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Decision No. 39785. 

In the Matter at the Application ) 
of {certain railroac:s (enc!connect-) 
ing highway carriers and. water. ) 
lines) for authority to increase ) 
freight retes and cha~ges (1946). ) 

RmlJEtL, Commissioner: 

AEpecrance~ 

(A list of appearances is contained in 
Ap!'endix ;rAIt hereof) 

OPINION' --------
In Ex Parte No. J.62,. Increased Railway Rates, Fares and 

Cherp;cs, 1946, and Ex Parte N'o. 148, Increased. Railway Rates, Fares 

and Charges, 194.2, reopened, the Interstate Comerce Comr:d.ssion on 

December 5, 1946 authorized the Closs' I railroads of the United 

Ste·tes, The A:lerican Short Line Railroad Associati'on membership, 

and certain other carriers subject to the Interstate Comoerce Act 

to effect a general increase in :oates, 1'n=e3· and. cllar.ges. 1 

I The increases authorized. by ~;-!~~~state Commerce Co~ssion 
e~~lyon the basic rates andchorges, detcr~ned by excluding from 
the rates now in effect inc::.'eascs of 6 per ~ent on cO!llDloclities 
generally and of 3 per ce:;t on ba2.ic p:::-odu.cts of asriculture, 
animals, animal products c;)!ld FJ:'odu.cts of mines. Except on products 
of asriculture end on livestock in carloads, the or.der, generally 
s!'eaking, authorizes an increase of 20 pe: cent in the basic rates. 
On products at agriculture, carloads, exce~t citrus fruits and on 
livestock, co.rloa<!z, except horses and mules, the :ates were 
increased' 15 per CG!'lt. Certain of the co.m.:nodi ties and cOmtlodity 
groups taking the 20 per cer.t increase are subject to given maxima, 
stated.in cents per ton or pe:- 100 pounds. As to a few co.omodities 
or co~odity g~oups the i!'lcreese was not stated percentagewise cut 
in specified amounts per tor. :::-anGins trom 7~ cents on lignite to 
30 cer..ts on coal rates over .}2.25 per ·ton. The :::-ates for certain 
miscellaneous services we=e increased by percentages raneing trom 
15 to 25 per cent. Par pickup 8::l.d delivery service a mini!:ltlI!l rate 
of 50 cents l'or 100 pounds is P!"ovide.o... In odd1 tion,. the te.o:oorary 
10 per cent increase in pesse:lgc:o feres previously" authorized- was 
made perr:mne:l't. 
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The 8!,plica:lts r..ere ore a:::one those who Vlere before tlle 

Interstate Coe~erce Co~~is$ion.· They re~uest authority to increase 

-cheir Ca1il'or:lia i:ltrastate 10c31 8:lcl joint freishtrctes end charges 

by a~ountz correspondins to those they have been authorized to 

establish' interstate by the Interstate Co~erce Commissionts order 

of Dece:nber 5, 1946~, They also see:( sirdlo:' increases in their 

joint rates with highway and woter carriers .. Z 

As to less-carload intrastate rates an increase of 18.72 

per cent or. co.!~odities gene!"al1y end of 15.' 36 per cent on basic 

products of agriculture, ·animals, ·ani.:"{~al products and products of 
... 

mine s was effected ,june 10, 1946. J. Therefore,: 'for the most part, 

applicant s r req,uest ,it authorized., would 1:ean a further increase in 

less-~erload rates of 1.~3 per ce~t on'comxodities generally and 

. 4.64 pe= cent or.. asricultural U:1c. =e1ated product's."· 

Hearing was tae. 0:1 Dece~'ber l8~ 1946, at San Francisco. 

The record :ade oefore the Interstate Commerce Co~ssion 

W3S introduced as e part of the record herein and \'laS 'supplemented 

by oral end writte'!l evidence pcrtoi:lin,s to the California intro.state 

situation •. The intGrstate ~roceedi:l.5 was conducted with the co-

operation of representatives .01' tl'l,e State regulatory bod.ies under 

the prOVisions of Section 13'( 3) of 'the Interstate Commerce Act .. 4. 

2 No increase in :r;;assenger' 'fares is r~Q.uested. 'The 10 per cent 
increase nade pe!"x,ar..cnt by th~ Int(}rz:tote COJ.'.1r!lerce Commission order 
of Dece:nber 5, 1946 is already in effect on a per!:lanent basis in 
California.. . 
.3 Those increases were 3u~horized pur:uant to Decision !~o • .39004 
in Case No. ~e08, a general investiGation proceeding embracing 
rates, rules and regulotions to:' the t=ansportation of all classes 
of property by California for-hire carriers. . 

4· The i'lestern states were represer..ted. on the cooperative committee 
of state co~~issioners oy Co~~ssioner Cor~ell of Idaho. ' 
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The record shows that applico.nts' operating costs have 
" 

advanced subztantially dt:.e to increases in wages and in pri'ces of 

materials and supplies" and tl".at these increases !lave: be'en accom-

p~nied by a decline in traffiC and ton-mile revenues. A rail 

witness estimated that, on the' basis of the 1946 operat'ions of six 

Class I railroad~ op~r~tlno in Ca11forniR, incr~ases in wages since 

~940 a.mount to $150 .. 000 .. 000 .. or 30. 3 per eent. 'Commeneing .1 . . 
January 1~ 1947~ the rail carriers will ex~erience a further increase 
in payI"oll taxes of 2.25 -per cent. £.. com:paratlve sho~lng of tr~e 

cost of materials Und supplies vIas :nade. 
" ' 

few exee~tions .. 'materi~land zupply costs have increased substan~1ally. 

Particular a'ttention was callr:·d t'): an inCl'eas'e' in' fuel 011 cost~ of 

62 per cent~ 
I. ' • • ., ,", 

Statistics were subreitted 'separately by the accounting 

officers of the six raii lines to s'how' 'their rates of return on the 
, . book value of, their properties,' 'Southern Pacific figures are for' 

their Pacifi~ Lines, ~ the balance ~re system figures. ' They 
. . . . 

disclose the following rates of returr. of the' years 1929' to 194 5, 
. ..... . .... '. ., • I .. • • I ~ ~.. 

5 " ' , ' 
These railroa.ds are The .,A.tchison,To!,eka and· Santa Fe Railway· 

Company, ,Northwestern Pacific Railroad'.Company" Pacific ,Electric 
Railway Company,. ,Southern Pacific Company, Union Pacific' Railroad 
Compal".Y and' The, 'i'lest:ern Pacific .RailroadCompany. They, operat.e 
96 per cent of the total railroad trackage in California. . 
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inclusive, and for the :f.'ir~t nine months of 1946: 

RATES OF ?ETUR.\' I?\ PER C:rnT . . 
. . , .... . ,.'_# .' . .. , , _.. ... .~ .. ,' ... '" t .. ' •• t, 

., . 
Y"iARS CARRlER..S -...... r .. .... f ' ' 

. , . " ' . . .. . ..... .. . , ... 

l.\.T.S.F. ~ 'I: .P" P.E S.P. UP. W.P. 
, lS~S ·,6'.21 . .. ··~42' 1~7' 

' . , ~ 3:~8 "" . .' 5;',01 .. ~C;3 
lS30 :;;86 '''D . ;58 2~e:3 :;;s:; l:44 
lS:31 2~62 D ~28 1- t:~~ 2:'68 :'18 • .Iv 
lS:32 1.48 D . D . til,,":) 1~S5 ~36 .c .... 
lS33 1;17 D D ~7.S ~:06 .. 64 
lS34 l;27 D 

I 
D 1~41 ... 2;02 :';0 

l<;35 1;33 D D 1~'56 2;05 ';72 
lS36 1457 .)9 I D 2~35 2:64 :OS 
lS)7 1;44 °D I D 1~50 2;;8 D 
lS3S 1:50 D D :so 2:05 D 
lSJC) 1;58 D D l;SO 2;06 1 .. 18 
1$40 l;S8 D D 2;20 2;:32 1;86 
lS41 3 .. :32 D .4S 3:6l 2~S6 2:S3' 
1,42 6~74 1 .. 71 3~50 6:0l 5:70 6;02 
lS43 5:26 ';S4 7;07- 4;05 3:7S ll:67 
lS44 4;70 1;02 3'~41 2~e, 3;34 '6;46 

.,,~ 

1945 2.:7S '3'" 1:51 2;77 2:75 3;2~ • 0 
9 mos. . • 0 . . . 

1<;48 2~50 D .15 1 .. :32 1-70 2.07 . : . ' . . \ • I, • . 
'..,... .",,:...4"~' 'i-tO ',. .. - • ~~., •.. • ,.,... 
~ - ~._c " 

It was poin~ed out that the carriers~ total trarfic~ bo~h 

inter and intJ;astate, was cOl;:lsidercd by the Interstate Commerce 

Comoission in its determination ot the amount of increase which . . . '.. , 

should be granteo_. The c,arr1ers urged tbat f.or this reason and . '" . 

'be.cause revenue from freight tro.f':Cic is·. of unusual importan'c~ to, 

Callf?rnla rD.l1roads" intrastate inc:rc~s.os similar to those granted 

by the federal commis'sion should be e's.ttLblishcd here if the' full 
.' . 

relief fou."ld to. be neces~s.ry by t!'_$.t cOtr.!:lission is to b~ realized .... 

Southern Pacific" S:l.nta Fe and Union F'ac1fic estimate that on the 
basiS of expected 1947 ~pcratingcx~er1enc,e their rate of return 
would be 2t per cent under the rates sought before the Interstate 

~ , 

Comtlcrce C<?mr.issio~. The sou£ht rates we:r;e for the most :part 
5 per c~nt higher than those autho::;:ized by the federal commission 

and applied for here. 
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No one opposed the granting or increased rates. However 1 

there ~ere several objection~ going to the volume of the increases 
sought on particular commodities or to the manner in which the in-
crease~ are proposed to be effected. The Rock, Sand and Gravel 

Producers .Association of !~orthern California objected to the rail 
• •• I 

req,uest for-a flat increase of 15 cents :per ton on rock" sand arid - 6 _.' 
gravel rates. They Were supported in t~~s.requost b1 the southern 

Calirornia rock producers. The Associ~tio~ pointed out that the 
majority of rock, san~ an~ gravel hauls are for short"distances-and 
contended that a flat increase would result in rato increases ranging 

I " 

from 33-1/3 to 37t PCI' cent. It considered any increases in excess 
of 20 P9r cent ~o be ine:::.uitable. Appl:!..ca."lts· rate witness testi-
fied "that the present rates are truck compelled to an unduly low 
basis and that the rails believe~ rates in excess of tho general 20 

per cc~t lavel requested on other commodities necessa~ to more. 

nearly reflect the cost of the service. 
Monolith ?ortlan~ Cement Company ~~d Southwestern Portland 

Cement Company located at Monolith and Victorville"respectively"ob-
ject to the proposal to increase ceoent rates on a percentage basiS. 
They contend that a horizontal adjustmect would disturb relationships . 
between themselves,. the so-called It outer rolls, II -a.."ld tao so-called 
tI-innor mills" located at Col ton a."'J.cl Crcstmore" in effect prior to-

tho 6 per cent increaso on cc:n.cnt ra:ces" '.'Thieh approxi.:nated 1 cent 

per barrel. They _conceded" :lO\,;,cvcr" that t:'lO oaintenance of t~s 

differential is not a prere~uisitc to the sotisfactory marketing or 
their cement u."lder existing conditions. Both the in."ler mills and 
the northern California 01115 urged that a percentage increase in 
existing cement rates ~-!ould 'best proseI've existing relationships 

between the variot::.s I:lills a.~d consuming marl~e~s. 

A description of the articles included in the general term "rock, 
sand and gravel" was not given. . From the testimony we understand 
that the commodities involved are those ~cd in Item No.- 260 series 
of Pacific Freight Tariff Bureau Tariff N'o. l66-G" C.R.c., r~o. 105· 
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The traffic manager for Rosenberg Br.other surged' that the . . 

15 per cent increase pro!X'sed for the agricultural pro~uct groups." 

in carloads} should lik~nse be authorized for the transP9rtation of 

WltnaIlufactured andunproces.sed d~i~d .frui ts rather than the ,sought 

20 per cent increase. He ,'las supported by the California ,Farm . . . . . \ ' . 

Bu.reau F~deration and Cali:f'.ornia Packing .,C.o.rporation. .In support 
" .. .. 

of thlsreques,t it was contended that ,drie,d fruit is ,in tact an . " .. . ~. .' ", . 
agricultural product and should be sotreatecl. He pointed out 

• • ( . c, 

that California grows the bulk of the .:1.ation f s dr.ied fruit" and 
stated that most of it ~oves in intrastate commerce. Tha rail lines . ," '. 
represented that t~e pre~e~t dried ~r~it rat~s are depressed and 

that the 20 per cent increase is not excessive under these circum-.<.. . ;. 

stances. They also ~ear~~ .that the det,er:n:Lnat1on of the correct 

tariff rates Vlould be d:t::f:f'1cult i,i' lower rates are mai."l.tained on . , 
un'Orocessed and u..tlmanu:f'act .... rcd cll':i.ecl tr1ti ts than on other dried 

• ,,',.' • I • j 

fruit. 
It is clear froQ the record th~t app~ic~nts are in need 

of additional reve~ue ~~d that ~i~~ t~c ~xceptions hereinafter 

discussed the increases soug~t arc necessary to prev~nt acute 

financial dis~~ess and preserve an acle~uate transp~rtation system: 
. " . " 

They should be authorized. 
In this proceedingJ as well as before the Interstate 

. t .. , I. . . '.." f • 

Commerce Commission".' applicants. have. made no attempt to justif): 
, .: ..... . " ,; 

the lawfulness of individual rates.' Inc~eases in excess of 15 . , 

per cent on unm~uf.o.c,tured fu"lcl unprocessed. dried f:::ui ts and o'! 20 
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per c~nt on rock, COr:ll'!lon sand and gravel 'have not 'been justified'. 

Should the rail lines believe that furt~'ler increases are necessary 

on these commodities they shoul~ cake that matter the subject of 

a scpar~tc proceeding., 
Wi th regard to the request ot tL':..e so-called outer c'ement 

mills for a flat ,rat~!er than perce!'ltage i!'lcrea::e, there has been no 

sho\v:l.ng that a percentage increase Ylould detrimentally affect the 

ma=keting of their cement at the presen.t ti~c. There i:: no basiS 

on thi.s record for finding that the r~.il proposc:.l should be deviated 

from \'I'i th respect to ce:le!'lt. ,Should ~ny cem.ent cill consider 
itself to be detri~cntally a!fccted by rates resulting from this 
order.7 the matter should be 'brot".g~;.t to tile Co::nrn.ission' s attent'ion 

in a formal proceeding dcalinz '\':i th s ..... ch rates~ 
In this proceeding co~~ideration has been given to appli-

cants' over-all revenue requirements.. Of necessity no study has 

beor. made of each or any of' the individual rates or charges for 
the purpose of deter~L~ing the reasonableness or lawfUlness thereof.' 

In authorizing the increases herein involved the Co~ssion does 

not make a findL~g of fact of the reasonableness or lawfulness ot 

an1 particular rate or charge~ .as so increased. 
Upon careful consideration of allot the tacts and circum-

stances of record in this proceeding~ I ~ or the opinion and rind 

that the increase:: involv0d i:1 this z.pplication are justitied. 
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o 'B 'D 'E, 'B . _ . J"" ,.." '. 

PubliC:, hearin·g .. hav1ng~:beenhad ·j,.n· :the 'above' entitled<. , 
, . 

application and .ba.se9. :upo'n tt;~ :evid.enc.e: .. :r'~c:e1ved ',and' upon the' .... 

concl\ls~ons. and f'1nd.1ngs s.et· . .:f'or:th ,in the', "~receding' opinion·,' 

IT IS EE?EEY O'RD'EBED"t1"'..at F'irsx Supplemental: Application 

No •. 27446 in this proceed1.."'lg. ·be : and it .i~ grant~,' exe-ept .. that' : 

. (1)/ on.r.ock, 'sand and gravel .pr.cxlucts idcnt1fied.:,in ,footn.ote 6 01.-

this opinion, ,the" increase sh'al·l be 20 per" cen't; {2). on 

UIlIIl$.Ilu:f."a,ctured. and unprocessed 'd::ied fruit· (dried' fruit· in the 

natural, s~ate. and which has .not' .b·een··.cleaned·, washed".s:temmed . or 

otherwis.e: prepared or partially prepared for' hur:mn consumpt'1on) 

the. increase shall. be' 15 per cent" carloads; ana. (3)' where a 

through rate, is made by combinin.g. sepa.rately stated rates each' of 

such rc.tes shall be'incx:eased as authorized .. he rein before combining~:.·· 

. IT 'IS· :-3~BY' FURTHER CRD:SR-..~ that· the increases herein' 

authorized are.; to be added to the . basic~reigh~ rates and charges" 

which a;re .defined to be those ,now in ef.fect,· wl:le'ther. established 

by order of the Commission or volunt:lry a:ct -of 'th~ .petitioning .: 

carriers (including. any ··rates r!~o::'d under' st .... s!Je~ion 'and 'investigation 

orders) ,>excluding" ho'We;ve'!,,,, froe ·such ·.freight,; rates 'and char~es: 

a.s now in effect such portion thereof' ·a.s· r.epre.sents,-the 1ncrease 

authorized~ by ~cis1on .No. 39154, in App!:·ication No. 24670· -and the', 

addit,1onal increase authorize<i by' Decision' No. 39004 in' Case .No.4808, " 

effective JUne 10;, '19,46~, ,Ea'sic, fre1gr .. t rates ·and "charges include 

rates 'prescr'~bed by o~tsta!'ld:tng ·orc:ers .o:t' the ,Commis.s10n,· U'any," \ 

when . and . as the -rates therein: prescribed: ·become e'rtec'tive," and also' 

rates published by the carriers and on file' .wi th the 'Co:rcm1ssion ' 

prior to the effective. date' .of rates and charges" authorized 
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',by the, Commission' 'in' this 'pro,ceeding. 

,IT IS: EEREBY FURTHER" ORDERED- that t..'1.e: increas-es in rates 

and charges hereinauthor1zed may be established' on not l'ess,',than 

one (1) I dayS $' notice' to .the Commission -and' 'to the:' :public. 

, IT' IS REREBY FURTHER ORDEP.ED' that applicants' ,be an~ theY 

are' hereby 'authorized"to depart' from the', provisions 'of' Section 24(a) 

of the Public Utili ties Act -eo the :extent necessary t'o effect the 

'increases hereinau,thor1zed. 

, IT IS ,EEREBY'FURTEER 'ORDERED tha't applicants' be and; they 

are hereby' authori'zed' to 'pub11sh"increased rates and' charges' 'in the 

form' authorized' by the"Interstate C'onn;nerce' Commissio'n. ' To the 

, , extent departure from 'the', terms and rules of' Tari'ff' :Circular No. 2 

0:1', this CO'mm1sSj.on;',1s,";requi'red to' accomplish such publication, 

'o.u:thor!.ty 1"or such depa:rtnre :be and, 1,t 'is hereby 'granted., 
, ' 

IT 'IS' r~REBY FURTHER 'ORDERED' that the authority 'herein 
" : granted 1's; subject ,to the' further express cond1 t10n that! applicants 

, , will 'never urge 'before thi's' Commission in any 'pro'ceed1ng under 

'S'ectfon71 of 'the' Public Ut::l:litie~ Ac-t,: 'or' in any :other, proceeding, 

, that the opin:!:on 'a:nd order here,in 'constitute, a 'finding of fact . . 
of 'the reasona~lene'ss of' any par'ticl.tlar rate. or charge , and that 

'the filing 'of rates and: charges pursuant to the 'authority herein 

gro.nted w1ll be con:strucd as cor..sent 'to thisco'ndi tion • 

. IT IS HEREBY FURTHER ORDERED that the au.thority 'herein 

granted shall be void unless 'the' 'rates and charges authori'zed in 

this order are pUblished, fl~edand!llnde effective within,sixty 

(60)' days from the effect'ive' date he,reof. 
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The effective·date of-this 'orde'rsha:ll'be -the date 

he.reof .• 
The '.foregoing ,.op,i-nion ·and 'Or.der a'rehereby ·approved and . . 

. ordered.f~led as the ·opinion ,~nd ord~r ·of the ,Public 'Ut'11'1 ties 

Commission of the State of California .. 
/vi/. 

·Da ted a t San Francisco ) CG;lifornia., this ~J - des 'ot 

Decembe:r, 1946 .. 

~JO ... , . , , 



APPENDIX' "A'" 

List of A:nnearances " , 

C,. W. ,Bur~et~, 'Jr,-, J,. E. Lyons,: ,J .',M~ ,S~:>uby, Jr. 'and • 
J.. ,;:,.. Rer~essy, for applicants", . ,c,:" 

J .. J _ D,eue;L:" and Edson A bel, for Co.liforr.::la Farm Bur'eau 
Federation, ' , , " 

Williatl Guthriea..'1d, A.' L. ~:cCall, to,r California' 
Portla.nd Cement, Company;', . :" , ' 

O'Melveney & !f.yersby L. I~~. ';i·right, ' for' Riverside 
Cement Co. :, 

C. R. Boyer, for Southwestern, Port'land' 'Cel:lent 'Co .. ,' ", 
Jose:.;>h T .. Enright a.'r'J.c. ~'ialdo A. Gillette, for'Monolith 

Portla.."ld Cement' C'o. , " -
Roy B .. Thol:lpson and 1!arvin' Handler" for,' California 

Truck O·v'mers :Assn. of California, " . ,," . 
E. ":;. !loll~ngsYi'orth-, ~or 'Rock, Sand and Gravel Producers 

Assn. of Northern California~ 
"Yl,. Foo ~c.Car.n" for Paraffine' Co:npany, ; Inc." . , 
S. A. Moore" for, Permanente Ceoent Company". " , 
Walter, A.. Rohde, f.or San: FranciSCO Chamber of Comme,rce, 
H. J. Bischoff~ for ,-Southern: California Freigh,t Lines 

and Southe:r:n Calif,ornia Freieht Forwarders ,,' 
James E. Harri.s and ":7. G. St.on~" for Sacralr.ento Chamber 

of CotJ:nerce, ' 
Robert ~-:. Kenny" ,Attorr.ey General, -: , , 
Harold ,B'. Haas, Deputy Attorney 'General, 
Dan C. McKinney" California Cattle!!len'"s Assn." California, 

'?Tool Growers Assn'. and Western States !1eat '?ackers 
Pssn.,' " 

l!. S. ~o~sn~r, for C. S. Do~alds'on" ,Traffic t:anager1 
Shell Oil· Co. Ir.coo, ' 

L. H. Wolters, Golden State Co~pany"Ltd" ~~.­w. G. Riggins, for.S~nta,Cruz Portland Cement Co." 
G.E. Lowe" for Kaiser- ~o. , Inc.,. 
A'. Larsson,' for ,Cal±f'orr~ia Redi':ood AssociationJ ' 

N. E. Ketler, ,for ,'p'~cific Portland Celr.ont Co., 
Donn W. VlilsoI1" for F~breboard Products, Inc., 
K. ? Th~rpe, for United Rexall Drug Co. and .Drug 

Shippers Assn. -Inc. of California, ' 
E. K. Slusser T fO,r" Poultry Producers of, Central 

California" .. ' " . 
R. Fo Ahe,in, f9r Dried ,Fruit Association of C<ilifornia~ 
Robel't K.,Eunterl. for State Board of Edrbor Commissioners 

operating ~tate Belt -Rallroad, ' 
L. E. Binsacca; for U.J.3. Co • .and ',rvestern Can' C'o." ' 
P. Steele". Lab?-'gh and Leor.ard J", ' Keith" for C'ali'fo'rnia 

Packing Co,rporat'ion,' (. 
M. J. Kays, for, G & N, trot or Expres s • 

END OF A?P"END IX 1t AU 


