
ent %o Los Angeles, nowever, Cases Noc. 4246 =2nd 4293 were cet for

hearing with the aforesaid applications z2nd the record developed at
San Franeisco in Application No. 246724 was made a part of the record
in those czses. The Los angeles hearing was bhefore Commissioner
Creemer.  The record submitted herein includes 2s Exaidit No. 1 in
Application No. 24670, the record developed at St. Louis, Missouri,.
in Ex Parte 148, supra. :

6 - These railroads are the Southern Pacific Company, The Atchison,
Topeka and Santa Fe Railwey Company, Norihwectern Pacific Railroad
Conmpany, The Western Pacific Railroad Company, Union Pzcific Raillroad
Company, and Great Northern Rallway Compony.

-
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railroad propﬁrﬁy. The oouuhe~n °ac*fic Company alone is ﬁow spnnd-
ing apnroximatnly $40,000 por month for protective purpose Other
California carriers are encountering proportionately high expenses in
safeguarding their_lines.
~ Accounting officers for the Southern Pacific Coﬁpany and
The Western Pacific Railroad Company testified that system capital
expenditures on faéilitie- and equipment, directly ate 1butable
the national emergency, totaled $97,038,312 and $161,773, resp pective-
ly. Similar statistics were not presented in benels of the‘o*he“
lines. Advances in prices of materials and vunpl*es du*in? vhe past
year were sald to be in the neighborhood of 10 per ceat, with fur-
thér increases in prospect for 1942. |
Iﬁcome, expense énd rate of refturn statistic
ted in separate and collect*v& fo*m o show uha over a
year° the rail lines iqvolved had earned less
of return on the »ook value ¢f their properties. For.the eleven
years, 1920 <o _940,inclus*ve, the six rallroads heretofore named
earned an average hetirailway operating income of $79,848,565 on an
aggregate property investment of 54,132,995,581) 6r 2 returh‘of“l.93
per cent. Stétis:iesvsubmi tted for five of *aosc arriers‘disclose
he foilowing rates of return for the yea -ohown. |
emo of Carricr | Ao QF RETUKN _IN P23 CENT FOR YEARS SHOUN
11929 1930‘~931 lﬂ32'1933"97&v1935 19361197 1;1955i19?ﬁjl940g;94lJ_
Sowvhern ! | _} { | i |
cific Compary 3.9832.&3 1.58 .63} .79 1.46 12501 290|1.9012.20 3.6;
lorthwestern ' -

Preitic Agile _
oud Compuny | .42) D D i D 2 ‘ : DI W
Jesters Pacilfic : [

| Radlroad Compony; L.94;1 19! #3261 W05 .90, 1.1911.56

iAmcnison;Topoka
ieznd Sente Fo }

Redluey 1 6.2L13.86 2.62 1.48,1.17?1.27 32457 1244 11,50(1.5811.98(3.32

| “nion Pucific ! _ L ' S
Compary| 5.0113.8312.6811.9512.0612.02, 2.0512.64 |2.38 12.05 |2.06 |2.32 2.3

. D = Jeficit
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Witnesses for the various railroads testified that, in
general, the revenue produced froz California 1ntrastate‘tra**‘c pofcgel
resents a substantial porvion of their total revenue. ZExhaidbits sub-
mitted in evidence Lo corrobvorate these statements disclose théi py
1940, the last complete year for which statistics are available,

revenue of the Class I carriers named below acerued in the propo*

rer Cent -
rer Cent of Per Cent
of Total Revenue of ,
Total Revenue Earned In Total Revenue
Earned In, California That Is
California That Is - Intrastate
Intrastate

Southern Pacific 48, 28.0
Northwestern Pacific 100, 65.7
Western Facific 8. 6.4
Atchison, Topexa and
Santa Fe 6
Union Pacific 4

. 25.0
. I '4

Includes ¢ o*a~* n of interstate earnings.

L was conceded that additional ¢ ic would acerue to
the railroads durin 1942 due to intensified war prdduction anéd to
curtailment transportation facilities. No-éccurate pSti~
nate of the extent of the prosyective revenue increasefrom the in-
creased traffic was‘deemed'possible,partly'because a large portionof
such traffic would be subject to movement at land g*a, rates. The
Vice President of the Southern Pacific Conyaﬁy stated that for
months of 1941, the Class I railroadsof’tLe nation hdd experienced
a 24 per cent iner ease in c ver 940 curing wh;cx‘
period the Southern Pacific’: operating revenue ine asad 28 per
cent. The witness testified, noreover, that this war t*af in-
crease ¢id not necessérily mean that neﬁ revenues were augmenved in

like proportion. As an illustration, he explained that in-Deée*ber,

1941, rallvay operating revenues of 1is company nad increased 30 per

-8
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cent over December, 1940, but that for the same period operating ex-
penses (excluding the wage increase) had increased 36 per cent.

[

A witness for the Califoraia short-line railroads testified

that these carriers have been subjected to increased expenses 0 the

same extent as the Clasé I railroads operaving in Caiifornia and are
equally in need of the reQuested increase in rates.

RepreSentatives‘of both northern and southern Californi
trucking interests testified 4in support of The Truck OWae*s.Aesocié-
tion application for arn increase in rates. A'méx fimam ;nc ease s 4
per cent in'rates,'théy stated, represents an amouno‘whicn'will only
partly offset marked inéreases in labor ¢osts, materials an ﬂ suppl;es
and operating expenses in general which highﬁay carrisrs have exper-
ienced during recent months and which are in prospect in the immedi-
ate future. |

Lébor coste in northera California, the record ,how,, have
iﬁcreased not less than 15 per'cent; This increase, the Sec*eta*y
of The Truck Owners Assoclation testified, ic the result of wage
agreenents recently negotiated wheredy rates of pay of’drivers and
mechanics have been substantially advanced. It was testified zlso
that gsouthern California truck operators are currently negotiatin
wage contracts which will iﬁcrease labor coste to tbem by a* least
14 per cent'in the inmmedliate future. In additio# to inecreascéd labbr
costs, tﬁe record sk ws that 1oss of skilled personnel to defease
industries has reduced the ef fficlency of operations, thereby increas-
ing the cdst of <ransportation to the carriers. Exﬁibits covering
Southern California Freight Lin es’ operations disclose a marked de~
¢rease in pounds per zman hour rnandling time of shipments for t“e last
four months of 1941 as compared with the same period‘fof.l94o;”which
deéieasevwas assighed to the aforementioned ‘diversion of skilléd

personnels
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According to the testimony of truck operators and ¢ost en-
gineers, materials and supplies have increased greatly in price with-
in the last rast several months. Tires, for exanmple, they said
have increased by amounts ranging from 15 per cent <o 33 per cent,
Exhibits detailing price changes of truck parts and supplios digclose
that individual items have iacreased by amounts ranging frqm_5 per'
cent o 80‘per cent. -

T was conceded that gross revenues of highway carriers
have increased substantially during the past year as 2 resﬁlt\of n"ar-
time production effo**ﬂ\of Califorania industries. These gains were
sald to have been offset by increases of like nature in opefatin
expenses. The e?périeﬁce of Western Truck Lines was c‘téd‘és
tfpical 02 the experience of the majority of highway common carri ers,
The records of that carrier discloze a 34 per cent increase in |
revenue for the last four months of 1941 over <he same'periodﬂfor
1940; Operating expenéés, however, increased 33 per cent. Freighf
transported for the four-month period in 1941 reveals a 40 per cent
increase by weight., In contrast thereto, however, the revenﬁe
vield per ton showea a markedvdecline in'1941. A& comparison of
revenues aad expenses of Pacifilic Freight Lines for the same four-
mohth period reveélé that 1941 revenues increascd 30'per'cent\over
1940, dut that.expenses inereased 37 per cent, These unfavoradle
opc*atiﬁg conditio“q were attributed to the circumstances heretoforc
reviewed and to the faet that military trens oorgatio“ .equ;romcnts
have made 1t impossibdle to utilize equipment of*iciently. |

The Traffic Marager of The River Lince endorscd the appli-
-cations of the rail'aﬁd highway carriérs; stating that his cozpany
proposed o méke application <o the Coﬁmis ion to inc‘uasé itS'locél
rates to the cxtent that rail and truek rates might bo‘incréasod in

the pending proceedings.
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Numerous shipper witrnesses testifie d; In ge‘e ral, taey
recognized that increased costs and unforeseen expenditureSHwhioh the..
carriers have recently encountered make necessary ar upﬁardfrévieion

However, certain objections and recuests were made.

The San TFrancilsco Grain Zxchange, Los Angeles Grain Eichange,
, Califo.“ia Hay Grain and Feed Dnale~s Associaoion, Globe M‘lls,ﬂ
P*llsbury'rlour ¥ills and Califorania Milling Company reguested:

parate hearings in connection with grain and grair products" Cew
Terment of the effective date of any increase in grain rates until
June 1, 1942;‘ not more then a 3 per ceat idcreaee in ca*load or
less-carload.rates.on'grain and grain producis; ke speci’ic 4in-
clusion of commodities naged in Pacific F*eight Tarif? Bureau Tariff
Yo. 240-2, C.R.C. No. 77, as taking grain arnd grain producos *atcs
50 that they will not be subjeov to greater inc*eaoes-7 and a lin-
itation of not to exceed %two years on any inereases autho..zed. Thoﬁ
Holly Sugar Coupany, Snrecke Suga. Compaxn y and American Cry stal
Sugar Company opposed any increase in rail rates for <he tra,sporta-
tion of sugar heets, crushed lime rook, and’ bee* sugar ’iﬁal molasses
moving between factories for the further extraction of sugar. The
Associated 011 Company, Ricafield 04l Company and Rio Grande 041,
Incorporated, requested that ﬁo 1nerease in rates for the transporta-
tion of bulk petroleuz, in tank cars, be authorizeda5' Golden State
Company, Ltd. requested that dairy products, including buttérmilk,
condensed or dried, be specl fically named as oaﬁing a maximur in-~
crease in rates of 3 per ¢ent;  that the auvhor ty granted by the
Inte;avate Commerce Coxmission to subjec. shipments of mixed oa-;oaﬂ

traffic to the rate of 1ncrease of the eomz zodivy ,aking the higneut

Exuel J o*mam; raffic Managor of Globe M‘l1s, explained that
the list of p“oduoos in the tPriiﬁ raned 4is more comprehensive than
tae liou ontained in Highway Carriers' Tariff No. 2. .
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rate of increase de “ejocued as to California traffié; and tb‘t'the
requested 3 per ceant increase in truck rates hould agoly T0 ravtes
subjeet to minimuz weights of 20,000 pbunds and over. The Calavo
Growers of California aad Calavo, Incorporated, objected to an 1n—
crease in minimum rates for the transportation of {resh fruit and !
fresh vegetables. The Pacific Poriland Cement Company opuo ed an-
increase of not more than 3 per cent in rates for the transportation
of sea shells, whole, crushed, ground or powdered, in straight or
mixed carloads. Certain *edWOod and pine lumbder produc rs ,ougn*
maxinum lizmitation of any percentage increase authorized on lumber

forest products. The California Portland Cement Company asked

the preservation n of competitive raté relationships between ceme“*
mills. The Western Auto Supply Company and certéin_al ied iuue“e"*'
opposea'any.increase in ciass rétes subjeet ©o minimum weightsof lezr
than ld,OOO pounds, The California farm Bureau Federatioh‘ofiginal-
1y objected to &4 10 per ¢ent increase in rates but‘w4tbd*ew its Obe
jeetion in view of the fac¢t that applicants limited the‘* reguesy
for an inerease in rates of not more than 6 per cen:.v

The Commission has here for decision the quéstion of
whether, in view of the evidence submitted in these proceedings and
hereinbefore sﬁmmarized; a general or "horizontal” ﬁcrease in rates
and charges should be granted, thercedby increasing x»ail a.d truck car-

rier revenues in the aggregate., Proceedings of this nature are not

novel to this Commission nor to the Iﬁte“state Commerce Commission.

Rails

Tor more than a cuarter of a century during periods of

© L. H. Wolters, Traffic Manager of Golden State Corm pany, pointed
out that the 2 per ceat increase granted by the Interstate Commerce
Commission in Ex Parte 148, supra, was restricited to carload tralfic.
For the purpose of applying this iacrease to minixmum rates establishe
ed by the Rallroad Commission for truck transportation, he expressed

the-opinion that rates subject to minimum weightsof 20,000 pounds and'
greater Hould be viewed as carload traffic.

Iy 2
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economic abnormality, or as a result thereof, the rail carriers have
filed'applications before this Commission and the Interstate Commerce
Commission reguesting percentage inereases in rates and faves to be
applied uniformly o all carriers, regardless of their fimancial
conditions. In all of these proceedings it ﬂau been stated with
particul a*i vy that the reasomableness of any paruicular rate} fare or
charge was not in issue and thet the lewfulness and'pfopriety thereof
might he challenged at any time. In brief, the proceedings‘referred
%o aﬁd those cu“reatly before vs for decision nay be'cha*acte4izedfas
"*evenue p"oceedi“gs“ as dist;ﬁguiuhbd f“om "rate nroceedings" Hnre-‘
in evidence relative to pa**‘cula* rates 1is germane to thp is¢ue.

he first of these revenue proceed-ngs was d_sposed of in
1910, wherein the réil lines in official c¢lassification territo*y

were denled a ge reral increzse in rates by the I”ue ate Commerce

Commission, Advance in Rates - Eastern Case, 20‘I.C.C. 243, Later;
however, in 1914, these saze ca“rier,, with exceptions not here im-
portant, were accorded a 5 per cent increase in freight rates. The

Five Per Cent Case, 31 I.C.C. 351. Subsequent thereto, consider

tion was given on numerous oc¢casions o requests‘of'railfoads for
te:ritoriaiﬂincreases in both freignt nd vassenger *ate,, nhe.ein
the authority sought was either granted or denied by the Interstate
Commerce Commission on The basis of the revenue needs of the carrier
as a group. ‘

In 1917 the railroads of the nation, pr ompted vy the dis-
rupted econony créated by World War I, petitiozned the Commisgio“ fo
authority to effeet a percentage increago in rates, The autnority
sought was granted in part, the western carriers belzg immediately

authorized ©o incrcase certain of thelir rates 15 per ccnt The

Pifzecn Per Cont Case, 45 I.C.C. 303. This proceedin served as the

forerunner of five other nmajor cases, wh»rc*“ generel inercases in

«13=
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rates were accorded on the bhasis of the collective revenue necds of
. the nation's railroads.

In 1918, by General Order 28, the Director General of Rail-

roads increaged thé rates of all railroads to effect a 29 per cent
revenué increase, Approximately two years later, a**e* the ternin-
ation of Federal‘control:of the railroads, the Intersvate Commenrce
Commission éuthor_zed increases in freight rates of 40, 25, and 35
per cent in the Tastern di#trict, Séﬁthern and Mountain Pac ic dis=-
tricts, and for other western *ailroads,'reqpecvively. Ihterf
territorial inc*eases of 33 1/3 per cent were accorded. A 20 per
cent increase in paaaenger fares was also aut“orized, plus-a Pullman
surcharge 0£ 50 per cent which acerued to the rail éarfiers. Ex

arte 74, In re Increased Rates, 1920, 58 I.C.C. 220. In 193111'3“&66

£ all rail carriers were again increased on a per car or per hnnd*CQ
weight bas*s, the increases applying against specific commodi ties.

Fifteen Per Cent Case, 1931, 178 I.C.C. 539. Subsequent shereso,

the Inte“state Cozmerce Commigsiou, in 1935, authorized f*eignt rate

i“c*eaues ranging gene*a;ly from 5 to 10 per cent., ZI=x Parte 115,

Tnerensed Freight Rates and Charges, 208 I.C.C. 4, 223 I.C.C. 657.

Again in 1937 further increases were authorized. Ex Parte 123,

T{fteen Por Cent Case, 1937-1938, 226, I.C.C. 41. Apart f@‘" inter-

venin g dovaward adjustments in pgrticula rates or ?roups of rates
voluntarily made by the carriers, 2 general eight rate rnducvio“
abouﬁ'lO per cent was ordered in 1922, and in 1936 passenger fares
througaout :he'couhtry were subjected to 2 downward revision. |

It has never deen questioned but wha*'t**m porvation com-
panies should bé entitled Lo earn 2 falr rc*u*n on thei*'invc meut.

Nor has it been doubted that to sanction greater than 2 falr or reo-

Reduced Rates, 1922, 73 I.C.C. 189; Pazsenger Fares nnd'Suf;

9
charges, 1936, 2 14- ....C L. 174,
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sonadle return would be unlawful. In all of the cited cases, and in
Ex Parte 143, supra, carriérs that were prosperous and not in need of
financial assistance joined with the less fortunately_éituated Lines
as applicants, And the Commission, although not always'ekpressly

required by statute, considered thelr needs on an aggregate bhasis.

In New Bngland Divisions, 66 I.C.C. 196, 203;‘the Intef-

state Commerce Commission said:

"In all such general rate cases we have realized and have
neld that if we were required to concsider the Justness and reason-
ableness of each individual rate, the law would in effect bYe nulli-
£ied and the Commission reduced to a state of administrative
paralysis.” (This language of the Commission above guoted was re-
ferred to with approval by the Supreme Court of the United States in
reviewing an apveal of the cited case, Akron, Canton & Youngstown
Railway Company vs. United States, 261 U.S. 184, 197-.9%.)

Aéain, in the Fifteen Per Cent Casze (1931), 178 I.C.C. 539,
564, the Interstate.Commerce Commission, in discussing the applicadle
laws as they existed prior to 1920 and subseguent theréto, stated:

"We agree with the carriers that prior to seetion 1l5a th
revenue needs which we were bound to consicder were those of in-
dividvual carriers, although as a practical matter we have long con-
sidered all competing lines and not zmerely that line which can han-
dle the business cheapest in determining the reasonableness of
rates.” o

m

The need for according such treatment to the carriers is

suceinctly stated in Ex Parte 148, supra, as follows:

"It would be desirable, 4if feacsible, to consider the needs
of the railways diadividually, and to adjust their respective sched-
ules to meet their several needs, The exigencies of the case <O 2ot
permit such refinement.  Further, the weak and strong lines ar
interlaced and in keen competition, and necessarily the rave struc-
ture must be uniform, otherwise <the strong road with a lower rate
system will attract the competitive traffic and exvterainate th
weaker line. However, as to certain important commodities it
happens that the rate. structure is such that the relative strength
(or) weakmess of the most important rail carriers involved caz de
reflected in the rates on the commodities involved. “Where the.
evidence justifies such actlon, they can recelve special (reatment,
and thereby nitigate the disturbances and incqualities which would
follow the imposition of a wniforz percentage increzse.” : -

Génerally speaking, this Comxmission authorized the same

horizontal increases on California intrastate traffic as the Inter-

,=15=
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state Commer¢e Commission‘authorized on 1nterétate'coﬁmerce; The
prihcipai reasons whrich juétified the Comnmission in authorizing these
increases were:

1.  The California rail carriers asja whole were. in need
of addiztional revenue. )
Suchlincreases would not yield to the California
lihes, in the éggregate, revenue’in excess of a rea=-
sonable'return.(‘ |
The general overall intrastaterate level in Califggnia

would still be within the 2zone of reasonablenéés. |
To avoid confﬁsion, undue and unreasbnable_dis'r;mina—
tibn,‘preference and prejudices, it 1s inherent1j de;'
sirable to maintain interstate and intraétate‘ratés‘bn
a parity.

We believe the record before us now justifiec the gr

of the rail carriers' application, except that no increase iz rate

should he authorizéd for the transportation of petroleun ﬁfbducts,’n
bulk, which rates are the sﬁbject of'a‘separate investigation. Ovér'
a thifteenvyear-period, 1926-1941, inclusive, the Northwesterﬁ’?acific
Rallroad Company experienced = deficlit 4in all bﬁz'twolyearé'(i929 and
1936) 3 The Westera Pacific Railroad Comypany, operating 4in receiver-
ship for six of the thirteen years, cither incurred a deficit-or
ear;ed less than 2 per cént annually on its investment; and ffém
1930t0 1941 the other Class I applicants presenting statistics nere-
in (Southern Pacific Company,The.Atchison,Topekn and Santa Fe Réil—
way Company andthe Union Pacific Railroad Company) earned less thah 3

ver cent annually on thelr respective investments. Wnile in 1941 the

10 ower a long periol of years prior to the enactzent of the truck
regulateory laws in 1935, the rails and trucks were engaged in a
bitter rate war that threatened their existence. As a result, the
general level of rzil rates was hammered t0 a point consideradly
below a maximuz reasonable level. (See In re, Tnvestigation Into -
Opcerations of California Transwmertation Systems, 30 C.R.C. Ol.)
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Southern Pacific Coﬁpany realized a 3.6l per cent return dn its in-
vestnent and the Santa Fe a 3.32 per cent return, those amounts‘can—
not he characterized as excessive or as even approaching the twi-
light zone Yordering on excessiveness. - |

411 of these railroads have, in recent months, experienced
marked increaséS'in the volume of traffic handled aznd in revernue rom
colipts. There is evény zrospect that this condition, creatéd\by_the‘
nation's war effort, will continue for a temporary period at least.
Thé exsent to which the increase in revenue may be reflected 13 net
ezrnings was not forecast. Without doubt earning increaseslwill're-
sult) However, expenses resulting from wage increases {which were
not graated on a temporary basis), and from the varioué other sodrées
heretofore reviewed‘will absord 2 portion of <he édded re&enue.deéﬁl
rived ffdm wartizme traffic. .

Wnile we bhelieve the record before us justifies granving
the applicaﬁion of the rail carriers, it likewlse appears that e~
cause of the material inerease initraffic'handled by the California
caffiers they will pbobably not need further increased rétes Lor s0m0
time. Yet the'so-called'weak lines in other sections of <the
country, not 50 fortunately\situaced, may soon need additional
revenue ané, follbwing the usual procedure of the railroads, they
will all join in a common application for increased'rates - the weak
with the strong. |

“We agree‘that because of competitive conditiéns the finen-
¢ial needs of the rail carriers cannot bde considered‘individually,‘
but ‘shoulé be considered as a whole. Yet It shocké the coﬁsci‘nce
to authorize inéreases to stfong and prosperéus carfiérs, which éfé
now earning far in excess of a reasonable retura. |
i Rather than gO on endiess’y "ho:izohtally" inereasing rates

to proteet the weak lines, while the earaings of the stronger lines

~17-
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grow fatte; and fétter, there should be statutes enacted which would
per nit a “ecapuure, in whole or in pa.o, of'*he'eycef earﬁings of
the strongor lines, to be- distriduted . o cae wnaker 1iue

Such a provicio~ wao contained in th "Reca pture Clauoe"
of Section 15(a) of the Transportation Act of 1920 (41 Stat, 488).
It was repealed by the "Emo*gency aneportatidh Act of 1933" (48
ooat.-220),.for the reason that he procadure presc**ﬁed "o"~ the
Interstate Commerce Com“iosion to oollow in *ecaptu‘ing excess earfi~
*ngs proved unworkable f*om 2 prac,ical standpoint.‘ CSee e -
Congre ional Reco d 3y 77 Cong. Rec 4250, Senate ?epor* mo. o?,
2e §. 1580 5 % the time of the rbpoa¢ of the'RncapoLre ‘Clause"
there vas available for distridution to the weak liuea aoproximate y

813,000, 000 (prin cipal and inte*est). Foweve uhero waevan addi-

tional amount o¢ about $348, OOO OOO declared recapturable by *he

nterstate Commerce Commissio 2, but which wae he ubjecv of

we are olrmly convincpd that had tne "Pﬁcapuure C auée"f
proved - workable and had bcen in effec oday there would ve been ﬁo
need for the rail carrie*s, as & uhole, 0 have any iqc*ea e in'r
and fares at this time, For the first vten months of 1941 luhe r
of return for the rail carrmeru, as a whole, were ac follows.

£11 T, S, Eastern  Pocahontas Southern We,te.“
2ailroads Digtrict Region Region” D‘sfricf‘

593 5495 9.93% 7.05%  5.6e8

It appears obvious that if as a p*ac cal matte* “egulatorj

comzissionsmust coneido* +he railroads as a who‘n An passing upo ’ no:
oo-called Tevenue procbedings, there ;hould be wo*kable 1egi ion .
eﬁacteﬂ to p*event the *ail currier, oa,niug in excess o* a *&aso

i1

The Suprome Court of the Usited Svates upheld the velidity of the
"Recap;u*o Clause™ in Dayton-Goose Crecy Rv, vs, United States, 26?
U.S. 456 ‘ ,

-18=
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able return to retain such excess earnings. Udlee. such legislation

15 enacted, +the public is not receiving the degree of protection

which the regulatory statutes contemplate.

Trucks

The prOpo al of The Truck Owners Assoclation and'o:hér |
motor transportation in*e"ests for rate increases conteuplates that
the ﬁinimum rates and accessorial charges heretofore established *or
the transportation of gene*al me*chandisé, household godds and per-

sonal effects in long distance noving, prope*ty 4n dump v*ucks, and

f*esa frults and vegetables would de subjected TO0 an upward revicion
in raucs.l2 With the exception o' fresh frult aud vegetab ev-aveﬁ,
‘which were made effective May 1, 1941, rates 1'c>"~ the other t*a“upo*

tation referred to were made effective more than two years 2g0.
Individual adjustments in%olving both increases and.decréaSes;have
been made from time to time; none of the rate schedules, however,
have been subjectéd'to a general revision.

The foregoing “ruck rates were estadblished after exhaustiv
nearings were held th&ougho t the State and upon full consideration
of all elements of rate making, including cost of‘sérvice. While
thé establishéd rates gencrally are somewhat below the full cost of
performing the service, the Commission at the time it established
them deemed ther sufficilent in wvolume for efficie‘t sruck carricrs te
operate thereunder. |
| The record In these procecedings denmonstrates conelusively
that tho change frox a peacetime to a wartime economy croatcd ‘or
Cali’o*nia track opgrators "ub,ta. ~al increases in operating. 2%~
penses whicq were obviously not in prospect at the gime any o;ﬂthe

aforesaid minimum rates were established ané were not provided for

12 The referred to ratcs and charges-are contalned in Highway
riers* Tariffs Nos. 2, 4 and 7, issued 4n Case No. 4246 and in
dighway Carriors' T riff No. 8, issued in Case No. 4293. ‘
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in the level of those rates. These inecreased expeises, arising
primarily from the spiraling of wage costs and of prices for meter-
ialz and suppliesz, from conducfing operatibne with a changidg-per-
éonnél and from transporting propverty under conditions which will
not permit efficlent operations, are shown on this record vd'bc well
in excess of the rate incréases reguested,  We are of the op-“*oq,
nowever, that 1f the e,tabligned ninioum rates are in creauec‘as Te-
quegtod and 1f highway common carriers are authorized to

their puo’is ed rates on commodi ies for which rates have not deen
estadblished, the additional revenue so produced ,hou’d, with tb-i ac-
eruing from added traffic currently flowing from Califoraia indus-
tries, cove: the majority of these expehses.

The adjustment in nminimum truck rates herein sought will
be made effeetive by issuing a supplement to outstanding Highway
Carrier ua*i*fs, nich.auppleme“t is attached hereto as Appendix MAM
of the order heréin. " In order to make the 3 per cent‘increase here-
inafter. p*ovidcd in tr uck rates conform as nea rly as possiole %0 the
3 per ccnt lncreﬂse in rail rates ;.t will De made vo apvly to elas
rates Which are EUbjCctuO ca load ratings ond attendznt minimum
woeights, and to rates which are subject o minimum’weighxs of'Z0,000
poﬁndsior greatér. ‘Ratés on fruits andé vegetableé subjeétt 2 hini;
muneweight of18,000 pounds also will ve included inthe 3 pe* cent
group. | |

IX¥RLXEs

Upon consideration of all the evidence o_‘*ecord, the
Comaission 15 of the opinion and finds: i |

(1) That Application‘No. 24670 should be granted, eyccpu
that no dnereases in rates should be authorized for the t.mnoport“-

ion of petroleun or petro”gum p*oduct,,.u.oulk in tank car u,and shet

Decision No. 35007 of :ebruary 6, 1942, za Taterin Opinion_and~0rder

~20-
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authorizing pas¢enger fa"e increaces, be continued in full force and
effect;

'( (2) That Apnlica ion No. 24724 saould bb granted by the
igsuance of a Hpncial uupplement to Highway Carrlers' Tariffs Nos.
2, 4, 7 end 8, in-the manner provided in Appendix "A" of the order
wnich follows theﬂe *indings'

C’) That highway common ecarriers and express ¢ corporations
snould he authorizéd to establish on 20t less than one (1) day's no-
,tice to the Commission and to the public increaqed rates h
uraﬁapo“tation of p*ope*ty for which rates Rave qot been eetabli ed
by outstanding minmimum rate orders in Cases Nos. 2246 and 4293, as
proposed in Application Neo. 24724, the increaéeé to be not in excess
of thqse-providéd in Appendix "3B" of the order which(foiloﬂs these
findings; , :

(&) That in accepving the benefits-of the order which'fol-
lows these £indings carriers shall . be understood as agreeing that
They wili never urge in any proceeding under Section 71 of the Ppbiic‘
Utilities hct, or in any other p*oceed ng, that the opini om‘ﬁnd_order
herein ¢ onstituse a finding of fact of the reasonablenes of any pa*-‘
ticular rate or charge;

(5) Thnat common carriers saould be authorized to depars

from the provisions of Seetion 24(a) of the Public U‘il'*ies‘Acf ané

from the provisions of Tarifd Circular No. 2, 1o the ex ent negessary
to carry out tne authorizations of Findings Nos. fl) and (3) hereof

i

QR2EZR

Applications having made to vhe Railroad Commission ’o* an
order as indicated in the *o*egoing Op-nion, pudlic hearings havi“g

een held, and the Commission being fully advised in the premi ses,
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TT IS EEREBY ORDERED that, subject to the exception provid-
ed in Findl ag No. 1, Mpl*c5n'cs in Application No. 24670 be and they
arc, and each of then ia,ne*eby'ﬂuuho ized to estabiish on
than ozne (1) day's notice %0 the Commission and <o the public.the'
increzsed ffeight rates and charges proposed by s2id applicatieon.

TT 15 HERESY FURTHER ORDERED that Eighway Carsiers' Tariffs
Nos. 2, 4 and 7, 1ssued in Case No. 4246, and 5ighway Carriérs’
Tarif? No. 8, issued in Case No. 4293, be amended by making a part
of eacn of “he a2foreszld tariffs, as uupplemcnt No. 1 taereof, said
supplemént, which 1s attached nereto and by thi:c referencejﬁﬁde

Appc 2dix "A" hereof.

IT IS FERZBY FURTHER ORDERZD that t:

quired to be made dy common earriors as o result of the amendzents
0 Highway Carriers' Tari'fs Nos. 2, 4, 7, and 8, provided by the
sreceding ordering paragrapn, sholl be made effective on 1ot less
than one (1) day's notice to thé Commission and to the public.
=7 IS EEREBY FURTHER ORDERED thet aighway common carriers
ations bo and they are, and each of thém‘is, heredy
ot less than one (l) d2 f s notice to the
and c‘mrgec u*o
commoditie: for which rates have not been established dy the Commis-
sion in outstandi g minimum rate orders, said increased ffeighﬁ?
5 and charges to apply upon the commodities and to the extent
n Appendix "3" of this order, which appendix is aﬁ-
tacned hereto and by this reference made a part. nerédf., | |
| IT IS HERESY FURTHER ORDERED that common carriers bé-and
they are, and each of the;‘is, hereby aut.o*iznd to dapart *rom th
provisions of Section 24(2) of the Pudlic Utili ins Act and from the

provisions of Tﬁri’f Circul«r ¥o. 2, to the extent necegsary to carry

out the effect of the order;herc*.
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IT IS EEREBY FURTHER OPDERED that all outsuanding unnypi.ed
o“dere of the Comuissioa, whether or not effec¢tive upon the date: of
this order, authcrizing or prescriding rates which have or have not
been pudlished at the date of %this order, and all ouustanding oﬁs-
pension orders be and they are hereby modified ﬁo the extent neces- |
sary to permit the increases herein authorized <o be applied, but
thét in all other respects said orders shall rémain 11 full foree and
effect, unaffected by this order. |

IT IS EEREZY FURTEER ORDERED that the authority heréin
granted, is éubject'to the exﬁress éondition that no carrier will
urgé before this Comuis,ion in any p*oceediqg under Section 71 of
the Public Utiliu*eg Act, or in any other proceed*ng, +that the
op*“ion and order nerein constitute a finding of facu of he Teason-

ableness of ny particula“ rate or charge, and t the filing of

rates or charges rursuant to the authority be*eby g*anted will e

conetrued as consent to\this condition.

| IT IS KERESY FURTHER ORDERED that Decision No. 35007 of
February 6, 1942, (Interim Opinion and Order) in Application Nb.
22670, be and it is neredy continued in fwll force afd effect.

IT IS HEREBY FURTHBR ORDEZED thet the Commission shall
nave, and 1t does hereby reta_“, Jurisdiction of these proceédings
for the purpose of altering or amending orders entered herein and
for the purpose of determiﬁing, if need be, the lawfulness‘of any
particular rate ¢r chafge, or rates or cha&ges, resulting from‘this
order. _

The authority herein granted shall be void unless the
rates and charges authorized in this order are published, filed and
zade effective on not less than sixty (60) days from vhe effective

date hereof,
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This order shall become effective ten (10) days from the
date hereof. - | Z_/@
Dated at Los Aﬁgeles, California, this JQEL_ day of April,
1642. | | | o

Commissioners




DISSENTING OPTNTON
TN ADPLICATIONS NOS. 24670 AND 24724,
CASES NOS. L2L6 AND L293.

Commissioners Havenner and Sachse dissenting in part.

No ihciéases in‘railvrreignt rateslare'justiried: and .
none should be made, in excess of the additional revenue noedodvp |
oy the c&r*iers to oflcet actual wage 1ncreasos and other 1n-'
creases in operating expenses. The principal Calirornia railroeds
representing the very: 1arge proportion or the Stato's rail*oad
vmileage are being gizg? more than they need . and more than thoy,

thomvelves, aqk LoT.

(1) The rail carrxers' application to this COmmission reads"‘

"Applicants state that the Class I railroads of
the United States, and sonme ralilroads of other -
classifications, recently incurred certain un=-
avoidable and continuing increases in thelr
operating costs whick are so substantial that,
unless prompily offset by increases in revenues,
they will seriously impair the financial re- =
sources of the railroad applicarnts and greatly
endanger their ability o continue to render
adequate and efficient transportation service as
contexmplated by law, and or which %he safety of
our country now, more than ever berore depend

And rurt“e

"Apolicants therefore allego that .he condi*ions
which require:an edvance in their interstate rates,
fares and charges &apply equally to Califorzia in~-
trastate traffic, and that an advance in the rates,.
fares and charges on the latter, equal and corres~
ponding to those proposed Zor interstate and.
Toreign cormerce, 4is indispensadle in order to

efford your applicants the ninimum measure or

relief nesessary in the public interest. and

the Iinterest of your appl‘cants.

Reference is made 1n tn e applicetion $o Ex P&rte 148 “ gimilar
epplication for increases in interstate rates to the Interstate
Commerce Commis ion. In that petition applicants state::

 mpetitioners state that they recently imeurred -
certain wnavoidable and continuing increases in' . -
thelir operating costs, whaich are. so substantial




The ract is stressed that this is a "revenue proceedingﬁ
‘as distinguished from a. normal rate proceeding. Thst means the
reaaonableness ‘and rairness of the separate rates are not at
issue and some o. the otherwise controlling rate making ractors
_(value or property, Tate ‘base, rate o return, cost or'money,e.c.),i
are given 00, or'minor consideration. The proble~ is the provid-

ing of surrieient additional revenue %0 reimburse the’ carriers for

- 4increased labor sosts and other operating increaves, caused in the

nain by the war errort, and rete increases sur*icient ror thax pur—
. pose shouléd be granted. A grant of more is inconsistent‘with the
‘nation's war ef ort and violates the principle o; equitable sac*i-
fice *hat,must govern at th.s time. order to accomplish this |
ypurpose it is necessary ror tne Commission te know

(a)' what the. increased costs Will amount .o, on an
annual ba is3 o ‘

() whet the increesed revenue from {ncreased busie
zess, uwnder ezistins.rates,'will be, ir the same
annnal period; .

(e) how"ar the incresced revenue (b)'Will Tall
short of meeting the increased cost (a).

(1_.)' (Cont'd)

"that, unless promptly offset by increases in-
revenues, they will seriously impair the finen-
¢lal Tesources of petitioners anéd greatly en-
danger their abllity %0 continuve to render
adequate and efficient reilway transportation !
service on which the safety of our country

now more than ever be'o*e depends.

YMr. Lyons, attorney ror the prinecipal carriers, sald in
the nearing beiore this Commis lon (Tr. 353):

oK %K Neyr, they (the witnesses)# have. said Thon't
give the railroads any more than they reouire, T which
is a pexfectly proper thin§ We are. not asking for

any more than we reqpire ‘

# words in parentheses supplied.




Thé'der ciency represenzed by item (c) is to be pro=
vided by an increase in pagaenger, rreight and express rates and
such 1s the,preyer of the‘railroads t0 the Interstate COmmercov‘
Commission end to tze State Comnd ssions. Obvioﬁslfﬁyuﬁieés-
reaoonably rpliable estimetes are available £ox the three items
(a), (v) ané (c), 50 sound o Tair dgtezmination cen be m&de.'

I 'the‘proceeding'bérdre the Interstatelcsmmefcé‘COﬁ-. "
niaslon and before tais COmmission the carrier° inxro&ucod testi—
nony on item (a), for the entire country, buu were silent on (b)
and (c). We thi nk this is 2 Vitul dericiency and a denial of the
abblication on tha* ground alone, pending tae introduction‘of suc;;
testimony, would be Justified. | |

A rurther serioua dericiency is .his Commiss ion'° taii-‘

wre to puo 1nto this record: testimony by our owa expert &nd wholly
competent starff on these essential issue We have l&rge trans-
portation, rate, accounting and rinanc¢al departments and divisions.'
They are constantly engaged 1n makins studie° and estimatee or thiﬂ
precibe nature and nmuech of the reqnired inrOﬁmation *s available in
regular stetistical torm. Yot the COmmisaion did not avail itselr _
of the advice of our starr on tkese basic matter Rate maki:g B

under such p*ocedure cannot’ bossibly meet the uests laid(dgwn rbr
2 .

us in Article XII, Section 20, of our state constitution. '

(2) Sec. 20. No railrocad or cther tramsportation ¢ompany shall
: raise any rate of charge for tkhe.transportation of freight
OT passengers or any charge coaxnected therewlith or inecli-
dental thereto, under any circumstances whatsoever, except
upon & showing before the railroad commission provided .for
" 4n this constitution, that such fincrease is Justified, axnd
the decision of the sald-commission upon tiae showing so made
skall not be subject to review by any court except upon the-
question whether such decision of the commission will resuld.
%g v?n'iscation of Property. (Amend“ent adopted October _O,
11l)e




We have, however, surricient general public informution
-to ostablish the fact that the ‘our larges* Califormia - interstate |
railroads (Southera Paci‘ic, uenta e, Tnion Paciric and‘western
Pacirio) have, since vhe filing oi these applications, experienced,1‘
1,inithe'eggregate not only'the largest gToss. earnings-but'eleootne
largeﬂt net" earningo (efter operating expenses) in thei* enti*e
| history. And the volume of tra:tic and earnings conzinues upward.
\The rubber shortage ané the rapidly shrinking volume or private.
and - public automotive h*ghway transport will throw upon the reil
carriers & large amount of additionsal busine*s,‘up to the vary
k'limit or their capacity. |

| miis u.ate oontr‘butes a large propore on.or the ootal
revenue earred’ by the principal railroads above rererred to.(s)
The increase in'trar*ic end in neﬁ eafnings :esulting rrom the-wer'
errort is exceptionelly large in Caliroznia.

The railroad 'reighz and. pesoenger rate increases granted
by the Interstate Commerce Commission and by this Commission in
these proceedings will amount, on stete and inzerstate trarric.in‘
Caiirornie,"toinot leSS’thap‘$l5,000,000 per year, in‘oﬁriopinioni
andﬂﬁeyiwell exceed £20,000,000 per year. As stated above,_no,
_evidence is in‘the record °howing such es timetes'and the'Commi sion'
aid not ask ror inrormation Trom its departments. This additional

ost mus + be borne by the Calirornia produoers, shippe*s and con- ’
sumers and it is no light metter to place sSo neavy a &dditional
burden on the State’s agriculture and industry. -

There s 10 evidence in the record on +he rail'carrier
combined estimated inoreased wage and oper&ting costs chergeable
to Calirornia and consequently we eannot comp&re °uch 'igure with
the estimated Tesults oI the rate increases. BEut we can estimate,

rrom available statistical inrormetion resularly publiqhed by the

(3) The mejority opinion,on page 3, shows the California: gercentage

- of the total revenue earne
roeds as Zollows:
Southern Pacific LSe 5% Western Pacific’ ig-Séf
Northwestern Pacific lOO % g  Sante .e - ,
Triozn Pacific . '

by our priacipal interstate rail-




railroads, that the increased Cali'ornia business, interszate and
intrastate, will produce upwa.rd ot $70,000 OOO per year greater
gross earning~ on an annual basis then in tne preceding year. ]
This inc“eaee in gross reeu_ts from the tremendous volune ot hew
- war business and without giving errect to the incre_sed rates.
There is no doudt in our mind that in Califormia the addl tional
fevenue trom inc*ea ed business alone will more than balance the in-
erease: in Cali*o*nia wage end other oPerating ezpense

mnother tevt of the soundness of thi° view may be had
from a review or the regularly publishedld net earnings statistics
of the carriers. According 10 these rigures the net railway-overat-
ing income (arter taxeﬂ and ecuipnent rentalu) or. the principal Cali~
rornia railroade has increa ed by over 35% .n the last available |

three months' period (a? compared Witk the cor*esponding three months
&

of the previous ye&r. L5 increase ixn net earningu doee not To-~
rleet any increase in rates and is entirelv &ccounted ro* by the
greater traffic volume. It nmust be remembered,-however, that £n the
last three months? period *erer*ed to above the earriers paid the
incre& ed wage and other costs (operat ing expenses were. approximately"
30% higher than in the similar previouu year'e periodgb) and the |
increase in net was experienced after paymenx or and notwithstanding
these higher operating costs.‘ |
The majority opinion appears to conrirm our conclusion.
The rates of retu*n for tke rail carriers, as a whole, ror the rirst
- ten months of 1941 sre given as rellows'

ALl T. S-r.”_uastern . Pocohontas . Southern Western - -
. Railroads District -Region _ Region Diztriect

5093% 5449% 9.93% 705%  5.64%

(4} Decemder,. 1941, Tanuary end February, 1942, coupared with -
. December, 1940, January and February, l1l94l.




These figures clearly indicate a gemerally revcrable‘
earning positicn Lor the indicaued pericd and a:u*the. 1mprove-.
ment has taken nlace since October, 1941.

ouxr eissent from that part of the majority_decisionb

grent*ng-t*uck rate iﬁcrea°ee is b&sedrhainly on the total absence

Cof a record meeten%sthe requirements or Section 63 (e) oL the Pub-

1ic Utilitiee Act. The Interstate Commerce cOmm_ssion nade no
truck decis*on.\ The truck rate case defore tuis COmmission is not
a "revenue p*eceeding. We cennet agree tnet'convide*atiene or

te dirferen ials and relationships Justiry flat. pe*centage in-
creases tha?t will cost the Californisa producers, shippers and con~
sumers additional millions or dollaxs in transportation costs.
The hignway common carriers, like the rail carriers; should have,
we think, surricient additionel revenue 0o ueet actual ncreaQed \
wage and other opereting ccsts resulting from the war errort, o
the extcnf that such costs are not belanced by increased revenue
from ine*eased sraffic. But the se carrze*s heve made Do case tce
estab’ish the essent‘al *ecus proving such need. end have ne* cszed
for any speci ric or pe*cent&ge\rete crease. What they see* 13
an increase "of the same amount or pexr centage" &3 may be autho*ized
by the Interstate Commerce COmmission ror the’ *ail car*;e*e. Sueh
an application caz have no relation, of cou*ee, to. thc ec‘nal need
| for increased revenues, iz any, of the truck cerrie*s in Celi‘brnia.-

mhe*e is no sncwing ot eggrcgave 1ncreased wages or. other

operating costs resulting from the-wer, 0o showing or aggregate |
: ‘revenue or: expenses ‘nor o: increased Traffic’ or decreesed busineee

resulting rrom the present exnd progpective rubber and trucm.sho:tage.-

(6) Secs. 63 (&) No pudlic utility shall reise eny rate, fare,-
toll, reatal or cherge or 20 alter any classification, con-
tract, practice, rule or regulatiorn as to'result in an .
increase in any rate, fare, toll, rental or charge, under.
any circumstances whatsoever, except upon & showing tefore
the comission and & finding by the commission that such
increase is Justified, - ' S

b




'There is no evidence whatever on the amount o bl money the truck rate

increases.will produce and how the additional ‘Tevenue compares with
the truckers' acvual needs.‘

| The truck and reii carriers both make rererence To and
subscribe to. the urgent necessity or preventing price 1ncreeses
and conseqpent inrlation.‘ We are satisfied that the serious and
rar-reacn;ng stete and interstste rall and highway carrie* rate |
increases allowed by the Interstate Cormexce COmmission.and bv the
msjo*i*y oL this Commission are an. added new anéd’ pewerrul Iactor in
the forces msking ro* increases in prices. and living costs and
for inrlation. | |

We are in accord wisn the msgority in recommending that

ef*ecvive and practical steps be taken to bring about the ”recapture"
or excess carrier earnings ror the benerit of: tne nat on's transpor-
tation system &s a whole.' This 12 & federal mstter and this Com~
mission, we thinx abprop*iately, should urge upon the Director oz
the Office of Defense Transeo*tation and upon the Interstate Commerce
| Commission uhe need ror'memorializing Congress for the prompt enact~

ment of the necessary 1egislation.

Commissioners.




SPECIAL SUPPLEMENT 'CONIMNING INCREASED RATES AND CHARGES

Supplenent
No. - Tariff

B Highway Carriers! Tariff Nq.:z

Highway Caxrierct! Terdiff No. 4

Bighway Carriers! Tariff No. 7

Eighway Carriexs' Tariff No. &

Neming
MINDIOM RASES, RULES AND REGULATIONS
For The
| PRANSPORTATION CF PROFERTY OVER THE PUBLIC EIGEVAYS
Tathin
THE STATE F CALIFORNIA
124
RADIAL EIGEWAY COMMON CARRIERS

2D

ETGIWAY CONTRACT CARRIERS

EFFECTIVE ATRIL 2%, 1942

. Issued by e
RATIRCAD COMISSION (F THE STATE (& CALIFORNIA
" 'State Budilding, Civie Centox,
San Franciscco, California,




PIJRC;:,I‘TACS INCREASES PROVIDED TN THIS STUPPLEWENT SHALL BE APPLIZD TO MINTIUM RATES
IN EFFECT ON APRIL 24, 1942,

ITEM NO, 1 APPLICATION OF TAZIES I AND IX

(&) Pind the rate or charge as mamod in tariff wunder Column "A' of Table I
or Table II, az tho cace zay be, ard tho rate or charge vo be applied will be
found opposite thercto under Column ™", When the rate or chargo iz stated in
dollars or dollars and cents, £irst find the equivalont thereof in cents in
Column "AY and apply the rate or charge chow:z opposite thereto iz Column BT,

(o) The imereases shows 4n Table I will be applied to the folldvihg ratoes and
charges excep® as provided iz perapraps (¢):

Class Rates
Commodity Rates
Lozg Distance Moving Rates shcvm in Soction No, 3, ZL
Corrierst Tarifl No. 4, olso charges showz in I‘tcm.. Yoz, 1oo(e),
101(g), 130(d), 170, 135, 400 and 410 serios wien applied on
shipments transported wader Leng Distance Movirg Ratos
Mindmum Choxges : :
Vinimum Rates
Charges for::
Accessorial Services not otherwisoe zyecificd
€.0.D. (Colleet on Dolivery) Scrvicc
Split Delivery
Split P:.ckup

(¢) The imercascs chewz in Table IT will be applicd 4o the rates dc...ignatoa
ia connoc’tion with tardff itoms roforred to bolow, viz.:

Itom No.

(Sortod) | ZICEWAY CARRTERS' TARIFF NO. 2

505 ) Claas Rates on articles cpecified im Note 1 herein whex applied
507 ) in comncetion with rator subject to minfmum wedght of 20,000
520 ) pounds or whon appliocd i comnoction with carlocd retings, -
605' Rates subjoct fo mizdmm welshds of 20,000, 24,000, 30,000 or

_ 40,000 pounds. : :
651 . Rates cubject to mimimm woighte of 16,000 and 30,000 powsds.
654 Rates subject to mimtmum wehohts of 20,000 and 30',00b‘poxmds. .

2552 g Rates subjoeet %o .minim wolgat of 20,000 pou:ids.’

722 Rates subject to minimm weights of 20,000 and 30,000 pousds.
730 - Rate subjcet to mimimm wedght of 30,000 powsdc.

HIGHUAY CARFIZRS*® TARIFT NO, 2

g’gg g Rates subject to mindmmum wedghic of 12,000 and 24,000
320 ) pounds.




NOI"‘ L
' Amcultuml %oduct, not othermise cpecified, eacccpt tko follard.ng
Algorobillc; Beans, -castor, cocos, honey (St. Johns bread), mux vomico
" (ground or whole), Tehits, torke cnd verilla; Chufes, Cocoznmuts, Sresh;
Coffoe; Copras.Fibre, vogemble, Flordst stoc k rui'c, driod or
evaporated; Frdt jmi.cos, Grasses not o’therwisc specifiod; Heorbs not
| othorwise spocified; Ivory muts (vogeteble Ivory); Iicorice root; Mushe
rooms, dried; lMushroom span; lusterd, ground; Nursery atock; m'. mects;
Peanut gz-i*c..; Pocl, frudt; Pepper (spico), Pulp, fruits Sage, Sagos
Seods (including bizd :»oed) Spices; Tee or tot dust.
Ardmal Fet, inodivle Moal, Vogcta.blo-oil
Azl Tesls, ary Mozt Refuse
Bontonite Moats, fresh, or Lresk salted
Blodiers . .zoc.'ts, curod, drled, dry salted,
Bloed, driod, not othe:"riac pLeklod or smokod (not including
- spocified . . cannod meats or canned Sausage) o
Broom corn , L) | Produets. (corosl) not other-
Butterine wise spocifiod, not spocdcolly
Buttormilk, condensed or driod proporod for buman consumption
Cake, Vogetable=oil ‘Pacidng Eouso (meat) Products,
Calf Remnots. (Calvcs' Stomachs) oéfvle, not othorwiso spocﬁ.ﬁod
Cley (not dneluddng cannod moat..,)
Corn huslcs (corn ahuclca) Pomzco , ‘
Dolonitec . - Pyrites, coal
Eerth noibn . : Pyrites, iron: - -
Feod, Animal or Poul‘t:y, viz.. Rock, Bituminous Mphalt
" Blood flowr Rock, Borato: .
- 3lood meal: Roelz, Gendster
Fish serap Rock, Phosphato, crudo (e:rmmd
Moot seraps or not grouwnd but not furthor
Tankego troatod '
F o Sand (other than c or
Floshings moulding)
Fodder - - | _
Glue Stock a:s.ncws :
Gravel . Slag, Furanco (othcr 'ch..n opon
Groase, Animal, incdible, mot bearth basic slag)
otherwise specifiod Stene, orokcn, cmhod or
Eay - \ ground
Hidos, Polts or Sidns, dry or Stono, Flmd.ne;
groon (Cettle, Gou'o, Eog, Stxew X
Horse or Sheop) . Tellew, Anim...l, :Lnod.iblo -
Hoofs cnd B norn.,, Animal Tobm:co, locf, mam:fa.cmed
Kooldn , c ~ Vogotables, dz-y .
ord: Compounda - Vegotable Shortoning
lard Substitutos , Weasands
Limes tonc ’ cmhed or pulverizod Wool, noidn.

Noitn means not otherwise indoxod By mame in the Wostera Classification.




ITEM NO. 2  COMBINATION RATES

Whon tho through rate is made by combining separately ztated rates, eack of
such rates shall be increased boforo combining,

ITEX NO, 2 - COMPURATION CF RATES AND CEARGES EIGHER
= TEAN SEQAN IN TAZIE I OR TABIE IT

fkere the tariffl rate or charge dosignated iz poragraph (b) of Ttem 1 herein
ic higher than chom in Column "A" of Tablo I, such rate or chargo will bo fin=
ereased six (6) per cont. . :

Thore the tariff rate dosigmated in paregraph (¢} of Them L horcin 4s higher

thon shown in Column "A" of Table II, such rato will be increased throo (3) per

cent.

In ceomputing dnerocsed ra.'tos~ and charpges as providod above, fractions of

less thon ono-half cont will be dropped and fractions of one-half ceat or groater
will bo ineroasod to onc cent. | e
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TABIE NO. II
(Thwee Per Cent Table)

- COL. A COL. A
COL. CSL. Yot

5 . Not
Over| Ovar{ ~ | Over | Over
52 1203 | 104 | 207 15&;_. 157%
53 | 104 | 105 | 108 | 157% | 158%
5, 1105 | 106 | 109 | 1585 1555
| 551206 | 107 | 110 156w | 1605
1561207 | 202 1211 160+ | 2613
571108 | 109 | Li2 | 261% | 162%
56| 58 | 109 | 110 | 13| 162% | 1637
| 59 h110 {101 |14 2635 | 26uk
60" 192 115 16 122%
61 | 132 | 116 | 265%1 1
62 T 3L | 117 | 166% | 167
63 i 15 | 118|167 | 168
& 16 | 1291162 | 169
651116 | 116% 1320|165 {170
66 B LA (121 17C | AT
67 b 2181222 1272 | 172
68 1951231 172 1173
1 ool dop Ul in | it
. > iy . ‘ ; 2750
71 M 122% 13261 175 (276 229,»:!"-3
72 PR3 17 (176 {177 21 2304 1 237
73 ' 124% 122 | 177 | 172 | 234% | 238
. : 113 233
% {127 1191 1 180 2357 | 23 |
77 12041 132 | 181 | 235 |
Zg e 120 1 193 1 122 | 236
20 | 1304 | 1325 1 135 | 189
21 | 1334 | 13201 136 | Jelt
82 | 122k 133 | 237 | 125% | 126 2% | 240 |
g2 {123 |13, |2138 | 186> 22,
1575 )
12

o

T e e

— - .

120% [ 134 | 183 | ' 237
' , 228
239

o e s 4 e

1 84 1124 1135 |39 U2
1135 136 1140 243
236 1137 || 1e9% UL

137 | 238 42 190% 245
126 1239 |42 291% | 192 ' 46
139 | 220 1244 | 192 : 247
20 | L |45 | 19%% | 248
WL | U2 | 146 {191+ 5 | 249

L2 |43 1147|195
AU UL (e 2es
U (U5 |19 |29
U5 | 16 {150 | 198%
6 | 147 199
LT | UL 200
Uz | US 201
U9 | L9k 15 | 202
100 | 9% 150%

38

el R
k_.?‘\

3l
2
{32
34

35
36
27
38
29
40
Al
bl
A2
| &4
45
L5 146
46 |47
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9% ‘ | 150% | 155 | 203
o2k | 101 | 150% | 152 | 156 | 20

994 { 102, 1517 | 1527 | 157 | 205
14T |48 1007 | 102 11525 | 153% | 158 | 206
|48 149 200 |04 {1537 | 15L% | 155 1 207
43 |49 |50 1201 {102 1105 |154%| L55% | 160 | 202
| 49 |45k 151 {302 303 |06 1155% i 1565 | 161 | 200
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APTENDIX 3"

Rates publiched by higaway commorn corriers and express corpeorations for tze
transportation of the commoditics named belew, fox which rates have not boen
heretofore cstabliched by the Commission, may be dncreased by smowats not 4o ex=
ceod tho perceztages shown iz Column 1 or 4z Column 2. , .

Column L rate incroeasec may bo appliod to class or commedity
toz subjoct to mindavm welghts of loce thaz
20,000 pouxds. '

Column 2 rote increases mey be appliod to 3¢ or commodity
ratos subjoct to mimimum woigh’o.. ol 20,000 pomnds
or greater.

, : . Column Column
Doscxiption of Commodity _ XL

hccossories, metion pictwre &
Autonobiles, ‘so;‘:, up S | ' 6%
) Baggege | &%
, Bu‘t'tcr,' dairy | . 6%
Buttormilk, llquid o | &

Caxriors (used packegos), cmpty rotwrning or forwarded
for rotuwrn leads

aQ

fK

Cemon't, portland (bu::.lcd...g)
~ Cement Cl.mker |

L
N

K

Choeso (including cottaze choose and pot cheeco)
Cotton

Croan

Dircetorios, telephone

Eg‘gsu:z.n‘thc chell

Fortilizerc

Fﬁ.lﬁ, r.ﬁo‘c:!._on pleture

Foddc:',boc.n, cane, corn or pos

Frui't dﬂ.bd, u:mc.nufacti:rod LD URProcess

F:w:!.'t, froch {oxcopt cococmute, £ige and nﬁ.no..pplo.,) ,
-"'mzi.t frech, wr.i.z.. cocotxute, figs end pircanples
Fzm@icidos y Sgriculturel

Hojaz




Colurn Column
o
'y

Ice Creonm Mix, wnflavored | | T G

Inséoticid&:a agz-:‘.cul‘tm..l &
Loo.vo..,, cac‘tu,.., dricd - | & o
Logs (wood) | TR 6%
Margarine - ' . | | &%
W3k, Aquid |

, “Icwqpapcr., (ot serep or wasto)
Nute, cdiblo, in tho sholl (oxccpt peaauts)
Po..nu‘a in” 4ho shell

ss, fruit

Pwltry, live or dress

Sca Sholls, grushed, grount, powdored or disintegrated
Sood, cotton

Secods (excopt cottoz)

}‘s‘

Sholl Marl, cruchod, ground or pewrdcrod
Straw

fK

Sulpmer

&K

o'*otc.blos, frosh

R

cho‘r.a.blc.., dricd vizes
Beans (cxccpt coces, varills, castor, ho:acy, o
vozics, Takitd or tenka)
3eons, wdz.. eocod, vexilla, casztor, horey, oux
vozics, Tehiti azd tosa
Lentile
. Ondons
Pode
Peppexr Pods

Voting Booths, Ballot Boios, Zlection Tonts and
Election Sunplic.,

DISPOSITION CF FRACTION

Iz connoction with ratos of 5 cents or lescs the ineroascd rate chall de
computod to the nearcst guwaritcs cent; when metos are highor than 5 cextc dut 20b
hi,g,hcr thon 10 cents, the fnmereasod rate shall be cemputed Yo the noarost hall-

exat; whon rates aro highor thanr 10 cents, Lxactions of lose 4than onc=hall ccab
shal.'l. be dropped and fractiozs of one~h2ll cent or greator chall bo duercasod to
the noxt whole cont, :




