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Decision No. B9 709

BEFORE T%g PUBLIC UTILITIES COMISSION OF THz STATE OF CALIFTORNIA
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ROWELL, Commissioner:

Appecerances

{A list of appearances is contained in
Appendix "A"™ hereof)

CPINICE

In Ex Parte No. 162, Increased Railway Rates, Fares and

Chargses, 1946, end Zx Perte No. 148, Increased Raillway Rates, Fares

and Charges, 1942, reopened, the Interstate Commerce Commission on

December 5, 1946 a2uthorized the Class I reilroads of the United
Stetes, The American Short Line Rallroad association membership,
and certain other carriers subdject to the Interstete Commerce Act

to effect a general incrcase in rates, fares and charges.l

L The increeses authorized by the Interstete Commerce Commission
apply on the dasic rates and charges, determined by excludiag from
the rates now in effect Iincreases of 6 per cent on commodities
generally and of 2 per cent on bhasic products of agriculture,
animals, animal products and products of mines. Zxcept on products
of agriculture and on livestock in carloads, the order, generally
speaking, authorizes an increcase of 20 per cent in the bdasic rates.
Cn products of agriculturc, carloads, except citrus fruits and on
livestock, carloads, except horses and mules, the rates were
increased 15 per ceat. Certain of the commodities azd commodity
groups taking the 20 pe“ cent increase are sudbject to given maxima,
stated in cents per ton or per 100 pounds. As to a few commodities
or coxmmodity groups the increese was not stated percentegewise but
in pccmfled amounts per ton ranging from 7% ceats on lignite to

30 cents on coal rates over ,2.25 per ton. The rates for certain
miscellaneous services were increased by percentages ranging fron
15 to 25 per ceat. TFor pickup and delivery service & minimum rate
ol 50 cents per 100 pounds 1s provided. In addition, the temporary
10 per cent increase in passenger fares previously autherized was
mede permanent.
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The applicents here are emong those who were belore tae
Interctate Commerce Commission.: They reocuest authority to increase
rheir Califoraia intrastate local and joiﬁt freight rates and charges
by amountz corresponding to those they have been authorized to
establizh interstate by the Iaterstate Cozmerce Commissionts order
of December 5, 1946.- They also seek similar inereases in their

joint rates with highwey and water carriers.2

As to less-carload intrastate rates an increase of 18.72
per cent on commodities generally end of 15:36 per cent on bésic
produets of agriculture, nimals, -animal products and products of
mines was effected June 10, 19a6.3 Therefore, ‘for the most part,
applicants' request, i authorized, would :ean ¢ further increase in
less-carload retes of 1.28 per cent on commodities generslly and
L. 6L per cent on agricultural end related products.

Hearing was had on December 18, 1946, at San Frencisco.

The record made before the Interstate Commerce Commission
was introduced as & part of the record herein and was supplemented
by oral end written evidexnce pertaining to tihe California intrastate
situation. . The interatete proceeding wes conducted with the co-
operation of representatives of the State regulatory'bodies under

the provisions of Section 13(3) of the Interstate Commerce Act.h'

< No inerease in passenger fares is requested. ~The 10 per cent
iancrease mede permanent by the Intersitate Commerce Commission order
of Deecember 5, 19L6 is already in effect on & permanent basis in
Californis. . '

3 These increases were authorized pursuant to Decision Ko. 39004
in Case No. 4802, 2 general investigation proceeding embracing
rates, rules end regulotions for tae transportation of all classes
of property by California for-hire cearriers.

Le mnos vwestern states were represented on the cooperative committee
sta

of +e compissioners by Commissioner Cornell of Idaho.
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The record shows that applicants’ Operatinglcoéfé havé

advanced‘substantialiy due to increases in wages and'iﬁ'priCes of

materials and supplies, and that these increases nave been accom-~

panied by a decline in traffic and ton-mile revenues. A rail

witness estimated that, on tne basis of the 1946 operations of six
Class T railroads ng;atiﬁalin Celiforria, increases ih wages since
1940 amount to $150,000,000, or 30. 3 per cont. 'Cémmenéi:;:g

January 1, 1947, the rail carriers will'expérieice é further increase
in payroll taxes of 2.29 pel cent. & comparative showing of the
cost of materials and supplies waz madee "Iﬁ'indicafed'thét; wita

few exceptions;‘matéridltand supply costs nave incéeased Sﬁbstantially;
particular attention was called to:an inerease in fuel oil costs of

62 per cente.

Statistiés were submitted:ééparatéiy‘b§ the”accﬁﬁntihgvv
officers of the six rail lines to show their rétes of retufn on ‘the
book value of their properties, ‘Southern Pacific fiéufes are for
their Pacific Lines, the balance éreISystem*figure$. ’ They

diselose the following rates of retirn of the years 1929 to 1945,

These railroads are The Atchison, Topeka and Santa Fe Railway.
Company, .Northwestern Pacific Railroad Company, Pacific Electric
Railway Company, Southern Pacific Company, Union Pacific Railroad
Company and The Western Pacific Raillroad Company. They .operate
96 per cent of the total rallroad trackage in California. )
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inclusive, and for the first nine months of 1946
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D - Deficit
t was pointed out thut the carriers' total traffic, both

inter and intrastate, was considered by tae Interstate Commerce
Commission in its determ;natiqh of. the amount of inerease which

should be granted. The carriers urged that for this reason and

bppause revenue from freight trofflic is.of unusual importanc¢e to

California raillroads, intrasﬁate inercoses similar to those granted
by the federal commission should de es tablished here if the full
relief found to be necessary by that comzission 1s to be realized.,
Southern Pacific, Santa Fe and Un;on-Pacific estimate that on the
basis of expected 1947 Qperating'expexignqe their rate of return
would be 24 per cent under‘the rates sought before the Interstate
Commerce Commission. he sought rates were for the most part

5 per cgnﬁ higher than those au;hoxized by the federal commission

ané applied for herec.
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No one opposed the granting of lncreased rates. Eowever,
there were several objections going to the volume of the increases
sought on particular commodities or to the manner in which the in-
creases'are proposed to be éffeéted. The Rock, Sand aﬁd Gravel

Producers Association of Northern California objected to the rail

request for‘aéflat increase of 15 cents ver ton on rock, sand and

gravel rates. They Were supported in this regquest by the southern
California rock producers. The Association pointed out that the
najority of rock, sand_and gravel hauls are Ior short:distances-and
contended that a flat inerease would resulﬂ in rate iﬁcreases ranging
fron 33-1/3‘to 374 per cent. It considered ;ny inc?eaées in excess
of 20 per cent to pe inesuitables Appiicénts' rate witneés teéti-
fied that the present rates are truck compelled to an'unduly loﬁ
basis and that the rails believed rates iniexcess of fho generai 20
per'cent level reguested on other commoditics necessary to more.
nearly reflect the cost of the service. |

Monolith Portland Cement Company and Southwestern Portland
Cement Company located at Monolith and Vietorville,respectively,ob-
jeet to the proposal to increase cement rates on a percentage basis.
They contend that a norizontal adjustment would disturd relationships
between themselves, the so-called 'outer mills,"'énd the so=called
ninnor mills" located at Colton and Cresimore, in effect prior to..
the 6 per cont increasce on cement rates, which approximated 1 cent
per barrel. They conceded, novever, that the maintenance of this
differential is not a prerequisite to the satisfactory marketing of
thoir cement under existing conditions. Both the inner mills and
the northern California mills urzed that a percentage increase in
existing cement rates would best proserve existing relationships

between the various mills and consuming narkets.

o

A description of the articles included in the general term "rock,
sand and gravel" was not given. From the testimony we understand
that the coamodities involyed are those named in Iten No.-?éo series
of Pacific Freight Tariff Burcau Tariff Ho. 166=G, C.ReCe NO. 205

R
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The traffic n anager ’o“ Rosenberg Brothers urged that the
15 per cent increase provoscd for the agrlculturel product groups,
in carloads, chould likewise be authorized for the transportation of
unmanufactured and,unprocessed‘d;ied.fruits rather than the sought
20 per cent increase. ‘He was supported by the California Farm
Bureau rederation und Californla Pack:mu Corporation. In support
of thlS request it was contended that dried fruit is .in fact an
avrical ural product and should be so treated. He pointed out
that Calmfornla grows . the bulk of the nation's dried fruit, and
statedthat most of it noves in intrastate commerce. The rail lines
represented that the present dried fruit rates are depressed and
‘that the 20 pex cent increase is not e?cessive under these circum-
stanees. They also :eared.phat the eetexm;nation of the correct

tariff rates would be dirficult if lower rates are maintained on

unprocessed and unmenufactured dried Iriits than on other dried

fruit.

‘ It is clear from tne record that applicants are in need
of ad&ztionul revenue ena that witn tue exceptions herelnafter
discussee the increases soug nt are necessary to prevent acute
financ1a1 dlstress and preserve an adequaee transportation system.
They should be authorizea.

In this proceedxn as Well as before the Interstate
Commerce Commission, applicants nave made no attempt to justify
the Lawfulness of’ individual rates. Increases in excess of 15

per cent on unmanufacuured and unproce°sed dried fruits and of 20
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per cent on ropk, common sand and gravel have not been justified.
Should the rail lines believe that further lncreases are necessary
on these commodities they should male that matter the subject of
a sceparate proceeding.:

With regard to the request of tie so-called outer cement

mills for a flat rat:er than percentage increace, there has been no

showing that a percentage increase would detrimentally‘affect tae

marketing of their cement at the present time. There 15 no basis
on this record for finding that the reil proposal should be deviated
from with respect to cement. . Should any cement mill consider
itself to e detriientally affected by rates resulting from this
order, the matter siaould be brougat to the Comnission's attention
in a formal proceeding dealing with such ratess

In this proceeding consideration has been given to appli- |
cants' over-all revenue reguircaents. Of necessity no study has '
been made of each or any of the individual rates or charges for
the purpose of determining tie reasonableness or lawfulness thereof.:.
Tn authorizing the increases herein involved the Commission does
not nake a finding of fact of t&e reasonableness or lawfulness of
any particulaf.rate or charge, as 59 increased.:

Upon careful consideration of all of the facts and cirqqm-
stances of record in this proceeding, T an of the opinion and {ind

that the inereases involved in tihis application are justified.
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Public hearing having been had 4n the above entitled

ﬁpplication;and-based;updn tnEGevidencekreceivedudnd upon the -
conclusions and findings set,fontﬁ-in_theﬁprecéding'opiniong'
IT IS'HE?EBY ORDERED that First éupplementar Application
No. 27446 in this proceeding be and it is granted, except. that’
(L):on rock, sand and gravel products identitied. dn footnote 6 of
tnis opinion, the increase shall be 20 per-cent; (2).on
unmanufactured and unprocessed -dried fruit (dried: fruit-in the
natural. state and which has not been-cleahed, washed,. stemmed . or
otherwise prepared or partially prepared for human consumption)
the. increase shall be 15 per cent, carleads; and (3) where a
through rate. is made by combining .separately stated rates each'df ‘
such rates shall be-increased as suthorized. herein before combining.. . .
IT IS HSREBY FURTHER CRDERSD that the increases herein-
authorized are.to be added to.the-basic:treight rates and charges"
which are defined to be those now in effecﬁ; whether established
by order of the'Commission or voluntary'aétfof'the.petitioning
- carriers (including<anyurate§vheld,under‘smspenSion‘ahd'1nvestigation
orders),,excluding,;howeyef,.ffom~suchifreightarate5'and charges '
as now in effect such portion thereof as“represehtSvthe increase
authorized: by Deecision No. 39154hin‘Ap§i;cation‘No. 24670 and the-
additional increase authorized by Decision No.. 39004 in Case Ne¢. 4308,
effective‘June 10, 1945w ,3éSic freight rates -and -charges include
rates preseribed dy dumstandingaor&ers.of‘the'Commission; i€ any,
when .and ‘as the rates therein:prescribed-become-éffecfive;*and also
rates published by the carriers and on file‘mith'the‘Commissipn,

prior to the effective date of rates and charges-authorized

-8
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“by theACommiésign“;n‘this'proceeding.

CIT IS:EEREBYuFURTHER’ORDERED'that the: inereases 4in rates
and charges herein authorized may be est&biished‘on not less.than
 ome (1)'day's notice to the Commission and to the public.

" IT'1S EEREBY FURTHER ORDERED that applicants be and they
are hereby authorized.to depart from the- provisions of Section 24(a)
" of the Public Utilities Act to the extent necessary to effect the
“increases herein authorized.

. IT IS HEREBY FURTHER ORDERED that applicants be and they
are hereby authorized to publish-ircreased rates and charges 'in the
form authorized by the”Interstate_Com@erce'CommissiOn. To the
“extent departure fromlthenterms and rules of Tariff Circular No. 2
of. this Commission is required to accomplish suchipublicaxioh,
authority for s‘uéh departure ‘be and. 4t 1s hereby granted. ,

IT ‘IS EEREBY FURTHER CRDERED that the authority herein

. granted is, subject to the further express condition that' applicants

" will mnever urge before this Commission in any -proceeding under

Section\71 of the Public Utilitie& Act, or- in any other proceeding,

' that the opinion -and order herein comstitute. a finding of fact

of 'the reasonableness of any particular'rate:or-charge; and that

the filing of rates and charges pursuant to the authority herein

granted will be construcd as consent to this condition. o
.IT IS HEREBY FURTEER CRDERED that the authority herein

granted shall be void unless‘thelrates and charges authorized in

this order are published, filed and made effective within sixty

(60)' days from the effective date hereof.

-
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The effective date of ‘this -order shall be 'the date
hereof. |

The .foregoing -opinion and order are'hergby:approved and
ordered, filed as the opinion -and order of the Public "Utilities
Commission of the State of California.

Dated at San Francisco, Cezlifornia, tais q{dt‘e day of

Decembder, 1946.

Commissioners ‘\“‘\\




APPENDIX "a"

ist of Anvearances -

P P——

C. w. Burl’ett) JI‘- Jt ..aov LYO"IS, J- P- Souby,‘ Jrv .and N
J. Z. Hennessy, for applicarts,

J. J. Deuel and Edson abvel, for Californfa Farm Bureau R

Federation, o L

William Guthrie and &+ L. NeCall, or-California'-

: Portland Cement. Comoany '

O'Melveney & lyers by L. i Jrigbu, for Riverside
Cement Co.

C+ R. Boyer for Southwestern Portland Cement Co.,

Joseph T. Enright and Waldo A. Gillette, for honolith
Portland Cement Co.,- ,

Roy B+ Thompson and Marvin iandler, for’ California °
Truck Ovmers: Assn. of Callfornia,

B. 7. Hollingsworth, Sor Rock, Sand and Gravel Producers
Assn. of Northern California,

Ve F. MeCann, for Paraffine Comparny,: Inc.,

Se A. Yoore, for Permanente Cement Company,

Walter 4. Rohde, for San Francisco Chamber of Commerce,

He Jo Bmschos-, cor-Soutnern California Freight Limes
and Southern Callfornia Freight Forwarders :

James B. Harris and ". G. Stone, for Sacramento Chamber
of Commerce,

Robvert 7. Kenny, attorncy General,:

Harold -B. Haas, Deputy Attorney Gnneral,A o .

Dan C. McKinney, California Cattlemen's Assn., California
ool Growers assn. and Western States lMeat Packers
Assn., : :

M. S. Housner- sor Ce S. Domaldson, Traffic Mahager,
Snell 0il.Co. Inc., _

L. H. olters, Golaen Staoo Conpanj, Ly, .0

Ve Ge Higgins for Santa-Cruz Portland Cement Co.

G. Es Lowe,for Kaiser Co,. Inc.,.

A Larsson, for Califorria Redwood Assoclation,

N. Z. Keller, for. Pacmfzc Portland Cement Co.,

Donn W. Wilson for Fibreboard. Products, inc,,

X. P. Thorpe, for U“ited Rexall Drug Co. and Drug
Shinoers Assn. Inc. of California,

E. XK. Slusser, for Poultry Producers of. Central
California,

R. T+ Ahern, for Drleo Frult ﬁssociation of California,

Robert K.,:-Ianoer'z for State Board of Hdrbor Commissioners
operating State Belt Railroad,

L. ©. Binsacca; for L.J+.2+ Ccs and Testern Can’ Co.,

P. Steele, Labagh and Leonard Jq Keith, for Califorhia
Packing Corporation,

¥. J. Kays, for G & N lotor 1%c»oress.

END OF APPENDIX “a"




