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QFEINLION

Tais proceeding concerns the establismment or adjustment of
minimum zates for the transportation of lumbex from points in the
Counties of Humboldt, Mendocino, Lake and Somoma. On May 3, 1955,
the Commission, uponr the recommendation of its Transportécion
Division, ordered hearing set in this matter.

2ublic hearings weze held before Exzminer Jack E. Thompson
at San Franciseco on October 25 and 26, 15955, December 3, 1955,
February 28 and September 18, 1956, and at Los 4ngeles Noveﬁber 27,
1956. The matter was taken under submission on the lattexr date and
is xeady for decision.

The aforementioned counties are large producers of lumbex
and forest products. MNost of the production sold within California
is consigned to receivers in the areas of large population such as
the San Francisco Bey area and the Los Angeles Basin area. Rail
transportatibn is availeble to producers in Humboldt County cn the
lines of the Noxthwestern Pacific Railroad Company and the Arcata
and Mad River Railroad Company. In Mendocino County, producers in
the Fort Bragg area have rail transportation via the California
Western Railroad which connects with the Northwestern Pacific
Railroad Company at Willits.

The principal aighways ased by motor carriers serving these
areas are U. S. Highway No. 101 and State Highway No. 123. U. S.
dighway No. 10l follows generally the same route as the Northwestern
?acific Railroad Company except between Longvale and South Fork.
Between the aforesaid points the rall line follows the course of the

. Eel River whereas the highway is to the westward.® In the case of
L

The routes are divergent but the distance is about the same. From
Longvale to South Fork the rail distance is zpproximately 86 miles
and via the highway about 37 miles. '
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Fort Bragg, the rail zoute follows gemerally the Noyo River easterly
to Willits and thence southerly generally aloag U. §. Highway No. 101
to Cloverdale and beyond. The highway route from Fort Bragg to
Cloverdale is along State Highway No. 1 and State Highway No. 123
in a southkeasterly direction.

Distance rates in cents per 100 pounds are provided in
Minimum Rate Tariff No. 2 for the transportation of lumber. These
rates alternate with the published rail rates for the transportation
of lumber between the same points at railhead and may be used im
combination with the publisied rail rates whenever suci combination
rates produce a lower aggregete charge than the distance rates set
forta in Minimum Rate Tariff No. 2.

The published rail ¢arload rates for the transportatibn
of lumber frcm the areas ave in cents per 100 pounds amd also, to
certain points in the state, are on a 1,000 board foot basis. The
rates, both weight and footage, are the same from 21l points of
origin on the rail lines in Humboldt and Mendocino Counties to
individual points of destination in southernm Califorxnia. It appeaxs

that on shipments of green redwood luwber the 1,000 board foot rates

produce the lower charges and oa lumber of lighter density, such as

fir, the rates in cents per 100 pounds produce the lower charges.

& representative of the Commission's Field Section testi-
fied that the situation outlined above makes for conditions that
encourage minimum rate violations by bigaoway carriers. He stated
that it was his obsexvation that the lumber producers compete among
one another in the California market. Shippers that are not on rail
lines are at a competitive disadvantage even though they may in

nuazerous instances be many miles nearer to the market taan shippers
Y

The highway distance between Fort Bragg and Cloverdale is 80.6
wiles, the rail distance is 94.3 miles.
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located at or near points sexved by rail by virtue of having higher
£reight rates.3 In many instances, according to the witness, the
shippers £ind it necessary to curtail transportation costs in oxder
to compete in the market and there is resistance to the payment of
charges which exceed the rail rates, particularly when the shippér
is located on one of the highway routes znd is nearer to destination
points than the points served by failroads. It was stated'that these
conditions, together with the competition among carriexs for traffic,
cause the carriers and the shippers to seek devices whereby trans-
portation is performed at rates less than the estzblished minimum,

An associate transportation rate expert of the Commission's

staff suggested that minimum rates in cents per 100 pouads, and also

rates in cents pexr 1,000 board £oot measure, be established f£xom the
"Coastal Lumber Region,” which is an area blanketing most of Humboldt
and Mendocino Counties, to various points in the San Francisco Bay
area, San Joaquin Valley, Los Angeles Basin avea and San Diego. It
was proposed that the rates be intermediate in applicatiqn'ovér speci-
fied routes. The rate expert testified that als rate pro?osals were
based to some extent upon cost estimates furnished to him by the

Commission's engineering staff. The cost estimates are not of

A
recoxd.

3

It was pointed out that in many instances, particularly invelving
destinations in southern California, the minimum rate for the trans-
portation of lumber from Garberville is a combination of the pub~
lished rail rate applicable from South Fork and the distance rate
for 35 constructive miles f£rom Garberville to South Fork. Garber-

ville is a point on U. S. Highway No. 101 between South Fork and
points in southern Califormia.

On motions made at the hearings, the cost exaibits were stricken
£rom the recoxd because serious illness prevented the witness who
testified to the exhibits from attending later hearings, thexedby

precluding parties from testing the reliability of the estimates
through cross-examination.
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A number of retailers of lumber in southern California
testified in support of the rate expert's proposals. For the most
part, the witnesses' yard facilities are not at railiead and they
are located at points where the rail rates in cents per 1,000 board

foot measure agre higher than at the nearby points of Los Angeles,

Burbank, San Gabriel, Qrange and Santa Ana.s The testimony of the

witnesses is substantially the same; 2ll of them compete with
retailers in Los Angeles and in their zespective immediate areas,

the cost of lumber to them is calculated on the price f.0.b. mill
origin plus transportation charges, tae transportation charzes to
these retailers are computed on 2 combination of the rail rate plus
an "off-rail charge,"6 the resulting charges are substantially higher
than those paid by competitors who are at railhead and those who are
located in Los Angeles, Burbank and other points in the area enjoying
lowex rail boaxd footage zates. This situation, according to the
witnesses,is such that they cannot compete in their own immediate
arcas with retailers outside the area, particularly in Los Angzeles,
for the large volume .umbex sales such as to tracts and subdivisions.
One witness stated that he was wmable to understand why he had to pay

higher transportation charges than competitors in Los Angeles and

k)
The witnesses are owners, officers oxr employees of complainant
retadl lumber companies in Case No. 5727, American Lumser Co., et z2l.
vs. Arcata and Mad River Railroad Co., et al., which case is pres-
ently before the Commission.

Under the provisions of Item No. 210 series of Minimuam Rate Tariff
No. 2,when a lower aggregate charge results, rates in said tariff
may be used in combination with the rail common carrier rate for
tae same transportation. The appropriate distance rate is deterx-
mined from the constructive mileage £xrom the origin or destination
point not at railhcad to the nearest team *rack. Where the point
involved and the team track are in the same incorporated city, the
rate for the distance 0-2 miles may be used. It is the latter
which is referred to as the "off-rail charge.”




Santa Ana vhen the trucks delivering lumber to those points from the
north coastal area had to pass by his door, and why he should be
required to pey an extra charge for the truck theorctically passing
by nis yard to go to the nearest team track and‘back to his yazrd.

The rail lines, the California Trucking Associatiomns, Inc.,
and a number of carriers of lumber were opposed to the rate expert's
proposal. The California Truclikdng Associations, Inec., urged that
the rate structure for the transportation of lumber be csnsidered
on a2 state-wide basis. It contends that a piecemeal sclution to the
ovexr=-all problem'could cause a severe disturbance of existing com~
petitive relationships between producers in Humboldt and Mendocine
Counties and producers in other parts of the state.

Prior to further comment on the evidence and making find-
ings and conclusions thereon, there are certain motions made at the
hearing which were referred by the presiding officer to the
Commission that should be ruled upon. The motions ¢f the California
Trucking Associations, Inc., and the Northwestern Pacific Railroad
Company and Southern Pacific Company for dismissal of the instant
phase of Case No. 5432 on the grounds that evidence raespecting the
cost of performing tramsportation of lumber between the points
involved is not of recoxrd is denied. The motion of counsel for the
retail lusber dealers in southern California for the setting aside

of the submission of this phase of the procecding for the purpose

of receiving a ¢ost study which he requests the Commission to direct

its staff to undexrtake is denied.

Conclusions

It is apparent that a situation exists where the minimus
rates for the transportation of lumber by highway carriers are
greater for a shorter distance than for a longer over the same route.

This in itself is not unusuwal in that ofien, in oxder to allow all
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forms of transportation to fairly compete, carriers having circuitous
routings are aguthorized to depert from the long- and short-haul pro-
visious of the Constitution of the State of Califormia. The pecu-
liarity here is that in many cases the rates from 2 ﬁoxé distant

point and £rom a nearer'point are the same and from a point in between
- said points the rates are higher. Also,at points along the direct
route, or a route no more circuitous than the rail route, che rates
are higher for the shorter distances than for the longez'-.7 The

record shows that this is not a desirable situation. While under

the provisions of Decision No. 31605, as amended, common carriers

are authorized to depart from tlhe long- and' short-haul provisions
of the Conmstitution in assessing the established minimum rates, the
evidence of record here shows that the unique circumstances related
terein justify that the minimum rates Lrom the points on thae afore~
nentioned highway routes should not exceed the combination of the
rail rate from the more distant point and the "off-rail charge"‘
woich is the rate applicable £or the distance of 3 miles oxr less.
The rate expert's proposal, a suggested remedy to the
aforementioned situation, goes be&ond the problem of thé points |
located on the direct highway routes and proposes the esteblishment
of an origin territory which would include most of Humboldt and
Mendocino Counties. Long- and short;haul problems of the character

related above are not presented at many of the points in the proposed

7 ' 3 :

The rail carload rates on lumber to Los Angeles from Eureks, Foxt
Bragg, Willits, Ukiah and Cloverdale: are the same. The *'off-rail
charge' at such points is the same so that uander the provisions of
Item No. 210 serics when lower aggregate charges result, the combi-
nation of the rail rate and the ‘off-rail charge' becomes the.
winimum rate for the transportation of lumber from shippexs not at
railhead at all of these points. Higher minimum rates apply at
Boonville, Comptche, Caspar Camp and Garberville, yet each one of
the latter points is situated between two of the poiants mentioned

above and is intermediate between at least one of those points and
Los Angeles.
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rigin erea. The rate expert prono¢ed rates which in a number of
inutances are lower in wvolume and effaect uhan the present minimum
rates, or combinations of rates authorized in Item No. 210 series
of the tariff, from points served by the rail lines. The proposal
s not supported by cost evidence nor 15 there sufflicient evidenéé
respecting competition at all of the points in the proposed origin
area which would support the adopvion of the proposa-.
Upon consideration of all of tne facts and ci*cumstances
of record, the Commission is of the opinion and find; that Minizun
Rate Tariff No. 2 should be amended to provice that whehever lower
aggregate charges result for the transp@rtationlbf lunber and fores?t
products from points on and along U. S. Highway No. 101 bdetween Turcka
and Longvale, Stafe Highway No. 1 bdetween 1ts 1n§e;sé¢tiqn ﬁifh
State Highway No. 128 and Fort Bragg, State Highway No. 128 between
its intersection with State Highway No. 1 2nd Cloverda}o, State
Highway No. 20 between Noyo and Wililts, and unnggbe:eg highway
bétween Mendocino and Ukiah via Comptche ang o:rsi.py >3 cogbinétiop,;_-—'
of the published rail carload rate on lumber from Fureke, Zn tho
case of points on U. S. Highway No. 101 between oure?a and Longvale,

and from Fort Bragg, in the case of points located on and along the

other mentioned highways, anéd the a2pplicable distance rate ggnpained

in seid Minfmum Rate Toriff No. 2 for 2 distance,of'3 giies,q; less
@ay"be applied in lieu of the rates set forth in said min;mgm rate
tariff; aa& further, that where the polnt of origin is ngt located
Qp'§r alopg said highways that the combinetion of the rall carload
:ap; on lumber froﬁ Eureka or Fort Bragg, 25 the caéé ﬁay be,'and

the dictance rates set fovth in said zminimum rate tariff for the




mileage determined in accordance with the provisions of the tariff
from the point of origin to +the nearest point on éaid highways may
De applied. The Commission 13 of the opinior and finds that the
rates and charges resulting from such anendment to the tariff will
be just, reasonable a2nd nondiseriminatory minimum rates for the
transportation of lumber from the aforesaid points in Humboldt and
Mendoeino Counties.

The California Trucking 4ssocistions, Ine,, was Oppoéed to
the rate expert's proposal on the grounds that competitive relation-
ships of the dirfferent lumber producing areas of the state may be
seriously disturbed. The raztes fourd reasonable herein will not
present this problem as ¢ho rates will Yo no lower than the
prosent minimum rates from other points in the aforementioned
counties from whleh lumber is regularly shipped. The rail lines
were opposed to the rate expert's proposal because it would affect
the ability of the railroads to retain lumber traffic at points
waere they compete with highweay carriers. The rates herein found
reasonable will not zlter or change in any way the competitive
positions of the rail lines and the highway carriers at competitive
points. The rate adjustments will oceur only zt points not served
by the raillroads.

The contentions of the lumber retzilers of southern
California involve the different level of the railroad carload
board footage rates on lumber 2t certain points irn the southern
part of the state a2nd the applicability of the "off-rail chazrge"
in combination with the rall rates a2t points served by the rail
lines. The difference in the levels of the rail carload lumber

rates to the polnts involved 1s not an issue which Is covered by

-
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thisnpzocqg§ing.8 The Commission has not heretofore established
minimun carl;ad rates for the transportation of lumber by railroads.
Such ratos became involved in the matter of the estadblishment of
ninimun rates for hlighway carriers because of the alternative appli-
cation of common carrler rate provisions in the zinimum rate tariff
and because of Section 3663 of the Public Utilities Code.9

Tho mattor of tho application of the "off-rall rates"
in combination with rail carlond rates to shipments consigned %o
roceivers not at railhead at points served by the rail lines is
not c¢confined to the trancportetion of lumber dut is involved in
the application of minimum rates to tho transportation of all com-
nodities ¢covered by Minimum Rate Tariff No. 2 and othor minimum
rate tariffs. The rule respacting such combinations 1s of ldng
standing and predates Minimum Rate Tariff No. 2. The instances
recited by the wivtnesses where one recelver pays 2 hkigher rate
than his nelghdbor when like shipments are delivered to both by
the same carrier ls not receczerily cn wnjust discerimination pro-
hibited by law. It is a well-estadblished principle that prejudico
and dlscrimination 1s a question of fact %o be determined in the

light of all the relevant circumstances and conditions, and that

It should be noted thet in Case No. 5727, American Lumber Co.,
et al. vs. Arcata and Mad River Raillrocad Co., et al., which Is
presently before the Commisslion, has as one of Lts principal
iccunes the rall rates here 2lleged Yo be diseriminatory. The
lugbor retailers herein are complainznis in Case No. 5727.

Seection 3663: In the event the Commission establishes minimum
rates for transportation services by highway permit carxlers,
the rates shall not exceed the current rates of common c¢arriers
by land subject to Port 1 of Divizion 1 for the tronsportation
of the camo kind of property between the same points.
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0 be unlawful 1t must de unjust and undue.lo An importént considor-
ation In establishing minimum rates is the affording to all agencies
of transportation the opportunity to fairly compete with one

i In order that the rail lines and the highway carriers
have 2 falr and more equal opportunity to acquire and meintain a

share of traffic at competitive points, it has been found necessary

another.

Yo provide in the minimum rete structure for the combination of the
"off-rail rate" and the ralil rates to traffic destined to recei&ers
not located at railhead, or to put 1t in the torms o: the statute,
"beyond the regularly established %ermini of common carrlers.” The
evidence offered by the lumber retailers is not persuasive that this
balince between competing forms of transportation should be upset

or discarded.

Based on the evidence of record znd on the findings and
conclusions set forth in the preceding opirnion,

IT IS ORDERED:

(1) That Minimum Rate Tariff No. 2 (Appendix "D %o
Deciszion No. 31606, as amended) be and 1t is further amended by
incorporating therein to become effective June 1, 1957, Fiftn
Rovised Page 56~A Concels Fourth Revized Page 56=A, which pagoe is

attached hereto and by this reference made a part hereof.

10
Re Tarifl Suspension, 36 C2C 135, 137 (1931).

1l

Section 3662 of the Public Utilities Code provides:

"In establishing or approving such (ainimum) rates, the
Commission shall give due consideration o..... any 284i-
tional transportation service performed, or to be performed
%0, or beyond the regularly estabdblished termini of common
carrliers or of any 2ccessorial Services c..... "
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(2) That tariff pudblications authorized to be made by
common carrlers as a result of the order herein nay be made effec-
tive on not less than five days' notice to the Commission and to
the public if filed not later than sixty days after the offective
date of the tariff changes herein involved.
(3) That in all other respects the aforesaid Decision
No. 31606, 25 amended, shell remain in full force and effect.
The effective date of this order shall de twenty days
after the date hereof. —
Dated at Sen Fraacisco » Celifornia, this 2@2&2@’//

dey of APRY). ,lf’j-

&<5} President‘ \\
| ';‘3(1‘1—7‘?@ 0

Conmissioners

7’ Rex Hal‘d!r
Commizssioner €. Lya Tox
Bocossarily
in the dispo

» Daing
absont, 214 not Participato

Sition of whis Proceeding,




F4r4r | Revisod Pago ..., 56=4
Cancels

Forxrth Revised Page ve... 56=4 MINIMOM RATE TARIFT NO. 2

Ttem SECTION NO. 3 COAODITY RATES (Continued)
No. {Tn Cents wer 100 Pounds)

'IOWBER AND FCREST PRODUCIS, VIZ.:
Tunber, Timbers and Veneering
UWinimum Teight 40,000 pounds (See Note 1).

S0 T0
Production Zone Dolivery Zone (See Note 3)
(Sec lote 2) .. A{20TTDrook ) Slirers)

1 (Sefad) 12 1%
2 (Happy Camp) 15 162
3 (Indian Creek) 165 17

NOTE l.-(a) Rates are not subject to Item No. 85. The minimm
welght appliez to each unit of equipment.

(o) Rates are intermediate in application from points
located on or within one actual highway mile on either side of
State Highway No. 96 between Eamburg and Gottville.

(¢) In the event the charge accruing wnder the rates
provided in Section No. 2 or Item No.69C of this tariff is lower
than the charpe acering under the rates named herein the chargo
aceruing under Scetion No. 2 or Ttem No. 690 will apply.

NOTE 2.-Production Zones are as follows:

(a) Zone 1 (Seiad) includes that area within ton actual
nighway miles on either cide of State Highway 96 extending fron
Hamburg to Thompson Creek. : |

() Zone 2 (Kappy Cazp) includes that area within three
actual highway miles on either side of State Highway $6 between
Thompson Croelk and the point opposite the confluence of Elk
Creek and the Xamath River.

(¢) Zome 3 (Indian Creck) includes that area within ton
actual nighway miles on either side of State Highway 96 between
Thompron Creek and the point opposite the confluence of Elk
Creok and the Klamath River except that area included in Zone 2.

NOTZ 3.-Delivery Zozes are as follows: :

(a) Zone A (Horabrook) includes that area within a radius
of threec air-line miles of the Soutnern Pacific Co. PDepot at
Hornbrook. ‘

(®) Zone 3 (¥reka) includes that area within a radius of
six zir-line miles of the intersection of iain Street and iiner
Street, Yreka, and including all toam tracks, side tracks, and
spur tracks, together with loading areas, platforms and industries
directly adjacent tnercto, of the Southern Pacific Co. at Moatague.
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IUIBER AID FORZST PRODUCTS, viZz.: Tarest Products ond Bulld-
ng tmodwork, as described in Itea No. 660.

(Applics only Lrom points on and along U.S. High-
way Yo. 101 between ITurcka dad Longvale, State
righway YNo. 1 vetween Lts intersccilion with State
Highway Mo. 128 and Fort 3ragg, State Highway

No. 128 between its intersection with State High-
way No. 1 and Claverdale, State Highway Yo. 20
between Noyo and Tilliss, and wnnumbered highway
between Lendocino and Ukiah via Comptehe and Orrs.)

Vaenever lower azgregate charges result for transportation
from points on or aleng the above-named highways by a comvination
of the published rail carload rate on lusber from Bureka, in tue
case of points en U.S. Highway No. 101 between Zurcka and iongvale,
anc from Fort 3ragg, in the case of points located on and along
the other mentioned highweys, and <he applicadle distance rate
contained in this toeriff for a distance of 3 miles or less, that
compination may be applied to points of destination located at
railnead in lieu of 4ine rates otherwise applicable in this tarill,
Alzo, where the point of origin is not located on or along sald
nizhways, the combination of the rail carload rade on lumber
Srom Eureka or Tort Bragg, 2s the case may be, and the distance
sate set forth in this tariff for the mlileage determined in accord-
aneco with the provisions of this tariff from <tiwe point of origin
“ the ncarest point an said highwoys may be applicd to points of
destination located ab railiecad in licu of rates otherwise appli-
cable. (Subjcet to Note 1,) ‘

NOTZ l.~Then point of destination is located beyond railhead add
vo the rate computed accordinz to this item the distance rate
provided in this tariff for the distance to point of destination
{rom the team track or established depot to which the rail rate

sed applics. If the route fronm the team track or cstadlished
depot to point of destination is within the corporate limits of
o single incerporated ciity, the rates provided in thic tariff lor
transportation for distances of 3 niles or less, or rates estibe
lished for transportation by corriers as delined in the City Cor-
riers' Act, whichever are lewer, shall apply from team drack or
established depot to point of destinatiox.

# addition )

¢ Reduction ) Decision No. 52887

EFFECTIVE JUNE 1, 1937

Izzued by the Public Utilitics Commission of the State of Califorais,
San Francisco, Colifornia.
Correcticn No. 713 ‘




