
A. 28744 .,1 

Decision No •. ,. 40892 

f1'!;I~Oft':' ~ ~T'T?T.iC UTILITI::S COMHISS!ON O~ THE STAT~ OF' CALIFOlliiIIA 
JJ.I)J.. .J J.~.w ...... t:: . . 

In. the Hatter or the App11cet1on ) 
of certain railroads, connecti::lg ) 
highway e~rr1crs, ond connecting ) 
water lines fer authority to in.-) A:p:plicatio~ No·. 28744 
creesetreight r~tcs and charges) 
(1947); ) 

- A'O'Oearances 

(A list ot appezrances is contained 
in Appendix t'.A tt hereof'.} 

o PIN ION 
~ --- - -

Applicants are co~on c~rriers by railroad and connecting 

OOrr.r:lon carriers by hig::'wey and. vessel. They seek authority tom­

creece their all-rail, reil-highwey ond rs.·il.-wo.ter ·freight· rates 

and charges~ 

The ap~licants arc omong those who y;etitioned. the Inter­

state Commerce COran!lssion 5.n Ex :P~rte !-"o. 166, Increa3ed F:-eight 

Rates, 1947, for permanent increa~es in interstate freight rates end 

ch:lree~~ 01: generally 38 :per cent :i.n eastern territory and 1nterterri-

torially, and 28 per cent v;i thin and between vl"estern and southern· .. 
y 

territori-es. At the opening he:9ring, l)etitionerz noved for a 10' l~e~ 

cent interim incrce'se, with L'linor exceptions, t~ o1:fset in part 
1 

marked increases in wages and in the cost of' :a.atcrialsend supplies. 

T11e Commission 'oj" order of October 6,. 19.47, granted the interim in,;". 

cre~se. In granting the inorease, the Comr~ssion said that increas­

ing coste. of operation now pose., end unohecked. will continue to -,o.se j 

a :::erious threat to maintenence ot adequate service; that. the rail-

:. oads 8S e. whole, and .:cany ot the most important reilroeds of the 

1 Flat increases per ton were provided in line-heul rates on iron 
ore~ coal, coke and lignite. No increase was 8uthorizedon charges 
tor ,rotective service ezeinst heat or cold. 
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country in particular l are definitoly facing ~uch a threat; and that 

the immediate fwvenue needs could be met measurably by~eans of the 

proposed intorim increase., The applicants here ask for the same 
2 

r~lief as that granted by the Int~rst~te Commerce Commiss1on •. 

Public hearings were had at San Francisco on October 20 
. 

and 21" 1947 •. 

The record made betore the Interstate Commerce Commission 

consisting of more than 21 000 pages or transcript l .33 Qxhibits l and 

49 verified statetl~nts of shippers and othcr interested partics1 was 

introduced as part of tho rocord,h~rein and was supplemented by oral 

and iVTitton evidenco pertaining to tho California intrastate situa­

tion. The intorstute proc~eding was con~uct~d With the cooporction 

of r~pr~s~ntntives of state regulatory bod1~s underthc provisions of 
3 

Section 13(3) of thu lntQrstato Comn~rcc Act. 

Officers of each of the four major railroads and of a number 
4 

of short-line railroads testified at thQ hearings nuroin., 

Tho evidonce of record in this proceeding shows that appli­

cants' operating costs h~vc adv~ncod substontially duo to increases 

in wages and in prices of materials and supplies •. Wages of non­

op~rat1ng railroad employees wcr~ increased l5t cents per hour 

effective Septembor 11 1947-, The incr~ase) including additional pay­

roll taxOSI atlounts to :lbout $75,,000)000 annually for, th~ four major 
5 

California r~ilroads_ TIith fow exceptions, sharp increases have 

------------------------------2 After grunting the interim incr..;:ase) the Intorstat~ Commerce' Com":, 
mission set furth~r hearings on th~ proposod permanent increa5es~. The 
hearings have not beon concluded., Und.er tb...;: circumstances l hearings 
nere havo been limited to tho interim increase sou~ht. ' 

3 Commissioner Kenneth. Potter of California reprc~cntcd the wostern 
states on tho coopcrat1ne comcittoe of state commissioners •. 

4 Tho four major railroads arc The atch.ison l Topeka and Santa Fe 
Railway CompanYI Southern Pacit1c Company, Union Pacific' CompallYi and 
Western ?acificRa1lroad Company. With their subsidiaries) they 
operate about 96 per cent of th~ total railro~d m11eag~ in C~11fornia. 

5 The estimate was based on current operations of the four major rail-
roads., Tho ~a30 1ncrease in qu..;:stion also.app11es to the small..::.:l' 
roads., The amount borne by them was not included in the above 
est1mate. 
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occurred in th~ cost of mater1~ls and supp11e~. Such costs were ~hown 

to be about 52 p~r cent greater in June" 1947 tr~ in Dec~bcr" 1940. 

An additional incr~~sQ of about 6.75 per cent occurred in July and 

August of this year. Applicants ror~see no appruciabl~ relief from 

this trond in th~ ncar future. ' 

To show the efr~ct of steadily 1ncr~os1nz costs upon 1ncome l 

applicants compared tho operating r~sults of the four major California 
6 

railroads for 1942 and 1946. Th~ data discloso that not railway 

opo'rating incomu and net incom.e for 1946 dccroasoo. 54 and 59 per contI 

rcspcctiv~ly, below tho 1942 rosult~. Tho r~ductions in income 

occurred despite the fact that an increase of 6 p-.:r cent in gross 

revenue for 1946 was accompa~i~d by tho bcn~ficial effect of a 
~ 

62 por cent reduction 1n railway tax accruals" as comp.al'ed vtith 1942 .. 

Tho tax reduction in q,uestion resulted fl'om federal tax "carryback.1t 

It is a nonrecurring item. 

The estimated rates of rctt1.rn cxpcril,,:nced by eight 

California railroads, ,including the four major roads operating , 

96 per c~nt of tho rail mil~ago in thiS Stato, arc shown in the 

follov~~ tabulation: 

AT&sF Ry. 
CWRR&N Co. 
ilcCloud Rivor R.R~ 
Pacific El~ctric 
Siorra Railroad 
Southcrn Pacific 
Union. Pacific 
\7c:st~rn Pacific 

D - Do1'1e1 t .. 

~ 

4.8 
.41 
.81 
D 

2.44 
2.,2 
l.96 
2.50 

lS!§. 

*.64 
D 
D 
D 
.77 

1.32 
.003 

1.82 

* _ Ratu of return shown is based on adjusted 
rcvenu-.: without tho 10 per cent interstate 

interim increase .. 

6 
Th~ volume or traffic in the ~o years was said to bo approximately 

th~ so.mo. 
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The figures for Southern Pacific arc for its Pacific Lines; the others 

are system figures. Th~ 1947 figure shovn for A.T~ L s.r. Ry~ 
includes the 10 p~r c~nt intcrim increase on interstate traffic 

effective October 13, 1947~ The other figures do not include such 

increase. 

St~tistics wer~ also submitted by the four major railroads 

showing r~sults of their op~rations within california~ On the ~hole, 

tho showings indicate onJ.y a slightly better position from such 

operations than thet trom their systcn operations~ 

Applicants urged that, in addition to the effect of rising 

costs, cash outlays which ccnnot bo recovered have further impaired 

th~ir financial position~ This W~~ said to be due to the necessity 

of meeting increases in operating costs from cash roserves pen~1ng 
7 

authorization of offsetting rate incrcases~ The record shows, 

for example, that ~ tot~l of y8,500,OOO was used from casnreservcs 

by the four m~jor railroads to ~cct incrcasodwages which accrued 

between September 1, 1947, wh~n the increase became effcct1vo, and 

the date of hearing hcrcin~ Applic~nts have shown that expenditures 

und~r such circumstances cannot be rccov~red. 

A trcffic official of So~thcrn Pacific Company testified 

that tho interim inc:roase sousht is but part of the amount appli­

cants beliove is neoossary to offs~t incr~asod op~rating oosts~ 

He urged thct applicants' fi~nncial position is such thnt thoy 

ccnnot absorb th~ incrccsos cxp~rienccd in oporating costs without 

j~opcrdiz1ng their ability to m~int~in adequate transportation 

sorv1oQ. 

7 
Appl1ccnts attr1butcd th1s cond1t1on to tho unavo1dablo poriod o£ 

time involved between th~ initial impact of increases in costs and 
application £or and gr~nting or offsotting rato incroasos. 
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Canners League of California objected to the proposed 

increase. A ~Ti tness for the canners testified that the incr'ease 

would seriously affect the industry's economy. He contended that 

applicants have not shown that an emergency exists. The witness 

conceded) however) that the bulk of the canners' production is 

marketed o~tside California. 

Dried Fruit Association of California sought exempt10n 

of dried fruit) including ra1sins) or) at least) exe~ption of 

unmanufactured an~ unprocessed Gried fruit. v11tnesses for the 

Association test1f1e~ that the industry is una~le to bear further 

cost increases because of its depressed cond1tion due to higher 

costs. It was conceded, hO"l7eve=, that current prices, although 

substuntially lowe~ than in 1946) are above prewar levels. One of 

the witnesses maintained that applicants have not shown that they 

need ~ emergency increase. 

Southwestern Portland Cement Company objected to the pro­

posed increase on cement and lIonolith Portland Cel:'.ent Company ob­

jected to percentagewisc increases. A vntness for Southwestern 

testified that substantially h~avicr load1ns per car afforded 

favorable earnings and that the incroase miZht result in diversion 

of substantial bulk tonnage from the rails. A vntness for, l!onolith 

test1fied that past percentage increases had disrupted rate relation­

ships betv/ccn the various Llills and consruling tlarkets. He proposed 

a flat increase of 3/4 'cent per 100 poun~s to preserve existing 

relationships1 but conceded that this 'vould result in many instances 

in greater increases than sought by app11cants. Representatives of 

Colton and Riverside cement mills s~id they had no objection to 

applicants I proposal. No evidence was introduced by the other mills. 

California Redwood Association sought a 5 per cent maximum 

increase on logs, carloads. Othcr\nsc) no objection was offered to 
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the proposed interim increase if it is found that applicants' need 

for additional revenue corresponds to that found in connection with 

intcrsto.tc rates. A witness testified that logs move to mills for 

manufacture into lumbor, that three cars of logs arc usually 

required to produce one car of lumber, and that the hauls are usually 

short. 

Of some 30 shipper representatives who entered appearances 

at the hearing, only thosc indicated above introducod any tcstimony~ 

While applicants' financial position resulting 1'I'om 

California operations may not be o.uitcas critical as that of the 

nation's railroads as a whole, the rocord showz that they need 

additional revonue and that the proposed intor~ increase is 

justified'. Applicants propose to spread the burden of the increase 

over all transportation of property, including milk and cream trans­

ported in passenger servico. 

In this proceeding, conSideration has been given to 

applicants' over-all revenue rcquirc~ents. Of' necessity no study 

has been made of each or any of the individual rates or charges 

1'01' the purpose of' detorlilining the reasonableness or lawfulness 

thcreof'~ In authorizing the increase herein involved the Commission 

dOClS not make a finding of' fact of thel reasonableness or lawfu1.c.ess 

of any particular I'~to or charge" as so increased. 

Tho record does not justify finding that applicants r 

proposal should be deviated from at this timo to the extent sought 

by protestants.. Should thoy consider that the rates and charges 

resulting fro~ thi5 order are improper for taeir traffiC) tho 

matter may be brousht to the Commission's attention by formal 

proceedings dealing specifically with such rates and chargo~. 

A petition in intervention was filed by Tho. State of 

California operating as Seato Bolt Railroad secking increasO of 
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10 per cent ill the amount of a!)p11cants' absorption of connecting 

l1nes' S";7'1 tching 'charges. The record shows that app11c~t~.' tariff's 
, " 

havob"~on 'amendoo. accordingly en interstate trof.f1c. It vms 
. . 

stipulated that, in the evwnt the increaso ~er~ill sough.t is zrantc-d" 

the amonded provisions w'ill be l:lado applicable on intrastate traffic. 

Upon careful consideration of all of tho facts and circum-

stances of record in this proceodi~g, we are of tho opinion and 

hereby find that the interim increases in rates' and char~cs involved 

in thisapplicat10n arc justified. 

INTn\ I~ ORJt..J;;B 

Public hcnrin:s having boon had in the above entitlod 

application and based upon the evidence of record and upon the 

conclusions and findings sot forth in the prQcod1ng opinion" 

IT IS ;rzr-EBY ORDJRED that pending the further order of 

this Comruission tho intcr~~ incroase involvod in the above entitled 

application be and it is h~reby granted; and tl'lat the increase herein 

authorized may be establis~c~ within sixty (60) days from the attoc­

tive date hereof on not loss tha."l one (1) clay's notice to.the 

Comcission and to tho public~ . 

IT IS H~~BBY FURT;~ OP~EPJm that the increase herein 

authorized shall apply to basic froisht'ratcs ond char6cs~ includ­

ing rates ana charges for tr~nsport3tion of milk and cream in. 

passcngor service" vrhich arc dofined heroin to be those now :tn 

offect, whether ostablisnQd by order of the Comoiss1on or voluntary 

act of thQ petitioning carriers, including any retcs hold under 

susponsion and investiga.tion orders. Basic freight'rates and charges 

1nclu~c r~tos prescribed by outstanding orders of the Commission, if 

any, when and as the rates therein prescribed beco~c cf~6ct1vc" and 
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also rates publish~d by tho carriers and on file with tho Commission 

prior to the effective dat~ of rates and charges authorized by the 

Commission in this proceeding. 

IT IS H:REBY FURTHZR ORDER~ that applicants be and they 

arc hereby autilorizod to depart ho!:). the provisions of ·section 24(a) 

of the Public Utili ties Act to the extent necossary to effect· the. 

increase herein ~uthorizod. 

IT IS HZRZBY FtTR~HBR OP~ERED that applicants be and they 

arc hi.:reby authorized to publish tho increasod rates and charges 

in the for~ authorized by the Interstate Commerce Commission. To 

the extent departure froI:l the terms and rules of Tar1ffCircular 

No.2 of this Comiss1on is required to accomplish such publication, 

authority for such departure be and it is hereby granted •. 

IT IS HEREBY FURT~ ORDERED that the authority horoin 

grQnted is subj~ct to the further express condition that applicants 

will ncv~r urge before this Commission in any proceeding under 

Section 71 of the PubliC Utiliti~s Act, or in any othor proceedingl 

thct the opinion and order hcr~in constitute a finding· of fact 

of tho rcasonabli.:ncss of any particular rate or charge, and that 

the fil1n3 of rates and charges pursuant to the authority heroin 

granted v{ill be construed as cons~nt to this cond1t1·on., . 
IT IS HEREBY FURTH~ OF~ERED that the CoIDmiss1on shall 

have ant:. it doos her~by rct~in jurisdiction of this procoeding :for 
.. 

the purpose of alt~rins or amcn~~g ·the tncrcase herein authorized 
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and for th~ purposc of"cstablishing or approving such other incr~ase 

as may uppcar proper in tho light of other or further evidence 

recciV0d herein. 

The effoctive datc of this order shall be tyr~nty (20) 

days from th~ dat~ h~rQor_ 

Dated at San F~ancisco, California, this 

Nov e:mber I 1947-

'c 
~ c 

cC~-'''··c. ce , a .. ~·~·.;. 
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~PPENDIX "A" 

List Qf ApDearances 

R. E. Wedekind" E. C. Ren\71ck, J. E. Hennessy .. JoO M. Souby" Jr~" 
and J. E. Lyons .. for applicants" 

Roy B. Thompson and Berol & Handler" by ~rvin Handler" for Truck 
Owners Association of California" 

I. F. Lyons, for Canners League of California .. 
P. Steele Labagh and Leonard JoO Keith" for California Packing 

Corporation, . 
Joseph. T. Enright for ~:onoli th Portland Cel:lent Co ... 
Robert C. Neill for California Fruit Growers Exch~nge, 
Eugene It.. Read for Oakland Chamber of Commerce" 
Walter ~. Rohde for San Francisco Cha~ber of Commerce .. 
Fred N. Howser .. Attorney General" Harold ':6. Haas". Deputy Attorney 

General" and Robert K .. Bunter" for th.e State of California 
Operating State Belt Railroad by an~ through Board of 
Harbor Commissioners" 

J:... .. L.. :1cCo.l1 for California Portland Cecent Co.;, 
C .. R. Boyer for Southwestern Portlo.nd Cement Co .... 
L .. M. Vlrisht for Riverside Cement Co." 
R~ F. Walker for Spreckels Sugar Co.' and,Western Sugar Refinery, 
A •. 1jf. Brown for The Paraffine Com:panies, Inc'., 
L •. H •. Wolters for Golden State Co." Ltd., 
~ •. Kays" for RedJ:ond P.· rrcCarthy" and 

Berry & IicCarthy" 
Paul '~f e' Foote for Almanor Railroad" 
J •. G. Breslin and 'H., R. Donovan :for C & s: Sugar Corp .'" , ' 
E •. K. Slusser :for Poultry Producers of Centr~l California, 
L. E. Binsacca :for:1. J. B. Co.' and v1est'ern, Can Co.; 
J... •. F. Schumacher for Owens-Illinois Glass Co.:" , 
EdYlard J. Dunne for VI.· H.' Ada~"s" :rai'f'ic ~ger:,· Snell Oil 

Company, '. '. 
W •• G., HigginS for Santa Cruz Portland cement Co.;' . . 
K. P. Thorpe for United Rexall Drug Co.' and Drug Shipp'ers Association 

Inc·.· of Cali:for!lia", , .' ' 
J.,;". O'Connell, and 'H. C.Dunlap :for Dried Fruit Assoc1ation of 

California" 
R •. F. Ahern :for Rosenberg Bros.·& Co., 
F • . J...., Mooora forPermanente Cement Co.; .. 
Charles P •. Travers :for Standard Gypsum Co." ' 
G. ,E. LO\1e ,for Kaiser Co. ·Inc." Iron and Steel Division,,' 
li •. J •. London' for Calaveras Cement Co., 
Eugene R. Booker for Rock" Sand and Grcvel Producers ASSOCiation 

of NorthernCal1fornia" . 
J. ·~f • . Brennan' for' City of San Die~o Harbor Depart!:lont". 
A.Larsson for Northern Redwood Co.-and California Redwood 

Association •. 


