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Decision No. 40892

BEf@HE Tﬁﬁ VD=0 UTILITITS COMMISSION OF TEE STATR OF CALIFORNIA

In the Yatter of the Application

of c¢ertsin raoilroads, connecting
highwoy carriers, and connecting

water lines for authority to in- ) Application No. 28744

crease - freight rutes and charges
(1947)

Avopearances

(A 1list of appearances is contained
in Appendix ™A™ hereof.)}

S B I NI

Apnlicants are comuon éarriers by railroad and connecting
common cerriers by highwey and vcssel. They seek authority to in-
crease their all-rail, raill-highway and rail-water freight rates
and charges. ‘

The apvlicants are emong those who petitioned the Inter-

state Commerce Commission in Ex Parte NMo. 166, Increased Freight

Rates, 1947, for permancnt Increases in interstate freight rates and

charges of generally 38 per cent in eastera territory and interterri-

torially, and 28 per cent within and between western and southern ..

territories. At the opering hearing, petitioners moved for & 10 per

cent interim increese, with minor exceptions, to offset in part
marked increases in wages and in the cost of materialS~andsupplies.l
The Commission by order of Octodber 6, 1947, granted the interim in-
cregse. In granting the increase, the Coﬁﬁission said thet increas-
ing costs of operation now pose, snd unchecked will cdntiﬁue to nose,
a serious threat to maintensnce of aqequate service; that the raile

coads as & whole, and xany of the most important railroads of tﬁe

X Flat increases per ton were provided in line-heul rates on iren
ore, coal, coke and lignite. No increase was awthorized on charges
Tor nrotective service asainst heat or cold. ,
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country in particular, arc definitely facing such a threat; and that
the immcciate revenuc needs could be met measurably by means of the .
proposcd intcrim incrcasc. The applicants here ask for the same
relicf as that granted by the Interstate Commorec Commission.?

Public hearings wcrc had at San Francisco on October 20
and 21, 1947..

The record made before the Interstate Commercce Commission
consisting of morc than 2,000 pages of transeript, 33 ¢xhibits, and
49 verificd statoments of shippers and other interested partics, was
introduccd as part of the rceord hercin and was supplemcnted by oral.
and writton ovidence pertaining to the California intrastate situa-
tion. The intcrstate procceding was conducted with the cooperation
of reproscntatives of state rogulatory bodics undef,thc prbvisions of
Scetion 13(3) of the Interstate Commerce Act. |

Officers of cach of the four major rallroads and of a numbér
of short-linc railroads tostificd at ﬁhc'hcarings hurcin.é

The ovidenec of rccord in this procceding snows that appli-
cants' operating costs have advenced substantially duc to incrcascs
in wages and in prices of materlals and supplics. Wages of non-
opurating railroad oemployces werc inercased 154 coents per hour
effcetive Scptember 1, 1947. ZThe dncrease, including additional pay-
ioll taxcs, amounts to about 375,000,000 annually fbr;thc fpur-major

California railroads.,‘ With fow oxcceptions, sharp incrcases have

2 ' : :
Lfter granting the interdim dncreasc, the Intorstate Commerce Com-.
mission sct further hearings on tiw proposcd permancnt increcascse, The
hearings have not bocn concluded. Undsr. the circumstances, hecarings
here have been Limited to the interim inercase sought., g

Commissioncr Keancth Potter of Californias represcnted the wostern
states on the cooperating committec of statc commissionsrs. .

The four major railroads arc The Atchison, Topcka and Santa Fe
Railway Company, Southera Pacific Company, Union Pacific Company, and
Western Pacific Reilroad Company. With their subsidiardcs, they
operate about 96 pex cont of the total railroad milcagc in Celifornia.

The cstimate was based on current operations of the four major rail-
roads. . The wage inercasc in question also applics to the smallor '
roads.. Thc amount bornc by them was not included in the above
¢stimate. | ” R
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occurrcd in the cost of materials and supplics. Such costs were shown
to be about 52 pur cent greater in Junc, 1947 than in Deccmber, 1940,
An additional inercasc of about 6.75 per ccht oceurrced in July and
August of this ycar. applicants foruéec no apprceiable relief from
this troend in the near futurc. . _

To show the offcet of stcadlly inercasing costs upon income,
applicants comparcd the oporgting rosults of thc four major California
railroads for 1942 and 1946.o The data disclose that net rallway
operating incomc and not income for 1945 deercasced 54'énd 59 per ccnt,
respectively, below the 1942 results. The ruductioné in dncome
oceurrcd despite the fact that an inercasc of 6 per cent in gross

revenuc for 1946 was accompanicd by the bancficial cffect of a

62 por cent reduction in rallway tax accruals, as compé}cd with 1942.

The tex reduction in question resulted from federal tax "oarryback.”
It is a nonrcecurring itcm.

The cstimated rates of roturn oxporiunced by cight
California railroads, including the four major roads operating
96 per cent of the redl milcage in this State, arc shown in the
following tabulation:

Carricrs 1947 1948

LTESYF Ry 4,8

CWRREN Coe. o4l

ieCloud River R.R. SL

Pacific Elcetric D

Sicrra Railroad 2.44

Southern Pacific 2.52

Union Pacific 1.95

Western Pacific 2050

D ~ Deficit. |
* - Ratc of rceturn shown 1s based on adjusted

rovenue without the 10 per cont interstate
interim inercasc.

6
" The volumc of traffic in the two ycars was saild to be approximately
the samce . .
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The figures for Southcrn Pacific arc for its Pacific Limes; thoe others
arc systenm figurcs. Thc 1947 figurc shown for A.T:. & S.F. Ry&
includes the 10 per cent interim incrcasc on interstate traffic
cffectlve October 13, 1947. The other figures do not include such
increoasc. ‘

Statistics wore also subaitted by the four major railroads
showing rcsults of their operations within California, On thc¢ whole,
the showings indicate only a slightly better position from such

operations than thet from tiacir system operations.

Applicants urged that, in addition to the cffcet of rising

costs, cash outlays which cannot bc recoverced have further impalred
their financial position. This was said to be duc to the noccssity
of meoting inercascs in opcrating costs from cash reserves pending
authorization of offsctting rate inercases. The record shows,
for cxamplc,‘that 2 total of $8,500,000 was uscd from cash reserves
by the four ﬁajor railroads to meot inercascd wagos which acerued
between Scptomber 1, 1947, when the inercasc became ¢ffectlve, and
the date of hcaring hercin. Applicants have shown that ¢xpenditures
under such circumstances cannot bc rocovercde

) 4 traffic official of Southtrn Pacific Company testified
that tho interim inercase sought is but part of the amount appli-
cants boliove is neccssary to offsct inercased operating costse.
He urged that applicants' financial position is such that they
cannot absord tho inercascs expericenced In operating cosfs without

jcoperdizing their ability to maintain adeguate transportation

sorvico,.

Applicents attrivuted this condition to thoe unaveldable porioed of

time involved between the initial impact of inercascs in costs and
application for and granting of offsctting rate incroases.
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Canners League of California objected to the proposed
increase. &4 witness for the canners testified that the increase
would seriously affect the industry's economy. He contended that
applicants have not.shown that an emergency exlsts. The witness
conceded, however, that the bulk of the canners' production is
narketed outside California. |

Dried Fruit Association of California sought'exemption
of dried fruit, including raisins, or, at least, exenption of
unmanufactured and unprocessed dried fruit. Witnesses for the
Association testifiéd that the industry is unavle to bear further
cost inereases because of its depressed condition due to higher
costs. It was conceded, however, that current pricés, although
substantially lower than in 1946, are above prewar lévels. One of
the witnesses maintained thiat applicants have not shown that they
need an energency increase.

Southwestern Portland Cement Company objected to the pro-
posed increase on cement and lionolith Portland Cement Company ob-

jected to percentagewise increases. A witness for Southwestern

testified that substantially heavier loading per car afforded

favorable earnings ané that the incrcase might result in diversion
of substantial bulk tonnage from the rails. 4 witness for llonolith
testified that past percentage increases had disrupted rate relation-
ships‘between the various nills and consuming narkets. ﬁe proposed
a flat increase of 3/4 cent per 100 pounds to preserve existing
relationshipa, but conceded that this would result in many instances
in greater increcases than sought by applicants. ‘Represen¢atives of
Colton znd Riverside cement mills said they had no objection to
applicants' proposal. No cvidence was introduced by the other mills.
California Redwood Assoclation sought a 9 per cent maximum

inercase on logs, carloads. Otherwisc, no objection was offcered to
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the proposcd interim incrcase if it 1s found that applicénts' neecd
for additional revenue corresponds to that found in connectlon with
interstate rates. A witness testified that logs move to mills for
panufacture into lumber, that three cars‘of logs are usually
required to produce one car of lumber, and that the hauls arc usually
shorte.

0f some 30 shipper rcpresentafives who entcred appearances
at the hearing, only thosc indicated above introduccd any testimony-

While applicants' financial position recsulting from
California operations may not be quiteias critical as that of the
nation's railroads as a wholc, the rccord shows that they nced
additional revenue and that the proposed interim incrcase is
justificds Applicants proposc to spread the burden of the increase
over all transportation of property, including milk and crcam trans-
ported in passenger service.

In this procceding, considcration has been given to
applicantsi over-all revenuce regulrcuentse Of gcccssity no study
has bcen made of cach or any of tac individual rates or charges
for the purposc of detcrmining the reasonablencss or lawfulness
thercofs In authorizing the inercasc herein involved fhe‘Commission
docs not nake a finding of fact of the reasonablcncss or lawfulness
of any §articular rate or charge,, as éo incrcascd.

Thoe rceord does not justify finding that applicants'
proposal should be deviated from at this time to the extent sought
by protcstants. Should thoey consider that the rates and charges
resulting from thi§ order are improper for tiaclr traffie, the
matter may be brought to the Commissioh's attontion by formal
proccedings dealing specifically with such ratcs and charges.

4 pctition in intcrvention was filed by The State of

California operating as Scate Belt Railroad sceking incrcasc of

-6~




28744-11B .

10 per cent in the amoun‘ of anplicants' absorption of connccting
lincst switching <charges. The rccord shows taat appllcants' tariffs
havo baen ‘amended accordingly on interstate truffic.  It was |
'stipulatod that, in the ovent the increcasc hercin sought is granted,
the amonded provisions will Le made applicable on intrastatce traffic:
Upon carcful consideration of all of the facts and circum-
stances of record in thls procceding, we are of tie opinion and
hereby find that the interim inercascs in rates and charges lnvolved

in this application arc justificd.

INTIRIM ORDER

Public hoafin;s having beon had in the above entitled
application and bascd upon the cvidence of record and upon tho
conclusions and findings sct forth in the pracddihg opinion,

IT IS MINEBY ORD.RED that pending the further order of
this Comnission tac interim inercasc involved in the abovc‘cntitled ‘

application be and it is harcby granted; and that the inercase herein

authorizcd may be cstabiisacd within sixty (60) days from the offcc-

tive date hercof on not léss than one (1) day's'noticc to the
Commission and to the public.

IT IS H.REBY FURTHIR ORDERED taat the inercase herein
authorizcd shall apply to basic frei*ht'ratcs‘and chargcé, includ~-
ing ratco and charges for transportation of milk and cream in
passenger sorvice, which arc defined herein to be thosc now in
effoet, whcthor cstablished by order of the Commission or voluntary
act of the petitioning carricrs, including any retes hold under |
suspension and investigation orders. Basic froight rutes and charges
include rates proseribed by outstanding ordch‘of thc.Commission, it

any, when and as the rates therein pr eseribed beconme cffcctivc, and
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also ratcs published by the carricrs and on filc with tho Commission
prior to the cffective date of rates and charges authorized by the
Commission in this procceding.

I7 IS HERESY FURTHIR ORDERED that applicants be and they
arc hereby autinorized to depart fron éhc provislons of -Scction 24(a)
of the Public Utilitics Act to the oxtent nccessary to cffeet the.
inercasc hercin authorizod. .

IT IS HIRZSY FURVESE ORDERSD that applicants be and thoy
are hereby authorized to publish the incrcasod rates gnd chargcs
in the form authorized by the Intcrstatc Commerec Commission. To
the cxtcnt departurc from the terms and rules of Tariff Circular
No. 2 of this Comission is reguircd to accomplish such publication,
authority for such dcbarturc be and it is hercby granteds

IT IS HEREBY FURTELR ORDERZD that the authority herein
gtantcd is subjcet to the further oxpress condition that applicants
will nover urge beforc tals Commission in any procécding under
Scetion 71 of the Public Utilitics Act, or in any othor'procccding,
that the opinion and order herein constitute a finding of fact
of tho rcasonablencss of any particeular rate or chargc; and that
the £iling of rates and charges pursuant to the authoriﬁy_hcrcin
grantcd will be construed as conscnt‘to this condition;; |

IT IS HEREBY FURTE:R ORDERED that tho Commission shall

have ané it docs heroby retein jurisdiction of*this'procccding for

the purposc of altcering or améﬁdiﬂg'thC-inércasc herein authorized




and for the purposc of "establishing or approving such other incrcase
as may appear proper in the light of other or further cvidence

rcecived herein.

The effcetive date of this order shall be twenty (20)
days from tﬁc datc hercof. -

Dated at Sen Francisco, California, this /L —_day of
Novcmber, 1947. |

Comnissioners
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APPENDIX "A"

List of Appearances

R. E. Wedekind, E. C. Renwick, J. E. Hennessy, J. M. Souby, Jre,
and J. Z. Lyons, for applicants,.
Roy B. Thompson and Berol & Handler, by larvin Handler, for Truck
Owners Assoclation of Californla, :
I. ¥. Lyons, for Canners League of California,
P, Steele Labagh and Leonard J. Keith, for California Packing
Corporation, '
Joseph T. Enright for ilonolith Portland Cement Co.,
Robert C. Neill for California Fruit Growers Exchange,
Eugene h. Read for Qakland Chamber of Commerce,
Walter A. Rohde for San Francisco Chamber of Commerce,
Fred N. Howser, Attorney General, Harold B. Haas, Deputy Attorney
General, and Robert K. Hunter, for the State of California
Operating State Belt Railroad by and through Board of
Harbor Commissioners,
Lae L. iicCall for California Portland Cement Co.,
C. K. Boyer for Southwestern Portland Cement Cou)
L. M. Viright for Riverside Cement Cos, , -
R. F. Walker for Spreckels Sugar Co. and Western Sugar Refinery,
A. W. Browvn for The Paraffine Companies, Incy,
L. H. Wolters for Golden State Co., Lt&.,
.. Kays, for Redmond P. ileCarthy, and
Berry & LicCarthy,
Paul .. Foote for Almanor Railroad,
J. G. Breslin and ¥ .. R. Donovan for C & H Sugar Corpe,
E.. K. Slusser for Poultry Producers of Central California,
L. T. Binsacea for il. J. B. Co. and Western Can CO.}
.. F. Schumacher for Owens-Iliinols Glass Cos» = . .
Edward J. Dunne for . H. Ada.s, Traffic Lanager, Shell 0il
Company, . L.
We.G. Higgins for Santa Cruz Portland Cement Co.; . , -
K. P, Thorpe for United Rexall Drug Co.-and Drug Shippers Association
Inc. of California,. . AR :
J. 4. O'Connell. and E. C. Dunlap for Dried Fruit Association of
Catifornia, -
R..F. Ahern for Rosenberg Bros.-& Coe,
F..h..Moore for Permanente Cement Co.,;-
Charles P..Travers for Standard Gypsum Co., .
G..E. Lowe for Kaiser Co.-Inc., Iron and Steel Division,
I..J..London for Calaveras Cement Co., ' '
Eugene R. Booker for Rock, Sand and Gravel Producers Assoclatlion
of Northern California, } .
J. W..Brennan for City of San Diego Harbor Department,
A.Larsson for Northern Redwood Co.-and California Redwood
Association. -

Znd of Appendix-MA"




