Decision No. 55147 @R%@%M&&

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Applicasion of )
J. P. Haynes, Agent, for authority to)
increase certain rates on slate from )
Keeler, Zurich and Laws to various ) Application No, 37560
destinations in California; to cancel)
specified rates on slate from Laws to)
Keeler, California. ;

Charles W. BurkXett. Jr., and John MacDonald
Smith, for J. P. Haynes, applicant; and
for Southern Pacific Company, The Atchison,
Topeka and Santa Fe Rallway éompany, and
Pacific Electric Railway Company, interested
narties.

Gordon, Xnapp and G111l by Hugh Gordon, and
2. A 1. Loretz, for Zuntley Industrial
Minerals, Inc., protestant.

John F. Specht, for the Commission staff.

QPINIONXN

By appiication filed Docember 7, 1955, J. P. Eaynes, on
benalf of various rall carriefs parties to his Pacific Southcoast
Freight Bureau Tariff No. 278, Cal. P.U.C. No. 100, seeks %o increase
rates for the <transportation of slate ix carload gquantities fronm
Keeler, Zurich and Laws to various polints in Califoraia, and %o
cancel the presently effective rate on the same commodity from Laws
to Xeeler.

Pupblic heérings were held at Los Angeles before Examiner
Jack E. Thompson. Briefs were filed by applicsnt and by protestant

Euntley Industrial Minerals, Inc. The matter was taken under sub-

mission December 17, 1956, upon the £iling of driefs and is ready

for decisicn.
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Applicant contends that the present rates on slate here
involved do not c¢cover the out-ofépocket cost of transportation and
that the rates increased as proposed are comparable in level to
rates for the tramsportation of like commodities within the con-
sidered territorye.

Protestant contended that applicant's cost figures have
failed to justify any increase in the existing rates on slate as
distinguished from axy general increases in rates proposed by the
rall carriers,l that the proposed rates are not comparable in level
to rates assessed for the transportation of like commodities within
the territory, and that the proposed rates would be substantlally
higher, actually or relatively, than those from competlitive slate
origins.

L brief account of the background leading to the lssues
here involved will assist in understanding some of the points relled
upon by the applicant and some relied upon by the protestant.

In July, 1948, Stauffer Chemical Company, & manufacturer
of insecticldes among other things, commenced recelving at its plant
in Los Angeles shipments of a commodity described in bills of lading
variously as "slate", "pyrolite" and "pyrophyllite". The commodity
was used as a diluent in the manufacture of insecticides. In

BN

Protestant was referring to Application No. 37697 of the rail car-
riers for a general increase in rates of 6 per cent (comparadle to
X-196 Increased Retes and Charges). Decision No. 54215, issued in
that proceeding on December 11, 1956, denied the increases sought.
The matter of the application of the 6 per cent increase (X-196),
as well as 2 proposed 5 per cent increase (X-206) to intrastate
commerce in California, is presently before the Interstate Commerce
Commission in Docket No. 32089 (Sub=l).




August, 1952, tho Southern Pacific Company filed the first of several
selts in the Superior Court against Stauffer Chemical Company for
wdercharges representing the differcnce between the charges at the
rates assessed on slate and the charges at tho applicable tariff

rate for mica schist, which the railroad contended‘was the proper
commodity deseription. Stauffer Chemiczl Company thereupon filed
complaints with the Commission 2gainst the Southern Pacific Company
seeking 2 determination of the lawful ¢harges for the transportation

of the commodity involved.2 Shortly prior to the date of hearing

of the complainvs, investigations and analyses were made by mineralo-
gists retained separately by the complainant and the defeandant, and
they reached agreement that the proper identification of the commodity
was phyllite.S On December 17, 1952, the date of the aforesaid heas-
ing, as a result of the agreement between the complainant and the
defendant, there became effective in P.S.F.B. Tariff No. 278 conm-
nodlty rates on phyllite between the points involved. The rates

were established at the same level as the then applicable rates on
pyrophyllite and tale. The dispute between the complainant and the
defendant was resolved upon the agreement of the identification of
the commodity and the publication of the rates on phyllite. At the
request of the complainant and the defendant, the Commission ordered
the defendant to adiust 4its dillings on shipments of phyllite trans-

ported for complainant auring the period Jwly 1, 1943, to December 17,
2

Cases Nos. 5333, 5382, 5423, Stauffer Chemical Company vs. Southern
Pacific Company (Pacific Lines).

The definitions of phyllite, pyrophyllite and slate are stated in
Decision No. 43243 in the above=-zmentioned cases. Phyllite is

apparently intermediate in netamorphosis between mica schist and
ordinary clay slate.
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1952, to reflect charges at the concurrently effective rates on
pyrophyllite and talc and to colleet such undercharges as may be
found as a result thereof. The Commission’s finding in that pro-

ceeding was:

"Opon careful considerstion of all of the
facts and circumstances of record the Commission
15 of the opinion and finds that the assailed
rotes (class rates on Mica Schist) were
unreasonable for the transportation of phyllite
between the points herein involved to the
extont that they exceeded the rates concurrently
naintained for *the transportation of carload
shipments of pyrophyllite and talc between the
same points.”

In 1955 Southern Pacific Company f£iled sult in the
Superior Court of California in and for the County of Inyo %o
collect from Huntley Industrial Minerals, Inc., the difference’
in charges on shipments of a commodity used as a diluent 2t the
rates on phylllite as agalinst the rates on slate.2+ The issue in
the court proceeding was the spplication of the rates. The com-
plainant rail line contended the phyllite rates applied to the
shipments. Huntley, the defendant, contended the slate rates
were applicable. The Court gave judgment for the defendant and In
essence found that the slate rates were applicadle.

In summation, at the time this application was filled
the situation concerning the transportation from Laws of a

material prepared and shipped by Zuntley was thet Stauffer

Cremical Company and the Southern Pacific Company agreed that

"

Sggth%gp Pagific Co, v. Huntlev Industrial Minerals, INC.,
No. 0, Superior Court of California, in and for the County of
Inyo. Judgment rendered November 3, 1955.
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the commodity 1s properly identified as phyllite, the Commission
held that the rates on phyllite should not exceed the rates on
pyrophyllite and tale, and the Superior Court hold that the lower
rates on slate were applicable to the transportation of this
commodity.

Laws, Keeler and Zurich are on a narrow~gauge branch
of the Southern Pacific Company. The narrow-gauge line 1o knéwn
as theo Keeler Branch and connects with the standard-gauge Owenyo
Branch of the Southern Pacific at Owenyo. The Jjunction of the

Owenyo Branch and the main line of the Southern Pacific Iis av

Mojave. Freight moving from the Keeler Branch must be physically

+ransferred from narrow=-gauge ¢ars to standard-gauge cars at the
terninal faelilitics at Owenyo.

The present rates here involved are determined vy
applying various increases in rates set forth In tariffs of
genenal increases§ to the rates set forth in Pacific Souticoast
Tariff Bureau‘rariff No. 278. At tho time the application was
f1led the lazt increase was in the form of a surcharge to te
applied to the charges determined 2% the appllcadle increased
rates. Several days after the £iling of the application, the
surcharge was canceled and that increase was To be aprliied

direetly to the rates by use of a conversion table. 4%t tho

Generally known as Tariffs of Increased Rates Wos. X-162, X166,
- X-168 and X~179.
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hearing applicont stated that 4t was 2is intonsion that tho »atos
herein sought be subject to 21l gemeral incrcases in rates that
have been or mdy be authorized dy the Commission since the date of
the £iling of the spplication. & tadulation of +the proposed rates
and the present rates, with the applicable genersl increases, 1s

set forth in Appendix "4".

We will now discusc the evidence relating to the conten-
tions of the parties,

Cut-of~Packes Coshz

An enginecer in +the Bureau of Transportatlion Research of
the Southern Paciflic Company prepared and presented an estimate
of the out-of-pocket cost of hauling ground sacked minerals, léaded
101,055 pounds per car, from Laws, Californiz, to Los Angeles,
California, in dlesel-~powered trains. The estimate was developed
from statistical data partaining to the operation of the Keeler
Branch and average unit costs developed for operation over the
Southern Paciflic Company systezm. The engineer’s estimate of the
out-of-d0cket cost was 21,5 cents per 100 pounds. Approximately
L cents per 100 pounds of the above estinmate is intended to cover
the cost of *ransferrinz freight from the narrow-gauge ¢ars to the
standard-guage cars at Owenyoo6

Protestant declared that the engineer!s estimetes should
not be given full weight by the Commission ir deteraining whethér

the sought increase 1s justilfied.

6

The estimated cost of transfer for 1954 was 70 cents per ton. The
engincer applicd an additive of 15.24% per cent to the 1954 costs
to roflect cozct of operation as of Jamwary 1, 1956.

=5
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It was argued that for rate-making purposes the cost
actually incurred by the company should not be used but rather the
estimated cost of performing the service if the line was conpletely
standard gauge and equipped with operating equipzent as efficlent as
that operated over the systez as 2 whole. Contending that 1t Is fhe
carrier’s and no% the shipper’s disability that the Laws-Owenyo
Branch continues to be narrow gauge, protestant revised the engl-
neer’s estimated costs to reflect a standard-gauge operation fromw
Laws to Los Angeles. The costs revised to reduce the car miles
(one standard-gauge car is the equivalent of three narrow-gauge
cars) and Yo eliminate the transfer at Owenyo, according to the
protesiant, show an out-of-pocket cost of 1%.2 cents per 100 pounds.

Protestant also argued that the engineer’s estimates
reflect neither the actual operating conditions nor aa operation
conducted with reasonable efficiency. It was stated the engineerX
applied to his estimate the system average of depreciation expense
while the narrow-gauge c¢ars are vintage of 1910 or earlier and have
by now been fully depreciated. On the other hand, the transier
expense is related to the actuwal operation whereby employees are
taken by bus from Sparks, Nevada, to Owenyo to transfer the freight
and the transfer is effected by these employees through the use of
hand trucks, shovels and wheelbarrows even though more efflicient
tools and faeilities, such as conveyors, power skip-loaders and
overhead trestles for tiansferring by gravity, are avalladble 2%
the Owenyo depot. Protestantfs president testifled that he had
made a time and motion analysis of the handling of sacked slate
and loading of trucks and cars by his employees in an operation
comparadble to the transfer operation 2% Owenyo and had maintained

o
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ecost records of such operation. Ee stated that their cost of handling
was between 10 cents and 12% cents per ton.

It was further contended by protestant that the additives
used for the purpose of projecting the 195% costs to January 1, 1956,
should not be considered because the rail line had applied for author-

1%y for a2 genorsal rate increase which, according to protestant, was

intended to cover the inereases in the cost of operation from 195% to
1956.

Comparison of Rates on Similar
Cormodities m_the Sanme %

Applicant and protestant presented exhibits showing com-
parisons of the present and proposed rates on slate with the current
rates applicadle to the transportation of other materials betweon the
points hore involved.

4 summary of the comparisons follows:

Min. C/L Wt. Rate in Cents
Commodity From To (3.000 Pounds) Par 100 Pounds

PROPOST

Laws Los Angeles 60 28
100 25

PRESENT

Slate Los Angeles 80 24
100 21

(Phyllite ) Laws Loz Angeles 60 28
(Pyrophyllite) 100 25
(Tale )

Melantorite Rock Laws Angelec ' 28
Salt, Crude Keeler Angeles 25

(Lime Rock ) Laws Angeles 26
(Lime Marl ) 24
(Rock Grit ) , 22
(Sea Shells) 20

Silica Sand Laws Los Angeles 24

Soapstone Refuse Laws Los Angeles g;
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It appears that phyllite, pyrophyllite, talc, melanterite
rock? and soapstone refuse are used as diluents and to some extent
are competitive with slate. Silica sand and salt are not used as
diluents. Lime rock, lime marl and sea shells may possidly be used

as diluents; however, they do not compete with slate in that crushed

limestone L5 used in certain insecticides requiring an alkaline base,

whereas slate Ls an acid base.
Traffic Considerations

In 195% protestont shipped a total of 20,412 tons of
minerals including slkatves, clays, pyrophyllites, feldspars and
asbestos. Of this amount.4,99o tons were of crushed ground slate,
61 shipments consisting of 3,550 tons were made by rail and 36 ship-
ments totaling 1,440 tons were made by truck earriers. In 1955 the
total tonnage of protestant was 25,929 tons of which 6,950 tons con-
sisted of slate shipments made by rail. The protestant estimated
that his total tonnage for the‘first six months of 1956 was something
over‘l%,ooo'tona. He stated that he tenders shipments to the
Southern Pacific Company at Laws every day the train runs which is
three days 2 week.

Protestant!s principal competition is fromw -shippers of
voleanic ash, punice clay, soap;tone refuse, phyllite and pyro-
phyllite at Los Angeles, Berkeley, Chula Vista and Friant. The
record shows that ground zlate is shipped from Placerville on the
linecs of the Southern Pacific Company. In 1955 the .rail line moved
from Placerville 136 tons to Los Angeles Harbor, 631 tons to Los
Angeles, 300 tons to Wilmington, and 1,305 tons to Compton. The
Southern Pacific Company's rate from Placerville to Los Angeles and

vieinity is 32 cents per 100 pounds on a minimum welght of 80,000

pounds.
-9_
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Conclus s

The Keeler Branch is the only narrowegauge line of the
Southern Pacific Company in Cezlifornia. The use of system averages
by the eagineer in developing an estimate of the out-of-pocket cost
of providing service on the narrow-gauge line vends to reflect
agalinst the rellability of the estimate. IKowever, he method used
by the engineer appears to be the only practical and reasonzble
approach in this instance. The estimate of the cost of transferring
cargo 3t Owenyo was taken from records of the actual expenses experi-
encod by the rallroad in providing this service. ZFroa the te;timony
it appears that the transfer operation as actually conducted is not
aé efficient as the present faclilitles wouléd permit. A4 carrier is
not entitled to recover all of *the expenses of providing the service
wnless the operation Lis conducted in a reasonadly efficient manmmer
with the facilities and equipment that it has dedicaved or reasomably
could dedicate to such use. It appears that for rate~making purposes
tho estimate of the engineer of the out-of-pocket cost of providing
the service may be somewhat overstated. Oz the othes hand, the
estimate of protestant and the contention that the costs should be
estimated 25 taough the line was standard gauge from origin €0
destination cannot e accepted as reasonable, The Keeler Zranch
1s narrow gauge ané a transfer of lading at Owenyo 1s necessary.

The carrier is entitled to recover the cost of efficiently
conducting operations on the lines and facllitles that It has dedi-
cated to the public use unless 1t 1s shown that the existing facili-
ties are not reasonabdbly adequate to supply the needs of the public

or that economies obtained fronm improved faellitlies would, consider-

ing the amortization of the investment in the lmprovements, provide

-10-
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for lower costs of operation and, therefore, lower rates to the
public. It has not been shown on this record that the service pro-
vided by the railroad on the narrow-gauge line 1s 1nadequete to
meet the neods of the public nor does it appear that under the
existing rates the economies that might result from making the line
standard gauge would be sufficlent to amortize the expense of the
improvements. IFrom the cost data of record 1t appears that the
proposed rates would not provide a greater than maximum reasonable
return.

The comparisons of the proposed rates to these applicable
o other commodities have been considered. It anpears that slate
1s more like phyllite and melanterite rock than the ovher commodities.

With respect to the competition that protestant encounters
at Los Angeles, the only rates shown were those relating to the
transportation of ground slate from Flacerville. The rates from
Placerville are considerably higher taaon those zropesed here. Protes-
tant has not shown that the propesed rates would prevent It from
nlacing grownd slate on the market at Los Angeles at 2 price which
would be competitive with other suppilers.

Comparisons of ton mile earnings under rates that do now
involve a2 movemen’ over a narrow-gouge line or-a transfer of freight
15 not a measure of the reasonadleness of rates for transportation
that does involve a narrow-gauge haul 228 a transfer of freight.

Lpplicant stated thet 1t would apply om top of the rate
inereases sought herein whatever increases may be authorized by

the Commission in Application No. 37697 and other proceedings

~lle
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Involving general rate increases. Protestant argued that the
increases sought in the general rate inercase matters were intro-
duced to cover the added costs reflected in the additive of 15 per
cen?t applied by the engineer to the estimated 195% cost of opera-
tion. 4pplication No. 37697 was denied by the Commission in 1%s
Decisilon No. 54215 dated December 11, 1956. General rate 4imcreases
which may bBe involved in other proceedings are purely speculative
at this time. The Commission will determine the jJustification

and the reasonableness of the proposed rates om current costs of
operation and current traffic considerations 2z disclosed by the

record nerelin.

Upon consideration of all of the facts and circumsiances

of record, ihcluding the curreat ¢ost of performing the service,

the Commission 1s of the opinlon and finds that the increased

rates sought herein are justified.
ORRER

Based on the evidence of record and on the findings
and conclusions set forth irn the preceding opinion,

IT IS ORDERED that J. P. Haynes, Agent, in the name of,
and on behalf'of, 21l carriers parties to Pacific Southcoast Freight
Bureau Tariff No. 278, Cal.P.U.C. No. 100, acting under authorlty
of powers of attorney from ezch of sald carriers, be and he 1s
nereby authorized to publish and file the rates designated as pro-
posed rates in Appendix "A" attached hereto and by this reference

zade 2 part hereof, and to cancel the rate named in sald tariff

-l




for the transportation of broken, crude, crushed or ground slate

from Laws to Keeler.

The effective date of this order shall be twenty days
after the date heroof.

Dated at San Francisco , California, this _// -

day of JUNE s 1957. @ :

e \President N
\CE'/\ Z. 4,\,\.(/\

< Commissioners
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APPENDLIL "AM

Comparison of Present Rates and Proposed Rates

Tarlff Reference: P.S.F.B. Tariff No. 278, Items 2205
and 2210 Serles.

Commodlty: Slate, broken, crude, crushed or
ground.

Rates: In cents per 100 pounds.

Rates in Caonts wer 100 Pounds

Pracent Pronosed
Fron From
Laws Xeeler Laws .
: Minimum Welght Zurich Keeler
e (In Pounds) Zurich

Groups 1-2=3 100,000 open %top car 32 39
(S.F. Area) 100,000 closed top car 35 39

Group Y 100,000 21 2 25
(T.4.) 802000 2k <2
609000 - 28

Group 5 100,000 ' - 27
(Long Beach,Bte.) 80,000 - -
60,000 - 30

Corona 100,000 : 30
Anaheim 100,000 ‘ 27
80,000 !

60,000 - 30

- 80,000




