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B2FORZ THZ EUBLIC UTILITIZES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
Tne Atchisor, Topeka and Santa Fe
Railroad Company, Northwestern
Pacific Railroad Company, Southern
Pacific Company, Union Pacific
Railroad Company and Western Pacific
Railroad Company for authority to
increase by 20 percent the charges
for the handling of newspapers in
baggage service.

Application No. 30996

Appearances

W. A. Gregory, Jr., for applicants .

Reginald L. Vaughan, Garrett McEnerney II,
Harry L. Price, Reginald H. Linforth,
Shelden G. Cooper and John Hamlyn,
for various newspapers and newspaper
publisners associations, protestants. -

OPINION

Applicants are common carriers by railroad engaged in the
transportation of freight and passengers. In this procecding, they'

seeX authority to inerease the rates on newspapers transported in

baggage cars in passenger trains by 20 percent.l

* In addition,
Scuthern Pacific Company proposes to cancel certain of its rates on

newspapers. >

Public nearings were had at Los Angeles and San Francisco

before Commissioner Huls and Examiner Jacopi.

The term "newspapers" as used herein includes newspaper sections
and supplements as well as newspapers.
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Applicants maintain weight rates for the movement of
newspapers in baggage cars between points on their lines except
for a number of points served by Southern Pacific Company ﬁhere
rates per 100 copies are applicable.2 It is proposed to increase
the weight rates by 20 percent. This adjustment corresponds with
that made by applicants effective March 1, 1950, in rates for in-
terstate movements of newspapers in baggage cars-.3 In adéition,
Southern Pacific Company proposes to cancel its "per 100 copies™
rates and thereafter to apply the adjusted weight rates. This
change would result in advances in transportation charges as great
as 208 percent. |

The newspaper rates in question were last considered in
Decision No. 39785 of December 23, 1946, in Application No. 27446,

L

in which an increase of 15 percent was authorized.” It is alleged

2 Rates per 100 copies are maintained by Southerrn Pacifi¢ Company
from San Francisco to Dorris and Kilt and Intermediate points and
from Los ongeles to Calexico and intermediate points. The weight
rates apply at all other points where passenger service is provided
by the company.

> The interstate adjustment was made by f{iling with the Interstate
Commerce Commiscion tariffs naming the increased rates effective
on statutory notice. Under this procedure, the new rates are not
rassed upon by that Commission but they are subject o0 suspension
upon request or interested parties. The record in the instant
proceeding shows that following denial by the Interstate Commerce
commission of a request for suspension of the interstate rates,
the American Newspaper Publishers Association filed a formal com-
plaint with that Commission (Docket No. 30592) alleging that the
new rates were unjust and unreasonable. A decision in the matter
nas not yet bheen rendered.

Application No. 27446 was a revenue proceeding involving the
California intrastate freight rate structures (including rates for
movements of articles in baggage cars) of applicants and other
railroads and taeir connecting highway carriers.
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that since that time operating expenses, particularly wages, have
increased substantially, that the present rates are not compensa-
tory and that under the rates proposed the newspaper traffic
would bear its share of the increased cost of operation.

Evidence in support of the application was offered by
officials of applicants' passenger traffic departments and by an
engineer from the bureau of transportation research of one of
the applicants.

The handling accorded the newspaper traffic by the
applicants was explained in some detail. Newspapers are for-
warded in securely tied bundles seven days per week. Delivery
vo apwnlicants is made by the publishers' trucks. Most of the
shipments are delivered to the baggage rooms where the bundles
are sorted and loaded on station vehicles by applicants' employ-
ees for movement to the baggage cars. In some instances, the
shiprents are transferred from the publishers' trucks directly
to the station vehicles. A small amount of the traffic is de-
livered to the baggage cars by the publishers. The publishers'
trucks usuvally arrivé at the receiving points shortly before
departure of the passenger trains. This makes it necessary for
applicants to provide special handling to insure movement of the
newspapers on the various trains.

According to the testimony of the engineer witness, sub-
stantial advances have occurred in the expenses involved in the
movement of newspapers in baggage cars. He submitted exhibits
indicating the upward ¢ost trends experienced by Southern Pacific

Company. The exhibits showed that during the period June, 1941,
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to Decembder, 1949, inclusive, the wages of all employees as a group

increased by 115.1 percent and the cost of fuel and of materials
other than fuel advanced by 45.1 percent and 71.8 percent, respec-
tively. The exhibits also showed that for classes of enployees
closcly associated with the handling of traffic moving in baggage cars,
including newspapers, the advances experienced in wages during the
period in question ranged from 95.7 percent for station agents %o
17%.1 percent for baggage and parcel room employees and station
attenconts. The witness further testified that the cost of baggage
cars had materially increased. He pointed out that new baggage cars
purchased by Southern Pacific Company in the year 1949 cost about
$82,000 each whercas in the yvear 1925, when some of the cars now used
were purchased, the cost amounted to about $25,500 each. The witness
stated that the company plenned to replace the present baggage ¢cars
but he was unable to indicate the rate of replacenent. |

Estimates of the cost of transporting the newspaper traffic
in baggage cars werc not submitted. The ongincer witness asserted
that the full cost of performing the service could not be develoned
for individual commoditics. It was stated, however, that the out-of-
pocket cost of transporting such commodities, including newspapers,
was ascertainabvle.

Witnesses from applicants' traffic departments introduced
exhibits showing the changes that had deen made in the newspaper rates
since the year 1927 together with comparisons of the proposed rates

vh those applicable for movement in applicants' freight service and
in buses of Pacific Greyhound Lines. The comparisons showed that in
2ost instances the rates sought herein were lower than the freight

and bus rates in question.
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The granting of the application was opposed by variéus NeWs=
papers and newspaper publishers assoclations. Counsel for these
rarties participated in the development of the'record thrdugh Cross=-
examination of witnesses but no direct evidence was introduced.

20 ¢stablish the alleged inadequacy of the present newspaper
rates, applicants rely largely upon the finding of the Interstate

Commerce Commission in Ex Parte No, 268, Increased Freight Rates, 1948,
decided August 2, 1949 (276 I.C.C. 9), that thec passenger train opera-

tions of the railroads as a whole in the year 1948 and prior thereto
were conducted at a substantial amnwal 1loss and that much of the loss
was attributable to the trénsportation of articles in headwnd service.
In addition, the record made in the instant proceeding shows that
Southern Pacific Company experienced operating losses on its over=-all
passenger train onerations amounting to about $17,750,000 for the
yoar 1947, 24,560,000 for 1948 and $3%,400,000 for 1949. It was
indicated that about 33 percent of the losses for the years 1943 and
1949 were assignable to the head-end service as compared with 66.6
percent shown in Ex Parte No, 168 for the railroads as a whole.

The aforesaid finding in BEx Parte No. 168 was based upon
consideration of the composite operating results of the rail lines on
both 2 nation-wide basis and according to districts. The calewlations
Included 2 substantial number of railroads whose operations do not.
extend into California and may not be taken as bheing reasonably
representative of the operating experience of the'applicants in this
precceding. One of the appiicantsxhorcin submitted figures to show
that its passenger ftrain operations were heing condtcted at a loés.

Sinmilar data were not submitted by the other applicants. Morcover,

it was con&cdcd by applicants that the out-of-pocket cost of

-5
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transporting newspapers in head-end service was readily ascertainabdle
but sucn calculations were not offered. On the whoi.e,r the evidence
introduced falls affirmatively to establish the alleged inadequacy
of the present rates and the propriety of the sought increases which
range from 20 percent to 208 percent. On this record, the application
must be denied. The conclusion herein is not to be construed aé'
indicating that applicants are not in fact cxperiencing operating
losses on their passenger and head~end services. This record affords
no basis for such a finding.

Upon careful consideration of all of the facts and circum-

stances of record, we are of the opinion and hereby find that the .

increaées in rates sought in this proceeding have not been jusfified.

Based upon the evidence of record and upon the conclusions
and findings set forth in the preceding opinion,
IT IS EEREBY ORDERED that the above-entitled application,

as amended, be and 1t is hereby denied.

This order shall become effective twenty (20) days after‘

the date herecof.

Dated at Los Angeles, California, this n§%é§§§£ day of

October, 1950.
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