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Decision No. rn)WD~~~ • l.IJ) lrlJ' ,',',~"'. i ' ST~.TE OF CALI' • U:! :SElTO:::1E TEE PUBLIC UTILITI:SS COHMISSlmr OF TEE 

, In the Matter of the Appliclation of ) 
cert:lin railroe.ds) connect:Ll:'lg h·iSh- ) 
way carriers, and cor.nectilll~ water ) 
lines for au t 110 1'1 ty to 1ncrl~ase' ) 
freizht rates and charges (:L91:·7). ) 

Au~11cat10n, No. 28744 
(First Su!,:p1etl~ntal), 

Ads.j~tJ.OF.Q..L,bp'r,)e~_J::.?..!l.s~ 

(A l~.st of additi<nla.1 a'Onearances is cont~ined 
in A"o'Oerld1~: II A i( hereof. ) . - ,. 

OPJ'NION 
~ .... -- - - --

Applicants are CC)ZllI:lon cGLr:.~iej.""s by'railroac. and connecting 

common carriers by highw~.y ~md ·.,ezsel. By Decision No.! ,40892 of 

November 12, 1947, in this proceec~:i.r.s, they ",ere author:1zed to ma.l{e 

an interim increase of 10 ~)er cent in their afl-rail, r,ai1-highway 

and ra11-wat1er freight rat€!s and charees. They no,., seek' an additional 

interim 1ncrl~ase in such ra~~;es and charges .. 

Thl~ applic='.nts helrc are arnone those who seelt :9.uthority from 

the Intersta'';e Commerce COtJ!l~:!.ssio:l, in Ex Pax:te No. 166, Increased 

.E.re:l~ht R..ate:s, 1947, permar.~Emt1Y' to inc-rease interstate freight rates 
" • • I ' 

and charges l:'y about 41 per cent in eastern territory' and interterri­

toria1ly, and 31 per cent ow'j:thin and between • .... ester::l and southern 

territories. The InterstatEt Cor:nnerce Cor:unssiori zr:c.nted a 10 per 

cent interim inc!'ease by order dated October 6, 191.1-,(, and an: add1-
, 'l 

tiona1 10 per cent interim ;i,ncrea::ie by order dated" Dece:c.be.;r 29, 1947.; 

In granting the additior.~l i,ncrcr.'.se, the Commission found that it was 

necessary to offset in part i'urthe,r increases in wages and :1n the 

~1------------------------·~-·--------------------------------------
The Commisr.ion' s order of Decccb,er 29, 19~'?' <l.uth()r1zes an interim: 
~ncrease of 20 ,er ce:\t which includes al"ld d1s,1~.c(~s the 10 per cent 
lnterim increase :prev10\.1.s1:y' authorized •. The ,20 peJ~ cent increase is 
scheduled to expire June 30, 191.1-8, unless sooner t<~rm1nated or mod­
ified by thE) Commis sion. Flat inc:rec.ses per ton were provided in 
line haul r<=~tes on certain ores a:r..d concentrates, ,md 'on eoal, col-ce, 
and lignite. No increase 'tlas at".t~'or1zed in demurrage cl1arges nor • 
in charges for protective service against heat or c:olc.., . 
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coct of mo:tcri~ls and sup)'J:L:5.c~ io .. 1;j.ch tbc c~rricr:: c'ould not mC0t 

witho\'1.t jeopardizing thei:::- .~'bility to :'laintain adeC:,uate transporta­

tion service. The o.pp11calltS her~~ seek the sa!!!c ad.di tional interim . , 2 
relief as "\'las granted 'by t1'l19 Interstate COI!lJ!lerce Cc,r.r.~:i.ssion'. 

A public :~earing '"".;1.S had at San Franciscci on Ja.nu~ry 20, 

1948, 'ed'ore EXaminer Frea.:j .• 

The recore. made clef'Jre the Interstate Commerce Corrrrnission 
was :tntroduccd as pD.rt or 1;he record herein and ~!o.s supplemented, by 

oral and written eviCl.ence pc~!'t:::.ir..ing to the operati.r..g results of I 

Class I rail:coads serving California. The intersta:te -oroc'eedingwas 

conducted w1th the cooperat~Lon of state regulatory boc.1es under, the 
. 3 

provisions of Section 13 (3) of t~€i !nterstate Com."llerce Act. 

Applic~ts contend that there 'is a pressing ,need for in­

creased revenue if' adco..uato service is to be mainta.1ned. ~ they allese 
, 

that this need is grea.ter n()w than it was who!' .. the 10 DeI' cent inter-

im relief ·~ia.s zranted. In support: tl~er00f, fin:.ncia1 statements 

were submitted. showing ope:'atine rcsul:ts on a system ba.sis together 

with certain data bearing upon C~.li:f'ornia o.nd syst€tl intrastate 

operations. 

Th·~ record sl~o~"s that t::;e rates of return: (based on de-

prec1ated prl:>perty investmEmt) and the operating ratios of the sfx 
4 

.1.:m lC)~9 194C)· 1941 1942 1S.!t3. ~: 1'94~ 1946 
Rate of 
Return 5.16 2.24 2.61 3.85 6.9tr 5.29 4.59 3.65 3.36 

Operating 
67.65 73.31 72.36 69.56 58.52 60.50 63.15 76.85 81.4t:· Ratio I 

2 
The heo.rj.n!;s on t:1e :propc'~ied permanent interstate' im:reases have 

been concl1.1cL l3d but the Int<Sil'state CO:::'.:l!erce CO::l."llss1on J:lasnot yet 
is sued it s o.l3cision. Unc.c:r' the c1rcm::.stances, the hea:ring here has 
'been limited to the additic\r.~al ir...teri~ increase sought.. . I 

3 
C~j!l1n1ssiontrr' Ken..'"'leth Potte!' of Co.lif'orr..1a re."resented the western 

sto.tes on ttll:! coo,erating c:c)=ittee of State - CO:mlissiol:'lCrs. 
4 They are the Santa Fe, Sc·1,;Lthern· Pacific, Ur..ion Pacific, '"lest ern 
Pacific} Great Nortl'lern and Northi ... estern Pacific. ':rl'ley operate : 
about 90 per cent of the total railroad l!'.ileage in Cal:Lfornia. 
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For the f'irst ele'lcn months of 1947, thE! estimated oper­

ating ra.tio for these samle· carriers was 74.85 and the rate of ret'llI'n 

was 3 .• 55. The rate or retuxn Vla~: cO!:lputed upon d~e!p:reciated property 

investm.ent as of January 1" 1947" Accorc.ing to the record, tl'le I 

present investment was increased from time to time'd'Ul'in,z 1947 and 

the total at the end of.' th~~ year ":7:lS greater tl'ltm that on wh1chthe 
. . 

rate of ret'urn 'Was computE~d. For these reasons, it tras contended 

that the rate of return shorm VIas some-:;JfI..at overstated. 

Although the ratE~ of return for the eleven l:lonths of 1947: 

shows an imJ,rovetilent over that for the yeDS 1946., :tlet railway oper-· 

ating income showed an ur.1'·a:vorable trend toward thle end of 1947. 

Analysis of operating statistics of record disc10s(~s that, by reoson 

or rate increases oade effe'ctive during the first siX months of 

1947 and in October .. 19~·7, .net railrray operating in(~ome for the 

months of AttgUst tnroU$h O'ctober 1947 exceeded thai: of the corres­

ponding months of 1946. The trend during those months., however., 
. . 

was steadily dOVJnv/ard to a pOint '."There for l~o'Vem.bel· 1947., the last 

month of record", net raill'm.y operating income \."as ~~bout $783,000 

less than that :tor the st.m(~ "Clonth of 1946 .. ' 

A!,p11cants asser1; that su'bst3ntial increC1:ses recently 

enco1.'.ntered1xi \lases and ill the cost of' materials D,nd supplies' will 

'sharply accelerate the afor(~said do-;m':Jard tr.end and, that their . . 

financial position -rri11 'be :lmpaired u...'lless addi tional re~ .... env.e is 

provided .. 

Wa,;es of nonopera~tir..g er:.ployees were incr'eased 15.z cents 

per hour effl~ctive Se1'tet:lbe~r 1.1 1947. A li!::e incre,ase uas zranted 

conductors and trainmen effE~ctive :Tov0'O.oer 1, 1947. In California., 

these increase s atlo1.'.nt to D.bot. ... t (;25',775",000 pel' yes:.r: including 
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payroll ta",:es. In o.o.di til:)n" .... :agl;s of engineers, :f~iremen and 

sVlitchmen have been v.nder negotilltions which ":7ere recently discon- . 

tinuecl and a strike vote ta!:en. Applicants" hovrever "have offered. 

the 15~'-ceZ1_t increase to this group of emplo~'ecs. In the event it 

is accepted. about C2. 931",000 .,e1' year ";'li11 be add,ed to the 31'ore-. . .. 5 
said amount of the California ~aee increase. 

Sharp increases have occurred in t~e cost of 'materials 

and supplie:s. The index thereof in J'l:I.ne, 1947 VTas 174~8 computed 

on a Decemb·9r 1939 to June! 1940 base. It was estimated "tl1at the 

volume of m;3.terials and s1.:lpplies purchtlsed in 1946, \'To\.\:tdhave cost 

almost ::>90,000,,000 :::lore at, the prices ,revai11ng i:n. JUlle 1947. Ac-' 

cording to ~~he record" the cost of :naterials and S illpp1:Les further 

increased about 10 pel' cen,t:" or (;9"000,,000,, during the last five, 

months' of 1947. The record also sho-:rs that app1ic,mts have been 

notified of an increase of 40 cents pe::- barrel in 1~he cost of fuel 

oil ei'1'ecti\~e 1!arc~1 21" 1948. Applicants foresee 210 appreciable 

relief from this trend in 'the ~ear futu:e. 

The additional 1:tltcritl increase sOUf.:ht hClreir.L together . . 

with the c"".l'rcnt interim l::lcl"'case" it VlaS estimated" \7o.uld procltl.ce 

about (;ll,550,OOO additional California intrastate revenue per year 

1'01' the siX major railroads. It will be noted that; the increase in . . 
revenue is less than onc-half of the annual California 'wage increase 

amountine to 025,775,,000. 

5 
~li th the a'bove increases" the average stl"aiz.."'t time h·ourly rate 

for applicants t etlployecs 1:u~s 1ncrcztsed i'l"O!:l. 73.1 cents 1n 1939 to 
(;1.282 at -the present tir.J.e. 
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tion. 

• 
A nurnbe:o of shippers opposed the granting of the applica­

In t.he main, the p:r,otests '::01'0 directed to the proposed in;'" 

crease on tr.~e grounds that :1 t would have a serious adverse effect 

on certain indl1strios, that no emc:ogency need had ~)een shown, and 

that the financio.l condi tiol:l of western carr~.ers Vl~hS such toot a. 

further temporary increase YlaS not necessary. In ~:ddition, it was 

requested that a decision herein be withheld unt11tbe'Interstate 

Commerce COT!lmission rene.ers its decision in ::: Parte No, .. 166, supra, 

dealing with the proposed 1,c~:O::lanent increases in rates. Protests 

were also directed to .the proposal to increase rate's on a percontage 

basis on the grounds that pE~rcentage\7ise incroases add' to competi­

tive dis;).dvantages by disruptir.g rate :oelationships of long standing. 

Certain prot¢sts dealt ,\lith specified commodities, it 'being contended 

that those cr~mmodit1es could not stand a further in.crease, that it 

was no longe:r possible to pa:::s the increase on without discouraging 
, . 

buyine, and that the shippc,rs of s1.~ch cotllnoditics ".'.~ou.ld be competi­

tively disad7antagec.. One protest,ant alleged tllat it '7a5 competitive 

with a shipp.~r "receiving Utah intrastate shi!,mcnts of rau materials 

on which no increase corres::r.>0r.ding with the one last made in 

California hOod yet been estc~b:!.isl~ed. 

Thc~ record shows that, despite the bencfi,C:ial effect of 

rate incl'eas()s made ef'f'ectl\"o aU!'i:r..g 19~·?, not rail~~ay operating in­
come =?tcad11:r decreased tow's.rd tho end 01" the year. In November 

6 
The 'Pl'otestants r.crc California t~ay, Grain C: Foed: Dealers' Associa­

tion, Los Angeles Gro.in :Z~:cho.n:e, Co.liforni:l ~:il1inl;' Corporo..tion" 
Imporial Gra;;,n Gror:o:::s~ San' Fr~neisco Groin ::xehangl'., Los Ar..;geles 
Traffic !:o.naeers T Conferonce:, Soars ?oebucl~ ~: Co., California ~Ianu­
facturers AS50ciation., Can.."'lcrs LeaGue of: C'alifornia .. ;':vo.porz.ted Eill: 
Association.r Dried :':;:ouit Association of Calitol":lia, Rosenberg :3ros. 
& Co., 'DOue_~lS' Oil Company, Fice-C :Rcf!n1ne Co~pany" l:ono11th Portland 
Cement Cotlpar.y, Santa Cruz F'ortland Cemont Company, C:llavoras 
Portland Cement Company, Riverside Portlanc. Cement Company, ::aiscr 
Company, Inc .. , Granite Roclt Company and Peninsula Building l:a tcrial 
Company. 
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1947, it ,"iOS s1.".bstantially le~s th:ln t!".ut in Novem::)or 1946. The 

record also shows that inc~~.~o.ses recently c:::poricnc:cd in v!ages and 

in the cost of materials and supplies ~i11 have a substantial. 

further advc::-se effect t1pOn a,p1icants I earr..ing position. !t is 

clear from cO::J.sidel"ation of' applicants t posi -:ion in. the lig!'lt of 

these circUI:lstance~ tha~; they r.ecd additional revenue and that tho 
. 

proposed inc::-case iz neCOSS~lr~,·. A!,p1icantssought and Vlore grantecl. 
7 

an increase 1~ passenger i'a~·cs. ':2hoy propose to spread the increase 

hore und,or c1,nsideratio:l OV'C;lr all transportation of :9roporty~ includ­

ing mi~ and cream transported in passenger train sl~rvicc. 

Th~Ls is a revenue :9:-oceoding in which. consicl.e=ation hilS 

be on given t" applicants I o'V'er-all revcnt1c rec..tt1re~cnts. Of neces-

5i ty, no stucl.y has been made or any of the inCl.i V idw;l. 1 rate s or 

charges for the purpose of deter:nining the reasonableness or 1avrful­

ness thoreof'.. Under the circu:nstances, the Comtliss:Lon in authoriz-

1ng the incr'€!asc involved herein does not ma::e a finding of fact as 

to the reasonableness or la~:7f't'.l .. "?ess of any !)o.rticular rate or charge. 

On the othcr hand, it is for liXc reasons i'::lpractic~lb10 on this 

record to resolve nice q,t1est.1ons of !,rcferenco and prejudice. 

Apr.,11cD.:lts state th~.t if they arc permitted to mal~e effec­

tive the increased i'rc1ght rates and chareos proposed., they vlill 

proceed 111 th due dilieence 1:1:> ca!ce such reasonablo readjustments in 

the result1n,z rates and charges as cO:l:1erc1al and traffiC conditions 

may require. Strict ancl ex,celi tious compliance ";."i th this comtli t­

ment is e:cpected. Should any interested party feeJ. that the appli­

cation of tho increD.!::c results in vnch".c dj.sad·;antaee ~v'h1ch appli­

cants will no,t volu.."'l.tarily :'o!'!1.ody, the matter should be 'brought to 

the Com~1ssio::'lTS attention by the i'iling of specific complaints. 

7 
Decision No. 41216 of Febrtlary 10, 1948 in Application No. 20985. 
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Shou.ld tl:ere :Oe o.ny instD.nces i:1 vl;.ic~,.· the' amount of the 

increases :1ercin o.ut?lorized (~XCee0.s tlle ~ximi.:un :r>::-olJ'osed 'by ap,li-

cZlnts they i·r1,11 be expected to 't.mderto.1:e to mal<e rcr;o.rat1on pay­

ments of anyexces!': chz.rges collected. 
, 

No ,sou."lc, reason ha,$ been advanced in sU!lport of protestants 1 

rcco:rn:nendation that a decision l'lerein be "r1thl"leld u.."'ltil the Inte::--

state Cor.unerc0 Corntlission re'r:dcrs its decision on t:,e !,crmanent 

increases. 

Upon. carefu.l conSideration of all the fact:s ~d c1rcUl:l­

stances of record in this prc,ceed.ing, vre arc of the ",1n1on and 

hereby find that the interim increase in rates and. charges involved 

in this application is justi.!'ied. 

1J~T'2RIM ORDER 

Public hea::ings ha'11ng been had in the abo~le cr.ti tled 

application and based upon thle evide::.cc of record ana, upon·' the 

conclu.sions and findincs set· forth in the !,receding cl~inion, 

IT IS EE?.EBY ORDE.?.ED that tl-:.e interitl incre'?se involved 

in the above e:nti tleci. app1ic~~tion be and it is hereby' granted;, , 

and that the 1::lcrease herein autl':.orizec1. . may be established i'r1th1n 

sixty (60) day;s from the eff€lct1ve date hereof on not less th·an 

one (1) day's 110tice to the Commission a...",d to the pUblic"" 
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IT IS HEREBY Ft.1"ETEr~ O?.DEP.ED that the increase herein 

(luthorized sh;.~ll apply in connectio:l \·,ith basic freight rates 

and charges (:Lncluding rates: and cliargesf'or ,transportation of milk 

a.nd c:'eam in :~assenger servi,ce), except deourraee ch,3.rges for the 

detention of ;~re1sht cars. Basic freight rates and ,:l'l.arges are 

defined as those now in effect· (e:~c1usive of such po:rtion thereof 

as re:oresents- the interim incre.:l.se authorized by Dec:lsion No. 

40892 of NoveIllber 12, 1947, in this p:!'oceedir..g), whe1;h.er established 

by order of the Cocmission or voluntary act of the petitiOning 

carriers, including any rates held under suspension and 1mrest1ga-

. tion orde:.~s. :Basic freight :rates and cha:zesi:lclud~! rates 

prescri bed by outstanding orders of the Cor:oi.ss1on, 1.f any, ,-,hen 

and as the rates therein prescribed become effective, and also 

rates published by the carri(~rs and on file with the Commission 

prior to the effective do.'te of. rates and charges a1..1thorizeCl, by 

the' Comm:tssion in this proce€!ding; 

IT IS EEREBY FURTr.'1!:R ORDEllED that applicants be . and they 

are h~e'by authorized to depart from the pro"'isior!.s of: Section '24 (a.) 

of the Publ:tc Utii±t:t'es Act to, the e),,'"tent necessary tl:) er~ect' the 

increase herein authorized. 

IT IS HEREBY FURTEE:':{ ORDERED that applicant:5 be and they 

are hereby authorized to publish the increased rates (md charges 

in the form auth~rized by t!':.e Intez-state Commerce Cornxussion. To 

the extent departure from the terms and ruJ.es of Tariff Circular 

No. 2 of this Cor.unissio:;. 1s r(~C!uired to accomplish such ,ub11cat1on, 
. , 

authority for such depc.rtu:::oe bl~ ard it is r..ereby gr(),nted. 

-8--
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IT :CS HEREBY FlJRTHER ORDE3ED that the auth(~rity herein 

granted 1: mlbject to the e:x:press condition that applicants will 

never urge b~!fore this Commissicn in any proceeding unc.er Section 
. 

71 of the ?u~)lic Utilities A.ct" or in any other pro(:eedirJg, that 

the opinion a,nd order herei::l constitute a. finding 01~ fact of the 

reasonablene:;\s of any parti l:.u1ar rate or charge, .ancl that the 

fil1ng of rate,,' and charges pursuant to the author1t;y herein 

granted will be construed a:5 consent, to this c.,ndi t1:on •. 

IT IS. HE:mBY FUFU'HER ORCERED that upon the effect1veness 

of the increa.sed rates herej~J:l authorized the increas:e granted by 

Decision No •. 40892 of November 12,1947,. in this pro,ceeding sha.ll 

'be abroga.ted ,and superseded~-: 

n· IS HE':\EBY FU::n'm:l:t ORDE?ED that the Comm1 ssio:n shall 

have and it doe:; hereby reta.in jurisdiction of' this proceeding for. 

the pUJ:'ljose of: a.lter1ng or amending the increase her'ein l~uthor1zed 

and for the p~lI'p03e of establishing orapp::"ovi~ such other increase 

as may appear proper 1'n the light of other or furthe:~ evidence 

received herein., 

The effective date of this order shall be twenty (20) days 

from the de. te hereof •. 
-p . 

7 .t4 ... 
Dated at Lo: Angeles,. California,. this J -vday of 

February 1 1948.~ . -" 

I 



,.~PPENDIX "A fI 

L1:=t of Additiona:l Ap'Pearo.nces 

Berne Levy" for Atchison, TI~peka and Santa. Fe Railway Company 
Larry F1te3, for Truck Ovme:::os Association of California ' 
R.A. Kern, fe,r California V:l:n &: Storage Association and United 

Va.n &: Storage Association 
Richard L. Cr"eney, for Glas:s Container Manufacturers In~titute 
James E. Harris, for Ss.cra.m.~nto Chatlber of COl!'.merce 
J.C. Simpson, for Wholesa.le Fruit &: Produce Dealers' Assocation 
Thomas K. McCarthy and A.P. :Reinert for Kaiser CO.,Inc •. 
Robert Hutcherson and J.M. Connors~ for Tidewater Associated Oil 

. . Company 
F.F. rtdller .. for California. ~, Grain' &: Feed Deo.ler's AssOCiation, 

Los A.."'lgeles Gra:Ln Exchange, San FranCisco 'Grain SlCchange, 
Imper1al Gro.in Growers, California N'dl11ng Corp(')rat1on, 
and Los Angeles Traffic Managers Conference. 

A.I.. Russell,. tor Sears ~oe'b"4ck &: Co. 
Lowe P. Siddons, for Holly Sllgar Corporat1on 
F.J. Rebhan,for AmericanCJ;O:l'sta.l Sugar Co. . 
L.E. Osborne, for Cal1rorn1e~ Manufacturer's AssOCiation 
M.F. Wallace, for Douglas Oil Company of California and :Five~C 

Refining Compa.ny , 
A. Larsson, for Larsson Tratfic Service 
J.D .. Reardon e.nd E.L .... H1att l , for Union Oil Company 
I.F. tyons, for Evaporated Milk ASSOCiation 
Frank Loughran, for San Francisco Movers~ Inc. 
John Be' Porter. tor Gra.nite Rock Company . 
J.W. Huff,' fo:r Spreckels SUgar Co. 
Waldo A. G1ll,ette, for Monolith Portland Cecent Comp,a.ny 
W~F. McCann ... tor The Paraffine Companies

7 
Inc,~ 

V ... E. MacFa.rla::ld, for Owens-n11no1: GJ.a. ss Compnny 

. " . ~ 


